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PREFACE

This i3 the fourth of a series of comprehensive'state school
financing studies conducted by the National Educational Finance
Project. Funding and sponsorship for the study was provided jointly
by the South Dakota Division of Elementary and Secondary Education and
the National “ducational Finance Project which is financed by a grant
from the Department of Health, Educa*ion and Welfare, United States
Office of Education. As a follow-up to its national study of state
school finance programs during the period 1968-72, the National Edu-
cational Pinance Project hecame involved in a series of state studies
through dissemination of the national research findings and the further
development of prototvpe research processes which individual states
could use in studyir ind planning improvements in their state school
finance programs.

The South Dakota study was a cooperative project involving members
of the central staff of the National Educational Finance Project and
the following researchers who made special studies to supplement the
research of the central staff:

Fiscal Ability and Fiscal Effort - Don C. Patton
Ball State University

The Sparsity Factor in the Apportionment
of state School Support Funds - James Rose
University of Colorado

The_Economic Status of Teaching
Personnel - James H le
University of New Mexico

Cost Indices for Educational
Programs - Richard A. Rossmiller
University of Wisconsin = Madison

School District Reorganization =« Dean f. Berkley
Indiana University

Financing School Construction -~ C. Cale Hudson
University of Nebraska

Pupil Transportation Program - Lloyd E. Frohreich
University of Wisconsin ~ Madison

.
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SUMMARY OF FINDINGS AND RECOMMENDATIONS

Throughout the nation educators: legislative policy makers, and
general citizens are expressing interest in various phases of ‘‘.e
school ‘finance reform rovement. The initial impetus can be traced to
a variety of sources--state and federal court cases concerned with the
inequities in the present system, taxpayer resistance to the property
tax, a general movement toward greater accountability in the edu-
cational enterprise, concern over the general level of support being
provided for education in districts'wi;hin states, and the quest for
higher levels of equalization. The humanitarian goal is to assure
that each child in the state has access to an adequate level of funding
for his education. South Dakota is not unique in its recognition of
the need to study its system for trunding elementary and secondary
schools; over one-half of the states have been involved in some type
of study of their state school support program within the last two years.

South Dakota's general educational picture suggests that positive
steps should be taken to assure that each child in the state is provided
with an adequate educational prugram. Sharp differences can be found in
the level of funding provided for pupils attending schools in different
school districts. Even though the state has made considerable progress
in school district reorganization within the past few years, many
small and inadequate school districts are still operating within the
state., The funding of school transportation needs significant revisions
to assure that adequate programs can be provided without undue hardships
accruing to districts with high numbers of transported pupils. Even
though the state's enrollment may not be growing, the need still exists
for new and replacement school facilities, but South Dakota does not
recognize this need in the allocation of state funds. When compared with
the national average or the position of adjacent states, South Dakota
obviously must invest more funds in public elementary and secondary
education to assure that each district has sufficient funds to provide
an adequate educational program.

The following summary includes: (1) a brief overview of the
existing state school support program in South Dakota, (2) a summary of
the findings of each of the special studies, and (3) recommendations
for improving the South Dakota state school finance program. The

complete report of each special study is ccntained in later sections of
this document.




vi

kducational Needs and Programs

Recent major studies of school finance acknowledge that equalization
of educational opportunity has two importarnt aspects: (1) the equaliza-
cion of fiscal resources, and (2) the equalization of rducational programs
based on the varying educational needs among children. Cost accounting
studies reveal that some programs do in fact c.st much more than others
when compared to the basic or the regular educational programs.

The present study of South pakota indicates that, among selected
school districts, 13 percent more was expended on secondary school
pupils per full time equivalent than on elementary pupils. It was also
found that special education programs in elementary schools cost an
average of 2.55 times the regular educational program. Within the over-
all special education program the cost differential for physically B
handicapped at the elementary level was 3.94, while the differential of-
programs for the emotionally disturbed was 3.36 and 3.96 at the elementary
and secondary levels, respectively,

Where the incidence rates of children with special educational needs
are uniform there is, of course, no need for the state to take high cost
programs into account., A simple minimum dollar allocation is sufficient
to place the state money in a proper appropriation pattern. However,
the evidence presented by the National Educational Finance Project in-
dicates that the incidence of educational needs among various popula-
tions of children is not constant, and therefore some school districts
are forced to either ignore the special high cost needs or to provide
these special programs only at the expense of other children,

A better policy is for the state to assume the responsibility of
identifying and funding special programs which have variations in
incidence of children and have documented high differential costs.
pPrograms which fall into this category are early childhood, vocational
and technical, education for the handicapped, high school programs, and
special remedial programs generally resulting from cultural deprivation.

Recommendations

The followinyg recommendations assume that the State of South Dakota
views the education of every child within its borders as a responsibility
of all people of the state. PFunding education should not be viewed as
merely a local problem, the solution to which must be found by the
individual school district alone. .

1. The state school aid formula should recognize the definable
high cost educational programs whicii are designed to meet special adu-
cational needs. Allocation entitlements should be based on the reiative
cost differentials between the special programs and the basic or rejyular
program,

2. The method of allocation should be based on a weighted pupil
ot pupil-cost unit method. This gﬂfails either the use of full-time
¢




equivalent (FTE) pupils or number of participating pupils in average
daily membership. The FTE is the most precise and therefore the
preferred method of calculating the state allotments. A FTE student
for program purposes is a full-time student in averaje daily member=-
ship or a combination of full-time and part-time students in any ote

or more of the programs designated by law as special high cost programs.
The pupil-cost unit method of allocation has several advantages over
the present method.

a. The pupil=cost unit allocates funds as 'a uniform allocation
based on educational needs and costs.

b. The pupil-cost unit establishes a total program with inter=-
related components, each supplemental to and dependent on the
other. A definite fiscal relationship exists between the
basic educational unit costs and each of the special high
cost units.

c. The pupil-cost unit differentials are derived from actual
cost analysis of educational programs in South Dakota and
other states. The weightings represent objective and uniform
-application of research findings vo funding practice.

d. The pupil=cost unit approach defines more pracisely the edu-
cational needs of a local school district than the classroom
unit measurement and the distric* size factor. Allocations
.are more efficient because a uniform efficiency level is
created among all school districts. Variations in allocation
are based on educational need rather than on level of expenditure
variations in wealth, or other variables extraneous to the
educational program.

e. The pupil-cost unit approach creates a fiscal and information
structure whereby allocation, program costs, and pupil costs
and products are all related and Subject to evaluation.

3. The recommended formula for determination of the foundation
level of support is as follows:

Number of Pupil Units (FTE) x Cost Differential x Dollars =
Total Cost of Program.

4. Cost differentials shculd be initially established for the
following programs with the appropriate cost differential. Recom-
mended cost differentials are derived from research in South Dakota and
other states which fall within a reasonable range. Cost differentials
below the reasonable range will result in undernourished special pro-
grams, while too great a differential will cause an unnecessary dim-
inution of the basic educational program.
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The recommended special programs and cost differentials are:

Program

Xindergarten

vrades 1-2

Grades 3-8

Grades 9-12

Special Education
Physically Handicapped
Educable Mentally Retarded
Trainable Mentally
Handicapped
Emotionally Disturbed
Learning Disabilities
Home Bound

Remedial Reading
(Grades 1-6)

Vccational-Technical Programs
Business Education
Distributive Education
Trades & Industries
Health Occupations
Agriculture
Home Economics

Reasonable
Range
1.05 - 1,30
1-00 - 1030
1.00
1.10 - 1.50
1.50 - 4.00
1.50 - 2,50
1.60 - 3.00
1.60 - 3.70
1.50 - 2.50
2.40 - 2.60
1.60 - 2.40
1.40 - 1180
1.40 - 1.50
1,50 - 2.90
1.40 - 2.70
1.60 - 2.60
1.40 - 1.70

Recommended
Cost Differential

1.10
1.30
1.00
1.20

3.95
2.45

1.70
3.35
2.45
2.50

2.30

1.40
1.50
2.20
1.60
2.190
1.40
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Combining “tate and Local Resources to Fund the Program

Presently the South Dakota state aid system is divided into-a 9general
support or flat grant allocation and an equalization support formula. The
basic unit of measurement of educational need is the classroom unit which
is weighted by population gparsity and density of school districts. A ten
percent increase in allowed for administrative costs in independent dis-
tricts. The general support portion provides a flat amount as determined
by the legislature per weighted classroom unit.

The equalization support theoretically guarantees each school district
a minimur foundation level per weighted classroom unit. The state, however,
regularly under-appropriates and thiereby has never funded the foundation
equalization program to its authorized level. The foundation level for
ecach school district operates on the simple formula that cost minus income
equals equalization support. The income for each district is determined
by adding a jualifying rate of 13 mills on adjusted agriculture value of
vroperty and 18 mills on adjusted non-agriculture value to tuition receipts
t luz the amount the district receives from the state permanent school fund.
To this is added the 3tate veneral support or flat grant and the total is
subtracted from the predetermined foundation program level, the difference
being the kqualization Support.

The =outh Dakota state aid formula places heavy reliance on elemen-
tar:: and sccondary pupil enrollments and normative staffing ratios derived
trom past practices, Sducational costs per pupil are extremely variable
in 3outh Dakota. .chool districts grouped according to size showed extreme
variations in costs per pupil.

The specific factor of sparsity is prnvided for in the staffing formula
where a one-teacher school, regardless of pupil enrollment, is counted as
oi.e classroom unit. Also, the over-all state program provides transporta-
tion and other allowances for residents and pupils of sparsely populated
sectors.

The NEFP county study findings showed that population density (popula-
tion per square mile) was correlated with total population. Therefore,
assuming similar relationships among school districts, sparsity as a cost
factor is recognized to the extent that district size (pupils) is considered
as a cost factor in apportioning state aid. The county study also indicated
size=cost correlations as well as cost correlations with poverty level,
rural population, and age of the population.

The NEFP district study found economies and diseconomies of scale on
average cost per pupil for seven selected size groupings of districts.
Cost per unit tended to decrease as district size (pupils in ADM) increased.
But, after the 900--1,200 pupil district size group, cost per pupil in-
creased slightly. The extreme randges around the mean per pupil cost for
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each group are of yreat importance for costing educational programs for
state aid apportionment jpurposes. Size of district alone will not
satisfacterily explain ciough of the variation found in cost per pupil

to be used as a sinyle factor in a state aid formula. However, district
size and cost per pupil are related in the population of 191 school dis-
tricts and state aid per pupil 1s not related to district size. This is
evidence that the present state aid formula, which relies on an "a priori"
assumptiea about staffing ratios, is not apportioning state aid to meet
costs arising out of ecither small or large school district situations.

Reform and change in state aid apportionment schemes are needed
in south Dakota. The classroom unit measurement of educational need is
not resulting in state aid subventions to local districts to meet unique
and different educational situations arising out of the district size
factor. Our study indizates that while it is inequitable both in an
educational and a fiscal sense to determine unit weights exclusively
on’a sparsity measure as South Dakota now does, we nevVertheless have
concluded that some weighting for sparsity is necessary. Technically
we should observe that there is a rather low correlation ({(.325) between
sparsity (pupils per square mile) and per pupil expenditures among all
the independent school districts explain‘ng only ten percent ~% the
variance. However, a more definite relationship is established when-
the extremes of density are reduced to approximately six pupils per
square -mile. When this is done the correlation is much higher and 30
percent of the variance is explained.

Recommendations

l. A foundation program level of fundir.g should be established
based on a determinatinn of educaticnal needs of children in all school
districts of South Dakota and an application of the appropriate cost
differentials to a legislatively determined value of the basic unit.

2. state and local resources should be combined to support the
foundation program level by the following formula: foundation program
level minus 15 mills on the adjusted agriculture valuation and 22 .mills
on the ad“-sted agriculture valuation of property minus tuition receipts,
minus permanent school fund. Based on 1971-72 data these rates would
raise about $52 million statewide. ‘'he remainder is the state equaliza=-
tion support. The present flat grant portion of the South Dakota program
(1,350 per CRU) should be discontinued and the funds derived therefrom
used to increase the equalization support.

3. The total state allocation for both common and independent
schools should be increased to approximately $46 million. This increase
will be sufficient to raise the total foundation program funding level
so that the additional equalizatiorn derived from the increase in the

21




qualifying rate will be shared by the state and the local school districts
alike. The total foundation program (state and local funds combined)
should be approximately $98 million depending upon two important variables,
first, the level of the basic pupil cost unit established by the legis-
lature (it is recommended that this value be not less than $450) and,
second, the determination of educational need as measured by the identi-
fication of children with special needs and the provision of the high

cost programs. A low incidence of need among the school districts or
inadequate identification will result in a reduction in units and program
costs.,

4. The state equalization program should gradually be expanded to
provide ut least 60 percent of total current operating expenditures for
distric:s of average fiscal ability in the state.

5. “nce the foundation dollar level is established for each school
district based on educational needs and recommended cost differentials, and
prior to the subtraction of the qualifying rates, the total dollar amount
for each district should be multiplied by a sparsity factor. It is recom-
mended that the sparsity factor be determined by a line of best fit estab-
lished by a power curve formula using state and local expenditures per pupil
and pupils per square mile as coordinates. Districts with above 5.1 density
would have an index of 1.00. All other districts would receive the graph
adjusted density allowar.ce as indicated in sppendix A. The index would
range from a 1.C0 for high density to 1.30 for the lowest density district
as determined by the Jraph adjusted allotment.

6. A state tax program should be enact:d which includes a state grad-
uated personal income tax coupled with a state corporate tax to produce
sizable amoun: of additional state revenue. UDetails for such a tax were
beyond the scope of this study.

7. Greater equity in local assessments should continue to be strived
for with a goal of taxing in all districts on the statutory base of 60
percent of full and true property valuation. Additional property tax
recommendations include:?

a. State legislated local property tax relief to accompany the
recommended sizable increase in state support of education.

b. Application of the circuit breaker concept to lessen the im-
pact of local property taxes on such categories of property
taxpayers as senior citizens, small commercial, industrial,
and agricultural business and other restricted income groups.

¢. Elimination of t"t loc . statutory millage limit for special
education and the statutory limits for the General Fund for each
of the several categories of school districts be correspondingly’
increased. With increased state support and subsequent property
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Teachers' salaries and Fringe usenefits

South Dakota's teaching force is proviling professional teaching
services at salary leve.s Letween 20 and 30 percent below their counter-
parts in neighboring states. Further, they are earning about 14 per-
cent less than the median households in the state although they represent
a significant proportion of the state's college graduates. Finally,
it has been shown that South pDakota teachers have nore experience than
the national average of ! years and they are, on the average, olier
than the average South bDakota working adult. 1In terms of cqualitv of
teaching staff among the school districts much variation exists largely
as a result of inadequate resources of poorer school districts and a
jeneral lack of fiscal equalization from state funding. The wealthier
school districts have a median average teacher experience of over two
and one~half ycars greater than the .less wealthy districts.

Recommendations

1. The state should increase teacher salary levels approximately
14 percent. The cost to the state would be approximately $10.3 million
“the first year, $11.7 million the second year, and $13.4 million the
third year. This amount is included in the estimated $95 million
foundation program proposed above. )

2. The state should make contributions to teachers' health and
life insurance programs, preferably through a state plan. Based upon
Lhe 8,252 teachers employed for 1972-73 at $200 per teacher, the cost
would be approximately $1.65 million per year. The declining teacher
population should off-set the increases in premium costs for the next
several years and thereby the expenditure represents an amount that
would probably not change appreciably over the next three years.

3. Other professional and non-professional public school personnel
should also be afforded health and life insurance progrars in a manner
similar to #2 above. The program would cost the state approximately
$1.4 million per year. The total of $3.05 million for fringe benefits
for both professional and non-professional employees is in addition to
the $406 million recommetnded for the foundation program.

4. The state colleges and universities are producing more teachers
than can possibly be absorbed by South Dakota school districts. A study
of the employment opportunities of their graduates should be made by
teacher-training institutions to determine courses of action relative
to limiting production of teachers.

5. More American 'ndians should be encouraged to enter the teaching
profession. An affirmative action program should be instituted to
at’’ract American Indians to teach in South Dakota.




Finally, no one enjoys paying more taxes. Education, however,
is an investment in the future earnings and in the economic health
of all communities. it has been clearly demonstrated by several
economic studies that the amount of education correlates highly with
income. The citizens of South Dakota must maintain a teac“ing force
that can assist South Dakotans in realizing the economic and social
benefits of education. The competitive position of South Dakota,
relative to neighboring states, for high quality teaching personnel
is not good. To increase that competitive position, South Dakota
must increase teaching salaries of their public elementary and
secondary teachers. T
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School District Organization

As has been the pattern in most plains states, sSouth Dakota has
historically operated a larde nufber of local school districts. Tn
recent years, not unlike other plains states, the number of school
districts has been significantly reduced. Such factors as improved
transportation, growing importance of secondary education, decreasing
population in rural areas, and the societal demand for broadened
educational opportunities have contributed to the decrease in the
number of school districts.,

With few exceptions the school districts in South Dakota are of

two types. They are the independent district which provides a twelve =
year school program and the common district which provides less than

a twelve year school program and typically a program for grades (K) 1-8,
Certain types of atypical districts do exist in the state, e.g., a

high school district may be superimposed over a large number of common
school districts; contractual arrangements may exist between a local
school district and the Bureau of Indian Affairs: and contractual
arrangements may be made with districts in an adjoining state to ac-
commodate transfer pupils at the elementary and/or high school levels.

In 1972-73, South Dakota had 195 independent districts, 32 operating
common districts, and 4 non-operating common districts. The relative
progress made in the state is evident when one considers that 15 years
ago, in 1957-58, South pakota had 261 independent districts and 2,978
operating common districts, making a total of 3,239 in 1957-58 ag
contrasted with 231 in 1972-73,

The commonly accepted criteria for adequate school district
organization include the following:

1. A minimum enrollment in the district which can respond to
pupil needs and adequacy of educational programming. Various studies
have suggested minimum enrollments ranging from 1,200 to 20,000 or
more pupils. [n recent years the suggested minimum enrollment has
repeatedly been in the vicinity of 10,000. Tn some sparsely populated
states geographical barriers or road conditions may prevent meeting
the desired level of minimum enrollments, and states and local districts
must seek alternatives to provide assurances that pupils have access
to adequate educational programs. Recent experience with school
district organization has made it evident that a district of 1,500 «
2,000 will have consideraile difficultv in responding to current or
projected educational trog.:am needs of students. 'The criterion of
minimum enrollment must be viewed in terms of the necessary pupil
population for program needs and not in terms of a spucific minimum
number.

4
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2. A sufficient financial base and/or geographic area to support
gchools. This standard will vary considerably among and within states,
but some standard must be applied to assure the ability to support '
schools and minimize inequities among districts.

3. The administrative unit, or local district, which includes
grades K-12 and is administered by a single board. It is rarely
defensible to permit the continuance of separate elementary or high
school districts. The reasons for their existence tend to be based
on highly localized arguments rather than educational needs. Unit,
or independent districts can ba much more efficient in curriculum
articulation, staff utilization, provision or special programs for

" pupils, coordination of educational programs, and efficient use of
facilities,

Recommendations

The following recommendations are presented as necussary additional
steps in school district reorganization to provide assurances that each

child in South Dakota has access to an adequate school program in grades
K“lz-

1. South Dakota should have only one type of school district --
the independent district. Legislative action to accomplish this should
be taken as soon as possible.

2. The State Board of Education, in response to the charge given
it by the legislature, should take action with respect to the following:

a. Within a period of two years remove accreditation from
any district which maintains a high school of less than 100
pupils except in those cases whers the district encompasses
an area greater than four townships; and furthermore,
that within a period of five years no district shall be
accradited which maintains a high school of l.4s than 150
pupils except in those cases where the district encompasses
an area greater than four townships.

b. Conduct a longitudinal study which identifies tha outcome of
school district reorganization in South Dakota.

¢+ Encourage the planning and imylementation or multi-district
units for the provision of services and programs not feasible
in the local district. These cooperatives or regional
districts could satisfy important needs not possible at present
or in the foreseeable future. 1In all probability, such needs
as cooperative purchasing, special education programs, em~
ployment of spacialized personnel, computar services and
instructional matarials will only be realized through coop=
erative efforts among districts.

2.6
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Identify a task force in each county overlap to serve in an
adjunct relationship with the sState Board of fducation. FEach
group should be composed of one school board member and one
administrator from each independent district and no more than
five representatives selected at large and appointed by the
judge who has jurisdiction in the respective countv. Pro-
visions should be made for overlapping terms to provide some
degree of continuity., The purposes for such a task force
would include: '

(1) To provide the citizens with a_means of engaging in
discussions regarding goals, needs and problems with
respect to education in specified geographical areas
of the state;

(2) To study and communicate ways in which the needs of
pupils might be met more effectively and efficiently
than is presently the case;

(3) To serve as an important communication agent both
to and from the State Board of Education with respect
to proposals and plans as they affect local districts;
and

(4) To provide.some sustaining influence in response to
the efforts and ideas generated through the Community
Involvement Plan.




xvii

Capital Outlay and Lebt Service

In S~uth Dakota the provision of public school facilities is
primarily the resnonsibility of the local school districts. However,
local school districts must have thelr building plans and sites
approved by the State Department of Elementary and Secondary Fducation
bafore seeking vids, and the criteria for such approval are established
by the state Board of Education. The Department provides consultative
assistance, but this has been limited due to a shortage oif personnel
assigned to this division.

In the area of funding for capital outlay, the state's function
is to serve as a control agent on debt limits and procedural matters.

3chool districts have two major sources for funding capital outlay
projects. One sourse is from the local property tax levy; the other is
through the issuance of school district general obligation bonds. Both
methods require that the yield be deposited in the district's capital
outlay fund. The annual tax levy method may be regarded as a "pay-in-
advance,”" or more commonly, a "pay-as-you-go" approach while the bond
issue method is more of a "pay later" or debt service system. Histori-
cally, South Dakota school districts have tended to prefer the '"pay-as~
you-go" plan to meet their school facility needs.

A study of 18 sample South Dakota school districts indicated that
larger school districts, with their typically lower ranking tax base
per student, nevertheless had sufficient debt leeway to enter into
major building programs. A number of the smaller districts in the sample
would have been hard pressed to finance major building programs with
their relatively low taxing base. The data secured from the sample
school districts suggest that the state undoubtedly has many more small,
tax-base poor school districts with inadequate resources to meet their
building needs.

When South Dakota started its major reorganization of school districts
in the late 1960's, many of the "master plans" provided that existing
debt remain the obligation of the original units. This has resulted in

substantial variations in millage rates for debt service within the newly
reorganized school districts.

An analysis of the school facility needs of the sample school districts
indicated that approximately one-half of the districts had school building
construction needs. In five of the districts the needs might be described
as critical. The reports indicate that in gefieral the larger communities
have had active building programs and have provided facilities at an
acceptable rate. Major problem areas exist in many rural areas, especially
those with stable or declining enrollments, and in growing enrollment
districts located in suburban areas near the larger cities.

Enrollment ptojections for the state indicate a continued tendency
for declining enrollment; howevgs. these projections can be deceiving as

K




a measure of school facility needs. When people move, they leave
useable school buildings behind and create new needs where they settle.
The reasons for migyration are typically economic. Wwhile moving may
satisfy personal needs, it often creates new problems for local
gJovernmental agencies. If a state relies heavily upon local financing
for school facilities, the system may have considerable difficulty in
providing needed school housing.

Recommendations

The heavy reliance upon local funds to finance needed school
construction, the variations in the quality of school buildings in
local districts, the differing social and demographic conditions, and

the wide variations in per pupil wealth among school districts suggest
the following recommendations:

1. At the first opportunity, the constitutional ten percent debt
limitation on school districts should be rescinded. It has no practical
value and if -a true need existed for debt beyond ten percent, it would
provide a harmful barrier.

2. Additional staff time in the State Department should be
allotted to studies of school building construction needs. The present
regulations concerning needed reports from school districts should be
given the force of law,

3. A study should be sponsored by the state to determine the
current and projected needs for school building construction and to ex-
amine the factors that cause people to migrate.

4. sSpecific recommendations fur state action include variable
grants based on the state recognized project costs and a debt service

grant program that recognizes prior effort for constructing school
facilities.

a. Variable Grants for New Construction. Funds for school
construction should be provided on a percentage basis
equalizing at the same ratio as the foundation program.
Cistricts that wish to spend beyond the amount approved
by the state would be responsible for the additional cost.
The immediate obligation of the state would be to parti-
cipate in the non-debt fund in the same ratio as in the
equalization program for cursent opesrations.

b. Equalized Grants for Debt Service. The debt service dgrant
program would provide funds to aid districts in meeting
bond and interest payments for approved or existing buildings.
Guidelines would need to be daveloped to determine what portion
of the building's cost would have been originally approved,

xviii

and the state participation would only be in the approved portion_
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of the unpaid ba.ance. The determination of the state's
share would be made in the same manner as in the variable
grants for new construct:ion.

5. Consideration should also be given to having the state es-
cablish a state bonding authority which would purchase or supervise
43 sale of district bonds. The state could legally guarantee the
d~bt service payments on the honds by having the state meet the

obligation from any defaulting district's state aid.




Pupil Transportation Program

The primary economic base of South Dakota consists of agricultural
goods and services. With broad expanses of land used for raising cattle
or production of grain, South Dakota's population density is one of the
lowest in the nation. Except for the southeastern region of the state,
and to some extent the southwestera region, South Dakota is sparsely
populated. These socio-demographic conditions influence the nature of
transportation programs. The density of the transported student pop-
ulation is quite low in most school districts. Most regilar bus routes
extend a considerable number of miles over the geographic region encom=
passed by the district. In several instances regular district trans-
portation cannot be provided pupils living great distances from attendance
centers because it would be uneconomical or because weather conditions
would not allow bus passage. Where regular transportation services
cannot be provided, parents or guardians are often required to transport
their own children, or pupils must bdard near an attendance center or a
regular bus route,

Decisions concerning the administration of local school transpor-
tation programs and the determination of transportation services are
largely vested in local school districts. Policies regarding the degree
and level of services to be offered within the district, eligibility
rules, provisions for regular routes, and bus usage are made primarily
by local sclicol boards. Other matters relating to the provision and
procurement of equipment and supplies, the employment of personnel, and
the management of the district transportation budget fall into the realm
of local jurisdiction within state guidelines.

For example, the state mandaces no provision for the transportation
of pupils who are at a higher level than the eighth grade. If local
school districts wish to provide transportation services for pupils in
grades 9-12, they may do so and such services will be reimbursed roughly
on the same basis as services to students in grades K-8. The rationale
behind this policy is that compulsory educacion extends through age 14
in South Dakota; therefore, decisions concerning the establishment of
education and provisions for services for pupils beyond age 14 should be
relegated to the local districts.

Under existing programs, state reimbursement is based on the cost
of any one of the following local programs:

1. one school district may co.itract with another school district
to furnish bus service but may use only district-owned vehicles.

2. A school district may transport non-resident pupils to its
facilities, provided that charges for such transportation are levied
against the district in which the pupil resides. The minimum costs
charged for transporting non-resident pupils shall be equal to the

.average adjusted transportation cost per pupil two years prior. For
example, the minimum charge for transporting non-resident pupils in
1972-73 was $98.00 per pupil.,igris amount was based on the avarage
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adjusted per pupil -ost of su4.11 in south Dakota for district-owned
vehicles in 1970-71.

3. sState reimbursement of local school district transportation
<costs in any given school year is based on the reimbursement allowances
calculated by the state for tac previous year. To illustrate, state
reimbursement allowances for lo.al costs in 1972-73 will be received
by school districts in the 1973-74 school year.

4. The school board of the school district, after the assignment
of any exceptional child having schocl residence within the district,
shall provide transportation services. Mileage allowances to families
may be made in lieu of district transportation.

5. Local school districts may participate in a state bidding
program for tires.

state reimbursement is based on 50 percent of the net cost of
operation with a ceiling of $3,000,000 available from the state for all
schuol district transportation costs. Thus, if 50 percent of the total
net cost of operation in the state exceeds $3,000,000, each school district
will receive a pro rata share of the $3,000,000.

A comparison of South Dakota's average per pupil cost indicated
that the state's costs are in excess of those in other states. General-
izations or conclusions from these data should he made with extreme
caution, for the other states' average per pupil costs in the study were
not comparable to South Dakota's except in two or three instances. Most
states do not include bus depreciation, administration, or insurance in
their cost figures. Average cost per pupil may not be an adequate basis
on which to compare south Dakota with other states because of the sparsity
of population. Average cost per pupil mile may be a more appropriate
Lbasis upon which to make comparisons. When South Dakota's expenditures
on this basis Werecompared with similar states, the state's districts
were Spending less per mile on the average to operate their buses than
their counterparts. Further analysis of the data indicated that the cost
of school district owned and operated vehicles appeared to be less than

the cost of privately owned and operated vehicles operating on a contract
basis.

Recommendations

The following recommendations are presented as steps to be taken
in improving South Dakota's pupil transportation program:

1. ‘the state should implement a purchase and lease plan whereby
either the state or the local district purchases buses outright and
¢cither operates buses or leases them to vrivate contractors.

2. The state should cither administer the insurance program and
Lid policies on a statewide hasis, or louepegchool districts should
s ol




re-bid their transportation insurance vregram in an effort to attract
rates more in line with the dollar amount of insurance claims collected.

3. The state should establish criteria regarding what coes and
does not constitute a bus route and should identify the costs which will
be reimbursed according to the state transportation formula.

4. The cost limitations in the present statute should be revised
in a manner which will allow the limitation to fluctuate with acfual
expenditures,

5. Provisions for state reimbursement should recognize all stuadents
in grades Kk-12.

6. Mileage limitations for reimbursement programs should be redu;ed
to one mile for all pupils.

7. Each local school district's entitlement for pupil transportation
purposes should be calculated through the use of a power ‘curve on which
the cost ver pupil day is plotted from the vertical axis and the density
per linear mile on the horizontal axis. The formula to be used in v=aXxP,
and the district entitlement would be determined by plotting all districts
in the state and then using the formula to determine the point of inter-
sect between the curve of best fit and the transportation density of
the district.

A district's entitlement would be determined by multiplying its graph

adjusted cost by the annual total number of transported days for the
district,

8. The transpcrtation formula should incorporate a weight for the
transportation of handicapped children who cannot be transported on
regular transportation equipment. The allocation weight factor for
handicapped children should be at least 5.00,

9. The formula for the allocation of funds for transportati.on
programs should be revised so that it will operate on an equalization
basis. The graph adjusted cost is included in the foundation program
costs an-< the required local effort is subtracted from the sum of the
two elements,

~y
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FISCAL ABILITY AND FISCAL EFFORT#*
SECTION I

In recent years, the concept of education as an investment in
human capital has gained much attention among economists and educators.
The notion that increases in national productivity are directly re-~
lated to increases in educational effort has been documented by con-
temporary research. Accordingly, failure to maximize economic returns
to the national economy and to the local economies of the 50 states
from optional investments in the development of human resources
leads to a misallocation of national resources.

The legal responsibility for the major thrust of public education
has been delegated to the states by interpretation of Article X of
the Amendments of the Constitution of the United States which stated:
“The powers not delegated to the United States by the Constitution nor

prohibited by it to the States, are reserved to the States respectively,
or to the people."

gubsequently, each of the 50 states have developed state constitu-
tional provisions for a state system of public education. The
Constitution of the state of South Dakota, Article VIII, Section 1,
stated:

The stability of a republican form of government
depending on the morality and intelligence of the people,
it shall be the duty of the legislature to establish

and maintain a general and uniform system of public
schools wherein tuition shall be without charge and
equally open to allj and to adopt all suitable means

to secure to the people the advantages and opportunities
of education.

The degree to which equality of educational opportunity has
been provided by state legislatures is being challenged throughout the
nation. Nationally, an average in excess of 50 percent of the costs
of providing elementary and secondary public education services has
traditionally been provided by local units of government. During the
1971-72 school year, nearly 70 percent of revenues for operation of
schools in South Dakota was provided by local sources. Because such
a major portion of educational revenues have been derived from local
sources, variations in local capacity to finance public education as
well as variations in the willingness of local communities to commit
available resources are of primary importance for meeting state and
national goals.

*aA study performed by Don C. Patton, Department of Educational
Administration, Ball State University.:?,l
’l -]




The purpose of this portion of the study was to conduct a com-
prehensive analysis of fiscal ability and fiscal effort for financing
public education in South Dakota, The first section of the report
deals with gen~ral demographic characteristics and trends in South
Dakota. The second section deals with the general fiscal ability of
the state of South hakota for financing educatjon and variations in
fiscal ability among local school districts by selected categories.

The third section reports an analysis of the relative fiscal effort
exerted by South Dakota for financing education compared to neighboriny
states and United States averages and variations among school districts
by convenience groupings. The final section presents conclusions

drawn from the analyses and recommendations for improvement of
educational financing in South Dakota. )

General Characteristics of South Dakota

South pDakota is one of the larger states of the nation as 1
measured by geographic area, covering in excess of 76,000 square miles,
The state is predominancly rural in nature with well over half of the
1970 population living in rural areas. In excess of 90 percent of the
land area is classified as farm land. The farms, in general, are large
as compared to national averages, with the average size farm containing
about 1,000 acres in 1969. Average size of farms in the state has
nearly doubled since 1940. Nearly half of the farm income is derived
from the production of beef cattle. Primary grain crops are wheat and
corn, which when comained, accounted for less than 12 percent of all
farm income in 1969. '

General Population

The general population of South Dakota experienced modest growth
between 1940 and 1960 but some decline was experienced during the decade
following 1960. The data presented in Table 1 show population changes
for South Dakota, six selected neighboring states, and the United
States for the census years 1950, 1960, and 1970.

Minnesota was the only state in the comparison in which population
growth exceeded the national average during the decade of the sixties.
All of the states as well as the average for the nation showed reduced
growth during the decade of the sixties as compared with the fifties
while both south Dakota and North Dakota actually lost population.

South Dakota Population by Pianning Districts

A general population distribution for South Dakota by planning
districts for each of the three census years 1950 to 1970 and the
percentage changes for each district is shown in Table 2. A map of
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TABLE 1. General Population--South Dakota, Selected Neighboring
States and the United States, 1950-1970

1}

Percent Percent
State 1950 1960 Change 1970 Change

Minnesota 2,982,483 3,413,864 14.5 3,804,971 11.4
~ Iowa 2,621,073 2,757,537 5.2 . 2,824,376 2.4
Nebraska - 1,325,510 1,411,330 2.8 1,483,493 5.1
Montana 591,024 674,767 14.2 694,409 2.9

south Dakota . 652,740 680,514 4,3 665,507 - 2.2

North Dakota 619,636 632,446 2.1 617,761 - 2.3
Wyoming 209,529 © 330,066 13.6 332,416 0.7
United

States 154,233,234 183,285,009 18.8 203,211,926 10.8

S ————>

Source: U. S, Census Data, 1970.

South Dakota outlining the planning districts used for convenience
groupings in Table 2 and in several subsequent tables is presented in
Figure 1. The districts were established by executive order of the
Governor of South Dakota in December, 1970.

TABLE 2. Population Distribution and Changes by Planning District=-
South Dakota, 1950~1970. :

Planning Percent Percent
District 1950 1960 change 1970 Chénge

I 107,418 105,597 - 1.6 97,865 - 7.3
11 126,442 139,380 10.2 146,654 5.2
I1I 109,549 103,184 - 5.8 97,428 - 5.5
v 127,208 120,872 - 4.9 115,094 - 4.7
v gl,11e 85,530 5.4 78,957 - 7.6
VI 101,007 125,951 24.6 129,509 2.8

South Dakota 652,740 680,514 4.3 665,507 - 2.2
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Figure 1. South Dakota Planning Districts.

Source: South Dakota Department of Public Instruction, by South
Dakota Cuuncil on Economic Education, South Dakota in Maps, Pierre,
S.D.: The Department, 1973., p. 15.

Interesting shifts in population distribution have occurred
during the two decades studied. The western region of the state and
second largest by population, Region V, experiencud the greatest growth,
nearly 25 percent, between 1950 and 1960. A cursory analysis of
population change by county showed that Pennington Ccunty was the
center of most of the growth. The grovtth had slowed considerably to
less than thtee percent betweern 1960 ani 1970. Rapid City, second
largest city of the state, by populatior.,, is the county seat of
Pennington County.

Region II, tie southeastern corner of the state and the largest
region, was ilie second fastest growing region during the fifties, and
became the fastest growing region during the decade of the sixties.
Minnehaha County contains the largest city of South Dakota, Sioux
Falls. Clay Ccunty in Region II experienced nearly a 20 percent
growth in population between 1960 and 1970.

¢

Region Vv, the central regica of the state, switched from a
moderate growth of 5.4 percent ii. the fifties to a decline of 7.6
percent during the sixties. Regiun V was the smallest region by 1970
census data, but two counties, Todd and Buffalo, although sparsely
populated, experienced marked percentage growth increases during the
decade of the sixties. Todd County is a part of the Rosebud Ir iian
Reservation while Buflalo County comprises a major portion of the Crow
Creek Indiar. Reservation.




Region IV was the third largest region by population in the
state, but Brown Uounty, containing the city of Aberdeen, was the only
county which experienced growth during the decade of the sixties. The
net population loss for the ruegion WJs.nearly five percent.

Region I uand III, east central and southeast central respectively,
were about the same size by 1970 popvlation, but the loss of popula-
tion in Region 1 was in excess of the loss in Region III, The two
regions experienced the highest percentage losses in population among
the six planning regions of the state between 1960 ~d 1970. Brookings
County with a 10 percent plus growth was the only % ity in Region I
which experienced a population growth during the si..cies. The growth
was nearly constant with the growth of the preceding decade. In
Region 1II, Yankton County and Charles Mix County each experienced
modest growth during the sixties while all other counties in the region
showed declining population.

In summary, only Regions II and VI of the state of South Dakota
showed growth during the decade of the sixties. The greatest population
losses were experienced in Regions V and I, each experiencing seven
percent losses during the ten-year period. Districts TII and IV lost
5.5 and 4.7 percent respectively. The state of South Dakota experi-
enced a net population loss of 2.2 percent during the decade of the
sixties while the average change for the nation was a 10.8 percent
increase.

Population by Potential'School Attendance Age Group

The final analysis of general population dealt with pot:ntial
school attendance age group, that is, the United States Census category
of ages five years to under 18 years. Population data for the selected
age group and respective percentage changes are reported for South
Dakota, six selected neighboring states, and the U. s. averages for
the years 1950, 1960, and 1970 in Table 3.

Data were compiled for the six South Dakota Planning Reg..ons
for an analysis of potential school age population distributinn and
respective changes within the state. The summary data are included
in Table 4.

South Dakota planning districes VI, Il and V experienced
increases during the sixties in the population age category five to
under 18 years while districts I, IV and III experienced net losses.
The loss in district III, however, was negligible.

when compared to the data reported in Table 2, which represented
distribution trends of the total general population by South Dakota
planning districts, the trend for increased numbers of school age youth

o8




TABLE 3, Population Ages Five Years to Under Kighteen--South pakota,
Selevted Neighboring states and the United States, 1950-1970

Percent Percent

State 195D L960 Change 1970 Change
Minnesota 615,540 867,373 40.9 1,049,716 21.0
Iowa 535,885 680,54 26,9 741,725 9.0
Nebraska 266,236 339,700 27.5 387,269 14.0
Montana 126,729 177,306 39.9 196,071 10.5
south Dakota 144,468 179,036 22.3 186,662 4.8
North bakota - 148,239 172,090 16.0 175,012 1.6
Wyoming 62,867 86,948 38.3 91,652 5.4
United States 30,175,410 43,881,109 45.4 52,489, 744 19.6

Source: U, S. Census Data, 1970.

TABLE 4. Age Five to Under Eighteen population Distribution and
Changes by Planning District--south Dakota, 1950-1970

Planning Percent Percent
District 1950 1960 Change 1970 Change
I 24,693 27,268 10.4 25,859 - 5.1
II 25,296 35,403 39.9 40,212 13.5
III 24,152 26,584 10.0 26,523 - 0.2
v 28,607 32,603 13.2 32,085 - 1.5
v 20,473 24,186 18.1 24,9%e6 3.1
V1 22,275 31,964 43.4 37,037 15.8
Souvth bDakota 145,496 178,008 24.4 186,662 4.9

Source: Compiled from U.S. Census Data, 1970,




in the western region of the state, District V1, was marked. Region 1II,
the southeastern most region showed the greatest general population
growth, but the second largest percentage of potential school age
population yrowth during the sixties,

Public School Enrollments

rublic school enrollments for the eleven-year period 1961-1962
to 1971-1972 for South Dakota and the United States were analyzed for
discernible trends. Data pertaining to public school enrollments are
reported in Table 5. The year 1961-1962 was selected as a base Year
with respective changes reported as annual percentage changes and
cumulative percentage changes after the base year.

Generally, a dacline in annual rate of public school enrollments
has been experienced for the United States and South Dakota as well.
lowever, an overall 20 percent increase in enrollments for the nation
during the 10-year period, 1961-62 to 1970-71, was accompanied by
approximately a five percent increase in South Dakota: During three
of the last four years reported in Table 5, South Dakota experienced a
net loss in enrollments. A cur=ory glance at data for the school year
1972-73 revealed that the trend was perpetuated. Although population
growth for the nation increased during. the decade of the sixties and
potential school age population increased even greater, the trend as
perceived through public school enrollments is for a leveling off, if
not a decline, during the seventies. Current predictors would not lead
to the conclusion that radical decreases should be anticipated for South
Dakota generally, nor should the increases of the sixties be counted as
rontinuing to prevail.

Economic Bases

Primary tax bases for state and local revenues have been clearly
established as income, consumption and wealth. Changes in personal and
per capita income, retail sales and property valuations were studied
for trends as such trends may relate to future public school financing in
South Dakota. Where data were available, comparisons .were made for
South Dakota, six selected neighboring states and United States averades.
The sections which follow deal with each of the three selected economic
bases,

personal and Per Capita Personal Income

Data pertaining to relative personal and per capita income for
South Dakota, six selected neighboring states and the United States for
1950, 1960 and 1970 are reported in Tables 6, 7 and 8. Table 6 shows
personal income in millions for each of the three selected census years

ot
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TABLE 8., Indices of Per Capita Personal Income--South Dakota and
Selected Neighboring States with United States Average
as a Base, Census Years 1950, 1960 and 1970

Index of Per Capita Personal Income

State - 1950 1960 1970
United states 100.0 100.0 100.0
South Dakota 83.0 80.4 80.7
Iowa ' 99,2 89.6 94.0
Minnesota 94.2 95.3 97.5
Montana 108.4 91.9 86.1
Nebraska 99,5 95,2 95.6
Norlh bDakota 84.4 77.3 76.3
Wyoming 111.4 102.0 90.6

— — ——— — _ _ .}

Source: Compiled from Survey of Current Business, August, 1971,
p. 31,

with the ranking of the selected states among the 50 states and the
District of Columbia for each year and the percent change during each
of the two decades studied. Table 7 shows the same categories of
information for per capita personal income in dollars. Per capita
personal income data were subsequently analyzed for each of the three
census years by expressing per capita personal income as a relative
index using the United States average as a base (100.0) for each Year,
The respecti/e indices are reported in Table 8,

An analysis of the data reported in Tables 6, 7 and 8 revealed
that by measures of personal income, South Dakota is well below
national averages. When changes in total personal income, Table 6,
were reviewed independently, a slight relative improvement was noted
by a shift in ranking among the fifty states from the position of 46
to the josition of 45. Compared to neighboring states and the United
States average, although relative change in personal income was not
marked, the conclusion can be drawn that the state of South Dakota was
not experiencing an unfavorable decline wi*h respect to counterpart
states.

A study of the data reported in Table 7 revealed that per
capita income in South Dakota d g the decade of the sixties experiw
enced a slightly higher percentMatincrease (77.6 percent) than the

1l
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national averaye (/uv,9 percent), Neighboring states of Nerth Dakota
(74.7 percent), Montana (v5,8 percent) and Wyoming (57.2 percent)
experienced a smaller than national average increase.

When per capita personal income for South Dakota and the six
selected neighboring states was expressed as an index using the
national average for each of the three census years as a base of 100.0,
the emphasis was redirected from relative percentage changes between
decades in per capita income to relative comparisons of static data
for each of the three census years. The data for Wyoming illustrates
the difference in thrust. For the census years 1950 and 1960, Wyoming
clearly had the highest per capita income of the six selected states and
South Dakota. However, Wyoming experienced a relatively constant
decline in index from 1950 to 1960 and 1960 to 1970. A similar con-
dition may be observed for the case of Montana. South Dakota, on the
other hand, experienced a modestly declining index between 1950 and 1960
with a slight increase in relative per capita personal income between
1260 and 1970. The same trend cnuld be observed for Nebraska and Iowa.
Minnesota was the lone state in the comparison with a gain in relative
per capita personal income for the two decades.

In summary, with regard to personal income and per capita
personal income as economic indicators, the position of south Dakota
is stable if mot indicative of modest improvement when compared to
selected neighboring states and averages for the nation as a whole.
Income as a tax base offers a potential source of sizable amounts of
revenue for the state of South Dakota.

Retail Sales

The second economic base studied was retail sales. Taxes on
consumption have, for the past several years, served with taxes on
income as a leading producer of state revenues. Volume estimates and
percentage changes in retail sales were analyzed for South Dakota, six
selected neighboring states and the nation for selected years of 1960
and 1971, Data pertaining to retail sales are reported in Table 9.

The volume of retail sales in South Dakota was well in excess
of one billion dollars during 1971. Retail sales increased by nearly
63 percent between 1960 and 1971. While the increase in retail sales
for the nation during the same period was in excess of 78 percent, the
South Dakota increase was surpassed only by the neighboring states of
Iowa, Minnesota and Nebraska. When compared with population changes
and per capita income changes for the same selected states, the position
of South Dakota with respect to growth in retail sales was somewhat
consistent with expectations. The tax base should continue to expand
with the general improvement of the state economy with the expansion
compounded by the effects of inflation. The present four percent
retail sales tax in South Dakota provides a favorable source of state

35
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TABLE 9. Retail sales Estimates--South Dakota, selected Neighboring
States and the United States for Selected Years, 1960 and

1971
(bollar values in millions)

Percent

State 1960 1971 change
south Dakota S 832.24 $ 1,353.23 62.6
Iowa 3,625.52 6,348.96 75.1
Minnesota 4,275.81 7,283.46 70.3
Montana 894.95 1,388.89 55.1
Nebraska 1,832.48 3,302.96 80.2
North Dakota 790. 59 1,213.83 53.5
Wyoming 457.08 656.72 43.6
United States 219,830.84 392,586.64 78.5

e ——————————————————————————

Source: Sales Management, "Survey of Buying Power," May 10,
1961, and July 10, 1972.

revenue. Increases in the state levy on a sizable and expanding retail
sales tax base provide an alternative for future state revenue needs in
the state of South Dakota.

Property Valuations

The third economic base identified for study was valuation of
‘real and personal property for tax purposes. Taxes on assessed
valuations of real and personal property have historically provided
the largest source of revenue for services provided by local governments
in the United States.

Table 10 contains data with regard to assessed valuations of
property subject to local general property taxation for South Dakota,
six selected neighboring states and the United States for the years
1956 anad 1966. The first two columns of data deal with total taxable
property, after exemptions, for each of the selected years, and the
third column shows the percent change between 1956 and 1966. The
five columns on the right hand side of the table contain data with
regard to real property that is locally assessed. Extreme caution must
be exercised in interpretations of data which compare state property
assessments because legal bases for property taxation vary widely from
state to state. Particularly, totals.ﬁf averages for the nation have

W
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limited application as a criterion for meaningful comparisons. However,
some inferences can be made from the data reported in Table 10. The
percentage of increase in the total property tax base was less for
South Dakota than all other states with the exception of North Dakota.
Also, the ratio of assessed value to sales price declined during the
10-year period for all states in the comparison with the South Dakota
assessment ratio declining nearly six points--greater than for any of
the neighboring states. Complexity of arriving at assessment/sales
ratios places a constraint upon finite application of such retios, but
may be comfortably used to call attention to a need for review of

assessment practices within the state to support or refute the indicated
trend.

It was interesting to note from the extreme right hand column
in Table 10 that South Dakota experienced the greatest increase in the
taxable value of locally assessed real oroperty, excepting the total for

the nation. 1In 1966, about 70 percent of the real property in South
Dakota was locally assessed.

Assessed valuations and percentage changes for tax payment years
1962 through 1972 for the state of South Dakota are shown in Table 1l.
The assessed valuation is comprised of several components. On the one
hand, assessed valuations are grouped as agricultural property and non-
agricultural property because of differential rate structures on the two
classifications of property. On the other hand, local property is

classified into the following categories by level of government for
assessment:

Locally Assessed Centrally Assessed
Real Estate Railroads
Personal Property Utilities

Money and Credits

Assessed valuations, as shown in Table 11, have increased by
nearly 50 percent during the period from 1962 through 1972. Little
change was noted for the tax payment years of 1966 and 1967 while
large increases were experienced in 1970 (10.6 percent) and 1968
(7.8 percent). Although a brief review of county assessments within
the state revealed wide disparities, a total property tax base well in
excess of three billion dollars and increasing on the average, in
excess of four percent per year, provides optimism for revenues from
such a source in future years. '

In summary, with regard to the three economic bases studied,
South Dakota is in favorable fiscal pJ:ition to continue to focus on
improvement of public education.




TABLE 11. Assessed.Value of Property Subject to
Property Taxation--South Dakota, 1962-1972

Tax Total Assessed Annual Percent
Payment Valuation Percent Changes
Year (In Millions) Change After 1962
1962 $ 2,204 - -
1963 . 2,275 3.2 3.2
1964 2,333 2.5 5.9
1965 2,399 2.8 8.8
1966 2,393 0.0 8.7
1967 2,414 0.1 9.5
1968 2,603 7.8 18.1
1969 2,736 5.1 24.1
1970 3,026 10.6 37.3
1971 3,074 l.o 39.5
1972 3,228 5.0 46.5

Source: 1971-1972 Educational Statistics Digest, S. D. Department
of Public Instruction and Annual Statistical Report, 1971-1972, s, D.
Department of Revenue. Percentages were computed.

Sources of State and Local Revenue

A review of selected literature revealed that for the 1971-72
school year, local sources of revenue provided, on the average, 52 per-
cent of the total revenue for the operation of public schools in the
United States. Forty-one percent was derived from state sources and
federal sources provided seven percent of the total public school
revenue. Approximately 92 peccent of all local revenues in 1971-72
were derived from taxes on real and personal property. Sources of
state revenue were more varied among the 50 states, but were derived
mainly from taxes levied on retail sales and income while federal
sources of revenue have been gredominately based upon the income of
individuals and corporations. The two sections which follow pertain
to public revenues for South Dakota derived from state sources and local
sources respectively. 1n each section, general patterns of governmental
financing are followed by patterns of financing for public elementary
and secondary education.

Sources of State Revenue
Tax reform to meet increased demands for publicly produced goods

and services has become a universal concern for state legislatures. A
brief review ot fiscal concerns of the state of South Dakota revealed

s 30




that the state is not uniquely different. Increased state Laxes have
consistently been a topic of the South Dakota Legislatures of recent
years. Evidence to support the position that sincere and dedicated
efforts toward tax reform have been undertaken by South Dakota lawmakers
was provided by numerous studies that have been conducted by taxation
consultants, both in-state and out-of-state. Neither space nor
rosources for the present report permitted a comprehensive analysis of
state tax reform. However, the following paragraphs briefly provide a
contemporary perspective of state taxation for South Dakota and sub=
sequently, pattems of state allocation for public schools.

Sour-es for State Government Generally

During the fiscal year 1972, nearly $120 million dollars was
zollected by the state government of South Dakota from 27 separate

taxes. For convenience, the taxes were grouped into seven categories

Nearly one-half of the revenue collected in 1971-72 by the
Department of Revenue, state of South Dakota, was derived from a Iour
percent general retail sales and use (storage or consumption) tax. The
tax is an excellent producer of revenue and preliminary predictions
for fiscal 1973 and 1974 have been estimated by the Department of
Revenue at $63.2 million and $67.0 million respectively.4 In addition,
the cities and/or towns of Sioux Falls, Rapid City, Aberdeen, Deadwood,
Custer, Hot Springs, Spearfish, Sturgis, Walls and the Pine Ridge
Reservation received revenues collected by the state from an additional
local options sales tax of one cent applied to the state retail sales
and use tax base for the civil division opting the tax. State revenues
from the general retail sales tax are receipted into the state General
Fund for appropriations by the state legislature while revenues from
the city and town optional levies are returned to the civil division
which levied the tax.

Motor fuel taxes are the second largest producer of state
revenues, providing nearly 28 percent of the 1971-72 total revenues.
Motor fuel taxes are for the most part, dedicated for highway usage
and provide little prospect for educational usage in the future.

Other sources combined provided less than 20 percent of the
1971-72 total revenues for the state. Some are-dedicated for specific
governmental purposes for the most part, while others provide nominal
contributions to the state General Fund. For example, approximately
60 percent ($3.66 million) of the alcoholic beverage taxes and fees
were receipted into the state General Fund in 1971-72.

State Allocations for Public Schools

State allocations for public schools in South Dakota accounted
for an average of less than 14 percent of all receipts during the
1971-72 year. Table 13 contains a summary of receipts by source for
the 37 common school districts and tRe 195 independent school districts

‘:l\
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TABLE 12, Sources of State Rewvenue--South
Dakota, Fisval Year 1972

Amount : Percent
Type of Tax Description (In Millions) of Total
general sales 4% for State $ 57.71 48.3
and uUse 1% for 1J Cities 4.77 4.0
Motor Fuel . Variable 7 and 6 cents/
gallon plus $100 annual
license and temporary
permits: interstate
truckers 33.27 27.8
Cigarette 12¢/package plus :
$150/1icense/year 8.10 6.8
Auto Regis-
tration 3% - initial registration 5.99 5.0
Alcoholic Variable license fees =
Beverage Occupation taxes =
variable = 10% gross sales,
wholesalers 5.61 4.7
Inheritance 1 1/2% to 24%
mXemptions $100 - $15,000 2,72 2.3
Micellaneous Bank FPranchise = 5 1/2% net

income; Private Carline - 6%

gross receipts; Railway

Ixpress =~ 6% gross receipts;

Trading Stamp License =

annual $50: luin Laundry

License - $5 and $6 per

machine; Anti-Freeze and

Contractor Licenses =«

annual $20. 1.33 1.1

Total Revenues $119.50 100.0

Source: Annual statistical Report, 1971-1972, Department of
Revenue, South Dakota.




of the state that participated in state aid allocation during the
1971-72 school year.

TABLE 13. keceipts by Governmental Source~--South Dakota Common and
Independent School Districts, 1971-72

Percent
Source Amount of Total
Revanue
Local $ 101,512,586 71.38
Ccounty 1,439,412 1.01
state (Total) (19,702,743) (13.85)
Appropriation 14,993,331 10.54
Apportionment 3,576,257 2.51
Other 1,133,155 .80
Ferleral 17,856,404 12.56
Non-Revenue 1,297,404 91
Transfer Receipts -
Other States 409,533 29
TOTAL $ 142,218,082 100.00

Sevrce:s 1971 -1972 Educational Statistics Digest, South Dakota
Department of Public Instruction.

State allocations to local public school districts during the
1971-72 school year were categorized into ten sources as follows:

(1) General Support=--a flat grant per clastcroom unit.
(2) Equalization Support.

(3) state Apportionment from the Permanent School Fund.
(4) Transportation Support.

(5) Exceptional children Fund.

(6) Vocational Education Fund.

(7) Instructional Television Fund.

(8) Tax Base Depleting Acres Distribution.

(9) Public shooting Funds Distribution.

(10) Food Service Fund.

The first three sources are incorporated into the computation
of the state minimum foundation psogram which is used as a vehicle for
allocation of about 80 percent of all state appropriations for public
schools in South Dakota.

The minimum foundation program is based on classroom units,
weighted independently for elementary and secondary schools for sparsity

4»
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of population considerations. Ten percent of allowable classroom units
is added for administration and supervision for eligible independent
school distiicts. During the school year being studied, 1971-72, the
foundation program was defined as $8,000 per classroom unit. The
foundation progra was increased by the South Dakota Legislature to
$8,500 per classroom unit for the 1973-74 school year.

For compnutatin of equalization support for each local school
district, a flat grant of 1,000 per classroom uni% (increased to
$1,350 for 1973-74) is added to the state apportionmen* from income
on permanent scheol funds (based on number of eligible school age
children residing in the district), receipts from students transfers
and local income produced on qualifying levies of 13 mills and 18 mills
on adjusted local valuations of agricultural and non-agricultural
property respectively. The sum of the three sources of income for
the local school district is subtracted from the defined foundation
program to determine local school district equalization entitlement.
For the past several years, state appropriations have not been adequate
to fully fund the foundation program. State education officials have
estimated that local minimum foundation entitlements will have to be
prorated at about 77 percent for the 1973-74 school year.

The fourth source of state aid t» local schools, transportation
support, has been based on $20 per puril in average daily attendance
transported. The computation of transportation support has been revised
for 1973-74 as 50 percent of the adjusted transportation cost (18
cents per mile maximum), plus mileage paid to parents. and room and
board where applicable, less specifically designated transportation
receipts from other sources. State appropriations are estimated to
be inadequate for totally funding the 1973-74 transportation program.

A 90 percent prorated allocation has been estimated.

In recent years, money has been appropriated each year by the
South Dakota Legislature to reimburse school districts for special
education programs, that is, programs for exceptional children. 1In
1971-72, on the average, about 13 percent of the total cost of
such programs throughout the state was financed by the special state
appropriation.

Special state appropriations are made each year for reimburse-
ment of vocational education programs. Such state funds are used for
matching funds from federal sources and allocations are based on
project approval. Job opportunities and manpower needs are criteria
used in prorating allocations.

The Instructional Television Fund has been established by the
South Dakota Legislature for the purchase and/or rental of instructional
television programs in public schools. The size and availability of
such allocations are small.

/‘!

Tax Base Depleting Areas and Public Shooting Funds distributions
consist of reimbursements by the state based on local revenues foregonhe
by the local district on e taxable value of such property.

- | 13
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Finally, the Food Services Fund consists of annual state matching
appropriations for federal funds. The money is allocated based on
the numbers of children participating in the lunch program as
established by Section IV of the National School Lunch Act.

In summary, most of the state aid allocated to South Dakota
local school districts is by state appropriation of funds for the
minimum foundation program. Saveral other sources combined comprise
about 20 percent of the state allocations, but are for the most part
categorical in nature. 1In general, it was concluded that the
Legislature has failed to appropriate adequate funds to accommodate the
minimum foundation program and the transportation distribution formulas.
Accordingly state aid entitlements have been escalated downward by
a prorata computation, forcing local sources of revenue to bridge
the gap created by such shortages,

Sources of Local Revenue

For convenience of reporting, sources of educational revenue
from local and intermediate levels of government were combined under
the general heading of sources of local revenue.,

As reported in Table 13, over 72 percent of all South Dakota
public school revenues for the school year 1971-72 were derived from
local sources. "“bout one percent were allocated to local school
districts by invermediate or county governments while the remaining
71 percent was derived from income collected directly at the local
school district level.

The largest single source of local public school revenues was
the tax levied on the assessed value of real and personal property.
Assessments of local property in South Dakota are equalized at the local
level by a local equalization board of assessment. The county board of
commissioners for each county is charged with the responsibility of
equalizing for differences in assessment prcctices among local units
of government. A State Board of Equalization hears and rules on appeals
with regard to local assessments. The South Dakota State Department
of Reveiiue supervises assessment procedures and annually compiles a
ratio of sales to assessment of property for each county. The ratio
factors are computed independently for property classified as rural and
urban and are applied to local assessments for purposes of state
minimum foundation program computations. Legal provisions of the
state direct that property is to be assessed at real and true value
and taxed at 60 percent of such value. Observation of actual practice
would indicate that a departure from the 60 percent criterion was
common, For 1972 taxes payable in 1973, the taxable vilue of all sales
reported in the state represented 39.4 percent of the twtal aggregated
selling prices according to the computations by the State Department
of Revenue. The range for the 67 counties of the state wae from a low
of 29.3 percent to a high of 53.3 percent,

44
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Local :ichool districts may levy taxes on the local property
tax base for tour distinctly geparate educational accounting funds--
General Fund, special Education Fund, Capital Outlay Fund, and the
Bond Redemption Fund. The four funds and attendant statutory local
property tax levy limits are reported in Table 14.

TABLE 14, Mazimum Local Property Tax lLevies for Public
Schools by Fund--$outh Dakota

= —

Fund Type of School 7 Statutory Maximum Levy

Generalg/ Elementary only 20 mills~--all property
. . 14 mills==agricultural
High School only (20 mills--non-agricultural

) 24 mills=--agricultural
Elementary & High School (40 mills--non-agricultural

Special Education Elementary & High School 2 mills=--all property
Capital oOutlay Elementary & iiigh School % mills-=-all property
Bond Recdemption  Elementary and High School — Amount necessary

source: Administratiggiggnual for South Dakota Schools, Department
of pPublic Instruction.

E-/An additional levy not to exceed 1C mills may be levied by
referendum approval of 75 percent of the electorate. Also a minor
permissable levy may be made on moneys and credits, but produces
insignificant revenues.

Constitutional debt limitation for school districts is established
at 10 percent of the local assessed valuation for the issuance of
serial bonds. Bonding for capital outlay financing must be approved
‘by 60 percent of the electorate.

In addition to the local property tax, miscellaneous local sources
of revenue include (1) a bank franchise net income tax distributed by
the counties, (2) gross receipts taxes on rural utilities, (3) a county

_ apportionment tax from miscellaneous county taxes and fines, (4) a
county dog tax, and (5) income from rental or sale of county-owned real
property.

In summary, taxes levied on real and personal property provide
the major existing and potential source of local revenue for public
schools. Statutory limitations on millage levies provide a constraint
for sizable amounts of additional revenues for the operation of
educational programs.
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Characteristics of Current State School Financing Patterns

The distribution of gtate revenues to local school districts has
shown a history of state legislatures struggling with the problem of
maximizing returns from public educational investments by means of
state allocations of funds to local school districts. Two commonly
adopted procedures for distributing state funds to local school
districts have been flat grant programs and equalization programs.
State flat grant funds are distributed on a per pupil or a per class-
room basis irrespective of the wealth per pupil in the local school
districts within a state. State equalization funds are distributed
on the principle that the size of the allocation should be inversely
proportional to the wealth of the local districts.® Jordan reported
that in 1949-50, 44.9 percent of the states had an equalization pro-
gram while in 1968-69, 77.5 percent of the states had programs of the
equalization variety. '

The National Educational Finance Project (NEFP) summarized the
fifty states into classifications of state aid. Each classification
is discussed in the sections that follow. Only deneral purpose grants
for operational use are discussed. Grants for capital outlay and debt
service were omitted., Categorical grants are discussed in a later
section.

Flat Grants

Flat grants are of two basic types--uniform and variable. Both
uniform and variable flat grants are distributed to school districts
without consideration of local taxpaying ability. Uniform flat grants
are distributed on the basis of an equal amount of money per child
whereas in variable flat grants pupil counts are weighted according
to cost factors over which the local schuol district has no control.
Grade level, prrogram of fering, pupil handicap and pupil sparsity are
examples of cort factors. Uniform and variable flat grants may
equalize in a limited manner in that wealthy districts may tend to
contribute more to the state fund than the district receives in retumrn
while poorer districts may receive more than is contributed.

Benson mentioned another form of the variable flat grant, the
weighted population grant. Under such a plan, the state appropriates
a fixed amount of money for state aid to local school districts. The
appropriation is determined by the state legislature without considera=-
tion of variations in size of local school districts, variations in
lavel of fiscal ability in local school districts or level of local
expenditures. The appropriation is divided among the school districts
in proportion to some measure of population. The disbursement could be
determined by the percentage of the pupil population of the local
school district to the total state school population. Weights may be
used to account for local needs and resources to reflect differences
in costs of various grade levels and programs. Advantages of weighted
population grants include: (1) flexibility; (2) capability of
distributing any amount of money approrriated; and (3) close control
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of annual appropriations by the state legislature. Such a distribution
plan is particularly etfective if the amount of state appropriations
varies from year to year.

Disadvantages include: (1) relevant data to compute weights are
often not available; and (2) close and accurate prediction of local
school aid cannot be made from state sources.?

Fqualization Grants

Equalization type grants have been designed to take into con-
sideration variations in the taxpaying ability of the local school
district. Such grants are referred to generally as the Strayer-Haig-
Mort model. Some, but not all types of equalization grants, consider
educational needs of the student population. Common applications of
the equalization grant concept are discussed below.

Equalization Models Utilizing Unweighted Measures of Need

The amount of state subsidy that a school district would receive
from the state with an equalizing model utilizing unweighted measures of
need is determined by the difference between the dollar value of a
minimum foundation program and the amount of local revenue produced by
a mandatory uniform qualifying tax rate times the property tax base.

The formula for the foundation program may be expressed as:

Ai = Niu - rYi
where:

subsidy to the ith aistrict

>
(v
]

= the number of pupils in the it district

=z
-
|

[ =4
it

dollar value of the foundation program

L2
[

mandatory local tax rate

Y¥; = property tax base of the i*h district
with r = Ny u/Y1
where:

Ny

number of pupils in wealthiest district in the state

¥, = tax base in the wealthiest district in the state.

Under such a plan, each local school district could provide the standard
amount per pupil, as measured by the value of the foundation program at
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equivalent tax rates. If a local school district levied a higher tax
rate than the state standard, the extra burden would reflect either (1)
inefficiency in management or, (2) willingness of local taxpayers to
support an educational prograT that. goes beyond the state defined
minimum or standard prograrn.l

Equalization Models Utilizing Weighted Measures of Need

In the models where weighted measures of need are applied to
equalization programs, educational needs are calculated in terms of
weighted unit costs such as weighted pupils or weighted teachers which
account for necessary unit cost variations. The yeild of a required
local tax effort in proportion to ability to pay is subtracted from
the computed weighted program cost to determine the state allocation.

Percentage Equalizing Grants

The percentage equalizing grant concept provides for state aid
to local school districts as a variable percentage of locally determined
expenditures. The percentage varies ilLversely with the local taxpaying
ability of school districts.

Percentage equalizing grants have been described as open ended be-
cause the amount of state subsidy increases with the level of local

educational expenditures. The fotTula for the percentage equalizing
grant may be expressed as follows: 3 o

Ai=(].-x‘Yi/ Y)Ei
where!

A; = subsidy to i®h aistrict,

x = arbitrary constant, where o€ x £1,

Y; = assessed valuation per pupil in the ith district,

-

Y = average assessed valuation per pupil for the state,

E;{ = school expenditure in the ith gistrict.

The Guaranteed Valuation or Tax Yield Per Unit of Need Plan

Under the guaranteed valuation plan, the state guarantees
to each district a fixed valuation or tax yeild per pupil or per
teacher unit. The units may be weighted or unweighted. The method
provides a state allocation of money to each school district computed
as the difference between the yeild of a given tax levy and the
equalized assessed valuation per pupil or per isacher unit which the
state has previously guaranteed for the state.

a3
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Complete State and Feleral Support

Hawaii is unique in that public education is supported solely
from state and federal sources with no local leeway. The important
concept displayed by such a funding technique is that if all funds are
derived from state or federal sources, then no local school district
can be advantaged or disadvantaged by local relative taxpaying ability.

Categorical Grants

Categorical grants are a type of allocation procedure used to
support particular programs or activities. Categorical aids have pro-
vided the chief means for state government to influence the operations
of local school districts. Categorical aids have taken several forms
including:

1, payment of a share of local costs of a program;

2, payment of a higher chare of program costs in poor
' districts than in rich districts;

3. a percentage equalizing type of allocation;
4., payment of the "excess costs" of a program;

5. an absolute sum of dollars for establishing a desired
new program; and :

6. payment expressed as an absolute sum.16
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SECTION II

FISCAL ABILITY

Fiscal ability is generally recognized as the amount of resources
available to a governmental agency to generate revenues for public
purposes. The term fiscal ability is widely used interckangeably with
fiscal capacity and should be considered to have an identical meaning
in this report. Because of economic conditions, geographical locations,
demographic factors and many other reasons, variations exist between
states, counties, and school districts as to the amount of revenues
available for financing education. Before any conclusions can be
reached regarding the variations, parameters must be established to
focus attention to the dimensions under consideration.l? As reported
in an earlier section of the study dealing with the economic bases of
South Dakota, consideration is given to the wide categories of income,
consumption, and wealth or property.

Johns and Morphet explained that in early America, the amount of
wealth or property per capita may have been a fair estimate of the
ability of a person to pay taxes, but the ownership of property
no longer is an acceptable measure of the ability of the owner to
pay the tax.18 The authors pointed out that on a personal level,
the most commonly accepted measure of the ability to pay taxes is
the level of income.l® The justification for the latter is the belief
that in the final analysis all financial resources come from income
of one sort or another. The property and income taxes are not the only
tax sources available to governmental units as evidenced by the wide-
spread consumption tax known as the sales tax. The three wider
classifications of taxes have significant differences in the method
of determining the amount of revenue available from each source.

The income tax in particular, but the consumption tax as well, are
dependent to a large extent upon the economic activity of the state,
county, or local unit. Wwhile the measures may fluctuate over time,
many studies use per capita income or per household income as a basis
for measuring fiscal capacity. For example, a 1969 gstudy by Johns and
Hamilton reported that South Dakota ranked 35th among the 50 states
when listing gross personal income per capita and providing an
allowance for 8750 of basic expenditures and providing for federal
income taxes.? South Dakota ranked 34th in net personal income per
capita in the same study. It may be beneficial to point out that of
the fifteen states below South Dakota in ranking, only Maine, North
bDakota, Utah, Idaho, and New Mexico were outside the southern states.

In a 1971 research report from NEA, South Dakota ranked 40th
in personal income per school age child and 43rd in personal income
per child in average daily membership (ADM) .21 The study did not
reveal reasons explaining the jump from 40 to 43, On the surface,
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an explanation could be that several students are in non-public schools
or are not attending schuol, Once again, states ranking lower than

South Dakota included !daho, New Mexico, Utah, and several southern
states.

Tables 6, 7 and 8 in the section of this report dealing with
the economic bases of total personal income and per capita income of
South Dakota, selected neighboring states and the United States,
presented data leading to the conclusion that although South Dakota
ranks well below the national averages in fiscal ability as measured by
income, the increase in the decade of the sixties was favorable.

The sales tax, a tax on consumption, is generally considered as
regressive. That is, the tax falls most heavily on.groups with the
lowest levels of incomes. The National Educational Finance Project
reported that revenues from sales taxes generally increase at about
the same rate as income.22 Retail sales for South Dakota, as shown in
Table 9 of the preceding section dealing with economic bases, have
shown sizable increases in volume for South Dakota. Although the fiscal
ability of the state as measured by retail sales is not high compared
with neighboring states and the United States, favorable trends
indicative of increased revenues are to be noted. If complemented
with state taxes that are less regressive in nature, for example, an
income tax with a graduated rate structure, the sales tax provides a
desirable alternative for state taxation in South Dakota.

The third measure of fiscal ability is assessed valuations of
real and personal property. An analysis of the property tax base in
South Dakota, Table 10, in the section dealing with economic bases of
the state, revealed that locally assessed real property valuations
showed greater increases than for any of the other six states in the
comparison for the years 1956 and 1966. The base, as shown in Table
11, expanded by nearly 50 percent between 1962 and 1972.

Although the property tax has come into disfavor because it
places a heavy tax on housing, is subject to inequities in assessments,
is highly regressive and lacks elasticity with regard to yield, the tax
has remained the largest producer of local revenues for schools through-
out the nation.23 1n many states, South Dakota included, the tax
provides the majority of the fiscal support for public education. The
NEFP reported that the elasticity of the property tax is 0.8. That is,
when national income increases one percent, property tax revenues are
increased by 0.8 percent.

Local Piscal Ability

Property taxes for schools in South Dakota are collected almost
entirely at the local level. Therefore, assessed valuations per pupil
provide a valid unit for the study of local fiscal abilities. The
remaining part of this section of the report deals with an analysis of
local assessed valuations as a determinant of variations in local
fiscal ability. Because of unique variations in type of school districts,
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several school districts were omitted for purposes of refinement of the
analyses. School districts which were excluded are summarized in

Table 15 under columns describing unique characteristics judged to
warraut exclusion. In addition, all 36 common school districts were

excluded. Therefore, the selected sample consisted of 176 independent
school districts.

The selected sample of 176 school districts were ranked from
highest to lovest by local fiscal ability as measured by local assessed
valuation per student in average daily membership (ADM). The re-
spective wealth ratios and rankings are reported in columes two and
three respectively of Table 16. Column four was included to show
relative fiscal ability per ADM if the maximum rates of 24 mills and
40 mills were levied on local agricultural and non=-agricultural
property as assessed for the school year of 1971-72. The school
districts were ranked from high to low by the potential amounts of
revenue that could have been available under existing statutory
requlations with curren* assessment practices, The alternative of an
additional 10 mills by local referendum was omitted from the computa-
tions, because an assumption that such an option is equally open for
approval in all communities does not appear sound.

TABLE 15. South Dakota School Districts Excluded from Local
Fiscal Ability Analysis

Superimposed Contracting With In Excess of 60 Percent
High School Another State Federally Financed
Bennett County H.S. Big Stone 5 Douglas
Hoven High School Big Stone 10 Eagle Butte
Stanley County Browns Valley ) ghannon County
High School Elk Mountain Smee
Sully Superimposed Greater Scott Todd County
High School Hendricks
Hermanson
Hoyt
Northwest
Wachter

The data in column six were included to show the potential
amounts of local property tax revenue per ADM that could have been
available if all property were assessed at true and full value and
taxes were levied on the statutory level of 60 percent of the true
and full value. The school districts were ranked from high to low under
such conditions and the respective rankings are reported in column 7.
The Fairview school district was omitted in columns 4-7 because the
district did not operate an elementary school in 1971-72 and was
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TABLE 16. Fiscal Ability Per ADM and Rankings by Three Selected Measures--176
Selected south bakota Independent School Districts, 1971-1972

Assessed Maximum Revenue Per ADM
Valuations

School Per ADM Present At 60

District 1971-1972 Rank Percent Rank Percent Rank
Harding $ 56,360 1 $1,427 1 $2,467 1
Fairview 55,982 2 (Did not operate elementary school)
Draper 52,973 3 1,388 2 2,058 2
Forrestburg 40,614 4 1,019 5 1,420 7
Oelrichs 40,293 5 1,060 3 1,762 3
Bison 38,848 6 1,015 6 1,650 4
Crestbard 37,769 7 961 7 1,267 16
Wakonda 37,621 8 955 8 1,298 14
Harrold 36,999 9 931 10 " 1,413 8
Mi.dland 36,737 10 1,027 4 1,595 5
Haakon 36,250 11 947 9 1,458 6
Doland 35,389 12 904 14 - 1,342 - 11
Conde 34,898 13 900 15 1,330 12
Wood 34,801 14 894 16 1,402 9
Lyman 34,671 15 922 11 1,366 io
Glenham 33,510 16 906 13 1,225 17
Plankinton 32,964 17 871 17 1,186 18
Murdo 32,628 18 909 12 1,320 13
oOldham 31,922 19 817 24 1,110 3l
Hitchcock 31,894 20 804 28 1,168 21
Gayville Volin 31,448 21 828 22 949 56
Tulare 31,409 22 789 32 1,151 25
Java 31,295 ' 23 817 25 1,120 27
Freeman 30,853 24 867 18 1,114 29
Centerville 30,649 25 814 26 1,064 39
Sully Buttes 30,280 26 823 23 1,268 15
Roscoe 30,266 27 809 27 1,120 28
Menno 30,175 28 829 21 1,051 41
Northwestern 30,144 29 775 34 1,153 24
Bowdle 29,843 30 835 19 1,104 34
Langford 29,426 31 763 35 1,084 35
Platte 29,162 32 804 29 1,033 43
Irene 29,106 33 751 38 874 79
Rutland 28,970 34 717 48 917 60

Wall 28,957 35 832 20 1,178 19




TABLE 16 (Continued)

Assessed Maximum Revenue Per ADM.
valuations

School Per ADM Present At 60

District 1971-1972 Rank Percent Rank Percent Rank
Bureka $ 28,738 36 $ 794 31 $1,158 23
Alcester 28,707 37 763 36 1,110 32
Ipswich 28,6027 38 786 33 1,081 37
Bristol 28,430 39 762 27 1,021 45
Groton 28,327 40 739 40 1,161 22
Artesian 28,135 41 711 50 980 48
Hurley 27,991 42 736 41 993 49
Wessington 27,831 43 724 43 1,082 36
Kimball 27,720 44 721 45 1,128 26
Warner - 27,637 45 709 53 1,111 30
Delmont 27,596 46 716 49 997 48
Gecdes 27,343 47 710 51 960 55
Willow Lake 26,966 48 703 56 - 976 51
Carthage 26,923 49 702 58 905 71
Hyde 26,667 50 721 46 1,110 33
Hanson 25,643 51 704 &= 923 64
Tripp 26,532 52 741 4 936 6l
Ramona 26,457 53 675 e 868 82
Wessington Springs 26,454 54 703 57 973 52
Faulkton 26,417 55 710 52 930 63
Miller 26,354 56 720 47 1,030 44
Selby 26,061 57 724 44 . 961 54
Calome 25,978 58 663 70 1,074 38
New Effington 25,784 59 676 " 63 843 90
Mount Vernon 25,735 60 655 75 920 66
Canistota 25,638 6l 726 42 879 15
Kadoka 25,627 62 702 59 1,169 20
Bradley 25,518 63 661 71 916 67
Corsica 25,359 . 64 675 65 923 65
Scotland 25,217 65 682 6l 855 88
Wolsey 25,175 66 671 67 947 57
Viborg 25,171 67 691 60 909 70
Tri County 25,043 68 679 62 910 69
Corona 24,883 69 622 85 802 100
White Lake 24,812 7 639 79 874 80
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TABLE 16 (Continued)

Assessed Maximum Revenue Per ADM
Valuations
School Per ADM Present At 60
District 1971-1972 Rank Percent Rank Percent Rank
Canova - § 24,803 71 $ 642 78 $ 810 97
Lake Preston 23,94, 72 651 76 886 74
Alpena 23,926 73 626 64 876 78
West River 23,832 74 658 73 1,059 40
Howard 23,730 75 €6l 72 789 103
Iroquois 23,676 76 607 88 867 84
Veblen 23,583 77 615 87 837 91
Beresford 23,349 78 656 74 888 73
Clark ~3,298 79 651 77 855 89
Gregory 23,122 80 668 69 963 53
Salem 23,048 8l 631 82 8ls 96
Rosholt 22,979 82 633 80 782 106
Pollock 22,933 83 799 30 1,021 46
South shore 22,597 84 580 103 795 101
North Brown 22.530 a5 605 9] 916 68
Newell 22,475 86 606 89 1,014 47
Hamlin 22,395 87 620 86 824 94
Leola 22,328 -12} 585 100 869 8l
Avon 22,304 89 591 96 746 120 .
Timber Lake 22,273 90 675 66 1,034 42
Egan 22,260 91 575 108 804 98
Herreid 22,140 92 601 92 776 108
Grant Deuell 22,124 93 560 113 755 116
Elkton 22,069 94 577 107 752 117
Florence 21,922 95 559 114 804 99
Marion 21,642 96 " 670 68 868 8.
Tri Valley 21,553 97 580 104 877 77
Isabel 21,353 98 567 99 943 58
Dell Rapids 21,320 99 598 93 878 76
Estelline 21,300 100 583 102 761 113
Winner 21,278 101 06 Yo 943 59
Astoria 21,231 102 550 121 748 119
Burke 21,140 103 589 Y8 864 a5
Fairfax 21,110 104 556 116 63¢ ag
Vermillion 21,000 105 705 54 857 87
o9




TABLE 16 (Continued

Assessed Maximum Revenue Per ADM
Valuations

School Per ADM Present At 60

District 1971-1972 Percent Rank Percent
Britton $ 20,943 § 584 - 101 $ 792
Hudson 20,756 592 95 737
Spencer 20,739 579 105 788
Stickney 20,707 5138 128 740
New Underwood 20,575 627 83 901
Parkston 20,490 111 579 106 742 122
Henry 20,357 112 534 131 763 112
Flandreau 20,242 113 570 110 =30 107
Clear Lake 20,185 114 535 129 729 129
Colman 20,144 115 555 118 765 111
Ethan 20,114 116 522 138 704 137
Arlington 20,088 117 545 124 723 132
Deubrook 19,939 118 527 133 696 141
wWhite River 19,915 119 509 142 761 114
Waverly 19,820 120 485 - 156 707 136
Chester 19,819 121 525 136 700 139
Hosmer 19,711 122 519 139 734 127
Jefferson 19,553 *~‘&“123 556 117 825 93
Letcher 19,463 124 > 50¢ 144 680 147
Montrose 19,445 W 5 JEEE 126 774 109
De Smet 19,419 126 . 549 122 734 128
Wilmot 19,402 127 525 137 635 157
Redfield 19,290 128 591 97 788 105
Lemmon 19,157 129 573 109 859 86
Canton 18,985 130 552 119 677 148
Bon Homme 18,927 131 535 130 671 150
Harrisburg 18,723 132 513 141 625 162
Armour 18,677 133 539 127 728 130
Bone Steel 18,424 134 498 148 727 131
Milbank 18,271 1135 558 115 696 142
Parker 18,214 136 498 149 681 146
Lennox 18,161 137 505 145 645 155
Sioux Valley 17,940 138 499 147 633 159
Custer 17,890 139 566 111 931 62
Webster 17,765 140 543 125 692 143
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TABLE 16 (Continued

Assessed Maximum Revenue Per ADM
Valuations

School Per ADM Present ‘At 60

District 1971-1972 Rank Percent Rank Percent Rank
Yankton $ 17,084 141 $ 632 81 $ 684 144
Chamberlain 17,575 142 519 140 744 121
Meade 17,483 143 505 146 737 126
Summit 17,455 . 144 436 165 542 170
Rosyln 17,355 145 468 161 633 160
cary 16,906 146 472 159 626 161
East Charles Mix 16,811 147 469 160 6058 164
Baltic 16,610 148 487 154 739 124
McIntosh 16,537 149 490 151 770 110
Castlewood 16,367 150 434 167 586 166
Brandon Valley 16,357 151 551 120 709 135
Garretson 16,288 152 445 164 676 149
Mitchell 16,176 153 . 594 94 756 115
Lake Central 16,095 154 526 134 664 152
Woonsocket 16,045 155 460 163 584 167
Brookings 15,634 156 563 - 112 704 138
Edgemont 15,231 157 490 152 698 140
West Central 15,051 158 425 168 651 154
Gettysburg 14,433 159 526 135 684 145
Pierce 14,140 160 533 132 634 158
Watertown 14,133 161 508 143 668 151
McLaughlin 14,000 162 392 172 602 165
Lead Deadwood 13,907 163 548 123 822 95
Andes Central 13,881 164 396 171 508 173
Aberdeen 13,510 165 495 150 751 118
Belle Fourche 13,438 166 461 162 653 153
Spearfish 13,309 167 478 157 719 133
Huron 13,095 168 473 158 637 156
Elk Point 12,942 169 379 173 ‘ 553 169
Hot Springs 12,476 . 170 415 169 616 163
Waubay 12,441 171 357 174 455 174
Sioux Falls 12,363 172 488 153 712 134
Mobridge 12,341 173 486 155 532 172
Hill City 11,942 174 435 166 572 168
Sisseton 10,565 175 314 175 37% 175
Rapid City 10,116 176 398 170 %38 171

-~ — . — .}

Sources: Compiled from: (1) data supplied by the South Dakota
Department of Public Instruction and (2) data taken from ASBSD Bulletin,
Vol. XXVIi, No. 8, April 15, 1973, p. 2.
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therefore under a different statutory millage limitation than the other
17% school district: in the comparison. Harding County Independent
District No. 4 ranked first for all three measures,

With regard to fiscal ability as measured by local assessed
valuation per ADM, Harding County Independent District No. 4 had nearly
six times the fiscal ability of the Rapid City Independent District
No. 1, which ranked 176 in the comparison.

When comparisons were made based on potential local revenue
per ADM at current assessment percentages, Sisseton Independent No. 1
moved to <he last place ranking (175 because of the omission of Fairview
tndependent No. 1) with a differential of about four times the fiscal

ability in Harding as in Sisseton. Rapid City moved up to 170 in the
comparison.

When fiscal ability was based on maximum potential local revenue
if maximum rates were levied at the statutory 60 percent level of true
and full property value, Sisseton retained the last place ranking with
a ratio of about 1:5 with Harding.

The inadequacies of current local property assessment practices
were clearly demonstrated by the wide variatons in fiscal ability
rankings for many of the school districts.

To bring the variations in local fiscal ability as measured by
assessed valuations per ADM into clearer focus, the data were collapsed
into ten frequency intervals of $5,000 each. The number of districts
in each interval and the actual range in fiscal ability within the interval
are shown in Table 17. Only three school districts, Harding, Falrview
and Draper, had in excess of $41,000 pe: ADM as a local property tax base.
Nine districts fell between $35,389 and $40,614 per ADM. The remaining
164 districts provide a remarkably normal distribution between $10,116
and 334,898 per ADM. .

When size of the school districts in ADM by selected intervals was
compared with fiscal ability by selected categories of assessed
valuation per ADM, the revelation of a distinctly inverse relationship
between size of school district and fiscal ability was noted. An
analysis of the data in Table 18 clearly demonstrates such a phenomenon.
The eleven largest school districts have less than $20,000 per ADM while
the 29 districts with the highest fiscal ability have fewer than 750
students in ADM.

. 59
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TABLE 17, Frequencies and Range of Asscesed Valuations per ADM by
Selected Intervals--South Daketa, 1971-1970

mmme - gme - smermsoa B A Efienst STEimoimems L St gttt

Assessed Valuation tiamber of Actual Range
Per ADM Interval Districts High Low
$55,000 = $59,999 2 7 $56,360 - $55,982

50,000 - 54,999 1 $52,973
45,000 - 49,999 0
40,000 - 44,999 2 40,614 - 40,293
35,000 - 39,999 7 . ’ 38,848 - 35,389
30,000 - 34,999 17 34,898 - 30,144
25,000 - 29,999 39 29,843 - 25,043
20,000 - 24,999 49 24,883 - 20,088
15,000 - 19,999 41 19,939 - 15,051
10,000 - 14,999 18 14,433 - 10,116
176 Mean A.V. = $23,620

Source: Compiled from data supplied by the South Dakota Department
of Public Instruction.

TABLE 18, Frequencies of Assessed Valuations Per ADM for Selected
Categories of School Districts by Size in ADM, 1971=-1972

’ o]
S 8 3 8 3 ]
Assessed iy 3 3 3 .00 O OO0 O OO0 O
Valuation % O o6 o6 OO0 8 g 2 3 2 8 8 8 ] 8 8 5
£ n N O o n o LIS .~ -~ LI LK - b
Per ADM 5N N« WS O Ml - NN M ®O @0
555,000 - $59,999 1 1
50,000 - 54,999 1
45,000 - 49,999
40,000 - 44,999 2
35,000 - 39,999 2 4 1
30,000 - 34,999 5 a 4
25,000 - 29,999 9 16 10 3 1
20,000 - 24,999 13 15 9 9 1 2
15,000 - 19,999 4 14 t 4 5 2 1 : 3
10,000 - 14,999 1 g 2 3 1 1 2 3
TOTALS 37 59 35 16 9 5 4 3 5 3

dourcet Compiled froin data supplied by the south Dakota Department
of Public Instruction.
r
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Tabhle 19 was ineluded to show a aeographic distribution of the
districts by tiscal ability, The six south Dakota Planning Districts,
as shown in Figure | oi the introductory secton of the report, were
selected as convenience geographi.: groups.

TABLE 19, Prequencies of Assessed Valuations per ADM by Selected
{ntervals--south Dakota Planning Districts, 1971-1972

Assessed Planning District
Valuation -
Per ADM I II 1t v v Vi Totals
$5%,000 - $59,999 1 1 2
50,000 ~ 4,999 1 1
45,000 - 49,999 0
40,000 - 44,999 1 1 2
35,000 - 39,999 1 2 4 7
30,000 -~ 34,999 1 1 4 5 6 17
25,000 - 29,999 5 5 12 12 3 2 39
20,000 - 24,999 17 8 9 7 6 2 49
15,000 -~ 19,999 10 10 9 6 3 3 41
10,000 - 14,999 1 2 1 4 4 6 18
TOTALS 34 27 36 37 27 15 176

e T

source: Compiled from data supplied by the South Dakota Department
of rublic Instruction.

The greatest extrems in fiscal ability occur in Regions IV and
¥I while Region I shows the least variation.

Relationships between fiscal ability by selected categories of
assessed valuation per ADM and size of school district in ADM are shown
for each of the six planning districts in Tables 20 through 25.
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TABLE 20, PFrequencies of School Districts by sclected Categories of Fiscal
Ability and :iuse, South bakota Planning District I, 1971-1972

Jize of dchool District in ADM
e}
3 2 3 32 32 ]
Assessed " 8 8 8 O, O O o O OO o
Valuation % o Qo DN Ao 8 g 2 $ R g 8 g 8 g 8 3
£ 0 o O I B .. .. .. . . . - N
Per ADM SN N WM~ A Mt HH HH NN ™mm 20
$55,000 - $59,999
50,000 - 54,999
45,000 - 49,999
40,000 -~ 44,999
35,000 - 39,999
30,000 - 34,999 1
25,000 - 29,999. 4 1
20,000 - 24,999 6 5 2 4
15,000 - 19,999 2 3 2 1 1 1
10,000 -~ 14,999 1
TOTALS 13 9 4 4 1 1 1 1

n = 34

TABLE 21. Frequencies of School Districts by Selected Categories of Fiscal
Ability and Size, South Dakota Planning District 1II, 1971-1972

AT R e

size of s5chool District in ADM

o) .
0 9 0 2 2 8 2 8 |
o sessed y o2 8 % g% 23 22 8% 8% Zu
Valtation e 22 3% Q2 QN A wq Q& 99q QP
- . - 4 - - & - - -
For ADM S5a N BN BN kA et HAH NN MA@ 0

50,000 - 54,999
45,000 ~ 49,999
40,000 - 44,999
35,000 - 39,999
30,000 ~ 54,999
25,000 - 29,999
20,000 - 24,999
15,000 ~ 19,999 L
10,000 - 14,999

EMC . TOTALY

[ 3}
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TABLE 22. Frequencies of School Districts by Selected Categories of Fiscal
Ability and Size, South Dakota Planning District III, 1971-1972

Size of School District in ADM

' o]
Assessed o o o 3 8 S S 3 5
valuation B & & ) 8 g 8 8 8 8 8 8: 8 g 8 "
Per ADM QO o o oo oo onN N o S & o o o 9
g e oOw o -~ . DN .~ e . e .. -~ b
DN N WON N AHA A A NN MM 90
$55,000 - $59,999
50,000 - 54,999
45,000 - 49,999
40,000 - 44,999 1
35,000 - 139,999
30,000 - 34,999 3 1
25,000 - 29,999 3 4 4 1
20,000 - 21,999 2 4 -1 1 1
15,000 - 19,999 1 3 1 1 1 2
10,000 - 14,999 1
TOTALS 7 14 7 3 2 1 2

n = 36

TABLE 23. Frequencies of School Districts by Selected Categories of Fiscal
Ability and Size, South Dakota Planning District IV, 1971-1972

Size of school District in ADM

Assessed S 3 3 3 3 %
Valuation M S 8 3 Q0 Q& OO0 OO o6 O
Per ADM %8 83 8%\ 83 8.:’*11 nsgl uc'igi 8‘8\\. 83 83
SN _ NS O ~NO AA AM A d NN me 45_5
$55,00C - $59,999 1
50,000 - 54,999
45,000 - 49,999
40,000 ~ 44,999
35,000 - 39,999 2
30,000 - 34,999 1 3 1
25,000 - 29,999 2 5 2 2 1
20,000 - 24,999 d 2 2 2
15,000 ~ 19,999 4 2
1¢,000 - 14,999 1 1 1 1
TOTALS ) 16 6 4 3 1 1 1
n = 37
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TABLE -2d4,  Frequencies of school Districts Ly osalected Categorieos of Fiscal
Ability and Size, sSouth Dakota Plowming Distriot vV, 1971-1972

sluee of dchool Disitrict in ADM

Lo
Q [¢] o [o] Q
Assessed 0 0 0 ¢ + * > + 5
. 1 +) + 9 ot T\ D D0 [@ I\ QD Q
Valuation Y i DR D O OF DN
3 Q Q [ th [SINE oy Y (@] o o [@ 1
Per ADM jeq "] wn > o« NN .« = ~ a -~ - o .- o -
[ ] N« vy~ ~ — — — =t NN m ™ < 0
$55,000 - $£59,999
50,000 - 54,999 1
45,000 - 49,999
40,000 - 44,999
35,000 - 39,999 2 1 1
-30,000 - 34,999 3 1 2
25,000 - 29,999 2 1
20,000 - 24,999 2 2 1 1
15,000 - 19,999 2 1
10,000 - 14,999 2 1 1
TOTALS 8 6 9 1 1 1 1
n= 27

TABLE 25. Frequencies of School Districts by Selected Categories of Fiscal
Ability and, Size, South Dakota Planning bDistrict VI, 1971-1972

Size of School District in ADM

o]
. o o]
Assessed 3 I 5 < 3 3 + 3 d
i o] + [= 2] o [= 3] Q0 On o
Termnw 42 =22 se 22 84 28 8% 83 8% 38y
Per ADM g n i) S N o . o S 'S LN (S on> N
[=Ia] oN o< o~ e N — o~ ~ o~ -~ oo M m < 0
$55,000 - $59,999 1

50,000 - 54,999
45,000 - 49,999
40,000 - 44,999 1
35,000 - 39,999
30,000 - 34,999
25,000 - 29,999
20,000 - 24,999
15,000 - 19,999
10,000 - 14,999

TOTALS
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Fiscai Ability Correlations

Briley conducted a study for the NEFP in revenue variation and
financial ability for each state in the United States.2® Briley studied
a selected distribution of 17 school districts in South Dakota from the
wealthiest school district, Mitchell Tndependent School District No. 45,
to the poorest school district, Douglas Independent school District
No, 3. The study was conducted using 1968-69 data. The findings for
South Dakota were that a ratio of 12.89 existed between the richest
school district and the poorest school district with an ADM of 1,300
pupils or more. Briley repdrted that the ratio of revenue per pupil in
the district having the greatest amount of revenue to the district
having the least amount was 1.75. Briley statistically correlated the
per pupil revenues available from local sources, basic state sources,
state categorical sources, and federal sources with the wealth per
pupil in the school districts of the state. Briley found the correla-
tion of local revenue per pupil to the wealth per pupil in South Dakota
was +0.88. . The correlation was found to be statistically significant
at the .01 level. ‘the interpretation of the 0.88 correlation was that
there is a significantly high positive correlation between per pupil
revenues available at the local level and the local wealth per pupil.
The districts with the greatest wealth received the greatest amount of
revenue at the local level. Briley furthz: found that the correlation
between the per pupil revenues at the state level for the basic state
program and the local wealth measure per pupi. was -0.83, significant
at the .01 level. The interpretation of the correlation was that
South Dakota apportions the basic state funds inversely to the ability
of the local school district. State categorical revenue had a correla-
tion between per pupil revenue and the wealth per pupil of +0.35. The
correlation was not statistically significant. State categorical
revenue was not nearly as great an equalizing effect as the basic state
revenue. If anything, the correlation revealed that the categorical
state aid had a tendency to disequalize the school districts. When
federal revenues were investigated and the per pupil revenue was
correlated with the wealth per pupil fo each district, the correlation
was ~-0,68, significant at the .0l level. The low wealth school
districts received more federal revenue per pupil than did the high
wealth school districts.

The findings of Briley revealed that local). revenue clearly dis-
equalized and state categorical revenue tended to disequalize while
the basic state allocations and federal allocations were equalizing.
Therefore, the goal of fiscal equalization of educational opportunity
was far from being attained. The facts suggested that basic state
allocations and federal allocations needed to be increased while the
local sources of revenue and state categorical allocations needed to
be reduced to enhance the financial equalization of educational
opportunity within the state.




sumnary

compared to neighboring states and the United states average, the
state fiscal ability of Soath Dakota for financing public education is
adequate. Although tae state fiscal ability may be described generally
as somewhat below the averaqger for the nation, both retail sales and
income for the state have shown increses for the period studied which
were higher than some of the neighbering states and comparable to
percentage inhcreases for the nation.

Wide disparities exist among local school districts with regard
to fiscal ability for local support of education. When measured by
luocal assessed valuation per student in average daily membership, the
school district with the highest fiscal ability among the sample of
176 independent school districts studied had nearly six times the
fiscal ability of the lowest wealth district.

The differential was somewhat reduced when fiscal ability was
measured by potential local revenue per pupil at current levels of
assessments.  Potenitial revenue at statutory lavels ~f assessment
tended to widen the disparity slightly compared to potential revenue
at current levels of assessments.

Wide differences in rankings of school diatricts were observed
between potential revenue at current levels of assessments versus the
statutory level of 60 percent of full and true value applied
independently as measures of local fiscal capacity.
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SECTION III

FISCAL EFFORT

Fiscal effort has been generally defined as the extent to which
governmental agencies tax available resources to finance public pro-
jects. More specifically applied to public education, fiscal effort
may be defined as the fiscal exertion applied by a level of government
toward providing educational programs.

The National Educational Finance Project staff studied not only
fiscal capacity but fiscal effort. In reporting on the Johns and
tiamilton study, the NEFP utilized the personal income tax in Oregon
(four to ten percent progressive), a seven percent corporate income
tax, and a five percent sales tax to estimate the amount of dollars which
could become available to the fifty states. Sonth Dakota was found to be
able to generate $235 per capita using the three taxes. The $235 figure
would place the state of South Dakota as number 21 in a ranking of the
fifty states.2® The NEFP also reported:

The NEFP staff used several measures to examine the
extent of the effort being made by the various states
to support local governmental functions in relation

to their fiscal capacity . . . In 1969 the general
revenue available to state and local governments

from their own tax sources totaled $95,011 billion.
Over one-third of this amount, $32,069 billion, con-
sisted of state and local revenue for elementary and
secondary education. When expressed as a percentage

of net personal income, the general revenue of state
and local government accounted for nearly 18.5 percent
of net personal income, with a 6.24 percent of net
personal income being allotted for elementary and
secondary education. The percentage of net personal
income devoted to elementary and secondary education
ranged from a high of 8.9 percent in New Mexice to a low
of 5.0 percent in Nebraska. (South Dakota ranked 34th
with 5.91 percent.] It was found that 33.75 percent of
the general revenue of state and local governments
consisted of revenue for elementary and secondary educa=-
tion. The percentage ranged from a high of 39.73 per-
cent in Utah to a low of 25.51 percent in Wyoming.
(South Dakota ranked 48th with 27.15 percent.]27

The Advisory Commission on Intergovernmental Relations in 1966-67
conduzted a study of state and local fiscal capacity and effort to
determine the difference between the capacity of a particular state to
raise revenue and the revenue raised. The capacity was based on the
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the national average. suentth Dakota has the ability to raise rovenues
at o 10D rate buied ona national averaae of 100,98 [ oother words,
Sounth Dakoty was tound to have the capability to generdate revenue
sligyhtly above the natjonal average.

Diffuerences exiy'. not only betweon states but botween districts.
The NEFE reports that variations ootween sichool districts are greater
than the variations between states.o? Rossmiller, Haie, and Frohreich
studied seven categories of school districts tfron major urban districts
to small towns in an effort to relate fiscal capacity to local revenues
available from property, income, and sales.3Y Retail sales and
effective buying inceome were found to be correlated negatively to the
market value of property per pupil in average daily membership. 1In
the same study, -hanges in fiscal capacity from 19062 to 1967, attributed
to eftective buying income on either a per capita or per household
basis, provided "the major source of variation in fiscal capacity among
the school districts."3

St ate Fiscal Effort

In an earlier section of the report, dealing with sources of
state and local revenue, the primary source of s:zate revenue for South
Dakota was established as a tax on retail sales., Although various forms
of taxation on incomes have been considersd by recent sessions of the
South Dakota Leyislature, such a tax had not been adopted at the time
the study was conducted. Comparisons of scuizes of revenue for the
school year 1970-71, by major levels of government for South Dakota,
six selected necighboring states ind the United States, as reported in
Table 26, revealed that the state fiscal effort exerted in South
Dakota is low. Based on the observation with regard to fiscal ability,
likewise noted in earlier sections of the repcrt, state fiscal effort
is not commensurate with the riscal ability of South Dakota.

Local riscal Effort

For purposes ot analvzing local Yiscal eftort, the same 170 school
districts that were identified for tha study of fiscal ability were
utiliced. Among the several alternatives Yor tiasuring local fiscal
exertion, annual current opecating ceondituzes por student in average
daily membership was selected as a detensihils unit of measuce for
comparative analysis.  Expenditures fur special education are accounted
tor separately from other current operating rxporditures (General Fund
expuenditares), because of South Dakota statutory funding considerations.
Howover, bocause such expenditures are mest appropriately classified as
A pAart of the ourrent operation “or partiocipatine schools, the two were
ombined te arrive at total current operating expenditures for each of
the selected 176 school districts,

67




TABLE 26, Percentages of Revenue by Major Governmental Source--
south Dakota, 5ix Selected Neighboring States and
the United States Average, 1970-1971

Percentage of Revenues

State Local State Federal
South Dakota 72.3 13.8 13.9
Iowa 71.0 24.3 4.7
Minnesota 47.0 47.4 5.6
Montana 70.5 24.0 5.5
Nebraska 73.8 18.0 8.2
North Dakota 59.4 - 27.9 12.7
Wyoming 59.3 22.5 18.2
United States 5201 3904 804

Source: Expendituces and Revenues for Public Elementary and

Secondary Education, 1970-1971, National Center for Educational
Statistics, U.S.0.E.

A distribution of the South Dakota school districts according
to fiscal effort exerted during the 1971-~72 school year‘%§ shown in
Table 27. Eleven selected categories of fiscal ability from low to
high, as measured by assessed variation per ADM, are sequend®d in
column one. The number of districts that fall within each category
of fiscal ability are shown in column two whereas columns three and
four show the high and low annual operating expenditures per student
in ADM for each fiscal ability categoiy. The average or arithmetic mean
per pupil expenditure for each category is shown in column five. The
bottom line, that is, line 12 of the taole, provides a summary for the
total sample of 176 selected independent school districts.

A direct relationship is to be noted betwcen expenditures per
pupil and fiscal ability of the school districts. Generally, greater
fiscal ability in South Dakota is associated with larger per pupil
expenditures. The average assessed valuation per student in ADM was
$23,620 and the average current operating expenditure per student member
in ADM was $791 for the 176 districts during 1971-72. The expenditure
per pupil appears to be a function of the local fiscal ability.

The ten school districts with the highest expenditure per pupil
and the ten districts with the lowest per pupil expenditures were
selected from the total sample of 176 school disiricts tc observe for
differences among the extremes in local effort as measured by local
tax rates for the year 1971-72. The data was reported in Table 28,
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ek 27,0 Bange and Averaee of Current pevatinag Expenditures Per ADM
by eloted Categories of Local Fisocol ability=--176 Aglected
douth Dakotd itdependent ~chool Dusteiols, 1971-19723

e S T et o e o ot e

Numbe r _Expenditures pec ADM O Average Annhual
of ) Expenditures
AV/ADM Districts tigh Low Per ADM
10,000 - 12,199 7 866 721 721
12,500 - 14,999 11 855 650 707
15,000 - 17,499 16 959 619 742
17,500 - 12,999 25 9138 643 724
20,000 - 22,49 32 928 T 601 755
22,500 - 24,999 17 . 876 663 802
25,000 - 27,499 22 915 6613 817
27,500 - 29,999 17 963 703 791
30,000 - 32,499 11 66 675 843
32,500 - 34,999 6 1,053 755 905
35,000 up 12 1,388 844 1,054
All districts 176 1,388 Hol 791

Mgan AV, = 823,020
a/A11 data were rounded to the nearest whole dollar.

source: Compiled from information supplied by the “outh Dakota
Department of Public Instruction.

Although the impact of lesser local wealth coupled with an excrss of

80 percent of fiscal support coming from local sources is not as ~reat
s might have been surmised, with a few exceptions, the local t- . - 1tes
were generally higher for the lowar oxpenditure and lower wealth
distri~ts. our districts in the lowest expenditure category levied
maximum statutory rates on both classif:caticns ot property while only
ohe in the highust category levied the maximum for 1371L-702,

The final aralvsis of fiscal etfort wa. o coaparison of currunt
operatinu expenditures por stuacnt in ADM vith size of school district
utilizing ten selected size cateqories for students in ADM, The data are
sumnarized in table 29.  The high .nd low per pupil expenditure tor
rach district size categary are shown in columnt three and four
respectively while the mean or aver .te per pupll expenditure for each
size catejory is shown in column tive.

Senerally, an inverse relationship can o noterd butween size
and fiscal effort as measured by per pupil cexpecditures in ADM,  That
i, with a few exceptional cateqories, as the size of the school
distri ¢ insteasoes, the agrenditure cor pepil decreases.  Two variables
that —ould contribute to such an invers: relationshio should be noted,
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TABLE 23,

Loal Tax Rates for Nperation and Assessed Valuations Per

ADM f.r the Ten Lowest and the Ten Highest Expenditure
Per l'upil School Districts from 176 Selected Indupendent
Districts, 1971-1972,

dillage Tax Rates:

Assessed *" Non=
Name ~f Valuation Expenditures Agriculture Agriculture
District Per ADM Per ADM Levy Levy

Lowest Expendit-ire
Stickney $20,707 $ 601 20,65 33,30
Garretsoa 16,288 619 24.00 40.00
Rapid City 10,146 639 24.00 40.00
Webster 13,758 - 643 24.00 40.00
Pierre 13,883 © 650 21.08 34.16
Montrose 12,553 658 21.16 34.32
Gettysburg 12,956 660 20.94 33.88
Lennox 13,662 660 20,68 33.36
Beresford 12,537 €63 20.18 32,36
t1lk Point 12,824 663 24.00 40.00
Highest Expenditure

Cresbard 37,769 088 19.91 31.82
Midland 36,37 1,017 20.67 33,34
Draper 52,973 1,033 15.88 23,76
Bison 38,848 1,039 21.44 34.88
wWood 34,801 1,053 24,00 40,00
Harrold 36,999 1,097 21.94 35.88
Forrestburg * 40,614 1,115 24.00 40.00
Harding 56,360 1,176 15.84 23.68
Oelrichs 40,293 1,189 23,37 38.74
Fairview?d 55,982 1,388 13,51 19,02

44igh schonl only

Source: 1Information from Reports, South Dakota Department of

public Instruction.




PARLE ML Range atd Average Annual Operabting Oxpenditures Pov ADM
by Gelected Catevories of size in ADM~-17o selectod
south Daketa ndependent School Districts, 1O71-1972

e Pspenditures Por AM 0 Average
Number ot Expenditure

ADM Districts High Low Per ADM
Under 250 37 51,388 $703 5893
250 - 499 59 1,176 ol . 786
500 - 749 345 asn o1 780
750 - 999 16 899 L6 741
1,000 = 1,249 9 8ol ©43 718
1,250 - 1,499 5 731 667 708
1,500 - 1,999 4 866 698 775
2,000 - 2,999 3 800 667 _ 722
3,000 - 3,999 : 5 254 650 711
4,000 and over 3 684 63) 669
All Districts 176 1,383 vl 791

T

Source: Information supplied by South Dakota Department of
Public Instruction.

A, All data were rounded to nearest whole,

B. iligh School only. The secoud highest exvenditure per pupil
in ADM for the smallest district .ategory occurred in a
school district which accommodatad grades 1-12. The per
pupil expenditure was $1,189,

The analysis of local fiseal ability showed that, in general, the larger
s-hool districts have Jower assessnd valuations per pupil while the
gmaller districts tend to have larger available resources for local |
taxation. Therefore, the larger di-trict: ire more subject to the
zonstraint of maximum statutury locai levies. Secondly, economies

of scale realized by larger student populations may tend to contribute
to lower per pupil costs,  Huwever, both the highest and the lowest per
papil cxpenditures scourred in schiool districts with fewer than 500
stadents in average daily wmembership. The range of expenditures was
muzh freater among the smaller school districts. Lxtreme sparsity of
population is an obvious factor for increased cost in a few distriucts.

",'1
[




summary

The state fiscal eftort for financing public education in South
Dakota is well below the effort of neighboring states and the national
average for the states. South Dakota is contributing less than 14 per-
cent of public school revenues from state sources while the average for
the nation is approaching 40 percent. For other states in the
comparison, the range of percentages for state support was from a low
of 18 percent in Nebraska to a high of 47 percent in Minnesota.

Local fiscal effort is generally high compared with other states
and the national average. However, wide disparities occur in fiscal
effort among local school districts in South Dakota. In general,
the larger districts are exerting more local effort by size of tax
levy comparisons, but the smaller districts are spending more per

pupil. Exceptions to such a generalization were observed but trend.
were apparent.

Conclusions

The following conclusions, drawn from ihe analysis presented above,
served as a basis for the recommendations for future financing of
public elementary and secondary education in the state of South Dakota.

l. General populations in the state of South Dakota will not
likely experience major ‘ncreases during the decade of the
seventies. However, population will likely continue to
shift with the southeastern and west central regions
continuing to increase because of employment patterns
within the state.

2. The population of South Dakota is becoming a younger
population particularly in the currently more populous
areas uf the state where employment opportunities tend to
.attract younger residents with children. The effect of such
a shift is not anticipated to have a major impact on the
numbers of children to be enrolled in public schools in
most regions of the state.

3. Modest decreases in school enrollments generally can be
anticipated for the decade of the seventies.

4, The economy for the state of South Dakota is generally
concluded to show gradual but continuous improvement.

5. Taxes on retail sales and income provide two favorable
alternatives, for future sources of state revenue in South
Dakota. Both taxes provide elastic sources of revenue,
particularly a graduated income tax, in times of an
inflationary national ewunomy. The two taxes harmonize to
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provide cequity tor taxpayers. The reresgive nature of the
sales tax can be balanced by o much less ragressive
graduated income tax.

6. Local scheol districts, dependent primarily upen the local
property tax, are ciarryving a disproporticnate share of the
total cost of providing educational services for children
in the state of south Dakota.

7. Large disparities exist in the local ability of school
districts to finance public education in South Dakota.

8, The locdal property tux, as currently administered,
exaqyerates inequities otherwise present in local fiscal
ability among South Dakota school districts, Local assessed
values as a percentage of full and true value for both
classes of property - agricultural and non-agricultural,
but agricultural to the greatest deqgroe - fall well below
the statutory level, that is, taxes being levied on 60
percent ol full and true value, Wide variations i assess-
m:nt percentages were observed among the counties of the
state.

9, The local property tax base has, however, shown favorable
growth for the state as a whole, particularly locally
agsessed real property.

10. The South hakota Legislature has failed to appropriate
adequate amounts of money for the past several years to
tfully fund the minimwn foundation program.

11, the curreit minimum Ffoundation program, although increased
for 1973-74 to $8,900 per classroom unit, is unrealistic
for contemporary state financing of education. At average
current operating cxpenditures for school districts in
south Dakota of nearly 3800 per student in ADM, the annual
cost for a classroom unit defined as 25 students in ADM
would be totally valued at 520,000, The low level of
clasgyoom unit financing does not permit the program to
have a significant impact on equalizing for differentials
in local fiscal ab'ility,

[ f2ateqgorical grants such as the state special education
financing program are Jallocated on g basis unrelated to
local fivzal ability and may tend, in fact, to disequalize
state aid for South Dakota school districts,

-
(99}

Lozal revenue per papil 1o highly orrelated with local
fiscal ability. several low wealth school districts were
levying the maximum Ataturory local millaye which tends to
place a «<ciling on expansion or educational proyrams.
73
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Fiscal effort for p.uviding public education at the state
level in south Dakota is the lowest among a group consisting
of surrounding states. The average state effort for the

tUnited states is nearly three times the state fiscal effort
of south Dakota.

The local fiscal effort exerted ygenerally by school districts
ir. the state of South Dakota is among the highest for the
nation. However, wide disparities exist in the degree of
fiscal exertion among school districts related to size and
fiscal ability. The larger districts, in general, have.
lower local fiscal ability but exert greater fiscal effort.

I1f present trends in population distribution continue for
the state of south Dakota, disparities in both local fiscal
ability and local fiscal effort will continue to widen.

The state of South Dakota has adequate fiscal resources
available for state taxation to appropriately finance public
elemen.ury and secondary education in the foreseeable
future. Economic trends for the state have a history of
modest but stable growth. all indicators lead to the
conclusion that potential for financing . ic educational
programs for boys and girls of the stat . savorable if the
electorate of the state is willing to express, through
elected state officials, the demand for expanded effort.
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A STUDY AND ANALYSTS OF THE SPARTITY FACTOR IN
THE APPORTIONMENT OF SOUTH DAKCTA STATE SOHOOL SUPPORT FUNDS*

fhe purpose of this =vidy was o adarlyse Lhe une of a sparsity
factor in the apportionuent of state school support funds to South
Dakota school districts. ‘fhe study raised the tollowing questions
for analysis:

1. What are the policies for the apportiotinent of state
aid in South nakota, and how do these rolicies define
sparsity as a factor in the state aid apportionment
formu'a?

2. What were the relationships, if any, between the sparsity
factor and educational costs during the most recent
year?

3. What are the implications of this study's findings
for reform in state aid apportionment in South Dakota?

“ The Foundation Program in South bakota

The state policies underlying the South Dakota foundation program
are found in SDC 13-13~11 as amended:

"It is the purpose.....to establish a procedure for the
distribution of state funds to local school districts."

The policies stated under this law are:
1. Education is a state and local function.

2. No one source of taxation should bear .an egcessive
burden of the costs of education.

3. In order to provide reasonable equality in school tax
rates among the various school districts in the state
and to provide reasonable equality of educational
opportunity for all the children in the state, the
state shall assist in agiving a basic educational
opportunity to each student by contributing foundation

program funds toward the support of his educational
progratm.

o mtady performed by James Roge, Department of BEducational

Administration, tniversity of “olerado, 2oulder.
) (g Loy
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4. Foundation program state aid should be distributed
to school districts in accordance with the formula
as provided in 13-13-10 to 13-13-41, inclusive.

5. A minimum of twenty-five percent of the total general
fund expenditures of the school districts of the
state for the preceding school fiscal year should be

distributed annually to school districts as a found-
ation program.

6. No school district should be eligible to receive
foundation program state aid which does not provide
an educational program which meets the requirements
and standards as provided in 13-13-10 to 13-13-41,
inclusive.

The "sparsity" factor is computed by applying computed lines
of best fit to both elementary and secondary pupil enrollments for
a district. Applying this equation produces "CRU's," or Classroom
Units. In the case of both elementary and secondary CRU's, they
cannot exceed the actual number of these teachers employed in the
district. In effect, then, the so-called sparsity factor is an
economy of scale factor and a staffing guideline. Economies of
scale, as applied to public school education, assume that large
pupil enrollment districts can provide educational goods and

services at lesser unit costs than can smaller pupil enrollment
districts.

The only true "sparsity" factor is the provision that a
one teacher school may be counted as one CRU.

Two additional observations to be made are:

1. The lines of best fit are computed from past staffing
practices, and

2. There is no distinction made for any factors other
than pupil enrollment, elementary and secondary, and
the one teacher school.

In order to understand the size factor as applied in the apportzon-
ment formula, a number of concepts are developed and the total
apportionment program for 1973-74 are detailed.

The Formula

Several concepts are necessary in order to understand the actual
computation of state aid to be allocated to the local school districts.
These concepts and definitions are as follows:

. s
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Aurioultural property Jhr rroperty s oshat Tty by

teed g alearal surs vses (land, machisnery, live-

SR, barns, etolb,

AL At heal EHscavte ani 2pructures are theorety -ally
asgessad at ol percent of trus value: but in gractice,
Caunty assessment pracst: ces vare, The assessed value

O such property s determined by the Jounty Boerd
of Jommissioners through a “ounty Assessor.

B, Asricultural Personal Froperty, such as machinery
and livestock, is assessed more uniformly throughout
the state at the 60 percent rate. Thi: necessitates
treating the two categories of agricultural Droperty
differently,

vion-Agrizultural property is all ot!«; property axcept
utilities,

AL son-Ag =eal Zstate and Structires are theoretically
assessed at &0 percent of true value; but in practice,
county assessment practices vary. The assessed
value of such property is determined by the County
Board of Jommissioners through a County Assessor.

B. Non-Ag Personal Property, such as household goods,
is assessed more uniformly throughout the state
at the 60 percent rate. This necessitates treating the
two categories of Non=-Ag property differently.

NOTE: The major reason for the two catedgories of Ag
and Non-Ag property is the method of determining
tax rates for the two. Both types of property
are taved at the samc rate for the first eight
(8) mills: then for every mill Ag property is
taxed, Non-Ag property is taxed at the rate of
two (2) mills. The maximum rates are twenty-=four
(24) mills on Az property and forty (40) mills
on lion-Aa property.

fural Ratio Factor is the ratio between the state
average weizhted assessed valuation and the county

averaje weighted assessed valuation for rural property.,

Urban Ratio Factor is the same ratic as above, except
that 1t is agplied to the urban property.

Utilities Ratio Fact-r is the same ratis as above,
except that it 1s applied to the utilities.

gt




b, State Apportionment refers to the permanent school

fund maintained by the state from the sale of school

lands in the state and interest on that money.

Each

district receives an allocation based on the number

of pupils,

7. CRU (Classroom Unit) as used in south Dakota is actually
It refers to the basic neced
unit of the formula, and it is determined by a set number

a weighted classroom unit.

of pupils per unit,

The following units of allocation and computations are necessary

to ¢ mplete the formula:

1. Flat Grant support is set at $1,350.00 for the 1973-74

school year (covering 1972-73 figures),

2. CRU determination is made from the following tables:

TABIJE 1 (13-13-22 SoD-Co)o

For Elementary School CRU

Total Average Daily Membership Addition
.of Lower Grade School Pupils Factor
in the School District Multiplicand Constant
00.000 through 46.506 +.,012042 +1.901461
46,507 through 181.534 +.044834 +0.376446
181.535 through 226,300 +,014995 +5,772454
226,301 and over +.040503 0.0000000
TABLE 2 (13-13-23 S$.D.C.). For Secondary School CRU
Total Averade Daily Membership Addition
of Lower Grade School Pupils Factor
in the School District Multiplicand Constant
00,000 through 96,269 +.042086 +2.149407
96.270 through 299.077 +.047712 +1.607799
299.078 through 491.588 +,033150 +5,962965
491.589 and over +.045280 0.0000000

e
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Actual computations are made by multiplying the ADM
for cach unit times the appropriate multiplicand,
then the addition factor constant is added to that
number, Independent sSchool Districts can add ten
Ferceni to each of the above fiqures for administra-
tion and supervision. Then, one-teacher schools may
be added at the rate of one urit per school.

3. Compute Qualifying Levy as follows:

A. ((Ag Real Estate + Ag Structures + TBDA%®)
X (state Ave. Assessment Ratio/County Ave.
Assessment Ratio)] + (All other Ay property)
X (13 mills).

B. ((Non-Ag Real Estate + Mon-Ag Structures) X
(State Ave. Assessment Ratio/County Ave.
Assessment Ratio)] + [(Utilities) X (Utilities
Ave. Assessment State Ratio/Utilities Ave.
Assessment Ratio for County)] + [(All other Non-Ag
property)] X (18 mills).

C. Total A and B for Qualifying Levy.
4, Compute CRU (total) as follows:

A. ADM-elementary (except those in one-teacher
schools) X Table 1 (S.D.C.) value for that
district's elementary enrollment total. (This
number cannot exceed the actual number of
elementary teachers.)

B. ADM-secondary X the appropriate Table 2 value
for that district's secondary enrollment total.
(This tutal CRU cannot exceed the actual number
of secondary teachers.)

C. Ten (10) percent of each of the above numbers
can b added to the total to cover the added
costs of administration and supervision,

(Tf computing for an Independent District.)

D. The number of one-teacher schools, since each
one is counted as one CRU.

E. fThe sum of A, B, C (if an Independent Dis*trict),
and D is the total CRU for the district.

*TBDA refers to Tax Base Depletihg Allowance. 'This is state owned
land withir the local districts which is leased to local operators
for range-land. Their lease payments are returned to the local

districts on a prorata basis.




5. Compute Income for the district as used in the formula
as follows:

A. Tuition payments received from other districts
or parents (except those distributions from the
old County High School Tuition Fund surpluses.)

B. State Apportionment.
C. Qualifying Levy as computed above.
D. Flat Grant total.

E. Total A, B, C, and D for Income computation.

6. Compute Local Tax Effort as follows:
A, (All Ag property) X (actual mill levy for Ag
property) .
B. (All Non-Ag property) X (actual mill levy for Non-

Ag property).
C. Total A and B for Local Tax Effort.
7. Transportation aid is computed as follows:

A, Adjusted bus transportation cost (maximum payment
of 18¢ per mile).

B, Mileage paid to parents.

C. Board and room paid.

D. Fifty (50) percent of the total »f A, B, and C less
any specifically designated receipts for transportation,
This year the total from this should be multiplied
by about ninety (90) percent.

The formula for state aid computation can now be most simply
stated in the following manner:
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STATE ATD = (kU X Flat Grant of %1,350) + [(CRU X a) ¥ 77|

4 (.50 X b) X .90],

Where a4 is the lesser of [(CRU X $8,500) + “waition
payments} or (Distric® General Fund Expenditures
- Transportation Expeuaditures) - District
Income (a4 noted)

and b is the total allowable transportation
) expense (net),

and .77 is a flexible percentage which depends
upon appropriations,

and .50 is the percentage of payment built into
the authorizing legislation,

and .90 is a flexible percentage which depends
upon appropriations.

Review of Other Studies

There has been much study and reporting concerning the wide
variations that exist in the area of per pupil expenditures in land
among public school districts. This literature can be divided
into three broad categories. First, those that deal in general terms
with these expenditure variations and their probable causes. Second,
those that detail resear:h stud.es concerning these variations. And
finally, those that propose alternatives or possible public policy to
meet the variation problem.

Since the courts have 'Jecome increasingly involved in the whole
problem of how expenditure variations affect students, it is appro-
priate to first point out an article by Justice Wrightl which focuses
on the legal crux of the expenditure controversy. e pleas for
courts to proceed cauticusly in the area of per pupil expenditure
litigaticn, warning that if the courts are too dynamic in their
decisions=~ nd thereby do not allow at least some reasonable tolerance

**The equalization portion of the formula can be participated in
by only those districts which have qualified. Qualification for
such participation is determined as follows:

the local Tax Effort (as previously noted) must be larger than
the wualifying Levy (as previously noted). When this is not
the case, the district involwad cannot receive that portiun of
thr state aid; however, it does not eliminate it from the Flat
Grant and Transportation portions.
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between high and low expenditures per educational unit--they may forfeit
all local control to state legislatures who will move to full state
funding to avoid further litigation,*“

Another article expla‘ns the situation in statistical terms.
Rudiger and pPollack3 deal i. u:pth witn the Cost of Education Index
which appears yearly in Sc -.! dsnoyement. They deal with the raw
‘data of expenditures and costs, and they also develop some insights
concerning the implications of variations in these financial aspects.
They report in depth the. tifteen function and object categories.
of budgeting over the last six years, comparing these functions with
seven district size and regional groups throughout the United States.
Their basic conclusion is that regional differences show greater range
in cost variability than do district size factors.

In the area of specific research concerning cost variability
it should be pointed out that most of the studies done are rather
narrow in scope. Therefore, generalizing from the study findings
must. be done with caution., Perhaps the best research summary
on variations is presented by the University of New York and the
New York State Department Bureau of Educational Finance Research.4
This study identifies four major factors in per pupil expenditure
variations: (1) Local property tax base per pupil, (2) local tax
rate per pupil, (3) size-~location index, and (4) professional staff
per pupil ratio. Using fifty New York counties as a sample, the
study reported: (1) The tax base is the most important determinant
of expenditure levels, (2) the tax rate is the lest expression of
the local boards' level of effort, (3) certain diseconomies of scale
do exist in large districts, but rmall districts with iess than 1,000
students also have increascd ex] ..Ses in some areas, (4) the staff-
pupil ratio is a strong indicato. of quality in education and should,
therefore, be subject to difterential weights based upon local
discretion in developing educational programs,

Other studies of less depth have also been developed. Rajpal's5
study showed that there is a positive correlation between expenditure
lerels and the lowa Test scores, leading to the implication that
aincreased variation in cost expenditures will lead to increased
\. 'fation in‘the quality of the education in our schools. Mort.,®
a..ng others, agreed with Rajpal in stating that there is a strong

" relationship between expenditures and the quality of an educational
program. He believed that those districts who spend more, add
more to the range of education of their students and focus better
upon the needs of those children. Miner7 concluded that per capita
educational expenditures varied directly in proportion to the
economic capacity of the state, the relative number of children
to be educated, the proportion of pupils in secondary schuols,
and the salary levels of beginning teachers. He also stated that
erpenditures are inversely related to the density of the pop-
ulation of students in a 5MSA. Burkhead8 basically, agreed with
Miner in his school finance text,
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Another study, by Fisher,g stated that per capita income is
the most consistent determinant of expenditure levels in education,
a fact which may relate as well to cost variations. Tn an older
study, BrazerlV pointed out that population density and median
income have little to do with per capita expenditures, In fact,
according to Brazer, the percentage growth of the density and
income had a negative etffect on expenditures. A study, which
presented a .very strong argument, is developed by Rumbaugh, Donavan,
Huysey, and 5chooley.1 This study reported that there is a higher
relation between K-12 instructional expenditure and achievement
in large districts than in small ones. The authors stated that
in districte witlht 2,300 to 18,072 studerts there «v no significant
relationship between expenditure and achievement. Expenditures
make a difference in lardge districts, thereby leading to the
implication that for varying costs to be equalized, there may
be an optimal district size which a state should strive for.

In the area of proposed alternatives, three recent studies
seem to be most useful. First, sklarl2, 13 has developed two
reports to the President's Commission on 3chool Finance. The
first is a review of per pupil expenditure make=-up, and it
serves as a background review of the variation problem. He
stated that the main reason for controversy lies with three
problems in identifying expenditures. First, there are a
variety of ways of presently calculating expenditures. Second,
the present sy«tem of formulation is not always as functional
as it might be. And third, there is extreme difficulty in
comparing district costs throughout a state. tHe suggested that
the U.8. Dffize of kducation should develop more de finitive
dJuidelines for budgeting, and he also recommended a complete
revision of the present function and object budgeting system.
The second presentation is a prototype of school finance planning
which he feels will reduce the problems of variations, lHis
prototype is basically a forecasting system of all of the costs
of education. He contends that only with accurate forecasting
zan we know what expenditures really do vary for a specific
reason, and not just because of weak accounting procedures,

srunol4 also developed a forecasting model: working for
the Rand Corporation, he 7>veloped a linear programming model
which he felt developed a maximum utilization of resources,
describes the distribution of funds in order of their effective~
ness upon the educational system, and at the same time satisfied
budgetary and political restraints which might have an effect
upon expenditures. His model is demonstrated in such a way that
he feels that the entire educa.ional expenditure program of any
state can be simulated in advance, thereby allowing variables
in cost *to be singled out and worked upon in a logical manner.

Finally, coming full circle from the first qroup of articles
mentioned above, a review article of the entire problem is pre-=
sented by Daizoff, This article hones in upon the major problems

&5
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mentioned throughout this review of variation studies. IHe dealt
with the implications of the entire variability controversy.

In regional studies, Rose (1970) reported a number of
internal school district measures and their correlation with
current expenditure per pupil in Colorado. The four variables
that account for approximately 80 percent of the variation among the
181 school districts' expenditure per pupils were: (1) Total
pupil-instruction one-staff ratio, teacher training, state aid
per pupil, equalized assessed valuation per pupil. Rose (1968)
reported similar findings for tiie statza af Kansas.

Because of their possible relationship to the South Dakota
situation, the 1970 expenditure correlates are reported in Table 3.

TABLE 3. Expenditure Per Pupil Cost Correlates in
181 Colorado school Districts, 1970

pearson's Product
Moment Coefficient

Variable Name L of Corielation
Superintendent Salary -.45
7-12th Pupil Retention 39..
pupil/Classroom Teacher Ratio -.82
Pupil/Other Instructor staff Ratio -.49
Pupil/Total Instructor Staff Ratio -.83
Pupil/Administration Ratio -.67
Average Number Senior High Courses -.47
Teacher Average Retention Ratio -,26
3rd Grade Reading -.11
6th Grade Reading . =21
11th Grade Math -.17
Average Elementary Teacher Salary -.20
Average secondary Teacher Salary -,24
state Aid Per Pupil : .68
General Fund Millage -,23
Equalized Assessed Value/Pupil .66
Percent Enrollment Elementary - =,04
Percent Enrollment Sccondary .04
Flementary Envollment .17
secondary Enrellment =-,16
Teacher Experience (years) .03
Peacher Training Index ' -.22
Total Enrollment -.17
Adjusted Personal I[ncome/Pupil .42
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Becent Touth Daskota chool Vinance studies were reported
by the Universaity ot Minnesota (1969) and the HEA-south Dakota
Education As=ociation (17) . The Minnesota study called for
s.chool district reorqanication firvst, with state aid then in-
creased o oan average rate of 50 percent. The Minnesota study further
called for an expansion ot the Yactors used in computing the CRU's,
They recommended that the tormalae enrollment data be derived
only trom accredited schools and that o separate factor be added
for kindergarten enrollments,

The NEA-SDEA study was critical of the then present method
of vomputing JRU's or Classroom Units,  The major criticism
was that districts' staffing jpractices had changed so as to
invalidate the formula factors. ‘Tthe study called for computation
of new factors, continuation of the enrollment derived CRU, and
an increase from ten to twelve percent for the administrative
tactor.

We know that school district measurements of real educational
need and fiscal ability for purposes of apportioning state aid
are required when:

1. There is less than full state funding.
2. There are more than one school district in the state.

3. The state seeks educational oppoartunity and tax
responsibility edquity.

The measurement of educational need so as to fit the many factors
that impinge on the delivery of educational goods and services

to the individual south bakota districts becomes imperative if
equity criteria are to be met. The revicw of the literature:
suggests that many factors should be considered in establishing
adequate and valid cost estimates for the purpose of apportioning
state aid to districts.

south Dakota's ‘tate Hchool superintendent in 1971 issued
a paper, “Criteria for a Jsound State snpport Program for Public
Bducation." State School superintendent Rarnhart wrote:

"A sound state support program measures educational
need inoa satisfactory manner,” ... .0 "While pupils
in school attendunce, or the oclassroom unit i the
most usual measure of educational need, it fails to
recoqnize that it costs more to oducate some
children than others, and that it costs more to
provide education in some arcas of a state than

in others. To adequately measure oducational need,
pupils in programs costing more mousy muct be
weidghted i relation to the coct of their program
in order to provide equity. Recognition must also

- a8y
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be qiven to the tact that in certain communities,
typically in larger urban centers, per pupil costs
are necessarily higher since living osts are higher,
teachers' salaries are higher, ote." (p. o)

Barnhart's conclusons are supporsted by the National Bducational
Finance Froject, In the publication, "Future Directions for School
Financing," (p. 28), NEFP suggested the fullewing program weights
bascd on their research to illustrate the weighting concept.,

Zducational trigram Weight Assigned
Basic eiementary'qrﬂdes, 1-6 1.0
Grades 7-9 1.20
vrades 10=-12 1.46
Finderqarten . 1.30
Mentally hardicapped _ 1.90
I'rysically hadicapped ©3.25
special learning Jdisorder 2.40
Comvensatory educatiun 2,00
Vocational -techaical 1.80 .

The south Dakota School Support foundation program emphasizes
school district enrollmer t and normative staffing practices as
relevant factors to estimate local district educational need
in order to apportion state school support. The formula also
recognizes sparsity of pupil population in that one-teacher
schools are counted as "1" cla-sroom unit regardless of the
pupil enrollment. It should be noted also that the foundation
progran provides for bus transportation, payments of mileage
expenses to parents, and board and room costs for eligible pupils,
sparsity, as an educational cost factor, is recognized in a variety
of ways outside of the "basic school support" apportionment formula,
It is noted that this study focuses on the so-called "basic support"
portion of the state foundation program,

Educational Costs and sSocioeconomic~Demographic Measures

Introduction

A number o, relationships pertinent to the measurement of edu=-
cational need for apportionment of state aid are not available for
the populaticn of south Dakota school districts, For example,
personal income, rural-populations, educational attainment, and
poverty levels of the population simply are not measured for school
districts., 5 nce these are important measures and the relationships
or lack of re ationships between educational cost and these measures
hold implications for state aid formulae, these measures were studied
for a 65 South Dakota county population. This county study is follo ~d
by a study of size, staffing, a.d educational cost relationships among
a population of independent school districts,

¢




O

ERIC

Aruitoxt provided by Eic:

66

vounty Atudy

The relationships botween population per square mile (sparsity)
and educational costs among South Dakotu school districts was of
Interest 1n this study. ince these sparsity data are not readily
avatlable for school distri-ty, a county study was conducted,
H1Rty-five operating countles were included in the population (two
"non~operating" counties were excluded).

bEducational vosts per pupil were computed for each county.
These were computed by summing total within county school district
educational costs and dividing by total within district pupils
1n average daily membership., The socioeconomic-demographic
measures for the study were selected from most recent federal
census data compiled for south bDakota counties. These measures
are summarized as follows:

1. Median Family Income.

s Percent Ircome Under Federal Poverty Level.

3. Percentilncome At and over $15,000.

4, Total County Population.

5. Percent of County Population Rural, Non-farm.!

b, Percent of County Population Rural, Farm.

7. Number of School Years of County Population 25 Years

‘or Older.

8. Percent of County Population 18.Years of Age
or Younger.

9, County Population Per square Mile,
1o, Number of Pupils in County (ADM),
11. Educational Cost Per Pupil in AbM (County Average).

The means, standard desriations, and simple correlations between
cost per pupll and the other ten measures are shown in Table 4.

school age population, poverty, rural non-farm nopulation,
total «ocunty population, pupil population, sparsity, and family
income are all important variables to nxplain variation in
educaticnal spending. tHowever, the combination of variables
that explain more variation than any cther combination of the ten
variables explains only 33,6 percent of the education cost per
pupil variation among the sixty=five counties. These four "most
efficient" variables are shown in Table 6,

EhY)
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TABLE d.  Heans, Jtandard Deviations, and Correlations Between
bducaltion cost Per Pupil in ADM and Ten Selected
coun .y Muvasures.  South Dakota, 65 Operating Counties.

Unwerghited standard
Measure Mean Deviation Correlation

l. Median Family Income $6,731 $1,172 -.31

2. Percent Tncome Under
Federal Poverty Level 18, 3% 7.7% .43

3. Percent Income At or
Above $15,000 10.34% 3.8% -.14

4. Total County Population 10,195 13,865 -.35

5. Percent of County Population .
Rural, Non=farm 43,2% 19.6% .42

¢. Percent of County Population

Rural, Parm 36.6% 15,1% .28
7. Number of S~hool Years Com- . T
pleted' 25 Years and Dlder 1102 Yro 1.1 Yr. '007 i
8. Percent of County Population ' .
18 Years or Younger . 37.1% 4.5% 44 ‘
1
9. County Populations/Square Mile 11.6 le.l «33
10, County Pupil ADM 2,525 3,615 ' -.35

1ll. County Average Cost/Pupil
1n ADM 5 794 $ 103

while South Dakota counties are not school districts, this
county study is helpful,  since inter-school district variations
ar¢ probably greater than inter-county variations, the findings
of this study are probably conservative mirrors of a sc' 2ol
digtrict study population.

The cost of delivering educational gouods and servicus are
variable, depending, of course, on how well local educational
needs are identified and funded.
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FARLE Do Fonr Most Bfficient south Dakota County Measures
in Explaining Variation in Average county Cost
Per pPupil in Ay

Percent of
Variation in

First-Order ' Cost/Pupil
Measure Correlation Multiple-R Explained
l. Percent County
Population 18 Years
or Younger 44 .44 19.4%
2. County Total Pupils
in ADM ~e35 .53 28.1%
3. .Percent County
Population Rural-
Non-farm .42 « 55 30.3%
4. School Years Completed
Population 25 vears
or Older -.07 ' .58 33.6%

Of interest in the county study is that only 33.6 percent of the
cost variation could be explained. Sparsity, as measured by pop-
ulation per square mile, was not a relatively important variable
since it was highly correlated with total county population
and percent of the popuiation that is rural non-farm.

School District study

A study population of 191 independont school districts was
selected for study. The 191 were s lected simply on the basis
of full data availability. tlone ot the 38 common school districts
were included in the study since the state has been pursuing a
policy of reorganization and these districts will be phased out
as time passes.

The first step in this study was to compare school district
puril enrollments and cost per pupil in average daily membership.
The purposes of this study was to examine the variation in costs
experienced by school districts of similar size (pupil enrollment)
and to ‘letermine "economic¢ of scalm" or lower per unit costs as
pupil enrollments inc,:-ase. Also of intereost was "dis-economics of
scale” or per unit cost increases as district pupil -enrollments
increase.
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The 191 school districts were distributed into six size
classitication:s. ‘The pupil enrollments per classification were
incremented at 300 puptls.  The last size group included districts
with 1,500 or more pupils in ADM. ©One hundred and nineteen of the
191 South Dakota districts, or 62 percent of the districts enroll 600
pupils or less. Costs per pupil in ADM ranged from $2,409 to $536.
Figure 1 shows a gradual decrease in the unweighted average cost per
pupil through the group of districts enrolling 1,200 pupils or less.
As pupil enrollments increase from 1,200 and ahove, unweighted average
cost per pupil tends to increase.

There are economies of scale through 1,200 pupil Jdistricts and
diseconiomies of scale beyond 1,200 pupil districts. Of intere.t
in Figure 1 are the tremendous disparities of cost per pupil
within similar size groupings. [In the smallest grouping of districts,
up to 300 pupils, the ratio of high to low expenditure is 2.6 to 1.0.

While size may be a factor in delivering educational gcods and
services, there are many other factors impinging on cost.

Further study was focused on the relationships among cost
per pupil and a number of other schooi district measures. Of
particular interest were the measures that in addition to district
pupil enrollment would explain or "account" for variation found
among the 191 school districts' cost per pupil in ADM.

The following measures were recorded for each of the 191 school
districts, transformed to punched cards, and processed. (The "mean"
represents the unweighted average.)

Unweighted Standar¢
Measure Mean Deviation
1. Dpistrict Current Expenditure/ADM . $§ 8ll 184
2. District Avuraqe Daily Mémbership 866 1,813
3. Classroom Units Computed by State 42.9 - 82,7
4. Current Expenditure per CRU $14,663 2,098
" 5. state Aid per ADM $ 111 60
o Elementary Enrollment 591 1,273
7. Secondary Enrollment 277 548
8. Elementary Teachers 30.7 62.8
9, secondary Teachers 18.3 25,2
o 10, Blementary pupil-teacher Ratto.f-tj . 18.4 . 4.6
E!Ség; 11. secondary pupil-teacher Ratio i 13.1 9,2
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FIGURE 1. Size-Cost Relationships 188 South Dakota School Districts
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dorrelations were computed between cost per pupil and selected
measures.  These correlations, reported in Table o, indicate a
strong inverse relationship between cost per pupil and elementary
pupil~teacher ratio, r = -.08. That is, as eclementary pupil-teacher
ratios increase, cost decreases, or as ratios decrease, costs tend
to increase. Taken as a single measure, elementary pupil-teacher ratio
variations among the 191 districts explains about 4u percent of the
inter-district variation in current expenditure per pupil. Secondany
pupil-teacher ratios are relatively weak, 4 = -.16. Also, district
total pupils in ADM is relatively weak, -.18. Both of the latter two
<orrelations show an inverse relationship with cost per pupil.

- A

TABLE 6. Correlations Betweeh Cost Per Pupil and Ten Selected
District Measurements for 191 South Dakota School

Districts
—
Measure Correlation
l. Current Expenditure per aDM ———-
2. District ADM -.18
3. Classrooutn WUnits -.18
4. Cost Per CRU .50
5. State Aid Per ADM -.02
b. Elementary Pupil Enrollment -=,18
7. Secondary Pupil Enrollment -.18
8., Number of Elementary Teachers -.17
9.  Number of Secoudary Teachers -.17
lJ. Elementary pupil-teacher Ratio -.68
ll. Secondary pupil-teacher Ratio -.16

The inter-correlations among the school district measure: of
size, cost, classroom units, and elementary and secondary pupil-
teacher ratios are of interest. As shown in Table 7, the classroom
unit, as computed by the state formula, is not related to cost per
classroom unit, (r = .08), nor is state aid related to district size
as measured by pupils in ADM, (r = .0l).

The school district data were further analyzed by applying a
multiple regression proyram tc ascertain the relative power of the
several measures to account for, or explain, variation in the cost per
pupil measure. As shown in Table 8, three measures, elementary and
second - ry pupil-teacher ratios, and state aid per pupil account for
64 per:ent of the inter-district variation in cost per pupil.

NI
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TABLE 7. Inter-correlation of seven selected Listrict
Measurements for 191 sSouth Lakota Independent
School Districts

variable Number
Variable Name 1 2 3 4 5 6

1, Average Daily

Membership 1.00
2, Cost per ADM -.18 1.00
3. Classroom Units 1.0 ~.18 1.00
4. Cost per CRU .09 .50 .08 1.00
5. State Aid per ADM .01 -.02 .01 -.25 1.00
6. Elementary Pupil-
Teacher Ratio .12 -.68 .11 -.26 .11 1.00
7. Sccondary Pupil-
Teac;. er Ratio « 24 -.16 .23 .33 -.01 .12

TABLE 8. Percentage of Inter-district Variation in
Current Cost Per Pupil in ADM Explained by
Three Selected School District Measures

Variable Name r R © R4
1. Elementary Pupil-Teacher Ratio -.67 .67 +45
2. Secondary Pupil-Teacher Ratio -.16 .78 .61
3.  state Aid/Pupil in ADM WUl .80 .64
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sumnary ot Findings

The south bakota state ald formula places heavy reliance »n
elementary and sccondary pupil enrollments and normative staffing
ratios derived f.om past practices. .

The specitic factor of sparsity is provided for in the
staffing formula where a ane-teacher school, regardless of
pural onrollment is counted as one classroom unit. Also, the
over=all state program provides transportation and other allowances
for residents and pupils of sparsely populated sgectors.

The county study findings showed that population density,
(population per square mile), was correlated with total nopulation.
fherotore, assuming similar relationships among school districts,
sparsity as a cost factor is met to the extent that district size
(pupils) is considered as a cost tactor in apportioning state aid.
The county study also indicated size-cost correlations as well as
cost correlations with poverty level, rural population, and age of
the population.

The district study found economies and diseconomies of scale
on average c¢ost per pupil for seven selected size groupings of
districts. Cost per unit tended to decrease as district gize
(pupils in ADM) increased. But, after the 900, 1,200 pupil district
size group, cost per pupil increased slightly. The extreme ranges
around the wean per pupil cost for each group is of great importance

for costing educational programs for state aid apportionment purposes.

Gize of district alone will not satisfactorily exzplain enough of the
variation found in cost per pupil to be used as a single factor in a
state ald furmula. However, district size and cost per pupil are
related in the population nf 19. school districts and state aid per
pPupil s not celated to district size. This is evidence that the
present state aid formula, which relies on an "a prior" assumption
about statfing ratios, is not apportioning state aid to meet costs
arisin out of either small or large school district situations.
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THE FCONOMIC “TATUS 8 TEACHTING PERAONNEL®
Introduction

The education industry is labor intensive. That 1s to say, personncl
costs are the major invut to the education rroduction function., During
the 1971-72 school year, teacher and other instrustional staff salaries
accounted for arproximately 4 rercent of the 121.7 millicns of dollars
~xrended for <~lementarv and secondary education in South Dakota. 3al-
aries for administrators, secretarial and'élnrihal assistants, opcrations
and maintenance workers, health services, bus drivers and other staff
services censumed a sianificant prorortion of the remaining educational
expenditure. And, given the increasing pressures from teacher unions to
maintain parity between teacher's salaries and ather rrofessional qrouns
have vaused no small consternatici among state leaislators and school
boards who must adjudicate these and other social service demands.

The primarv ourpose of this chapter is *o ~stablish the economic
status of =South Dakota's elementars and second:iry school teaching rersonnel.
“ther economic, educational and demographic¢ data affecting the teachinag
force is also presented for purposes nof analysis. 3econdlv, a profile
of the teaching staff is develoned relative to traininga, coxperience, aae,
etc, Finallv, a set of recommendations relative to establishing teaching
salary 1evels and methods of financing those levnls is offered.

The rresentation and analysis of data in this chapter is made as
though »ne were viewing a set of -oncentric circles. Aalthough the sub-
ject remains central tc one's view (teaching salaries in our case), a
Jreater versreactive is gained as one congiders the context within which
the’ sabject is established. “outh "akota has been said to he a state of
many lands. The rolling farmlands oast of the Missouri River share
cconomic kinshir with the neighborina farm states of Minnesota, lTowa and

"Nekraska while the wheat fields of the cantral and northwestern part of
the state estaklish economic ties with lorth Dakota. <attle rroduction
(3outh Dakota ranked 7th among all statreq in 1967) ecconomicallv links
“outh Nako.a tn itg neighbors, lebriska, @weoming, Montana and North
Pakota. Fimilarly, the average farm income of Zouth Dakota's neighbors
in 1956 was the approximate averadge farm in-ome of South Dakota farmers.
Although the National Fducation Asseziation grouns South Dakota with other
Plains States for rurposes of educational data comparisons, this atrdy
~hose to analyze 3outh Dakota -ata within the context of its bordering
neighh:nrs., Those neighboring states are fowa, Minnesota, Montana,
Mubrasika, tiorth Dakota and YWvynming. Thus, the first of the concentric
cirzles is formed--South Dakota and its neighbors.

*A study performed by James Hale, Department of Educational
Q Administration, University of Neiﬁﬁco‘ .
JJ
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Jouth hakota and Neighboring states

Fconomic Status

Between 1966 ard 1969 the per capita income in South Dakota was
consistently less than the Regional Average. However, since 1970 per
canita income in South Dakota has exceeded the Regional Average, al-
though the state never reached the National Average in per capita income
during the six-year reriod. The Reyional Average: per canita income in-
vreased 39 percent during the period and was equal to the National
Average increase. South Dakota leads all regional states with a 55

- percent increase which represented a nine percent margin over second

vlace North Dakota, l6 percent more than the regional gain and 27 per=
cent greater yain than Towa and Wvoming. These dramatic increases are
somewhat ausricated by the fact that South Dakota had the lowest per

capita income in the region for 1966 and therefore a smaller computational
base.

A measure found to be more predictive of fiscal capacity is the
tffective Buying Income per Household computed by Sales Management
magazine. Essentially the measure represents the number of dollars
available to a household for consumption and savings. Table 1 pre-

“ents the Effective Buying Income ner Household (EBI) for the period
1966=71 in the selected regional states. Although South Dakota was

lowest among the regional states in EBI for 1966, it was exceeded only

by Minnesota and Towa on that measure in 1971. And, althouch south Dakota
was approximaitely 7.5 percent below ' he Regional Average in 1966, it was
approximately 3.5 percent above the Regional Average in 1971,

A more thorough analysis of the changes in EBI is offered in Table
2 where both the dollar amounts and vercentage increases (decreases) are
presented. Again, South Dakota led the region in percentage increase
and dollar increase in EBI during that period. The gains also exceed
both the Regional and National Average increases. One may safely conclude

‘that some South Dakotans were significantly better situated economically

in 1971 than 1966 and were in an economically better position in 1971
than its neighbors excent for Minnesota and Iowa.

Another analytical measure used to assess the economic health of
a state is to determine the income distribution among households in the
state. Table 3 presents the fncome Distribution for 1971 in Selected
Regional States. The Table identifies the rercent of households in each
income cateqory and the percent of the state's total income received by
those households. FPFor example, for 1971 it was determined that 18.7
vercnnt of 3outh Dakota households had incomes of $2,999 or less and onlv
2.7 percent of the state's total income for that year was received by
those households. ©nly Montana had a areater percentaade-of its housge-
holds receiving incomes of $2,999 or less., Concomitantly, 1%5.5 vercent
of the South Da¥ota households earned 515,000 or more and received more

than 42 vercent of the state's incomein
_ (:(}
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Although South Dakota does not differ significantly from the
Regional and tlational Average in any of the categories, it is this type
of analysis that alarms many economists. It is clear that a small
vercentaqe of the population ius receiving a disnroportionate share of the
earned income. At the same time, the percenta-e of the population
identified in the low-income households is growing. Ideally, income
would be distributed among the national (state) population in a manner
similar to the classical "normal probability curve." Tn that distri-
bution less than 5 percent of the nation's households would have annual

incomes of $2,999 or less and less than 5 percent of the population would
have annual incomes of $15,000 or more.

The data in Table 3 provides a significantly different view of the
cconomic health of a state than the per household income reported in
Table 1 and analvtically reported in Table 2. From Table 3 one can readily
see that over 68 percent of South Dakota's income is received by house-
holds earnina 510,000 per year or more. However, only about 37 percent
of the households are in the $10,000 or greater income category. Thus,
wher the averaging was done to develon Table 1 (total state income
divided bv total number of households) a significant overstatement of
the economic well-being of people was made. Conversely, given the
commonality of the distribution by income category, although dismal as
the total distribution may seem, the fact that commonality exists among
and between the income categories maincains the analytical value of
Table 1 and Table 2. ’

The foreaoing data are necessary to establish the relative economic
status of teaching personnel, although those comparisons will be made in
another section of this chapter. Attention is now given to the relative
educational task among the regional states by assessing the target
population--the students.

Student Population

Table 4 establishes the student nopulations in the selected regional
states for 1970, Although South Dakota is the median state in Nurgery
School enrollment, it has the largest percent of its Nursery School-age
children enrolled in public vrograms. Conversely, Minnesota has the
largest Mursery School-age porulation but the smallest percentage of those
children enrolled in public programs. South Dakota also has the largest
number of its Kindergarten-age children enrolled in public schools. Aal-
though fowa has a lesser nercentage of its Kindergarten~age children in
vrivate programs (2 percent compared to South Dakota's 3 mercent), they
also have almost four times as many Kindergarten-age children enrolled
as does South Dakota. The number of Elementary and Secondary school=
age children in 3South Dakota compares favorably with both Montana and
Morth bakota although South Dakota maintains the largest pnercentage of
those students in public nrodrams.
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Like most states in the nation, South pakota public school enrollment
ig declining due to the raduced birth rate during the last half of the
1960's. Figure 1 graphically illustrates the rise and fall in public
school enrollment in South Dakota between 1966 and 1972, The sianificant
increase between 1Joh and 1968 may be attributed to the early child-
hood programs funded under the Elementary and Secondary Education Act of
1965 and its amendments. Beginning in 1968 the public school enrollment
continued to decline as rapidly as it increased the previous two vears.
and, although enrollment increased by about 400 students between 1970
and 1971 the steady rate of decline continued following 1971 and is ex-~
pected to continue declining through 1974, The South Dakota State
Department of Education has projected the 1973-74 public school en-
rollment to be approximately 170,000 students. That number represents
more than 1,600 students less than those enrolled in the 1971-72
school vear. .

The estimated racial/ethnic group enrollments in the selected
regional states are reported in Table 5. South Dakota is second only
to Montana in the percentage of American Indian student enrollment. -
South Dakota and Montana share the lowest percentage of Negro student
enrollment and South Dakota remains lowest in percentage of Oriental and
Spanish American children enrolled in the public schools. The data in
Table 1, developed by the U.S. Department of Health, Education and Wel-
fare's Office of Civil Rights, provides some insight into the extended
educational tasks associated with differing cultural groups. More will \
be said about this aspect in the saction on teaching staff.

Teacher Populations

“ne of the more direct approaches to assessing market conditions for
a product is to determine how well the product is moving~-that is in this
case, to what extent are college graduates holding teaching certificates
gainfully employed within the education industry. Figure 3 represents
the data from a 1972 N.E.A. study on "Teacher Supply and pDemand in bublic
Schools". By establishing demand as 100 percent determined need (as
reported by school districts) and then plotting teacher education grad-
uates as a percent of new teachers employed, one is immediately confronted
by two facts. First, there has never been a shortage of secondary
teachers for the years reported, That fact is readily mediated when one
remembers that the graphs represent aggregated data. A closer inspection
of the data reveals that we have consistently over-produced secondarv
teachers of aariculture, art, biology, physical education, and social
studies, amona others; while a short supply is evidenced for some years
in the areas of chemistry, mathematics, library science and a few others.
Currently our deficient supply seems to be in the areas of mathematics
and special education although not critically so.

Probably the most zritical variable in the supply~demand relationship
and the variable most often discussed at collective bargaining sessions
is the number of pupils per teacher'ij‘cegmonly termed the "pupil-teacher
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ratio". oObviously, if the number of pupils per teacher is reduced then
more teachers must be employed and conversely. It has often been a
practice among teachers and administrators to compare pupil-teacher
ratios between school districts and between states. Table 6 is such

a comparison for South Dakota and neighboring states. The Table does
provide a perspective of the relative work-load carried by the average
teacher in each of the respective states. Teachers, like other indi-
viduals, are sensitive to relationships that may identify relative
equity among and betwe:n themselves. The pupil-teacher ratio is one
such relationship.

Table 6 reveals that South pakota has consistently had pupil-
teacher ratios in the elementary grades below both the Regional and
National Averages and below all of the neighboring states. This fact
may be attributed to the relatively large number of small schools having
less than [ive teachers and with small enrollments. Beginning in 1968
the pupil-teacher ratios for South Dakota were adjusted to include the
seventh and eighth grades iu the secondary computation. Since higher
pupil~-teacher rativs are commonly found in those gradeti, the effect was
to increase the secondary ratios for the following yeirs. On the state
average South Dakota easily meets the National Educat.on Association's
Quality Criterion measure of 24 elementary pupils per .:eacher. Although
a4 secondary Quality Criterion was not identified, the 1971 level of
22.2 students per teacher seems reasonablae.

Table 7 compares the instructional staffs of the selected states by
racial/ethnic group. The first column identifies the estimated number
of professional persons employed in each of the states by racial/ethnic
designation. The second column identifies the percentage of the state's
total instructional staff represented by that group. For example, in
1970 it was estimated by the Office of Civil Rights that nine American
Indians were members of South Dakota's instructional staff. Those nine
persons represented 0.1 percent of the state's total instructional staff.

The staff percentages in Table 7 are compared to the student enroll-
ment percentages presented earlier in the chapter as Table 5 to develop
Table 8, Table 8 compares the percentage of both students and teachers
by racial/ethnic group and further identifies the percentage difference.
For example, in 1970, 5 percent of South pakota's student population
was American Indian but only 0.1 percent of the instructional staff was
American Indian. The difference is shown as a negative 4.9 percent by
placing the percentage in parenthesis.

American Indians represent the largest racial/ethnic group in the
region. Montana employs the largest percentage of American Indians on
its instructional staff but only marginally compared to the student
enrollment. Wyoming is similarly situated with regard to their Spanish
American enrollment and Spanish American instructional staff. Although
these percentages do not represent wide variances, it seems creditable
to suggest that a 5 percent variance would be sufficient reason for the
Office of Civil Rights to ask "
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Economic Status of Teachers

The opening paragraphs of this chapter alluded to the increasing
militancy among tes-her-organizations in their efforts to establish
parity between teacher salaries and other professional groups. Dis-
agreements between teachers and school boards over salary policies are
not of recent vintage, although the intensity and regularity of those
disagreements resulting from collective bargaining statutes and other
organized strategies of teacher-groups in the absence of collective
bargaining statutes may be identified with- the 1960's., This condition
arises frcm a time-honored principle of personnel administration which
recognizes that all measuring devices utilized to determine remuneration
policies contain elements of arbitrary calculations. This admission is
not seen as a weakness but as a realistic recognition that establishing
the worth of an individual is not the exclusive domain of the calculus.
This argument has been a predominant one within the education profession
especially when educators are presented salary proposals based upon
credit/hour production, cognitive achievement of students, and so forth.

Historically, the factors of remuneration policies have been:

1. An individuals contribution to the educational enterprise. For
the most part, those contributions have been measured with such vagaries
as "gets along well with children", "gets along well with colleagues",
etc. It is those indefinite measures that the scientific-measurement
people would like to challenge although their notions are not dissimilar
to Frederick .aylor's scientific management proposals and little evidence
has been offered to cause one to assume the measuring devices are any
less arbitrary now than they were fifty years ago. However, there is
increasing evidence that a teacher's verbal ability correlates highly
with their students verbal ability.2 And, if increased verbal ability
of students is Seen as one contribution to the educational tasks then

this measure may, following more research, become a future "contribution
indicator".

2. The efforts put forth by individuals in the forms of time, energy
(physical, mental and emotional) and cooperative attitudes have long been
measures of teacher quality. These measures have, more often than one
would like to admit, been assessed irrespective of an individual's
utilitarian contribution to organizational goals. However, the problems
identified with this policy are not exclusive to the education industry.
Although The Peter Principle has popularized the concept vithin the
educational establishment other industries have long experienced similar
problems. The fact of the matter is that the literature assessing moti~
vation, absenteeism. alcoholism, etc., generally comes from studies in
Business Administrative sciences.

3. The forces associated with custom, tradition, and deneral fu-
luctance to change must be recognized as being potential cogE;olling
factors when setting salary policies. Other factors in remuneration
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policievs which ere of more recent import to the Lduuatxonal industry
are those lony expurienced by other industries as a result of the
organized labor movement., i‘or example, cost-of-living or "escalator
clauses” are negot.ated ko almost all industrial collective bargain-
ing agreements. Recognition of the tact has recently created pressures
on social institutions (e.g., yovernment, hospitals, etc.) to include
that feature in their compensation packages. Further, one can detect
acceptance of this concept in the rhietoric of state legislators during
debate on educational legislation designed to increase teacher salaries
by such purases as "a cost-of -living-allowance."

Tt is not a prrpose of this study to explore the ramifi-ations of
collective Laryaining as it relates to educational emplovment, However,
there are two theoretical propositic s relatad to collective bargaining
that will be briefly discussed. Fir.*ly, is the "lump of work" theory.

In industrial organizations this principle translates -- a worker should
take @asy on the job or he will work himself out of a job. This

notion 13 clusely associated with the "featherbedding" concept that has
recently been charged against the rail-workers. In the education

industry tihe principle is applied in discussions aboat pupll-teacher

ratios and teacher-ai.las to handle special daty assignments and other
non~teaching tasks. issentially it is an etfort to re-define traditional
teaching tasks. secondly, is the "equality-of-workers" theory. This
principle asserts that all workers on a given type of job are economically
equal. Application of the principle usually manifests itself through
worker classifications and seniority rulues which are readily acceptable

to workexrs and the principle tends to eliminate controversies between
workers of varying ability. This principle has lony been practiced
throughout the education industry. salary schedules based on training

and experience are worker classification structures based on two dimensions
¥ supposed merit. Thus, the foreqoing two principles ("theories") are
directly applicable to the ediicational industry in that one attempts to
re~define the traditional teacning tasks (which may have merit) and the
otner tends to reduce conflict between persons engaged in similar activities
(which may ilso have merit).

rRemuneration policies must be divern proper merspective in the overall
personnel administration program. either overcmaphasis nor underemphasis
will serve the organization since wages alone will not increase productive
ity. Teacher morale and productivity are more « thon associated with
working conditions, achievement, recognition and responsibility than with
salaries, 3

“he search for ovil2nce tou establish the principle of worker-equity
ultimately concludes wilth an analysis of wages recaived for comparable
Wwork. Comparable work w.3 partially established for the rcegional states
through the presentation ot pupil-teacher ratio,, Comparable compensation
for that work is established in Table 7,

“bviously, there are differences in ability betwaeua teachers hoth
inter-state and intra- stdtui Qﬁas there are Jdifferences in ability
[N
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between persons in other areas of econoiic activity. But just as
obvious is *the fact that teacher-associations funions) subscribe to

the principle of worker-equity and the unit of ainalysis here is average
practice; therefore, it is appropriate to assess aggregated data as
though one were di.tussing conditions relevant to all teachers. ’

The average classroom teacher's salary in South Dakota has Becn
consistently less than the average classroom teacher's salary for the
regional states. Further, South Dakota teachers hava received sig-
nificantly less salary than their National counterparts between 1966
and 1971.

Table 1) presents both the dollar ¢ *i and percentage of increase
in average teacher salaries for the periou. Only in 1969 did South
Dakota teachers rcuceive an increase in average salary greater than the
Regional and/or National Average. Although South Dakota's percentage
of incrcase for the period (46.9) was greater than the Regional (44.7)
and Naticnal (42.4) Averages one must remember that the average South
pDakota teaching salary in 1966 was only about 82 percent of the Regional
Average and approximately 71 percent of the National Average. Therefore,
ane should be careful not to place too much emphasis on the 46.9 percent
increase for the period. The period ended with South Dakota's average
classroom teaching salary at approximately 83 percent of the Regional
Average and about 73 percent of the National Average. Thus, South Dakota
teachers only made marginal salary gains (1 percent Regional and 2 percent
National) relative to their neighboring and National counterparts and
maintained the Jubicus distinction of providing educational services
for Snuth Dakota children at between 20 and 30 percent discounts.

- Minnesota was the only regional state to surpass the National Average

in teaching salary for 1971 althouyh fowa was very close. North Dakota
teachers experienced a condition similar to the South Dakot: teachers for
the period but did manage to maintain a difference of between $300 and
$500 above South Dakota for each of the years.

One argument long used to justify relatively lgy teacher salaries
for a pdarticular state is the non-data hased assertion that teacher salaries
compare favorably with other incomes for the state. Although that will
be done for 3outh Dakota in a folluwing section of this chapter, attention
is now ¢give. to comparisons of thc average percent of increase in EBI
per househoid and the average percent of increase in teacher salaries for
the regional states. Two cautions should be mude before any conclusions
are drawn from the data presented in Table 11, First, teachers are
included in the household group. Therefore, if teacher's EBI is greater
or less than a state's average their income will tend to raise or lower
the average EB1 for the state. 3econd, teacher income is "hafore taxes"
where EBI is a consump“ion and savings measure. Therefore, teacher
income is overstated by the percent of income that must go for taxes--
federal and state. Adjustuents will be made for those measures in the
south bakota analysis.

The summary column of Table 11 indicates that South Dakota teacher
income increased in about the same pﬂtg?qg}on as the sState's EBT increased
4
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during the period. ¥ot, Jouth Lakota was the only regional state in
Wit that happetied.  Except for North Dakota and south Dakota, all
other regional states provided teacher salaries increases for the
period siynificantly greater than EBI increases. The net effect upon
worth Dakota and south Dakota teachers was that their household's
economic position was less than the average household's economic
position i{n the respective states at the end of the analysis period,
(Recall that teacher salaries are "before taxes" and EBI is after
taxes.) It is also worthy to note that the Consumer Price Indsx
increased approximately 22 percent during the period and thereby negated
about one-half of the economic gains of all households,

A factor which contributes significantly to the average salary
computation is the relative position of groups of teachers on their
districts' salary schedule. Therefore, the average teaching salary
may be high (low) for a particular state if a large percentage of the
state's teachers are high (low) on the salary schedules of their
respaect.te school districts. Table 12 illustrates the percentage dis-
tribution of teachers by salary classes for 1971, Because classroom
teacher's salaries are normally a function of training and experience
one cannot make definitive statements about worker-equity from the
data presented in Table 12. However, given training and experience
and the propensity to fund teacher salaries, Table 12 places the
teaching staffs of the selected states into income categories that may
be compared to household income categories presented egarlier in Table
3. For example, from Table 3 it is determined that 36.8 percent of the
South Dakota households had incomes of $10,000 or more and from Table 12
it is determined that 7.4 percent of South Dakota's teachers had incomes
of 37,500 or more. And, 49.4 percent of the South Dako:a teachers had
incomes less than $6,500 while more than 40 percent of the total house-
holds had incomes below that level, It would be erroneous to conclude
that teacher's income categories are distributed in a manner similar
to EBI categories because the majority of the 49.4 percent of teachers
earning 36,500 or less earned between $5,000 and $6,500. On the other
hand, over 18 percent of the non-teacher households earned less than $3,000,

unly liorth Dakota had a lesser percentage of it's teachers earning
»7,500 or more. Except for North Dakota and South Dakota all other state's
teacher salary categories and the Mational Average are positively skewed,
i.e., the largest percentage of the teaching force is located within the
upper income categories. The opposite skewed distribution is true for
both Nourth pakéta and South bDakota, i.e., the largest percentage of their
teaching staffs are located in the lower income categories, It was
pointed out earlier in this chapter that Morth Dakota and South Dakota
teachers were providing educational services at between 20 and 30 nercent
discount rates. That fact is again reinforced by the foregoing analysis.
Teachers are commonly perceived to be "middlo-income" citizens. 3uch
1s not the case in South Dakota. Compared to the per household income
distribution given in Table 3, Montana and Wyoming teachers more closely
approach the expected teacher salarytgistribution evidenced in Table 12,

[ NS
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It was not deemed necessary to adjust teacher's average salarv to
the after-taxes consumption index reflected in per household effective
buying income (EBI) for purposes of the foregoing analyses.. The rationale
for that conspicuous omission centers around the two facts that public
school teachers are normally employed through school-year contracts
requiring a specific number of days service and that employment contract
is the teachers household income. The rationale may be further sub-
stantiated through a statistical adjustment of teachers' work year.
Although taat adjustment is more relevant to comparisons of teachers'
salaries to salaries in other occupations (such an analysis is given

belew), it is recognized here to auspicate concern relative to the
foregoing analyses.

Assuming a school-year contract requiring 196 days service, a
teacher would be employed an equivalent of 39.2 work-weeks. Adding
 eight paid holidays (for which teachers are not paid) yields another
1.6 work-weeks. Then, 20 days annual vacation (not extreme for persons
witl: an average of 1l years service) represents another 4.0 work-weeks.
The total of 44.8 work-weeks is about 36 percent of a work-year. The
14 percent Jdifference would represent the approximate tax burden expe-
rienced by teachers and therefore average salaries of teachers before
taxes compare favorably with EBI.

Ho private or governmental agency systematically provides comparative
analysis of salaries received by various professional and occupational
groups. Occasional data are reported by the Department of Labor and
various professional associations relative to their particular focus.
Some college and university placement centers tabulate starting salaries
orrered. their graduates but that data is not widely circulated. The
National Education Association's Research Division has, in recent years,
attempted to bring together data that could be interpreted to establish
the relative income of teachers and other occupational groups. Although
that organization is clearly aware of the pitfalls encountered when
making such statistical comparisons, they do a most credible job in
attempting to control both conceptual and statistical variances in their
design and in their data.

A greater degree of conceptual difficulty exists when comparing
teacher salaries to other professional groups than exists in comparing
tachers to teachers. Again, because comparisons are being made between
people, the whole question of the value of parsons often confounds such
attempts. Although that difficult question is usually set aside by the
rationale that the discussion is about income status and not worth, the
question of comparability of professions and/or occupational groups is
nct so easily and arbitrarily dismissed. Often such criteria as
p eparation required (time and scope) and responsibilities assumed pro-
vide the basis for comparisons. Finally, teacher salaries must he
statistically adjusted to an annual basis. The NEA-Research Division
does that by taking the sum of 8/12 rf one years salary and 4/12 of the
tollowing years salary. The techni as not seem to be defensible
because teachers do not work 12 monthg, year.
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in reporting the calendar-year averadge salary of teachers compared
to other occupational groups for 1950 through 1970, it was determined
that teacher's salaries surpassed wage and salary workers {(all industries)
in 1954 and held a 14.% percent advantage in 1970, Teaching salaries
surpassed employees 1n manufacturing in 107 and held an approximate
8 percent advantage in 1970. Finally, average teacher salaries have
never reached the level of averade salaries received vy civilian employees
of the federal ygovernment and were about 20 percent below that group in
1970, When the latter group is adjusted to include only non-supervisory
employees the teacher salary deficit drops to approximately 4.4 percent.

It seems appropriate to compare teacher salaries to other government
rrofessional salaries for two reasons. First, governments (federal, stete
and local) must, within revenue limits, maintain competitive calary
structures to attract accountants, agricultural agents, biologist, chemist
and engineers, among others. Second, this comparison does not encounter
the controversy centering around the difterences in jovernment employment
versus private employment. Certainly there are differences in role
behavior in many instances, but the arguments seem to be unnecessary given
the wide range of professionals employed by governments. The philosophical
differences between those who would debate the latter postulate would
require them, in the final analysis, to either negate or support the
propositions that taxpayers should be required to support certain social
services (which it seems we should) at certain remuneration levels (which
is cventral to the philosophical differences and the debates soon surpasses
the domain of technical economics).

Table 13 compares l2-month average teacher salaries to salaries of
other government positions which require at least bachelor's degree level
training. Some positions may require master's dedree level training but
average teachers salary would also include some master's degree level
training. The percentage difference column of Table 11 was developed by
dividing the 12~month 1970 averade teacher's salary by each of the average
salaries reported for other yovernment positions. The salary data for
other government positions was given as "average minimum" and "average
maxitum." The latter was chosen for this analysis bhecause minimums are
normally associdted with beginning salaries where average-maximums are
usually associated with experienced or "exceptionally qualified" individuals
(normally 4 person with non=government experience in the same field).

The choice seems appropriate since it has been reported clsewhered that
the avera4ge teaching experience of American teachers in 1971 was 11 years.

nly tmployment lanterviewers and Social Service Workers received
averaye salaries lesg than teacherg and those salaries were not signifi-
cantly luower. bExcept for Sanitarians (4.4 per~ent higher), all other
selveted positons had siynificantly higher average salaries than did teachers

in 1970.
Jummary
\ . . .
E T(:~ An attemp t has been made in this firgt of two sections of the chapter
P v v

to develop the zontext within wic)}{) establish the economic status of South
Ly
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Dakota's public elementary and secondary school teaching personnel,

The attempted perspective was likened unto one viewing a4 set of con-
centric circles whercby each circle added depth of understanding as

one focused upon the targeted teacher economic status,

Although the National kducation Association groups South Dakota
with other Plains <tates for purposes of educational data comparisons,
this study chose to analyze south Daiota data within the context of
it's bordering neighbors. Concentric comparic:ns were made relative
to: general populations, general economic status, student populations,
teacher populations and the economic status of teachers, several
conclusions may be drawn from the analysis. A few are listed here.

l.  South pakota led it's neighbors in population decline between
1960 and 1970 (=3.5 percent), -

2, douth Dakota has more school age population per 100 adults than
does its neighbors, The 63 school age children per 100 adults (age 21~
©4) exceeded the National Average by 22 percent,

3. The average working adult age (ages 20-04) in South Dakota is
35.2 years.

4. 3Since 1970 South Dakota has exceeded the Regional Average in
Fer Capita Income and in Per Household Income.

5. South Dakota leads the regional states in the percent of school
age children enrolled in public school programs.

L. South Dakota's largest school enrollment of racial/ethnic group
children is American Indian (5 percent),

7. Except for 1971, South Dakota school enrollments have steadily
declined since 1968 and have been projected to continue declining
through 1974, '

8., The National teacher supply exceeds the demands.

Js  South Dakota's pupil-teacher ratios for both elementary and
secondary schools have consistently been below the Regional Average and
National Average. Further, they are within NEA's puality Criterion
measure,

10. “nly 0.1 percent of south Dakota teachers are American Indian
compdared tu % percent of the student population,

11. South Dakota teachers are providing educational services at
income rates between 20 and 30 percent below neighboring states.

12, About one-half of sSouth Dakota's teachers had incomes less
than $6,500 in 1971 while 40 percent of all houselolds (including
teachers) had incomes below that le i .
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13. Soutih pakota teachers are only marginally represented in the
state's "middle income"” group while teachers in all regional states,

except North Dakota, are represented as expected or in "higher income"
categories, .
ld. ©n a 12-month basis, the average American teacher earns sifni-

ficantly less than other government employees with similar training
and experience.

South Dakota -~ Intrastate

e

Introductton

Data analyses were performed upon geo-political subdivisions within
the state of South Dakota similar to the analyses made to compare S uth
bDakota to it's neighboring states. Because the analyses were, for the
most part, made through computer-based statistical progrars, the results
of those analyses will be generally reported in narrative rather than
tabular form. The purpose here is the same as the previous secticn of )
the chapter; to establish the economic status of public school teaching
personnel in relation to the ceneral population.

Other analyses will be offered relative tc the supply and demand for
teachers within the state and a profile of South Dakota teachers will be
presented. The chapter concludes with salary recommendations and proposed
methods of financing those recommendations.

Economic Status

South Dakota could not be considered as one of the wealthy states.
In 1969, South Dakota ranked 37th among the fifty states in Per Capita
bPersonal Income, yet ranked 2nd in Per Tapita Disposable Income as a
Percent of Total Per Capita Personal Income. Disposable income is “"after
taxes" income: therefore, the foregoing measures seem to indicate that
South Dakotans enjoy a relatively modest tax structure. However, that is
not necessarily the case. South Dakota ranked 7th in state and local
tax collections in 1968-69 as a percent of 1969 personal income. Almost
58 percent of that tax revenue was denerated through the regressive
property tax and thus ranked South Dakota as lst among the fifty states
in its use of the property tax as a revenue source.

The property tax has been under increasing pressure from both state
legislatures and the courts. Several state legislatures have recently
passed measures to significantly limit the use of property taxes and at the
same time %to substitute other, more progressive, revenue measures. Because
south Dakota school districts are primarily funded from local sources
(abeut 85 percent in 1972) and becaude local revenue is from the prog arty
tax, any change in the property tax provisions would necessitate that the
state increase its funding level to 1011'?,11001 distrijicts,

AV 2
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Due found® that by increasing the South pakota sales tax by 1 percent.
$15 million would be generated based upon 1969 revenue. If the sales tax
were broadened to include consumer services at a 5 percent rate, an
additional $7 million would be available. Thus $22 million are available
to the state treasury through this one measure. The sales tax, as a
revenue measure, is proportional in application and regressive at its
worst. Yet, by exempting food and medicines, the sales tax moves toward
being a progressive tax in its effect.

Due further reported that based on Oregon's 1969 state income tax
rates, South Dakota could have generated $57 million from that source.
Although Oregon state income taxes were considered to be "moderate" in
1969, south pakota had no state income tax. North Dakota had less per
capita income than did South Dakota but provided state and local govern--
ments more per capita revenue. The total revenue effort of South Dakota
seems commendable. The extensive use of the property tax is not.

The map of South pakota identifies the six Educational Planning Districts
(EPD), The 1971 Median Effective Buying Income per Household is associated
with each county. Median household income means that one-half of the
households had less income and one-half of the househol?s had more income.

The state median income per household was $7,925 while each EPD's median
household income was: (1) $6,616, (2) $7,217, (3) $6,329, (4) $6,622,
(5) $7,232, and (6) $8,029.

The per pupil agricultural property assessed valuation was determined
tc be $23,044 in EPD-5, followed by $17,254 in EDP-6, $17,201 in EPD-4,
$16,417 in EPD=3, $14,184 in EPD~1, and $13,587 in EPD=2. Non-agricultural
property assessed valuations per pupil were found to be: $7,138 for EPD- 2,
§5,949 for EPD-1, $5,775 for EPD-3, $5,736 for EPD=6, $5,657 for EPD-5, and
$5,634 for EPD=4. Rank ordered from high to low on all assessed property
valuations per pupil establishes the relative economic ability of the EPD's
to support education. That rank order is: (1) EPD=-5 at $28,700, ‘2) EPD-6
at $22,989, (3) Epp-4 at $22,834, (4) EPD=-3 at $22,192, (5) EPD=2 at
$20,724, (6) EPD-1 at $20,131. The state average was found to be $23,643.
Only EPD-5 was above the state average.

By weighing equally the four economic measures, agricultural property
value per pupil, non-agricultural property value per pupil, total property
value per pupil, and median per household income, it was determined that
by weighing the rank-order positions from 1 to 6, EPD-5 and EPD=6 have
equal cconomic strength followed by EPD=2, EPD=4, EPD-3, and EPD~l. This
finding, plus the 1971 Effective Buying Income data in Table 14 substantiates
for South pakota the finding by Rossmiller and his Associates cited earlier
to the effect that EBI is the most reliable and efficient wealth measure
available at this time for comparative purposes.

The increases in EBI for the period 1966-=71 indicate the the economic
structure of the state's EPD's is rather stable. EPD-2 made the greatest
relative gain while the four EPD's with the lowest economic strength made
almost common advances oh the two lea:!sgkgzo's. Finally, an analysis was

ds in each EPD by income
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distribution (see Pable 3. The distribution categories were then

teconcertaal iled into three classes.  The household income classes
Wt (1Y 55,000 or Less, (2) 55,000 ta 51%,000, and (3) $15,001

or wore,  Phe rat-order o the BPD's Crom wealthiest to least wealthy
were almost pdentical to the vrank-orders above on the four economic
Factor:s.  TUhe only ditforcnce in this rank-order and the combined
tactors was that Lib-1 had a lesser percent of the households (38 per-
cvent) with incomes below $5,000 than did EED-3 (41 percent) and there-
tore the two Fi'L's exchanged their lowest and second lowest ordered
pusitions.  When gqroupwed in these income categories it was found that
about S0 perceat ot the houswholds are in the "middle income" category.
One would expect abwout od purcent of the households in that category
it income were distributed in a manner similar to the “normal prob-
ability curve™ although south bDakota's current distribution would be
similar to the national distribution,

A stepwise discriminant analysis was performed on nine educational
variai»les plus nine cconomic variables. The data were aggregated on
a4 county-unit basis and analyzed to reflect commonalities and differences
between Hducational Planning Listricis (EPD). Based on all 18 variables,
the statistical process tested for homogeneity of counties within each
EPD. The analysis revealed that EPD-6 counties were most alike, closely
followed by EPD-5. The other regions were found to display a lack of
homogenous characteristics in the same fashion as their rank-order on
income distribution. This test reinforces the previous analysis to the
effect tha educational characteristics (number teachers, enrollment,
ete.) corr-lute highly with economic characteristics., This finding
has been substantiated by virtually all educational-economic studies.

The rather suhstantial standard-deviations found for both assessed
valuation on agricultural property and non-agricultural property in
EPD-5 and EPD-5, plus the high incidence of homogeneity, further indicates
that only a minor number of the counties in those EPD's have less
cconomic strength than “he average. Also, the standard-deviations on
instructional cost per average daily membership (ADM) were from three to
seven times gredater than the lower cconomic ¥PD's, thus again substan-
tiating the existance of a minor number of counties dissimilar to t'e
averayge.

The within group correlation matrix revealed a higher positive
correlation between instructional cost/ADM and assessed value of
aijricul tural property than with non-agricultural property--thus reflecting
the larger class of agricultural property and the importance of property
value in south bakota's educational funding. Further, negative relation-
shipes were found between instructional cost per ADM and low-income
yroups while a pusitive relationship ot about equal strength was Found
between instructional cost per ADM and high iLncome qroups.
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Student-Teachier bopulations

south Dakota's declining public school enrollment was presented
in Figure 1 and the state's pupil-teacher ratios (P-TR) were compared
to neighboring states in Table 6. Analysis of the elementary school
P=TRs by EPD revealed variations from 19.4 pupils per teacher to 14.9
pupils per teacher. The lowest elementary school P-TRs were found to
be in the wealthiest EPDs (5 and 6). The same general finding was true
for secondary school P-TRs except for one notable case. EPD-6 had
the highest secondary school P-TR (approximately 17.3:1). EPD-5 had
the lowest (12.1:1) and the remaining EPD's had secondary school P-TRs
between 13.0:1 and 14.4:1. The influence of Rapid City's high secon-
dary pupil-teacher ratic (approximately 24.4:1) was evident in the region-
six computation given the fact that the Rapid City school district
employs over one-half of the EPD-6 secondary teachers. Similarly,
Sioux Falls employs approximately one-third of the region-two secondary

teachers yet it's approximate 21.5:1 P-TR is substantially higher than
the EPD-2 average of 14.4:1.

. Figure 3 graphs the number of full-time public elementary and secon=
dary teachers for the period 1466-1972. Like the student population
(see Figure 1), the number of classroom teachers increased between 1966-
67 but the number has consistently declined since 1967. The rate of
decline ceased rather dramatically following 1971--there was an enroll-
ment increase in 1971~-and the preliminary data for 1972-73 indicates
that the number of teachers will remain about the same.

supply-Demand for Teachers

The foregoing data clearly indicate that South Dakota is not in
need of additional teaching personnel. The expansion of services to
exceptional children the past few Years has increased the demand for
specialists in those related areas. Also, teacher-mobility to other
states and retirements will create a few positions. However, South
Dakota will neither require nor be in a position to employ the number
of recent graduates who received teacher training at colleges within the
state. Table 15 indicates that over .,000 graduates per year since 1969
have been qualified to teach in the public elementary and secondary
schools. Concomitantly, the number of teaching positions has steadily
decreased during that period (see Figure 3). Obviously, many trained
teachers from South Dakota colleges will not find teaching positions in
South Dakota public schools. Like many states, there is an over-
supply of teachers in South Dakota. Further, enrollment projections
and pupil-teacher ratios indicate a decreasing demand for teachers for
the next several years.
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TABLE 15. Number of south bakota Colleye Graduates Receiving Degrees
and Preparing to ‘Teach in klementary and Secondary sichools

Level 196v 19v] 109 1970 1071 1972
Llementary Regular 225 257 N.A, 480 940 875
Special N.A. CHA, HaA. NLA, 4 N.A.
secondary 747 734 HeA. 1,690 1,592 1,675
Un-graded * HoA, hN.A. NPWI 165 166 121
TOTALS 172 1,041 2,241 2,735 2,712 2.0691

DATA SOURCE: Various 1.E.A. Research Bulletins
* Include Special bBducation, Guidance Counsalors, Librarians, etc.

N.A, - Not available

Economic Status of Teachers

An inverse relationship was found to exist whun teaching salaries
were compared to median ERI per household by educationai planning district,
That is to say, teachers in the least wealthy EPD's earned more than the
median household's LBI while teachers in the wealthier EPD's earned less
than the median household's EBI1. Uy sclecting the counties with the high-
est and lowest median household EBI and comparing the average salary of
teachers in school districts associated with those counties, it was de-
termisied that teachers earned less than the KP'D's wealthiest county in
all cases. The percentage differcnces ranged from 3 percent less in
FPD-4 (Brown County} to 26 percent less in KPD-5 (Ilughes County). ‘The
differences in this comparison waere less in v'ib's 1, 2, 3, and 4 than in
EPD's 5 and 6, although the influcnce of Zioux Falls (Minnehaha County)
was evident in EPD~2. For cxample, the median household EBI in Minnehaha
County (EPD=-6) is 5.5 percent greater than the median household EBI in
Pennington County (EPD-6) and the mean teaching salary in Minnehaha
County was found to be hH.6 percent higher than the mean teaching salary
in btennington County. Also, the avcrage salary of sioux Falls teachers
was Joetermined to be 7.1 percent higher than the Rapid City average
salary for teachers even though both school district's faculties have
average teaching experience of 11.Y years.,

the average teaching salary. in counties representing the EPD's least
wealthy county were tound to be higher than the county median household
EBT except for hiD=-G. The anomaly of Todd rlorinty (EPD-%), where teachers
earncd 294 percent above the median household, is prohably best explained
by the low par houschold LBT on the Ro:inuiliﬂian Raservation. Also,
Clda
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teachers on the Reservation earn an average salary similar to teachers
in Pennington Couuty. Except for Todd County, teachers' salaries '
ranged from 90 rercent (Custer County) to 137 percent (Roberts County)
of the median &BI associated with the least wealthy counties.

The Mitcheli Independent School District has the highest average
teaching salary in 1972-73 at $9,326., The lowest average teaching
salary among the Independent School Districts was determined to be
$5,364 at Canova. The average salaries in Common School Districts run
significantly below the average salaries in Independent School Districts.

The 20th Annual salary study prepared by the South Dakota Education
Association revealed that of the 111 high school districts reporting
salary schedules for 1972-73, nine districts had minimum salaries of
$6,000 for B.A. training and one district reported $6,900 minimum salary
for B.A. training. The median was determined to be $6,300. The
highest B.A. degree salary, ¢iven training and experience, was reported
to be $10,362 while the highest M.A. salary, given training and experience,
was reported to be $13,860 (also the highest reported salary representing
12 years credited experience). Also, fringe benefits were reported to
rande from nore to all of the hospital/medical insurance plus life
insurance and contributions to income protection plans.

Teacher Profile

The average teaching experience in wealthier school districts is
higher than in the least wealthy districts; except for the Common Sc..ool
Districts where experience is higher, salaries are lower and pupil=-
teacher ratios are lower. The wealthier districts have a median average
teacher experience of 11.9 years while the less wealthy districts have
a median average teacher experience of 9.2 years. The median average
teaching experience of South Dakota independent school districts is
about -he National Average of 11 years and most of South Dakoti's teachers
have earned their experience in the state.

Teachers in the wealthier independent school districts are older than
their counterparts in less wealthy districts. The average age of South
Dakota teachers is 38.9Y years which is 3.7 years older than the average
working adult in the state.

The average adjusted teaching salary in South Dakota is 14.3 percent
less than the median housshold.

Sixty-five percent of south Dakota's teachcrs are women (mostly
elementary school) and 35 percent of the teachers are men (mostly secon-
dary school).
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FOOTNOTES

lSee Richard ‘A. Rossmiller, et. al., Fiscal Capacity and Bducational
Finance, (Madison, Wis.: National Educational Finance Project Special
study #10, 1970). '

Z5ee He M. Levin, "A Cost-Effective Analysis of Teacher Selection,"
Economics of Education, D. Rogers and il, Richlin, eds. (N.Y.: The Free
Press, 1971) p. 134 ff.

3T. J. Sergiovanni and R. J. Starrat, SZmerging Patterns in Supervision:
Human Perspective (N.Y.: McGraw-Hill, 1971),

4;—:tatus of the American Publi. school Teacher, 1970-71, (Washington,
b.C.: Research Division-National i:ducation Association, 1972-73) p. 15,

5John F. Due, "Alternative Tax Sources for Education," in R. L.
Johns, et. al., (eds.), Economic Factors Affecting the Financing of Edu-
cation, (Gainesville, Fla.: National Educational Finance Project, 1970)
Chapter 10.




Ccusl INDICES FOR EDUCATIONAL PROGRAMS
IN SOUTH DAKOTA*

The idea that public schools should provide equal educational
opportunity for all children has been a part of American educational
thought since the writings of Thomas Jefferson. In recent years, B
liowever, there has been growing recognition that equality of educa-
tional opportunity in the United States is more myth than reality.
Recent court cases have served to focus attention on the inequities
which exist in many state school finance programs. Increasingly,

the question "What constitutes equality of educational opportunity?"
has been raised.

Some nersons associate equality of educational opportunity with
equality of spending. They argue that cnly when an equal number of
dollars are spent for each child's education will equality of educa-
tional opportunity exist. Others who have examined this gquestion
maintain that equality of opportunity should be defined in terms of
equal access to educational programs. They argue that the concept of
equality of educational opportunity requires that sach child have
free access to an educational program best suited to his or her unique
needs and abilities. They point out that, since educational programs
should vary according to the needs of children, not all programs will
be equally costly and that spending an equal number of dollars for
each c¢child's education is no guarantee of equal educational opportunity.

We adree with the latter position, ‘i.e., that equality of educa=-
tional opportunity requires that we afford each child free and equal
access to an educational program designed to meet his unique needs.

We note that some districts consistently spend substantially more
money than other districts to educate the same number of pupils.
Furthermore, the development of specialized educational programs to
meet the needs of particular types of pupils calls attention to the
fact that some pupils require relatively costly educational programs.
Despite the obvious differences in expenditure per pupil in various
types of educational programs, only recently have studies been made to
identify the magnitude and nature of the cost of various educational
programs tailored to meet the needs of specific types of pupils. The
pioneering research conducted by the National Educational Finance Pro-
ject has focused attention upon the cost variations which exist in
educational programs offered by school districts.

One important reason for the lack of data concerning the relative
cost of various educational programs is the limited amount of data
provided by most school accounting systems. School accounting is gen--
exally done on a district-wide basis rather than on a school=by=school

*A study performed by Richard A. Rossmiller and Thomas H. Moran,
bepartment of Educational Adminiiz;i!twn, University of Wisconsin=Madison,
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basis and the problem is turtner complicated by the fact that very
few school districts maintain fiscal or personnel records on an
educational program basis. Consequently, it is extremely difficult
to obtain data concerning expenditures for each of the programs pro-
vided by a school district. Unless more detailed expenditure and
staffing information are cvollectaed systematically on a program-by-
vrogram basis, it will be difficult to provide adequate funding for
special educational programs which will mect the varyiny needs of
pupils who attend the pubiic schools.

‘'he primary purpose of this research was to gather and summarize
information concerning the relative cost of educational programs de-
signed for handicapped pupils in the public schools of South Dakota.
Information concerning the distribution of -pupils in various special
educational programs for the handicapped, the relative availability
of special educational programs for handicapped pupils, and the dis-

tribution of pupils in the regular educational programs also was
sought.

Design of the Study

This study was initiated in January, 1973, Through correspondence
with members of the staff of the South Dakota State Departnent of
kducation and a meeting with members of the staff, it was possible to
identity the data which would be needed to develop program cost indices
and to determine the relative availability of these data. Because of
the limitations imposed by time and resources and the relatively
small number of programs for the handicapped, it was impossible to
obtain data for all school districts in the state. Consequently,
with the assistance of the staff of the State Department of Education,
a representative sample of South Dakota school districts which provide
a number of special educaticnal programs for handicapped children was
identified. The following school districts were included:

1. Aberdeen 8, Rapid City
2. Beresford 9, Sio.« Falls
3., Brookings 10, Todd County
4, Doudlas 11. Vermillion
5. Huron 12, Watertown
0. Mitchell 13, Yankton

7. Pierre

These districts are among the largest school districts in the state.

it was noted, however, that only the larger districts provided programs
for several categories of handicapped children. The smaller districts
tended to have programs for only one or two categories of handicapped
children (or in some cases, no prodrams at all).

Data were ohtained for the 1371-72 school yvear, the most recent
year for which cvomplete expenditure and staffing data were available.
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These data were obtained from official school district reports on

file in the State bLepartment of Education and from publications of
the State Education Department. Members of the staff of the State
Department of Education provided invaluable assistance in locating

the data. Among the major items of information obtained for each
school district were:

. Full-tirge eoquivalent students enrolled in each school dis-
trict in the regular educational program and in special
educational programs for trainable mentally retarded pupils,
educable mentally retarded pupils, physically handicapped
pupils, emotionally disturbed pupils, and pupils with learn-
ing disabilities;

2. the number of teachers and other instructional staff members
in each program category; and

3. the distribution of current operating expenditures for each
district by praogram category.

Since current operating expense data were not available by category
or subcategory of program it was necessary to devise methods for allo-
cating current operating expenses to program levels. One allocation
distributed total current operating expenses to the elemeatary (K=-8)
and secondary (9-12) levels by computing the ratio of elementary to
secondary teaching and non-teaching academic staff, which was then
used to allocate instructional costs. It was necessary to assume that
all other categories of expenditure--including district administration,
attendance and health services, transportation, operation of plant,
maintenance of plant, fixed charges and food services--applied equally
to each student regardless of level. This allocation resulted in an
estimate of the cost per full-time equivalent student at both the
elementary and secondary levzls in each school district. A similar
procedure was utilized to distribute the current operating expenses for
special education to each of the handicapped programs at the elementary
and secondary levels,

Several cautions should be noted with regard to the method of
allocation used in arriving at the cost differentials and cost indices.
In the first placs, the method of allocation that was used relies on
the number of academic staff members rather than the current expenses
for academic staff. Furthermore, the expenses involved in the allo-
cation process included expenses not directly associated with salariege--
for example, textbooks, library books, teaching supplies, contractual
services and other expenses--expenses which obviously are distributed
somewhat arbitrarily by using number of staff members as the basis
for alleocation. The method used assumed that all members of the teaching
staff, whether in regular or special education programs, receive the
same salary and thus is likely to understate the cost differentials
slightly. sSecondly, the allocation process assumed that many of the
expenses--for example, those for food service, maintenance of plant,
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etc.--apply equally to students in both reqgular and special programs.
In the absence of more detailed accounting records, no alternative
assumption would seem to be justified but it should be noted that this
assumption probably also serves to understate the cost differentials.
Finally, the allocation process resulted in an estimate of the cost
per student by category and subcategory of program, and a tenuous one
at that, and does not reprusent an accurate accounting of the actual
cost per student based on detailed program-by-program accounting rec-
ords. With the development of more detailed accounting systems a

more accurate description of cost differentials should become possible.

Table 1 provides a summary of the various special programs for
the handicapped provided by the 13 South Dakota school districts
included in the sample. It should be emphasized that no assessment
was made of the relative quality of the various programs. No data
were available which would enable such judgments to be made. One
should not assume that program guality is equal in each uf the districts
and a range in expenditure per pupil in these programs is to be ex-
pected. To minimize the possibility that unjustified comparisons
among districts would be made, the districts were coded so that they
could not easily be recognized.

At the elementary school level, special educational programs for
educable mentally retarded pupils were by far the most numerous with
all 13 districts reporting such programs. Only four of the 13 districts
provided special educational programs for trainable mentally retarded
pupils. Three districts provided special programs for emotionally.
disturbed pupils; and two districts provided special programs for
physically handicapped pupils.

At the secondary school level, fout of the 13 districts provided
special programs for educable mentally retarded pupils and one
district provided a special program for trainable mentally retarded
pupils. Two districts reported programs for emotionally disturbed
secondary school pupils and one district provided a special program
for physically handicapped pupils. No programs for pupils with learn-
ing disabilities were reported at the secondary school level.
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TABLE 1. summary of Reqular and Special Lducatxonal Programs in 13 South
Dakota School Districts

'lementary -8 A B C D E F GH I J K L M Total
special Educational Programs
bducable Mentally Retarded x| x| %} x| %] x} %} k| x| x!xix{x] 13
Trainable Mentally Retarded %l % x X 4.
tmotionally Disturbed X % x 3
Learning Disabilities XX 2
thysically Handicapped P _2

Secondary 9-12
special kEducationai Programs

Educable Mentally Retarded x] x] % X 4

Trainable Mentally Retarded X 1

Fmotionally Disturtad X X 2

Learning Disabilities 0

Fhysically Handicapped X 1

Regular Program x] x| x| x| »] x| x| x| x] x| %)% {x} 13
Al gl cl Dl EVTFPIGIHITI JIKIL |M| Total

Regular Educational Programs

Takle 2 provides a breakdown of the cost per full-time equivalent
pupil in regular educational programs at the elementary and secondary
levels in 13 South Dakota school districts. The ratio of cost per
secondary pupil to cost per elementary pupil alsc is shown. The average
expenditure per full-time equivalent elementary pupil was $697 and the
average expenditure per full-time equivalent secondary pupil was $781.
Thus, on the average, secondary school programs were 13 percent more
costly than elementary school programs in these districts.

District B had the highest expenditure per pupil at both the
elementary and secondary level with expenditures of $1,059 per pupil
and $1,163 per pupil, respectively. District I had the lowest expen-
diture per full-time elementary pupil--$566. The lowest expenditure
per full-time equivalent secondary pupil was $603 in District E. The
highest cost ratio between secondary and elementary programs was in
District I (1.33) and the lowest cost ratio was in District A (0.88),
District A spent .2 percent less on each secondary school pupil than
it spent on each elementary school pupil.
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TABLE 2. Cost Per Full-time Equivalent Pupil for Regular Educational
Programs in 13 sSouth Dakota School Districts

District Elementary Secondary Secondary/t:lementary
A $ 874 $ 767 0.88
B 1,059 1,163 1.10
C 623 671 1.08
9] 657 729 1,11
E 629 603 0.96
F 659 , 676 1.03
G 765 925 1.21
H 650 1,061 1.63
I 566 754 1.33
J 655 743 1.13
K 658 675 1.03
L 647 680 © 1,05
M 624 711 1.14
High B B I
Low I E A
Mean 697 781 1.13

Enrollment in Regular and Special Educational. Programs

Most authorities agree that between 10 and 12 percent of the pupils
in public schools have physical, mental, or emotional handicaps which
are sufficiently severe for them to benefit from participation in some
type of special educational program. Table 3 shows the percentage
distribution of full-time eaguivalent elementary and secondary pupils
in regular and special educational programs in the South Dakota school
districts included in this.study. The 13 school districts enrolled
65,605 pupils in grades K through 12, witih 45,080 pupils enrolled in
elementary schools and 20,525 pupils enrolled in secondary schools,
only 750 pupils (1.66 percent) were enrolled in special educational

" programs at the elementary school level. Most of these pupils-~1.26
percent--were enrolled in programs for the educable mentally retarded
and another 0,18 percent were enrolled in programs for the trainable
mentally retarded.

At the secondary school level, only 156 pupils (0.76 percent) were
enrolled in special educat*f?gkjrrograms. Again, the majority were in
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programs for educable muntally retarded pupils and trainable mentally
retarded pupils,

Because the number of pupils served in special educational programs
for the handicapped in these districts is so small when compared with
national estimates, one must conclude that many pupils who could benefit
from such programs are not currently being served., This conclusion is
further buttressed by data contained in the publication, Education:

South Dakota published by the Bureau of Field Studies and Surveys of the
University of Missesota in 1969. Table 4 is reproduced from the above
report and iadicates that only 16 percent of the handicapped children

in sSouth pakota were being served in special educational programs during
the 1968-69 school year. It seems clear from the data presented in
Tables 3 and 4 that South Dakota has a large number of handicapped
children who are not currently being provided access to special educa-
tional programs tailored to fit their needs.

TABLE 3. Percentage Distribution of Full-time Equivalent Elementary and
Secondary Pupils by Educational Program in 13 South Dakota
School Districts

Elementary Secondary
Number Percent Number PpPercent

Regular Program 44,330 98.34 20,369 99,24
special Educational Programs 750 1.66 156 0.76
Educable Mentally Retarded 569 1.26 117 0.57
Trainable Mentally Retarded 8l 0.18 12 0.05
Emotionally pisturbed 44 0.10 24 0.12
Learning Disabilities 41 0.09 0 0.00
Physically Handicapped 15 0.03 3 0.02
Total ' 45,080 100.00 20,525 100.00

Special Education Programs for the Handicapped
in Elementary schools

Each of the districts included in the sample provided one or more
special education programs for the handicapped at the elementary school
level. Table 5 provides an overview of the average cost of all special
education programs at the elementary school level. The most costly
programs were provided in District A where the cost per pupil was $2,568,
In contrast, the lowest cost programs were in District I with a cost
per pupil of $937. The highest cost inde< was found in District F
where the average cost of special education programs was 3.54 times
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TABLE 4. Rate of Fducational servi:e for Landlcapped Children in South
bDakota During the 1968-09 School vear

Lstimated Incidence Tclal Served
Type of Handicap sumber**  Porvent***  yumber#  Percent
Educable Mentally Retarded 3,340 2,0 9184 29,0
Trainable Mentally Retarded 501 0.3 153 33.0
Emotionally Disturbed/socially
Malad-justed 3,340 2.0 25 7.0
Special Lea»ning Disabilities 5,010 3,0 0 0.0
Speech Impaired 5,845 3.5 2,100 36,0
Physically Handicapped finclud-
ing Multiply Handicapped) 3,340 2,0 240 7.0
Visually Impaired .. 150 0.1 50 33.0
Hearing Impaired 1,002 0.6 124 12.0
Total 22,528 14,5 3,689 16,0

e

*Education: South Dakota, Bureau of Field sStudies and Surveys, College
of Education, University of Minnesota, 1969,

**Based on a September, 1968, K through 12 enrollment figure of 167, 381
(167,000 was used t estimate number of pupils). -

**40.S. O0ffice of kducation projections, repgorted in L. M. Dunn, Exceptional
Children in the schools (New York: tHolt, Rinehart, and Winston, 1963).

#Numbers include the approximate number of children gerved in state-
supported programs through supplemental tutoring as well as those enrolled
at the state residential schools for the blind, deaf and orthopedically
hanc.icapped.

greatur than the cost of the regrlar wducation program. 1. District J,
on the other hand, the avurage cost of the special education programs
were only 1.43 times as costly as the reqular education program.

"he average cost of all special educaticn programs for tue total
sarg ¢ of 13 districts was $1,777 per pupi® and the average cost of all
regular programs was $697 per pupil. Thes.: two figures yield a cost index
of 2.55, indicating that the avarage <ost of all elementary school
special education programs was 2.55 times greatar than the cost of the
average regular gducation program in the elementary schools in these
13 districts.
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TABLE 5. Average Cost Per Full-time Equivalent Pupil in All Elementary
special Education Programs

special Program Regular Program Cost Cost
_ Cost Cost Differential Index
District Per Pupil Per Pupil (1-2) {(1/2)

A $2,568 $ 874 51,694 2.94

B 1,520 1,059 - 4¢el 1.44

C 1,509 623 886 2.42

D 1,699 657 1,042 2.59

|3 1,466 629 837 2.33

F 2,333 659 1,674 3.54

‘G 2,363 765 1,598 3.09

H 1,880 650 *,230 2.89

I .37 566 271 1.66

J 939 655 . 284 1.43

K 1,835 658 1,177 2,79

L 1,942 647 1,295 3.00

M 2,112 624 1,488 3,38

High A B F
Low I I J

Mean 1,777 697 1,080 2,55
— — _— — — e — . _

Programs for Educable Mentally Retarded Pupils

All 13 of the districts included in the sample provided special
elementary school programs for educable mentally retarded pupils8. The
cost per pupil for each of these programs and the cost index relative
to the cost of the regular program are shown in Table 6. District A,
the highest spending district, spent $2,368 per pupil in its proyram for
the educabvie mentally rntarded compared to $874 per pupil in its regular
program., The lowest spending district, District I, spent only $693 per
pupil in its progyram for educable mentally retarded pupils compared with
$§566 per pupil in its rmgular program. The special program for educable
mentally retarded pupils in Distric% A obviously must be substantially
different than the program provided in District I. oOur data did not
permit an analysis of the specific factors which contributed to the
cost of each program. One must assume, however, that the program in
District A is of a different nature than the prodram in District 1.

The average tost per pupil ir programs for the educable mentally
retarded was 51,691 compared with an average regular program cost of

Fey
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$697 per pupil. The average cost index was 2.43. That is, on the average,
districts were spending 2.43 times as much per pupil in special programs
for the educable mentally retarded as they were per pupil in the regular
programs. ‘The highest cost index (3.38) was found in District M and the
lowest cost index (1.22) was found in District I.

TABLE b, Cost Per Full-time Equivalent Pupil in Elementary Special Ldu-
cation Programs for the Lducable Mentally Retarded '

Special Program Regular Program ~ Cost Cost
Cost Cost Differential Index
District Per Pupil Per Pupil (1-2) (1/2)
A $2,568 $ 874 $1,694 2.94
B 1,520 1,059 46l 1.44
C 1,510 623 887 2.42
D 1,499 657 842 2.28
E 1,244 629 615 1.98
F 2,162 : 659 1,503 3.28
G 2,363 765 1,598 3.09
H 1,528 650 878 2.35
I 693 566 127 1.22
J 1,009 655 354 1.54
K 1,837 658 1,179 2,79
L 1,942 647 1,295 " 3.00
M 2,112 624 1,488 3.38
High A B M
Low I I I
Mean 1,691 697 904 2.43

brograms for Trainable Mentally Handicapped Pupils

Four of the 13 districts provided special elementary schuol programs
for trainab.e mentally retarded pupils. Jable 7 provides information on
the cost of these programs. The highest cost program was in Disevict H,
which was spending $2,44% per pupil compared with 5650 per pupil in its
regular program. The lowest cost program was in District K where spend-
ing in the special program was at the rate of 51,006 per pupil compared
with $658 per pupil in the regular program. The highest and lowest
cost indices were also in District H and ¥ with 3.76 and 1.53, respec~
tivaly. As was true of programs for the educable mentally retarded, it
seems clear that the programs pro%idrridqin Districts D and il are of a
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substantially different nature than the programs provided in District
K. The question of whether or not the guality of these programs is

substantially different cannot be answered from the data available in
this study.

The average cost of programs for trainable mentally retarded pupils
in these four districts was $1,890 per pupil. The average cost of the
regular program in these districts was $648 per pupil. The cost dif-
ferential, $1,242, yielded a cost index of 2.92. That is, the averagde
program for trainable mentally retarded pupils was 2,92 times as costly
as the average program for regular pupils.

TABLE 7. Cost Per Full-time Equivalant Pupil in Elementary Special Edu-
cation Programs for the Trainable Mentally Retarded

- — — — — ——
Special Program Regular Program Cost Cost

Cost Cost Differential Index

Digtrict Per Pupil Per Pupil (1-2) (1/2)
D 52,401 $657 $1,744 3.65
E 1,708 629 1,079 2.72
H 2,445 650 1,795 3.76
K 1,006 658 348 1.53
Mean 1,890 642 1,242 2,92

Programs for Emotionally Disturbed Pupils

Three districts provided special educational programs for emotionally
disturbed pupils in their elementary schools. Data concerning the cost of
these programs are presented in Table 8., Expenditure per pupil in the
program variad from a low of $1,041 per pupil in District I to a high of
$2,713 per pupil in District K. The lowest cost index was 1.84 in
District I; the highest cost index was 4.12 in Digtrict K.

The average expenditure per pupil in these programs was $2,078
compared with an average expenditure per pupil in the regular program
of $618, The average cost index was 3.36, i.,e,, on the average, programs
for emotionally disturbed pupils were 3,36 times more.costly thea programs
for regular pupils.

Again, the wide difference in expenditure per pupil between the
highest and lowest cost programs should be noted. It is obvious that
there must be substantial diflerences between these programs but tha data
did not permit identification of the spscific factors which contributed
most to the special program cost.
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TABLE ¥,

vust l'er Full-time byuivalent Pupil in klementary Special
bducation programs for the Emotionaily Disturbed

special Proyram Regular program Cost ~ Cost
‘ ‘ Cost Cost bifferential Index
bistrict ber Pupil ber Pupil (1-2) a2
5 52,480 $629 $1,851 3.94

I 1,041 566 475 1.84

K 2,713 658 2,055 4.12
Mean 2,078 6l8 1,460 3.36

'

Proyrams for Pupils with Learning Disabilities

As shown in Table 9, only two districts provided elementary school
programs for pupils with learning disabilities. Tn District .J, the cost
per pupil in the special proyram was $584 compared with a cost per pupil
of $655 in the regular program. Thus, District J was actually spending
less per pupil in the special program than it was spending per pupil in
the regular program.

The cost of the special program for pupils with learning disabilities
in District ¥, on the other hand, was $2,653 per pupil compared with an
expenditure of £658 per pupil in the district's regular program. The
cost index for this program was 4.03, compared with a cost index of 0.89
in Distriet J.

Although an average program cost is shown in Table 9, the average
cost in this ‘nstance has little meaning since the programs provided by
the two districts are obviously disgimilar. It is likely that the pro-
gram in District J provides some special part-time instructional assis-
tance for pupils with mild learning disabilities, while the program in
District K pirobably involves children who have severe learning disabilities
and who need close personal assistance on a one-to-one basis. This
situation highlights the need for much more specific information concerning
the nature of the pupils in the program, the objectives of the program,
and the configuration of resouvces being utilized in the program before
judgments can be made concerning the applicability of an average cost
index. It also illustrates the great amount of variability in educa-
tional pregrams designed for pupils whose learning disabilities may
vary from mild to severe.

Proyrams for Physically Handicapped Pupils

Tahle 10 provides data concerning the cost of special elementary
school programs for physically handicapped pupils. only two districts
| o
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TABLE 9. Cost Per Full-time Equivalent Pupil in Elementary Special
Education Programs for Pupils with Learning Disabilities
) Special Program Regular Program Cost Cost
Cost Cost Differential Index
District Per Pupil ___ Per Pupil _ (1-2) (/2
J $ 584 $655 $ (71 0.89
K 2,653 658 1,995 4.03
Mean 1,618 . 656 962 2.47

provided such programs and the cost of the two programs again varied
widely. District J spent $1,364 per pupil in its program for the
physically handicapped compared with an expenditure of $655 per pupil
in its regular program. The resulting cost index was 2.08.

District F spent $3,811 per pupil in its program for the physically
handicapped compared with an expenditure of $659 per pupil in the regular
program. The associated cost index was 5.78.

These two programs must be quite dissimilar, since the difference
in spending was over $2,400 per pupil. wWith this large a difference in
program cost, the average program cost shown in Table 10 has little
meaning. As noted above, much more information is needed concerning
the specific nature of the program, the specific handicaps of pupils
involved in the program, and the configuration of resources being applied
in the program before judgments concerning an appropriate average cost
index can be reached.

TABLE 10. Cost Per Full-time Eguivalent Pupil in Elementary Special
Education Programs tor the Physically Handicapped

sSpecial Program Regular Program Cost Cost
Cost Cost Differential Index
District Per Pupil Per pPupil {1-2) (1/2)
F $3,811 $659 $3,152 5.78
J 1,364 655 709 2.08
Mean 2,587 657 1,930 3.94
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special brducation !'rograms for the
Handicapped in Secondary Schools

Five of the 13 districts included in the sample provided one or more
special education progyrams tor handicapped pupils at the secondary school
level., Table 1l summarizes the average cost of all secondary special
education programs in each of the five districts. District K.had the
highest average cost with an expenditure of $3,248 per pupil in sgpecial
programs compared with an expenditure of $675 per pupil in its regular
program. The lowest cost special programs were in District F with an
average cost per pupil of $1,029 compared with an average cost per
pupil of $676 in the reqular program. ‘The associated cost indices in
District K and District I* were 4.81 and 1.52, respectively.

The average expenditure per pupil in all special programs in the
five districts was $1,746. This compares with an average regular program
cost of $724 per pupil. The average cost index for all special programs
was 2.41. that is, the averaye cost per secondary school pupil in all
special programs in these five districts was 2.41 times greater than the
average cost per pupil in the reqgular educational program,

TABLE 11, Average Cost Per Full-time Equivalent Pupil in All Secondary
: School special Education Programs for the Handicapped in Five
South Dakota school Districts

Special Proyram Regular Proygram Cost Cost
Cost Cost Differential Tndex
bisirict Per Pupil Per Pupil (1-2) (1/2)
E $1,581 ~ $603 $ 978 2,62
F o, 1,029 676 353 1.52
G 1,584 925 ' 659 1.71
J 1,291 743 548 1.74
i 3,248 67% 2,573 4.81
High K ' G K
Low F B F
Mean 1,746 724 1,022 2.41

rrograms for Educable Mentally Retarded Pupils

Four of the 13 districts included in the sample provided special
educational programs for educable mentally retarded pupils at the
secondary schuol level., As ShoW?_{;;Ihble 12, the highest cost program,
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$1,584 per pupil, was in District G and the lowest cost program, $856
per pupil, was in District F. Cost indices varied from a high of 2.25
in District E to a low of 1.27 in District F.

The average cost for all four programs was $1,271 per pupil compared
with an average cost per pupil in the regular program of $737, The
average cost ratio for all four programs was 1.72, indicating that the
average expenditure per pupil in programs for educable mentally retarded
secondary school pupils was 1,72 times greater than the average expen- .
diture per pupil in the regular secondary school program.

TABLE 12. Cost Per Full-time Equivalent Pupil in Secondary Special
Education Programs for the Educable Mentally Retarded

special Program Regular Program Cost Cost

Cost Cost Differential Index

District Per Pupil Per Pupil (1-2) (1/2)
E $1,354 $603 $751 2.25

F 856 676 180 1.27

G 1,584 925 659 1.71

J 1,291 743 : 548 1.74
Mean 1,271 737 534 1.72

Programs for Trainable Mentally Retarded Pupils

Only one district, District F, provided a special secondary school
program for trainable mentally retarded pupils. The cost per pupil in
this program was $1,144 compared to a cost per pupil in the regular
program of $676. The resulting cost index was 1.69. The fact that only
one of the 13 districts provided a special secondary school program for
trainable mentally retarded pupils indicates that South Dakota is not
providing adequately for the needs of such pupils. Since these 13
districts included the largest districts in the state, one would expect
to find more than one district providing such a program if the needs of
such pupils were being met adequately.

Programs for Emotionally Disturbed Pupils

Two of the 13 districts provided special secondary school programs
for emotionally disturbed pupils. Data concernind the cost of these
programs are shown in Table 13. The cost per pupil in District E was
$3,036 while the cost per pupil in District K was $2,030. These figures
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vompare with 603 per puril and 307% per pupil, respectively, in the
regular prodrams ot these listricts. the cost index in District E was
0023 and the cost index in drstrict £ was 3,01, The average cost per
pdtil o thelr regular srograns was .o, TPhe cost index for the
average cost of the two vrograms was 3,49u, ‘

PABLE 13, Cost Per Full-time bEguivalent vrupil in <ccondary Special
kducation Programs for Emotionally Disturbed rupils

Special Program Ré&ﬁizif?EEbram Cost Cost
Cost ('ost Differential Index

Listrict Per Pupil Per Pupil (1-2) (1/2)
b $3,036 $603 $2,433 5.03

K 2,030 075 1,355 3.01
Mean 2,533 639 1,394 3,96

Programs for Physically Handicapped Pupils'

'nly one district, District K, provided a proyram for sccondary
school puplls who were physically handicapped. This was a Very costly
program with a cost per pupil of 58,121 compared to a cost per pupil
in the regular proyram of 5675. This produced 1 cost index of 12,04,
Reference to Table 3 indicates that only three pupils were served in
this program and thus, on a per pupil basis, it can be expected to be
very <ostly.

Comparison of 3south Dakota Cost Tndices
with Cost Indices from ©ther Studies

{n view of the limited nuruwer of school districts ‘involved in the
SJouth Dakota sample, and the limited number of special educational pro-
grams for handicapped <hildren provided by these 13 districts, it may
Le helpful to compare the cost indices obtalned in this study with cost
indi :es o tained in similar studies in other states. Tt must be cautioned,
tiowever, that cost indices are not perfectly comparable from state to
state,  Requirements for classification in the various gpecial program
catoygories vary from one state to another, as do requirements for teacher
certitization, teacher/pupil ratios and similar factors which are likely
to influence the cost of 4 givan program,  These comparative data should,
however, prove helptul to wducators and lwritslators as they examine
Jouth Lakota's current provisions tor financing progrims for handicapped
«hlldren, -» r-»(‘
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The first column in Table 14 (headed NEFP), lists the cost indices
obtained in the research conducted for the National Educational Finance
Project. These indices were computed on the base cost of the regular
educational program in grades 1 through 12 and make no differentiation
betweon elementary and secondary school programs. The indices for
Kentucky and Delaware were obtained from studies conducted in each of
those states using essentially the same techniques and procedures as
were used in the South Dakota study. The sample used in the Kentucky
study included 28 school districts while the Delaware study included all
school districts in Delaware. The indices reported for Indiana are
hased on data obtained from 1l schools in three Indiana school districts.
The data reported for Texas were obtained from a study conducted for
Texas by the staff of the National Educational Finance Project. The
study did not deal with each program in detail; hence data are reported
only for all elementary and all secondary school programs with the
exception of the program for speech handicapped.

1t will be noted that the cost index for elementary school programs
for the handicapped in South Dakota is the highest of those reported.
The same is true of the secondary school cost index for South Dakota.
The cost indices for individual programs also tend to be among the
highest reported in any of the stulinss to date. The data which were
available did not enable us to identity the cost factors which produced
the relatively high cost index for special education programs in South
Dakota. It must be recognized that, with the exception of programs for
educable mentally retarded pupils, relatively few special education
programs were found in the 13 South Dakota districts included in this
study. In some cases only a handful of pupils were enrolled in such
programs and this may help account for their relatively high cost per
pupil. Also, these South Dakota districts seem to have only “scratched
the surface" in meeting the educational needs of handicapped children
and it is likely that the unit cost of the programs will decrease as
more experience is gained and as more pupils are enrolled.

The small size of the sample and the limited number of special educa-
tional programs provided by the districts included in the sample make any
generalizations hazardous. From the data presented, however, we tenta-
tively conclude that South Dakota has done relatively little to provide
spaecial educational programs for handicapped pupils other than those
who are classified as educable mentally retarded. In school districts
which do provide special educational programs for the handicapped, the
cost of the proyram tends to be relatively high, at least when compared
with similar data from other states. We urge that educators and
legislators in South Dakota give greater attention to the special edu-
cational needs of handicapped children and encourage the development
of programs which will meet these needs. This will require action at
the state level.
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SCHOUL DISTRICT REURGANIZATION®*

in the last four decades the number of school districts has de-
creased from 127,531 to 1¢,920. This striking reduction did not just
happen. The significant reasons for such reorganization of school
districts tended to focus on the following:

1. A sufficiently large enrollment base so that broader programs
might be realized to better satisfy pupil needs.

2. Larger administrative units would broaden the tax base so that
the extreme disparities might be minimized; it would also better accom-
modate shifts in population and wealth.

3. Professional as well as non-instructional personnel could be
utilized more efficiently and effectively.

All that has peen said and written regarding school district re-
organization tends inevitably to focus on the need to provide educa-
tional henefits, economic benefits, and efficiency of operation. A
number of conditions prompted citizens and eventually legislators to
respond to these three concerns. Such factors as improved roads and
communication tended to develop greater cohesiveness in states like
South Dakota where sparsity contributed to isolation; the fact that a
considerable number of young people were leaving the state prompted
some hard questions about educational as well as vocational opportunities;
in states where the principal source of income and opportunity was
related to agriculture it became evident that consolidation of land
areas, made possible through mechanization and technological developments,
resulted in the need for less manpower yet better preparation for those
who were engaged in agriculture. It has become obvious that sheer
manpower will not suffice. Rather, it calls for a level of educational
opportunity and intensity heretofore unnecessary.

As the percentage of post-secondary entrants increased it prompted
many to equate the public school programs with successful entrance and
completion of post-secondary school opportunities, Naedless to say,
many were found wanting.

Many citizens, although not sophisticated in the intricacies of
financing schools, became aware of extreme disparities within and
among districts in the ability and effort to support schools; many
argued that the inequity of "tax islands" which were permitted to be
sustained was not defensible; there was a growing recognition of state
responsibility in financing of schools: and some of the myths surround-
ing the concept of local control as a viable argument in resisting
district organization were beginning to lose their credibility. These

*A study performed by Dean F. Berkley, Department of Educational

Administration, Indiana University. jL(}23
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were illustrative of the many factors prompting states to respond
through legislative action. Iypically, legislative bodies did so
in three ways:

1. Marlated reovsjanization v statute,

2. Required counties cof qgeographical units to study needs,
suggest plans and permit voter approval or disapproval.

3. Encouraged reorganization,but lett subsequent action on a
permissive basis to the districts involved,

In a few cases mandated action has been taken. Where reorganization
has been left on a permissive basis, not much has transpired - unless,
of course, there were external incentives applied., [n most cases, and
particularly true in the plains states, certain criteria have been
established and a plan of actioun reduired with resolution of same left
up to the citizens through the means of referendum.

Criteria for reorganization have typically wncluded the following:

l. A minimum enrollment in the district which can respond to
pupil needs and adequacy of programming. Various studies have sugdgested
minimum enrollments ranging from 1,200 to 20,000 pupils. In recent
years the suggested minimum enrollment has repeatedly been 10,000
pupils. In the 1950's Conant suggected a minimum of 1,500 pupils and,
although such a suggestion was unacceptable to many at the time, it is
now evident that a district of 1,500 - 2,000 punils has considerable
diffizulty responding to current or projected program needs of students.
In fact, small schools may actually deter the attainment of equitable
educational opportunitiss. OJbviocusly, states with sparsity of ponu-
latinsn, yeographical barriers, or inadequate road conditions may not be
able to meet suzh minimum enrollments and will necessarily have to look
for alternatives to make possible what sheer numbers are unable to
vrovide, ‘“eocdless to zay, this syiterion should be viewed in terms of
the necessary pupll pepilation for protram needs and not in terms of a
criterion to meet a specific minimum number.

2, A sufficient tax base and/or yeographic area tn support the
schouls.  This standard will vary considerably amonyg ard within states,
Lt some standard must e applied to assure the ability to support
s:hools and to minimize inequikies among districts,

d. Tiv: adninistrative unit should include grades «-12 and be
administered by a single board. Tt is rarely defensible to permit the
cont:auance ot soparate slementary or aigh school districts. The
reasons for their existence toend o b based on highly localized argu-
ments which ignore educational needs.  “uch matters as curriculum
articalation, offeckive utilizatisn ot stabt, provisions for special
neods, program coordination and more officient use ot facilities and
funds “end to subutantially favor uan: fied Jastricts,  ©f all the criteria
altanced for effoctive school Egu;fts, thig is the one most universally
acuepted, N
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An Overview

Not unlike other plains states, South Dakota has historically
supported a large number of school districts. Likewise, several
factors have contributed to the reduction in the number of school
districts in recent years. For many years the common schools served
a useful function in rural America,but their decline has been dramatic
in recent years. Such factors as improved transportation, growing
importance of secondary education, decreasing population in rural
areas, and the felt need for broadened educational opportunities have
exerted influences resulting in decreasing the number of school districts.

With few exceptions, the school districts in South pDakota are of
two types. ‘lThey are the Independent District which provides a twelve-
year school program: and the Common District which provides less than
a twelve-year school program and typically a program for grades (K)1-8,

Certain conditions and special relationships exist which create
atypical districts. For instance, there are cases where a high school
district is superimposed over a number of common school districts;
provisions are made for contractual arrangements with local districts
and the Bureau of Indian Affairs; and contracting with districts in an
adjoining state- “o accommodate transfer pupils at the elementary and/or
high school levels.*

Table 1 reveals the dramatic decrease in the number of school
districts in recenti years. From 1931, at which time there was an all
time high of 3,449 districts, until the early 1960's little decrease
was noted.

It became evident in 1951 and again in 1955 that the legislature
was beginning to take seriously the factors prompting reorganization
of school districts. The legislative action to create county boards
and to review plans for district organization in terms of minimum
standards precipitated modest activity throughout the state. The 1967
legislature increased such activity with the passage of Senate Bill 130,
Its provisiouns were essentially twofold. First, that all land area
in the state be a part of an independent school district by July 1,1970,
Gecond, a state commission be created with the authority to reorganize
any land area not yet a part of an approved independent-district. The
effecti’e date of SB130 was delayed by legal action initiated by the
South Dakota Stock Growers Association,but the intentions were clear

*It should be noted that many tables in this study provide data based
on 177 of the 195 Independent Districts in South Dakota. In such cases
the following have bheen omitted due to the atypical nature of the district:
Bennett County High School, Big Stone City (5), Big Stone City (10), Browns
Valley, Doudglas, Lagle Butte, Elk !dountain, Greater Scott, liendricks,
Hermanson, iHoven High 3chool, loyt, Northwest, Smee, Stanley County High
5chool, sSully superimposed High Schooiﬁﬁ; County, and }Vachter.

L1




anu many wounties proceeded to develop proposals tor ruorganization of
scnoul districts. The electorate supported the passage of BL3U in
November 1Yu8 and a marked Jecrease in the number of dictricts has
transpired since that time.

TABLE 1. Number of school Listricts in South bakota, 1955-56 Through

1972-73
Year lndependent AN Hon- Total
wperating Jperating
Common
1255-56 270 3,209 * 3,295
1956-57 267 3,020 d 3,293
1957-58 261 £,978 * 3,239
1958-59 258 2,908 * 3,166
1959-60 255 1,821 944 3,070
1360-61 252 1,703 1,057 3,012
1961-062 250 1,610 1,121 2,981
1962-63 245 1,525 1,156 2,926
1963~64 244 1,439 ' 1,190 2,873
1964-65 240 1,362 1,006 2,608
1965-66 235 1,229 867 2,331
19606-67 225 1,024 695 2,014
1467-68 215 9472 610 1,797
1964 -69 216 331 156 1,203
1969-70 206 - 559 * 765
1970-71 201 oY 17 2L
127172 195 33 5 233
1972-73 195 32 4 231

SUURCE: Statistical services Rection, Fouth Dakota State Department
of bublic Instruction

* PFigures not availanle,

Tue 1973 legislature ruepealed much of the previous legislation and
sat fourth in one act (HP791) matterg relating to school district reor-
yanization. The essential features included the Folléowing:

1. Hlimination 3¢ the state conmission, and vesting the power to
cstablish standards tor and implementation of reorganization in the
Q state doard ot Educabion. P
ERIC g LY
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2. ‘The 1973 legislation alsc rasponded to the following minimum
standard- and commitments:

a. That districts should be reorganized in order to offer a
program of sufficient scope and quality to ac~wommoadate
the inequities in the abi. ¢ to finance same;

b. That all districts must meet current minimum accreditation
requirements;

¢. That all proposed districts must have sufficient assessed
valuation to enable the newly created district to rank
above the 15th percentile of all existing distriots in
terms of assessed valuation per resident child;

. That additional superimposed high school districts not
be permiitad;

t¢. That presently operating school districts be eliminated
only on the initiative of the resident voters.

f. That a plan be used in the creation of new districts in
response to a desire for consolidation or boundary changes
on the part of one or mogse districts.

Suome Factors to Consider

If there is credence in the objective of realizing educational and
economic benefits with resultant efficiencies, it suggests calling atten-
tion to several of the factors which relate to.the satisfaction of those
objectives.

In 1970 the State Board of Education instituted a program of
accreditation on a K-12 basis. Accreditation provides for three levels
as follows: Accredited Level 1 Exemplary; Accredited Level I, \ccred-
ited Level II. C(las .fication is based essentially on an annual
quantitative review of the educational program, staff, instructional mater-
ials, facilities and services. Details regarding each level of accrud=
itation are found in standards Bulletin 99, state Department of Public
Instruction, 1970. Assuming that the present system of accreditation
is the best information available regarding meaningful differentiations
between school systems, the relationships of these accreditation levels
to the following factors may provide some clues regarding how well school
districts are responding to the objectives cited above.

Accreditation Levels and Enrollment
The literature raepeatedly indicates a relationship between adequacy

«. program and number of pupils in attendance. oOne recent study of school
district organization which focused oﬁjﬂfg{)states, including south bakota,
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hadl this to say about size:l

The following assumptions concerning the factor of size are
aveepted For this Report as a basis for planning a state system of
school district organization:

l. size, in and of itself, is not necessarily important. Size
acquires relevance in relation to many related factors.

2. 3ize, in and of itself, will not provide quality education.
It must be related to the objectives upon which a state school system
organization is based.

3, size is an important factor to consider when a state under-
takes the task of organizing its school districts into units which will
make possible the attainment of the educational results the citizenry
expects in return for its investment in public education.

4., =ize becomes significant when related to the tasks for which
numbers are important to meaet educational objectives adequately,
efficiently and economically.

5. school districts can be both toc small and too big.

6. There is a significant relationship (as reported in related
research studies) between size and:

a. Per-pupil costs

b. Pupil achievement

¢. Program breadth and quasity

d., Teacher preparation and certification
"@. supporting educational services

f. Educational leadership

Table 2 tends to corroborate the fact that in 3outh nakota the
smaller the number of pupils the less chance of meeting the minimum
standards for the highest level of accreditation.

"he median size of the independent districts in south Dakota is
approximately 450 pupils. Less than 3 percent of the schuols helow
the median enrollment were classificd at the (1 level of occreditation.
therse woere 56 districts with Level Il accraditation and 53 of those

districts cnrolled less than 500 pupils, 2f the 29 districts with
enrollments of 1,000 or more none wers accredited at Lovel 11, 6 were

. at. Level I, and 23 at. lovel 1. tPerhaps coincidental, but an interasting
[: i(:« Jueometric relationship betwoeen acx;uditation level and enrollment is
B - pay

o o e SR e




O

ERIC

Aruitoxt provided by Eic:

j =

130 found i tiw data.  Jhe median enrollment for districts with Level
T a»-redztatxon was 2>J; for Lavel [ it was 500; and for Level IE it
was 1,390,

YABLL 2. Accreditation Levels of Independent Districts Grouped by 3ize
of Enrollment, 1171-72

tnrollment Districts Cistricts Districts Total
‘ Level 1E Level I revel It Districts
D - 249 1 5 32 38
250 - | 429 4 34 21 59
500 = 749 3 25 2 35
759 - 299 10 5 1 16
110‘30 - 11249 6 3 0 9
1,250 - 2,499 7 2 0 9
2,500 - 6,499 8 1 0 9
6,500 - 13,999 0 0 0 0
14,000 and above 2 2 0 2
TOTALS 46 75 56 177

Another indicator of quality at the high school level is membership
in the liorth Central Association. Table 3 reveals that for schools to
meet the minimum gualitative standards for North Central accreditation
in South Dakota the odds favor those schools with an enrollment of 300
or more. The median enrollment for the 193 public high schools (9~12)
was 150 pupils. 1In fact, 82.6 percent of the high schools enrolled 300
pupils or less. There were 67 public high schools accredited by the
siorth Central Association in 1972-73., The median enrollment for those
schools was 300 pupils, :

A clear relationship may be observed between enrollment and the
jualitative and/or quantitative levels of accreditation granted schools
and school districts.

Accreditation Levels: Finance and Enrollment Relationships
4 zommonly accepted criterion in judeing the adequacy of a school
distrizt is the prudential exgenditure of the tax dollar. Inevitably

there is found a casual relationship between size, organization and finance,

in some states the school aid formulas provide incentives in order
b0 encouraje district reorgydnization. These include such things as bonus

1 I’F
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allotments for the number of pupils enrolled; additional support for
transportation costs; and assistance in funding facilities. There is
no such encouragement provided in South Dakota.

TABLE 3. Number of Public High schools (9-12) and Member High Schools
. of the North Central Association Grouped by Enrollment, 1972-73

tnrollment * Number of Percent of Number of
High Schools Total NCA Schools
0 - 99 50 26.0 0
100 - 199 76 39.4 10
200 - 299 30 15.5 23
300 - 399 13 6.7 10
400 - 499 5 2.6 5
500 - 599 4 2.1 4
600 - 699 1 ) 1
700 - 799 2 1.0 2
800 - 8YY 3 1.5 3
900 - 999
1,000 and above 9 4.7 9
TOTALS 193 100.0 67

The cost per ADM, grouped by enrollments, is shown in Table 4. This
indicates the relationship between size of district and cost per pupil.
The 38 districts (21 percent) enrolling 250 pupils or less were spending
593,83 more per pupil than the state average of $767.70. On the basis of
the previous discussion on accreditation, it is apparent this cost differ-
ential is not the result of an inordinate expenditure for instructional
materials, special services, or facilities. Rather, it is the product
of higher administrative costs and low pupil-teacher ratios.

Although there are few districts (16 percent) enrolling over 1,000
pupils, per pupil crsts are clearly less in those districts~-- with median
costs ranging from $638.58 to $850.62. The median cost per pupil for
schools accredited at Level IE was $720; for Level 1 it was $760; and for
Level It it was $850. 6\K<§

'he above cited inequities are further illustrated by the information

found in Table 5. This table shows the assessed valuation per ADM
grouped according to levels of accreditation. The median assessed valuation
per pupil for the 177 districts was 520,500, Of those schools accreditated
at Level TE, 62.2 percent had per pupil assessments below the median
while the Level I districts had 30.3 percent below the median; and Level
t1 districts had 14.3 percent below the median. When these factors are

£ r0e)
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coupled with the data on per pupil costs it accentuates the fact that
economic efficiency is to be . nd in the districts with larger enroll-
ments. likewise, the larger districts tend to exert greater effort in

the support of schools than do the small districts which tend to have
yreater wealth per pupil. ' )

TABLE 4, Current Cost Per Average Daily Membership for Independent
Districts Grouped by Enrollmant, 1971-72

Enrollment Number of Percent Range of Cost Median
Districts of Total Per ADM Cost

0o - 249 38 21.5 $703.30 - $1,387.96 $B61.53

250 - 499 59 33.3 576.03 - 1,175.57 762.06

500 - 749 35 19.8 619.13 - 958,59 770.12

750 =~ 999 16 9.0 662.81 - 899.49 744. 36

1,000 - 1,249 9 5.1 642.44 - 850.62 716.86

1,250 -~ 2,499 9 5.1 667.11 = 866.48 723.56

2,500 - 6,499 . 9 5.1 et .+ - 853.96 G84.41

6,500 - 13,999 0

14,000 and above 2 1.1 6300, = 684.41 661.49

TOTAL 177 100.0

Hi Low Ratio = 2.4.

This observation tends to be corroborated by the data presented
in Table 6 which indicates the cost per classroom unit. while it is
true that districts with larger enrollments have less assessed valuation
per pupil and spend less per pupil, they tend to spend more per class-
room unit. This once again is the project of more efficient teacher/
pupil ratios, services supplementary to instruction and greater effort.

Jome: caution.needs to be exercised in the use of data on assessed
valuation. vne must be mindful of the fact that South Dakota has a
variabl: maximun levy between agricultural and non-agricultural property.
"hat factor alone may tend to compound the usual differences found in
agssessment ratios.

A recent publication of the Associated School Boards of Zouth Dakota2
suggests that a more realistic indicator of ability is the maximum
revenue availalle per resident pupil. In spite of the fact that such an
indicator of ability may be more creditable, all of the dat® point to
the same observation=-- that the larger districts have lower financial
ability and the smaller districts tend to have a greater financial ability.
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TABLE 6. Cost bter Classreom Unit for Independent Districts Grouped by
Enrollment, 1971-72 b

Sam_ LT oa seewen gz g gmttenIiuet

Enrvollment lunber of Percent Range of Median

Listricts Cust Cost

o - 244 - 35 21.5 511,435 ~ 516,086 $13,450

250 = 329 59 33.3 11,370 - 22,033 14,422

500 - 74 35 19.8 12,314 - 18,8506 14,682

750 - G99 16 9.0 12,537 - 17,242 14,835

1,000 - !,249 ) 9 5.1 12,590 - 16,901 14,688

1,25%0 « 4,49 D] .1 12,803 - 20,005 15,368

2,500 - 6,499 Y9 5.1 13,423 - 18,306 14,867

6,500 -13,999 0

14,000 and ahove 2 1.1 14,086 - 14,842 14,464

'I‘Oil‘r\L 177 100.0

tigh school unrollments

“fome mention needs to be made with respect to the size of public
secvondary schools (9-12) in south Dakota. It is enrollment at the high
school level which mogst markedly reveals the relationship of size to
prograr, spacial services, cost and personnel,

Following is a distribution of high school enrollments during 1972-73:

Lnrollment Number Percent
0« 49 6 3.5
S0 - 99 44 . 22.6
15¢ - 149 49 25.2
150 = 199 27 13.9
200 -~ 249 19 9.7
250 - 299 11 5.6
100 - 39 . 13 6.7
400 -~ 999 15 : 8.2
1,000 and above 92 _ 4.6
193 100.0

Eigh school enrollments vaelate directly to the offerings or courses
provided.  The number of units (a4 course offered for one period each day
fur the school year) is proportional to the size of the school. For '
instance, a high s<hoael of 100 pupils or less would in all likalihood
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offer no more than 27 units. That number of units would result in an
average class size of 10-15 and the competencies found in a staff
numbering six to eight could not be expected to adequately satisfy
additional needs. The accreditation standards in South Dakota call

for a minimum of 26 units, with the option of 22 for each year and

four on alternate years, be offered for Level I1I; 32 units for Level I;
and 38 units for Level IE. The median enrollment of South Dakota high
schools is 150 pupils. The number of units offerad in half of the high
schools is 30 or less; the pupil-teacher ratio is 15 or 16 to 1l; and
the curricular program necessarily is oriented toward college entrance.
The latter factor, when viewed against the evidence that no more than
half of the graduates attend college, suggests that in at least a half
of tne high schools there is a real question regarding the value of
much of the program presently available to a large percentage of pupils.
Added to this program liability is the paucity of services to meet
special needs such as remedial programs, speech therapy, music/art,
instructional materials, special education and health. 1In spite of the
absence of curricular units and services, the per pupil costs are
notably higher and the reason is essentially one of size. To meet the
criteria of educational benefit, economic benefit and efficiency of
operation greater numbers need to be brought together for purposes of
supporting high school programs of at least a modest level of adequacy.

A study of those high schools in districts with accreditation at
Level 11 shows that, in 1972-73, 58 high schools in South Dakota were
located in districts with Level II accreditation. Their range in
enrollment was 41 to 213, 1In these schools 5,052 pupils were enrolled
and one teacher employed for every 12.06 pupils. Two high schools
enrolled over 200 and 14 had an enrollment of 100-200, Of the 58 high
schools 42 (72 percent) enrolled less than 100 pupils. In these 42
schools the total enrollment was 3,017 with a pupil-teacher ratio of
11.05 to 1.

Geographical Location of High Schools

Map 1 shows the size and county designation for each high school in
South Dakota. The only exceptions are in Rapid City and Sioux Falls
where there are two high schools and the enrollments in each case are
combined. The geographical progimity of one high school to another,
particularly in the eastern tier of counties, is quite evident. A map
inspection of these locations reveals that rarely are eXisting high-
schools in the same county more than ten miles apart., Granted, there
are road conditions and other physical reasons to exclude mere distance
as a viable and overwhelming argument for reordanization. However, in
many cases the reasons for sustaining inadequate high school programs
have nothing to do with distance, natural barriers, or accessibility
to otner population centers.

To make possible a high school enrollment of not less than 150
pupils a K-=12 or district enrollment must be at least 500. An enrollment

[l 4
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of 150 pupils would exceed 51 percent of the high school enrollments
as of 1972-73,

Geographical Distribution of Districts

HMap 2 shows the distribution of school districts by county with
the ADM figures for each independent school district within each county.

A cursory examination reveals that the land area of the state is
almost equally divided by the Missouri River. The area west of the
Missouri River is characterized by a much larger land area per county,
sparsity of voruvlation, vast areas which are unproductive and virtually
uninhabited, large tracts set aside as reservation land, and limited
miles of all-weather roads. Agricultural productivity is largely
limited to raising livestock and wheat. In this area of the state the
reduction of school districts has bean proportionately greater.

Excluding the two independent districts contracting with adjacent states,
42 independent districts had an enrollment range from 131 to 14,000,
Elevern >f +tha districts (26 percent) enrolled less than 500 pupils (K-12)
and three of these represent the enrollment for the ent.re county.

When one looks at the area east of the Missouri River the response
to school district reorganization is obviously quite different. 1In
the eastern portion of the state, particularly in the tier of counties
in the eastern third of the state, the population is more concentrated,
the geographical arva of the county is smaller, the all-weather road
network is better, the land more productive and the economy is abetted
by some manufacturing and industry. small towns still survive and tend
to continue to maintain a school district in its environs in spite of
porulition movsment to larger communities. Excluding the eight districts
contracting for services with adjacent states, there were 143 independent
districts durirg the 1971-72 school year. In these 143 districts the
range of ADM was 118 to 18,500. There were 7). of these districts, or
nearly 50 percent, enrolling 500 pupils. (K-12) or less.

*wo other characterishics of the independent districts should be
noted. First, most of the districts overlap county lines. tHistorically,
there has been no compelling reason for school districts to parallel
or fall within county boundaries. Secondly, the configuration of most
districts is most orratic in terms of its boundaries. This gerrymander=-
ing is obviously the product of concern for financial advantage rather
than in terms of serving pupils wherever their place of residence.

Common Schoel Districts

There were 30 common schcol districts operating in South bakota
during 1972-73 and four of those were non-vperating districts. All of
these districts were located in four counties and brief descriptive
information is summarized for each countv.
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1. Bennett. tumber of districts: 5; Enrollment range: 16
t 428; Pupil-Teacher ratio: 1Y.4; Range of
cost per ADM: $730 to $1,676.

2. Potter. Number of districts: 14: Non-operating: 3;
Enrollment range: ¢ to 51; Pupil-Teacher ratio:
12.1; Range of cost per ADM: $485 to $1,570.

3. sgtanley. Number of districts: 8; Enrollment range: 3 to
367; Pupil-Teacher ratio: 19.4; Range of cost
per ADM: $452 to $2,066.

4. sSully. Number of districts: 9; Non-operating: 1;
Enrollment range: 5 to 66; Pupil-Teacher ratio:
12.4; Range of cost per ADM: 5885 .. $1,245.

There were 1,465 pupils enrolled in these 32 operating districts with
a pupil-teacher ratio of 15,9. 1In 1971-72 the range in cost per ADM was
$452 to 52,066 with an average cost of $1,144 as compared to $780 for
the independent districts of the state.

Commentary and Recommendations

The progress made in recent years with respect to school district
reorganization in South pakota is perhaps unmatched on the contemporary
scene. The impetus of SB130 set in motion the subsequent reduction of
hundr=ds of school districts. A great number of legislators, lay citizens
and personnel in the state department contributed their efforts in
bringing about the changes which have resulted. When such efforts have
been expended, the very natural tendency is to assume the task to be
completed. This attitude would ignore the reality that school district
reorganization is never completed, for it must always be viewed in terms
of the type of administrative unit which can best respond to constantly
changing needs. .

On the basis of the data contained herein, and a degree of familiarity
with South bakota, several observations seem appropriate:

1. The present mood on the part of the citizenry is to do nothing
with respect to major changes in school district boundaries. Only
through mandated action will needed changes of any consequence bea
realized in South Dakota.

2. sSchool districts, both past and present, are largely the product
of financial expediency and not the result of a high priority concern and
commitment to best serve the needs of pupils. If educational needs had

besn a high priority concern to local communities, the present configuration

of many school districts would not have materialized.

3, sStill strong influences in the state still reject the notion that
school districts are subdivisions of the state and that education is a
i
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responsibility of the state with the resultant obligation that all
citizens contribute to ite support.

4. osvhool district reorganieation cannot he sold on the premise
that it will save money or lower taxes. ‘uch an argument is fraught
with danger. 1In fact, reorganization may result in greater expenditure,
for 1t makes possible a heightened degree of responsiveness to pupnil
needs. One must view financial benefits in terms of resultant effi-
ciencies, more prudent use of the tax dollar and the provision of
cducational opportunities previously not available.

5. Past response to educational needs, particularly in terms of
.ne legislative response to those needs, has been inconsistent and
frequently contradictory. A positive policy cannot be identified with
respect to the obligation of the state toward education, its management
and how it is organized. The needs are not solely financial for more
money is not necessarily reflected in better educational programs.
Rather, it is coming to grips with the constitutional provision that
the state is responsible for a uniform system of education for all of
tiwe children of the state. Permissiveness in terms of what is adequacy
with respect to school district organization will not suffice when the
educational opportunities of school-age children are at stake. The
outmoded theory that school district boundaries are a matter only of
local determination must be discarded. Attendance units may logically
ve determined locally, but not administrative units,

Only the state legislature can gpeak directly and positively to
this matter.

i+, In spite of the fact there has been a quantitative reduction
ot school districts, little data can be found which relates to the
consequences of the elimination of many school districts. Subseguent
efforts to reorganize will necessitate more than arguments of expediency.
They will call ¢or hard data in terms of what has happened with respect
to expanded opportunities for pupils, greater returns on the money
invested, gains in pupil achievement, special services provided, quality
of professional personnel, availability of instructional materials, and
opinions of those affected.

in the absence of such data decisions will unfortunately tend to
e aftected by sume of the flimgy and untested contentions regarding
pupil/teacher cost ratios; -~omparing cost figures without reference to
the returns provided; or parading some of the familiar cliches regarding
the luss of local control.

Recommendations
1. nly one type of school district should exist in South Dakota -

the independent distri t. Legislative action to accomplish this should
e taken as soun as possible.
176
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2. The sState Board of Education, in response to the charge given
it by the legislature, should take action with respect to the following:

4. Within a period of two years no district should be accredited
which maintains a high school of less than 100 pupils except
in those cases where i‘.ae district encompasses an area greater
than four (4) townships; and furthermore, within a period of

“five (5) years no district should be accredited vhich main-
tains a high school of less than 150 pupils except in those
cases where the district encompasses an area greater than
four (4) townships.

b. A longitudinal study should be conducted which identifies the
outcomes of school district reorganization in South Dakota.

c. The planning and implementation of multi-district units should
be encouraged for the provision of services and programs not
feasible in the local district. These cooperatives or
regional districts could satisfy important needs not possible
at present or in the foreseeable future. Such needs as ..
cooperative purchasing, special education programs, employ-
ment of specialized personnel, computer services and
instructional materials might only be realized througn
cooperative efforts among districts.

d. A task force should be selected in each county to srrve in an
adjunct relationship with the State Board of Education. Each
group should be composed of one school board member and one
administrator from ¢ach independent district and no more than
five representatives selected at large and appointed by the
judge who has jurisdiction in the respective county. Provisions

should be made for overlapping terms to provide some degree s
of continuity. The purposes for such a task force would
include:

(1) Providing a means of engaging in discussions
regarding goals, needs and problems with respect
to education in specified geographical areas
of the state:

(2) Studying and communicating ways in which the
needs of pupils might be met more effectively
and efficiently than is presently the case!

(3) Serving as an important comminication agent
both to and from the State Boasd of BEducation
with respect to proposals and plans as they
affect local districts: and

(4) Providing some sustaining infliuence in response
to the efforts and ideas generated through the
Q Community Involvement Plan.
ERIC PN
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FINANCING PUBLIC SCHOOL CON5TRUCTION®

Historical Background

south Dakota has a long history of state government concern for
school facilities. 1In 1887, two years before statehood, the Territorial
Board of hkducation was charged with the responsibility of adopting and
furnishing schoolhouse plans. This responsibility was later transferred
to the State Superintendent of Public Instruction.

The biennial report for 19u8-1910 of the State Superintendent
included observations concerning the differences across the State in
providing modern schoolhouses. The point was made that country schools
were most often those that lagged behind and a plea was made.for state
aid for school construction in sparsely settled communities.” while
such recommendations were never favorably acted upon by the legislature,
they did serve the purpose of keeping before the citizens the respon-
sibility of the State for education.

Problems concerning support for public education in South Dakota
reached crisis proportions in 1918 as reaction to World War I swept tle
state. Schooler noted that & number of neighborhoods were comprised of
immigrants who could not speak or write English; schooling was de-
emphasized to increase agricultural productior; a negativism toward edu-
cation was evident since it interferred with the right of parents to use
their children for labor; and school buildings in some areas.deteriorated
to conditions that actually hampered students in their work.

In 1919 the South Dakota lvugislature recognized the degeneration
ot education by passing the Americanization Act. The main purpose of
this act was to disseminate propaganda pro to education and maintain
strong schools.? while no direct state aid for schoolhouses resulted
from this act, it 4did revive the interes. of adults in education by
providing them with night schools and other forms of adult programs.
The obvious result was stronaer local support for schools.

State conzern for school facilities continued to be evident in
the 1J50's when the state leyislature in 1951, following a report by
Tuperintendent llarold Freeman that South Dakota's State Department of
bui-lie Instruction had the Jeast number of professionals of any state
department in the Country, approved the position for a consultant on
school building and facilitiuvs.? A change in the state's constitution
in 1754 increzased the limitation on school district debt from five to
ten percent ot assessed valuation. In 1957, the legislature, in
subztantially changing the structure and powers of the state Board of
Education, restricted the Board's authority to "suggesting" standards

———

*4 study performed by . Cale Hud %R, Department of Educational
Administration, University of Nebraskal >
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for school building plans.6

Concern for recognition of school buildings as a part of the state's
responsibility for quality education is threaded throughout the State's
history. However, the 3tate's legislatures have provided little direct
economic aid to districts for sc ool building construction, nor have
they permitted the State Board to provide significant leadership in this
area.

The Current Program

In South Dakota, the provision of public school facilities is
primarily a responsibility ~f the local ischool districts. However,
the school districts must have their building plans and sites approved
'y the State Superintendent of Public Instruction before seeking bids,
and the c.iteria for site and plan approval are established by the
State Hoard of Education. Consultant iid is available from the Cepart-
ment of Public Instruction,but is limited by a shortage of personnel
assigned to this area.

In the area of funding for capital outlay, State dovernment serves
as a control agent on debt limits and procedural matters. Data perti~
nent to the financial programs of school districts are reported by the
Department of Public Ingtruction.

Source of Funds

School districts have two major sources of funding for capital
outlay available to them. One source is from a local property tax levy;
the other is through the issuance of local school district general
obligation bonds. Both maethod. require the yield to be deposited in
the district's Capital Outlay Fund. The annual tax levy method may be
regarded as a "pay'in-~advance,” or more commonly, & "pay-ag-you-go"
approach whiie the bond issue method is more of a "pay later" or debt
system.

The data in Table 1 show the sources of funds for the Capital
outiay Fund Garing 1971-72. The citizens of South pakota aitc rrluctant
to acquire debt and perfer the '"pay-as~you-go" plan to meet thair achool
facilities needs.




TABLE 1.

Sources of Funds for Capital Outlay of south Dakota School
Districts buring 1971-72

Amountsy

Revenue Funds Percent of Total
Local $ 9,781,397 a6.02
County ) 260 -

State 41,121 .36
Federal 637,412 5.61"°

Non-revenue funds Anmounts Percent of Total
Sale of Bonds $ 840,457 7.39
Promissory Notes 7,158 .06
Other 63,220 56
Sub~totals $ 910,835 8.01

SOURCE: kducational statistics Ligest, 1971-72, State Department

of pPublic Ir- uction

Local Property Tax for Capital Outlay. Local school boards in
South Dakota have the option of levying a tax rate of up to five mills
on the property tax base for the Capital nutlay Fund.’ Revenue from
the levy may not be transferred to other funds. There was an exception
to the "no-transfer” clause made by the legislature in 1970 which per-
mitted schools with a maximum General Fund levy to transfer 60 parcent
of their surplus Capital Zutlay Fund levy receipts to the General Fund.
This authorization expired Dacember 31, 1971.

swhool Listrict Bonds for Capital Outlaz,s Rchool districts may
porrow funds by 1ssuing general obligation bonds. The districts are
limited to a debt level of not rore than ten percent of their assessed
valuation by constitution. A plurality of 60 perceant of the voters
taking part in a spec.al or general election is required to approve
a bond issue. Approval of an issue carries with it the authorization
to levy an annual tax sufficient to amortize the debt, 'There is no

legal limit on the length of term of a bond issuc or on the interaest
rate,

Loual school boards must initiate a bond igsue election to
» f‘f}
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, acquire new debt., The Jdecigion is independent of any state agency
approval. Noticve and results of the eluction must be filed with the
Commissioner of School and Public -Lands. Wwhen a bond issue election
fails, it may not be resubmitted for a new election in less than
twelve months unless it is for o difterent amount, Bond issues to
refund outstanding debt are tloated at the option ot the school board
and do not require voter approval. '

When bond issues dare approved for sale, they must he advertised
and sealed bids recelved, The schoe! district officery are responsihie
tor maintaining bond records and for payment of the bonds.

lwans--urants, ‘There are no provisis- s “or the tate to loan or

- grant funds for school facilities, :tate law does permit the Commigsioner
ot .chool and bPublic bLands to invest Permanent school Funds in school
district bonds ‘at no less than a six percent interest rate. Such
investments, however, are hased solely on their advantage to the Perma-
nent chool Fund which would requive a4 rare set ol circunstances.  Yor
all practical purposes, the resources of tne [ermanent School Fund, some

53 million, are not available for loans to the wublic schools,

capital <utlay Fund, The Capital outlay Fund is detined by
statute in South bakota as "...a fund provided hy law to mecet expenditures
whxch result in the azguisition of rixed assets or additiony to fixed
ssets. . .it may also be used for installment payments for the purchase of
Lxxed assres...."?  State law rostricts 1nstullmnnt purchase contracts
to a term of no more than ten years and an amount of principal not in
excess uf threc percent of the district's assessed valuation,l?

when tha amount of the princiral of the installwent purchase
contract exceeds one and onoe-halt pervent of the district's assessed
valuation, a public hearing iz required, Upon-petition by ten percent
of the propie in the district who voted for Governor in the last general
election, a proposed contract may be subject to a referendum., A
majority approval is needed to carry the issue,  Any contract for
.. purzhases through installment payments from the Capital outlay PPund
. requires an annual tax tevy, not to exceed five milly, to meet the debt
service needs,ll

sutgomes of south Dakota's P'lan
for school Construction--3Statewide Data

this section contains statewide data relative to school con-
struction project costs, depraciation vs. ceonstruction rates, and
factors atfecting rate of schoolhuuse construction. Thesa data will be
studied and an analysis and discussion prusented.  The result will
reflect statewide outeomes of south Dakota's wplan for school construction.

ERIC - %
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school Construction Froject Costs

Vo study the state Jdata on schoolhouse construction, the amounts
and varianves in project rosts and the percent of students served will .
Le analyzed, Table 2 contains cost and capacity data reported over an
cigyhteen year period for schuol construction projects. Althouygh there
were soveral examples of ‘incomplete reports in the source for the Table
2.data, the analysis is useful.

The data in Table 2 show that over 117 miiltion dollary were com-
mitted during the eighteen year period, 1954-1972, for school construc-
tion, Space was provided in new or remodeled buildings for 86,239
students. The Educational Statistics Digest, published by the Depart-
ment of tublic Instruction, reported an enrollment of 171,636 students
in yrades K-12 of South Dakota's public schools during 1971-72. This
means that 50.25 percent of the students could be housed in facilities
vighteen years or less in age. Obviously, such conclusions assume a
proper distribution of enrollments. Data were not available which

would show the number of students still housed in obsolete or inadequate
frcilities.

Projuct coust information in Table 2 indicates that 32.6 percent of
the total amount for the gighteen year period was committed during the
four year period, 1964-65 through 1967-68., Project custs for 1971-72
were slightly under four million dollars, the least amount since 1962-63.

Depreciation vs. Construction Rates

“ There is no firm consensus for determining the annual depreciation

.rate on schoolhouses. Both age and changing education needs are factors

in determmining when a structure is no longer usable. Good maintenance,
remodeling, and ingenuity have greatly extended the "life" of many
schoolhouses, With these caveats in mind, however, it still is meaning-
ful to look at the annual rate of construction in terms of the capacity
of new projacts compared to total State enrollment of students.

In Table 3 are presented the annual rate of congtruction capacities

* compared to State enrollments for the past decade. A rule~-of=-thumb

depreciation rate often used for school buildings is two percent per
year. Using this standard, it appears from data in Table 3 that the
people of south Dakota were providing for school building co struction
at an adequate average rate during the major part of the 1960's, How=

ever, the replacement rate has dropped wall below two percent per year
since 19673-69,
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TARLE 2. Total bFroject vosts and student Capacity of sSchool Building
donstruction in south bakota, 1954-1972, as Reported to the
state Consultant,

160

" vear Reported Project Costs Keported student Capacity
1054=-5% S 5,623,809 4,776
1955-56 5,507,264 4,747
1956~57 10,098,604 6,741
1957-58 - 3,581,948 3,355
1258~5Y 2,722,332 2,311
1959-60 6,129,051 : 4,204
1vel-6l 8,629,076 6,114
1961-02 6,852,809 6,653
1962-63 2,790,429 2,367
1963-64 5,771,011 5,052
106464 7,026,695 . 5,126
1905-66 11,508,%16 11,362
1266-67 7,609,841 4,907
1967-68 12,263,386 6,248
1968-09 6,037,052 3,622
126u-70 6,158,906 : : 3,136
" 197071 5,243,187 3,119
1971=72 3,982,183 2,399
Totals 5117,536,219 #$6,239

50URCE:  summary of school Building Construct’ on, South Dakota $.D.I.,
1954-55 through 1971-72, 1Includes costs of new construction,

remodeling, relocatable, ard temporary facilities,

‘Factors Affecting Rate of Schoolhouse Construction

‘The reasons for slow-downs in school huilding construction can he
varimzd and complex. Newd factors might decrease due to stabiliration
o! population both in tarms of tuwtal growth and/or migration patterns.
Also, it is pogsible that during the years of ralatively high construcs
t.ion activity, such as the mid 1960's, a surplus of school roomsg was
provided., Thus, it is important that a state continually assess its
school building requirements. Pregently, there does not appear to he a
formal program for determining the present or projected need for school
huildings in the state of South Dakota.
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Beonomi o prossures often ind a roasure of relief through rejection
of school construction programs. This is ever more plausible when the
tetal burden of cost rests on the schuel district. Contained in Table 4
are Jdata for the state's schoul listricrs concerning their bonded debt,
assessed valuation of property for tax purposes, and debt ratio.

TaLh 3. A Comparizon of the “eporced apacity of New School Construction
with Tetal State bBnrollment inm sSouth Dakota for the Period 1962-
63 Through 1971-72

vear Capacity State Percent.
of Projects Enrollment
1062-63 2,267 168,173 1.41
1963~-64 5,052 170,224 2,97
1.64-65 5,126 171,958 2.98
1 %8~066 11,362 : 172,965 6.57
1vbo-67 4,907 175,252 2.80
1967 =04 6,248 175,654 3.56 "
1968-69 3,622 . 173,791 2.08
1361-70 0 3,136 172,616 1,82
1970-71 2,119 173,006 1.80
1971-72 2,399 171,636 1.40

..... = 3

SOURCE: kducational Statistics Digest and Summary of School Building
Caonstruction, from the South Dakota S.D.l. Percents were
calculated.

TABLE 4. The Bonded Debt, Assessed Valuation, and Debt Ratio of School
Districts in South Dakota, 1962~63 Through 1971-72

toar Bonded Debt Assessed Valuation Debt Ratio
1962-63 $28,481,0n7 $2,275,012,789 1,25
1963-64 29,877,621 2,332,916,529 1.28
1964--65 -7,508,243 2,399,174 ,482 1.%6
1Y6H=rp 40,176,956 2,392,856,487 1.68
1966-u7 43,022,267 2,413,552,046 1.78
1967-68 46,486,458 2,602,888,000 1.79
lvuey-69 47,016,039 2,736,201,514 1.72
1969-70 42,607,374 3,025,594,642 1.41
1973)-71 42,168,298 3,073,725,765 1.37
197 .«72 40,954,522 3,227,753,157 1.27

SOURCE:  Bducational statistics Digest, 1971-72, south bakota 5.D.1.
Debt ratio was calculated. j‘l {”2,".
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The data in Table 4 show that both total debt and debt ratios
peaked during the mid LO's, this pattern corresponds with the surge
in project costs shown in Table 2. The percent of bonded debt by
1971-72 had returncd to the level of 1962-63. sSince the constitutional
debt limit on individual districts is ten percent of assessed valuation,
1t is clear that the aggregate debt leeway for the state is between
eight and nine percent, a relatively low level of debt.

Data in Table 4 show an increase, between 1962-63 and 1971-72, of
43.8 percent in bonded debt while the property tax base increcased 41.9
percent. Data from Table 4 do not suggest that either the level of
bonded debt or the tax base of the school districts should prevent
citizens from meeting schoolhouse needs.

Capital outlay amounts may not reflect the impact on taxpayers
since such expenditures may be borrowed funds. oOnly when the funds
are repaid, interest and principal, are tax rates affected. Data in
Table 5 show how amounts and calculated state average mill rates for
de ° service have changed in recent years.

Data in Table 5 indidate that ‘interest and pri..:'_ al payments on
debt have increased slightly over two million dollars or 73.8 percent
in ten years for school digtrict taxpayers. Since the tax base only
increased 41.9 percent, there was an increase in mill levy require-
ments. During the years 1962-63 through 1971-72, there was less than
a one~half mill variance in the calculated state average tax rate for
debt service.

TABLE 5. Disbursements from the Bond Redemption Fund, Assessed Valuation
and Calculated State Averade Mill Levies for South Dakota,
1962-63 through 1971-72 :

‘Year Bond Redemption Assessed State Average
Fund Disbursements Valuation Mill Levy
1963-64 3,030,019 2,332,916,529 1.30
1964-65 3,096,411 ' 2,399,174,482 1.29
1965-66 3,499,489 2,392,856,487 1.46
1966-67 3,980,235 2,413,552,046 1.65
1967-638 4,224,034 2,602,888,000 l.02
1968-69 4,747,907 2,736,201,514 1.74
1969-70 4,702,786 3,025,594,642 1.55
1970-71 4,903,458 T 3,073,725,765 1.60
197172 4,957,625 3,227,753,157 1.54
Q SUURCE:  bkducationhal sStatistics Digest, 1971-72, south bakota s.D.1.

Mill levy was calcg}ated.
o Me




since taspayers are apt to react to their total effort for schools
by resisting building programs, it iy reasonable to look at the pattern
of revenue f.om .scal taxes and tax effort in recent years. In Table ©
are the data nueessary for this analysis. These data show that school
district taXes increased from 54d,284,332 to $88,012,385 hetween 1962-63
and 1971-72 or 82.3 paercent while the assessed valuation increased only
41.9 percent. Failure of the local tax base to increase in proportion
to revenues resulted in an increase in the hypothetical state average
mill levy. The increase from 21.22 mills to 27.27 mills, or 28.51
percent, in the ten year pardod, might well cause resistance to building
programs on the basis of the total school tax burder.

kvidence in Tables 2 through 6 indicates that 'when the needs, ability,
and effort of the state for school building construction are considered
from a macro-economic standpoint, South Dakota has in recent years pro-
vided classrooms at an acceptable rate without a major increase in
financial burden., However, since the financial provision for school
buildings is primarily a local responsibility in South Dakota, the use of
state averages may be misleading. Hence, in the next section, an analysis
and Jdiscussion will be presented of eighteen selected school districts in
the State of South Dakota.

TABLE 6. School District Tax Revenues, Assessed Valuation, and State
Average Mill Levies for South Dakota, 1962-63 Through 1971-72

Year $chool District Assessed State Average
Tax Revenues Valuation Mill Levy

1462~63 $48,284,332 $2,275,012,789 21.22
1963-64 52,473,990 2,332,916,529 22.49
1964-65 55,450,129 2,399,174,482 23,11
1965-66 57,680,372 2,392,856,487 gﬂ. 0
1966-67 60,690,115 - . 2,413,552,046 5.
1)67-68 64,272,985 2,602,888,000 24,69
1968-69 69,808,664 2,736,201,514 25.51
1969=70 74,786,323 3,025,594,642 24.72
1970-71 82,348,430 3,073,725,765 26,79
1971-72 88,012,385 3,227,753,157 27.27

30URCE: © Bducational statistics Digest, 1971-72, South bakota $.D.1,
Mill levias were calculated.
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CLEE AL ‘1 rgent b ro it on

Shecoad bastorots

Pheva wee . 280 cohnai Lot cta in Couth bakota duripg 137L-70L
T et beeeon Ut i ot sepaorn Yo bt thee dmpact of the
oresont srogrun Lo Finanting school tulldings in outh Pakola in cach
0f the districi . Henoe, a saaple of ophtesn independent sohool
districts was olected tor tle more detailed stuly.  The districts were
selested with Lhe inlent ol providing in the sample @ wide ra ge in
terms of size of snvollaegd., property £ax ihase per student, and geo-
graphic locatima.

mothe tobtlowing page, an oatline map of douth Dakota shows the
geoyraphis Jrstribution e tho elghteen sample scheol digtricts. The
soneept ol astribution was sacrificed in sowe instances so that major
city ag we. i s subnvban schor ! districts could te included in the
sampie since their probleams aece tppleslly auite difterent, :

Table /7 contalas i data concerning enreliments and assessed
valuation in the sample listricts,  Resident <o lleent for the sample
districts was &7.8 pevcent of that for the enti:. state while the
assessed valuabion was 25.2 ot that for the slate.

the vange in envollueuts of the selected school districts in Table
T owas from 13,000 to 121 Guudunts. The corrusponding range for assessed
vituation per restdeat siudent was from $L7,586 to 110,170, The med Lan
assesad ralual ion ger rasient student was between 216,130 and $22,207
which upproximates the state average asses.ted valuation per student of
5la, 351, :

Cioe data in Takte 7 inlicato an inverse relationship between
crroliment and to# oo ur selool districts.  The seven digtricts ine
studed 1n the saap e that had werollients in exeens of 1,000 studente
were below the dtate avarage property fax base per student.  Among the
smal lor school districts, only 4ill Civy and Waubay had less than a
state average per oradant rax base. his sugdgests that the more
popuious aread Lyuioiily have less ability per unit to tinance cduca-
Lion, including sehool buildings, inder the lowcal property tax system.
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TaBLE 7. KRestdent Lnrollments and asoesaoed Valuations fer Resident
students buring 1271-72 of Eighteen selected School Districts
in Zouth bakota.

school kesident samgle A.V. per  sample
District County knyollment Rang Resident Rank
scudent
Aberdeen Brown L, 302 3 $ 13,374 14
Bison rerkins 373 14 40,619 2
Brandon Valley Minnehaha 1,450 7 16,436 10
Brookings Brookings 2,402 3} 15,424 2
Faulkton Faulk 708 o 27,947 5
Forestbury <anborn 121 12 40,614 3
Harding County Harding 3043 18 57,586 1
Hill City Pennington 444 14 11,769 L7
Jefferson Union 200 1e 22,267 9
Mitchell Davison 3,543 i 15,99 11
tewall Butte 8] 1 23,495 .7
Horth . .own Brown 81% g 22,365 3
l'ierre Hughes 2,905 3 14,622 13
Rapid City Pennington 13,917 2 10,170 18
selby walworth 514 11 24,591 )
sioux Falls tinnehaha 18,626 1 12,147 16
Waubay Day , 483 13 13,188 15
Wood Mellette A L) 17 34,971 4

23 sesmm v

SOURCE: A Summary ot Assessed Yaluations and Enrcllments by County
and District, South Dakota s.D.I., 1971-72.

Fiscal Capacity and bffort

As discussed eariier in this report, school districts in fouth
Darota have two Lasic methods of finanzing school Luilding construction:
(1) general obligation Londs may he issued, with approval of sixty per-
cant of the cloctors, up to o ~onstitutional total debt limit of ten
percent of assessed valuation, and (2) 2 local mill levy, at the option
of the school board, of no more than five mills, with the yield to be
deposited in the Capital sutlay Fund. ‘The utilization of these sources
of funds Ly the sample districts was reviewed,

school Listrict bonds. The capacity of cach of the vighteen
sample scheol districts to Lorrow tfunds at any given time is related
to their assessed valuation and to their ontstanding debt, Contained
in table 3 are data reflecoing Lhe debt gtatns of the sample districts,
Q the bonded debt potantial of u‘fiéff)ﬂt was durived by taking the Ctate
]EIQJ!:‘ . ~ »

Aruitoxt provided by Eic:




constitutional debt limit of ten percent times the assessed valuation.

Debt leeway was the difference hetween potential debt and outstanding
debt,

Data in Table 8 reveal some of the complex features of school
finance. The large school districts, with their typically lower rank-
ing tax base per student as shown in Table 7 nevertheless have debt
leeways sufficiently lardge to enter into major building programs. A
number of the smaller districts such as Jefferson, Hill City, Waubay,
and Forestburg would be hard pressed to finance major building programs
with their low assessed valuation. If the sample of school districts
used in this report is valid, then there are undoubtedly many more

small, tax-base poor school districts operating in the "State's" edu=-
cation system.

TABLE 8. Assessed Valuation, Bonded Debt Potential, Bonded Debt Out=-

standing, and Debt Leeway of Eighteen Selected School Districts
in Sou%h Dakota, .1971-72 .

- — %" 3

school Assessed Bonded Debt Bonded Debt Debt

District Valuation Potential Outstanding Leeway

(1) (2) (3) (4) (5)

Aberdeen 84,285,850 $ 8,428,585 $ 1,620,000 6,808,585
Bison 15,150,754 1,515,075 0= 1,515,075
Brandon Valley 23,832,719 2,353,272 790,000 1,593,272
Brookings 44,714,541 4,471,454 1,490,000 2,981,454
Faulkton 19,786,287 1,978,629 160,000 1,818,629
Forestburg 4,914,321 491,432 -0~ 491,432
Harding County 21,191,4¢8 2,119,147 -0= 2,119,147
Hill City 5,696,380 569,638 75,000 494,638
Jefferson 4,653,712 465,371 66,000 399,371
Mitchell 56,763,055 5,676,306 1,560,000 4,116,306
Newell 16,047,260 1,604,726 125,000 1,479,726
North Brown 18,227,073 1,822,707 =Q= 1,822,707
Pierre 42,476,811 4,247,681 1,725,000 2,522,681
Rapid City 141,542,447 14,154,245 4,880,000 9,274,245
selby 12,639,793 1,263,980 =0~ 1,263,980
Sioux Falls 226,426,679 22,642,668 2,195,000 20,447,668
Waubay 6,369,556 636,960 «Q- 636,9Fu
Wood 7,169,077 716,908 =Q= 716 908
SR
SOURCE: A Summary of Assnssed Valuations and Enrollments by County

and District, South Dakota S.D.1., 1971=72.
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The data in Tahle 9 are an extension and further analysis of the
data from Tables 7 and 8. 1t is evident from the consistently low
percentage of debt reported in column 3 of Table 9 that the sample

districts fit the statewide pattern, noted earlier, of a reluctance to
borrow funds for school building construction.

An analysis of Table 9 also underscores the danger of imcomplete
data. The districts of Wood, Selby, and Waubay, for example, all
appear in Table 9 to be more capable of financing school construction
than Sioux Falls nr Pierre but this is doubtful when size and total
debt leeway is considered. The concept of an acceptaple functional
size for a school district must take into account all of its operational
needs, including buildings.

TABLE 9. Bonded Debt, Percentage of Debt to Assessed Valuation, Debt Per
Resider. Student, and Debt Leeway Per Resident Student, June 30,
1972, in Eighteen Selected school Districts in South Dakota

School Bonded Percentage Debt pPer Deb+t Leeway
District Debt Debt/A.V. Resident Per Resident
(1) (2) (3) Student Student
! (4) (5)

Aberdeen $1,620,000 1.92 . 8257 $1,080
Bison ' -0~ -0~ -0~ 4,062
Brandon Valley 790,000 3.31 545 1,099
Brookings 1,490,000 3.33 514 1,028
Faulkton 160,000 .81 226 2,568
Forestburg -0~ -0~ -0~ 4,061
Harding County -0~ -0~ -0- )59
Hill City 75,000 1.32 155 1, 22
Jefferson 66,000 1.42 316 . 1,911
t4itchell 1,560,0Nn0 2.75 440 1,159
Newell 125,000 75 183 2,167
North Brown -0~ -Q- -0~ V2,236
Pierre 1,725,000 4.6 ‘ 594 _ 868
Rapid City 4,880,000 3.45 351 666
Selby 0=~ ~Q=- ~0- 2,459
Sioux Falls 2,195,000 .97 118 1,096
Waubay -0~ -0~ -0~ 1,314
wood ' Q- -0~ -0~ : 3,497

SOURCE: Bonded debt amounts were reported on the annual financial
reports of the school districts. Columns 3 and 4 were
calculated by use of additional data from A _Summary of
Assessed Valuations and Enroliments hy 'ounty nty and District,
south Dakota $.D.I1., 1971-72,

O A |
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School District kffort. Accounting procedures in South Dakota
‘recoqnize a Bond Redemption Fund and a Capital Outlay Fund. Since
expenditures for all types of capital outlay are reported against the
Capital Outlay Fund, it is not.an exact accounting of school housing
costs. tlowever, the millage rates for these two funds have a close
_proximity to the effort being made for school facilities. Income from
the sale of bonds and a local mill levy is receipted to the Canital
Outlay Fund while Bond Redemption Fund receipts are specifically

determined by the rate required to amortize bonded indebtedness and
interest.

when South Dakota started a major reorvanization of school dis-
tricts in the late 1960's, many of the "aaster plans" provided that
existing d-:.bt remain the obligation of the original units. This has
resulted in substantia. variations in levels of mill rates for debt
service within the new reorganized districts. In Table 10 are data
related to 1971-72 millage rates in the eighteen sample districts. The
Bond Redamption Fund rates reflect the maximum paid by any portion of
the district since it was reasoned that this section would be most
burdened by additional dwbt.

The data from Table 10 show that only Faulkton and Forestburg
operated without a Capitel Outlay Fund tax levy in 1971-72. Six of
the districts levied the maximum amount of five wills and three others
were well over four mills for capital outlay. While thig seems to be
fuither evidence of the citizens of South Dakota's preference for pay-
as-you-go financing, it may also reflect the fiscal independence of
school boards exercising their right to levy up to five mills for the
Capital Outlay Fund without a vote from the people.

Five of the districts in Table 10 had no Bond Redemption Fund
mill levy. Newell's relatively high 11.03 mill rate applied te
approximately twenty percent of the district's total valuation. Only
Forestburg was without either a Capital Outlay or Bond Redemption Fund
levy.

The variations in the total millaje levels shown in Table 10
seem indicative of either differences in willingness to make an effort
or in need. Assuming that the sample is indicative of conditions
statewide, then it is important to examine more cloSely the status of
buiidint needs in the eighteen school districts.

School Bt ilding Construction and Needs

The axtent to which a program is meeting needs is a valid maeasure
of its effectiveness. From data contained in annual reports to the
state Consultant for School Buildings, it was possible to review the
results of school building programs in the eighteen sample school dis-
tricts and to get some estimate of the present status of const;uction needs.
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TABLE 10, Millage Rates for Capital Outlay and Bond Redemption Funds in
Eighteen 3elected School Dlstricts in sSouth Dakota During
1971-72 . '

Mill Levy by Fund

school

District Capital outlay Bond Redemption Total
Aberdeen - 5.00 3.67* 8.67*
Bison 4,93 3,74* 8.67*
Brandon Valley 4.94 2.94 6.88
Brookings 4.97 ' 2,98 7.95
Faulkton -0- 1.55% 1.55*
Forestburg -0- -0=- -0-
Harding County 1.66 -0~ 1.66
Hill city 4.55 - 4.01 8.56
Jefferson 5.00 . 4.59 9,59
Mitchell 4.98 4,30 9,28*
Newell 2,89 11.03% 13.902*
dorth Brown , 5.00 2.30* 7.30*
Plerre : 3,31 5,23* 8.54*
Rapid City 5.00 5.56* 10.56*
Selby 1.51 -0- 1.51
Sioux Falls 5.00 . 1.32 6.32
Waubay " 5,00 . -0- 5.00
Wood 1.86 -0- 1.86

SOURCE: Reports compiled in the South Dakota Department of Revenue.

* This levy was not uniform throughout the district due to reorgani-
zation obligations. It represents maximum paid by any portion of
the district.

3chool Building Construction since 1953. Contained in Table 11 are
the project costs, capacity, and percentage of students provided with
facilities built since June, 1953 in the sample eighteen school districts.

Five of the eighteen sample districts did not have rlassrooms or
other areas less than nineteen years old 'This is not necessarily bad
since a low or no growth enrollment in adequate bhut older housing is not
an uncommon situation. The remaining thirteen distriects ranged from
28.2 parcent to 75.5 percent of their student enrollment provided with
newer facilities since 19%3. This apnears to be an acceptable rate of
construction if adequate housing is available for the halance of the
students.




TABLE 11. The Reported Project Costs, Reported Capacity, and Percentage
of 1971 Resident Enrollment Provided with Post June, 1953
School Housing in Eighteen Selected South bDakota School

Districts
School Reported Reported Percentage of 1971
District Project Costs Capacity Enrollment in Post
1953 Construction

Aberdeen $ 5,783,318 3,110 49.3
Bison 369,329 202 54,2
Brandon Valley 1,652,742 830 57.2
Brookings 3,896,969 1,770 - 61.1
Faulkton 476,235 489 69.0
Forestburg -0- -0~ -0~

Harding County . =y= © =0~ -0-

Hill Ccity _ 153,480 180 37.2
Jefferson 62,606 59 28,2
Mitchell 4,911,142 2,680 75.5
Newell 389,000 230 38,0
North Brown 180,344 -0~ -0-

Pierre 2,003,330 1,220 42.0
Rapid City 14,733,831 7,456 ' 53.6
Selby 494,596 360 70.0
Sioux Falls 12,651,521 8,185 - 43.¢
waubay 1,300 -0~ «0-

Wood =-0- =0=- =0-

— - — ]

SOURCE: Records of school district reports to the $.D.1. and Summary

of school Bujlding Construction in South Dakota, S.D.I.
copies 1953-54 through 1971-72.

Note! Project costs included gymnasiums, lunchrooms, service
buildings, etc.; however, such structures were not assigned
capacity values. Student capacity estimates were included
for remodeling project.. :

parcoptions of Need in the Sample Districts. Reports on the status
of a district's buildings in narrative form are raquested each year by
the Stata School Buildings Consultant. The reports vary from ovVer one
typewritten page to a single paragraph to "no report." Lack of authority
to require these reports and of time to cajole them from local authorities
make it difficult to get precise data on facility needs. A brief inter-
pretation of tha reports filed, 1970=71 through 1972-73, from the
aighteen sample districts follows. '

.y
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Aberdeen: A new elementary school and junior high school has
met needs. The present use of older elementary schools
will cease with declining enrollments. Some shortage of
special areas exist at the high school level.

Bison: A new elementary building has met overcrowding needs
due to reorganization. Shop space will be needed if
vocational education is expanded. Buildings are in good
condition. Enrollment projections are down.

Brandon Valley: Growth in enrollments has becen steady since
reorganization in 1962, There is a new high school building.
Nver 300 pupils, twenty percent of enrollment, are in
temporary or inadequate buil lings; kindergarten classes
are in local churches. H#ond issues were rejected by the
voters in 1971 and 1972.

Brookings: Last report filed 1970-71. The high school is new
and adequate, the junior high school is fifty years old and
a primary buildiny is sixty years old. Construction is
heeded. ’

Faulkton: A very brief report indicated that two new classrooms
were to be provided and that one building was given a poor
initial rating by the State Fire Marshal.

Forestburg: The buildings are well maintained and adeqdate.

Harding County: There is a serious shortage of high school
classroom space. The library and office areas are inade-
quate. Declining elementary enrollment providing
limited relief.

Hill city: The high school building is old. It houses yrades
7-12. Physical education ig in a rented area and music is
in a frame building annex. Cne elemantary is new and is
at capacity. A second elementary is an older frame structure.
Classrooms are needed. '

Jefferson: Etnrullment in increasing. Students are housed in
leased buildings and portable units. Architects have been
hired for a new high school.

Mitchell: The junior high schsol is new and the senior high is
"_EET§ ten years old. Five elementary schools are adeguate
with improvement scheduled for two 1922 buildings. Four

rural schools of the one and two teacher varisty are part
of the district through reorganization, The school day has
been extended in the high schools to iccomodate enrollments,

tiawell: Facilities are adequate., sSome thought is being given

to replaca a structura now usad for vocational ayriculture,
(“M
\ !.)
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home economics and science.

North 8rown: school centers are located in three towns. Ade-
quate elementary facilities are available at Hecla; all
other buildings are below standard.

Pierre: School buildings are adequate and a survey team has
been used to help with long-term planning. An addition to
the high school will provide for the peak enrollment in 1975,

Rapid City: School buildings are needed but the last bond issue
effort on November 16, 1971 was defeated.

Selby: There is adequa%e space for the enrollment. The high.
school is old and requires annual remodeling,

Sioux Falls: rhere .re two high schools, one built in 1965 and
an older one v ch has been extensively renovated. OCne of
four junior hij. buildings in new and excellent, the other
three need additions for special facilities. Five elementary
schools are quite old and should be retired or completely
renovated soon. The other sixteen elementary buildings are

" good but many need special arsa additions. Architects

presantly are hired for a new elementary school and a junior
hign addition.

Waubay: The facilities are dgenerally inadequate and in some
areas totally unfit for classes. All of the eight buildings
used to house the school's program have a low rating from
the sState Fire Marshal.

Wood: The district ope.'ates six attendance centers. The five

T rural elementary centers are of frame construction except
the six room concrete-stucco school at Witten. The K-12
center at Wood uses a community gymnasium-auditorium for
physical education. Two wood structures adjacent to the
high school are used for music, Headstart, Title I remedial
programs, and kitchen-lunchroom. A quonset hut is used for
industrial arts. There is no indication of lack of class-
room space.

An assessment of the above reports indicates that about one-half
of the districts have school building construction needs. Five of the
districts, Brandon Valley, Hill City, Jefferson, North Brown, and Waubay,
might be described as having critical needs. The data from Table 11
showed that neither Waubay or North Brown have added new instruction
facilities Since 1953,

The reports indicate that in general the larger communitieg have
had active building proyrams for schools that have provided facilities
at an acceptable rate. Major preblem areas exist in many rural areas,

A ]

ERlC &




Q

ERIC

Aruitoxt provided by Eic:

174

.especially those with .stable or Jdeclining enrollments, and in growing

enrollment districts usually located near the larger cities.,

state Enrollment Projections

Long-range planning %o meet school building construction needs is
necessary for sound decisions. Basic to such planning are enrollment
projections, a highly technical undertaking founded on many types of
data. It 1s beyond the scope of this report to make detailed projections;
however, the resuits of previous studies and recent data from the
Bureau of the Census provided some insights concerning future school
building construction needs.

School Enrollments

in 1968 a comprehensive study of education in 3outh Dakota was
concluded, l¢  rhe study included enrollment projections for grades
1-12 of the public schools ny county and in total through 1977-78.
The proiections indicated yearly totals as shuwie in Table 12, The
trend in the four yvears of actual errollinents shown in the -data of
Table 12 is a much slower decrease than projected. The actual enroll-
ment reported tfor 1371-72 was 160,283 or slishtly over a six percent
greater nunber of students than expected., 3uch a variance from the
projentions could mean a substantial change in the variables that de-
termine enrollments. It would seem imperative that the "1968 study"
be updated and the implications studied carefully. The predicted
rapid decline in enrollments from thu"lOGB study" projecticns would
indicate a decreasing need for new “school buildings nn a statewide
basis if they'are accurate.

TABLE 12. Actual and Frojected Enrollments for Grades 1-12 of the
Public 3chools ¢f south Dakota, 1968~6y through 1977-78

Year Actual bnrollinent Projected Enrollment
1368~6Y 162,393 162,800
1369-70 lel,454 160,119
1970-71 . 161,920 155,987
1271-72 160,283 151,127
107273 - 145,458
1973-74 -—- 139,310
127475 - 133,692
1975=7¢ “—- 129,032
197677 .- 125,161
1)77“78 - o -y 1211716

- rtrmge: g aua

3OURCE: 3ee fontnote L1 and from the Educational Statistincs Dtiﬁfﬁ'
1768-69 through 1)71~72 of the S.D.I.
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Impact of Migration

State total enrollment trends can be -deteiving as a measure of
school facility needs. -When people move, they leave usable school
buildings behind and create new needs where they settle. The reasons
for migration are typically economic. While moving may satisfy personal
needs, it often creates new problems for local government. When needs,
such as school facilities, are locally financed, it is sometimes
difficult for the system to quickly provide them.

The 1970 Bureau of the Census population studies for South Dakota
provided statistical evidence of economic area migration betweer 1965
and 1970. The outline map on the following page shows the five
economic areas designated for South Dakota. In Table 13 are presented
the data for migration patterns for these areas. '

Data in Table 13 show a net loss in population in every
economic area of the State between 1965 and 1970. Net losses were
greatest in the western and central areas. The inter-area migration
data is indicative of the level of movement but does not provide infor-
mation on intra-area population changes. However, it is probable that
population movement within the economic areas was as great as between
areas. Any accurate estimate of long-term school building ngeds will
require continuous study of migration trends both at the State and
local level.

The amount of migration shown by data in Table 13 portrays the
ease with which people change locale in our society. Tuis practice
lends further support to the concept of a broad based responsibility
for providing public services, including school facilities,

TABLE 13. Migration in the U.S. Bureau of the Census Economic Areas of
South Dakota, by Sex, Between 1965 and 1970.*

Area Male Female Total
Into From Into From
1 14,557 20,528 12,189 20,120 -13,902
2 6,984 12,795 7,740 12,534 -10,605
3 4,032 8,812 3,821 9,307 =10,266
4 6,189 7,533 5,579 7,345 - 3,110
5 12,578 15,567 13,057 15,750 - 5,682
'I‘Otal "43'565

SOURCE: U.S. Bureau of the Census Poptlation Study, Table 2, 1970,

. QL
« * Data is based on 15 percent sample. f.w;
ERIC 4
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CONCLUS LONS AND RECOMMENDATIONS OF THE STUDY

Conclusions

Major conclusions from findings contained in this study served as
a basis for recommendations for financing school building construction
in South Dakota. '

st

1. The present system of financing school building construction
in south Dakota, through constitutionally limited, super-majority approved
local bond issues, or limited local pay-as-you-go levies, is not equi-
table either in terms of meeting needs or level of tax burden.

2. Statewide agyregate statistics do not indicate the wide range

in school building needs, tax effort, and tax base which exist in the
various school districts.

3. South Dakota has adequate resources to finance needed school
building construction, but not all of the school districts share this
capacity.

4. The prevalence of pay-as-you-go instead of long-term debt
programs is a deterrent to meeting school building construction needs.

5. Unsequal educational opportunity in South Dakota is fostered by
inadequate school buildings in some districts. Students in small-town,
low-enrollment districts are most handicapped by the existing programs
for financing school building construction.

6. While efforts in the State Department of Instruction to gather
and analyze data have been commendable, the results fall short of what
is needed to ascertain properly the inadequacies of and future needs
for school building facilities in the State.

7. Economic and educational opportunity are both factors in
migration patterns. Since these two factors are not independent of
each other, the economy can be positively influenced by a stronger
State role in education, including school building construction.

Recommendations

1. At the first opportunity, the constitutional ten percent debt
limitation on school districts should be rescinded. It has no practical
value and would provide a harmful barrier if a true need existed for
debt beyond ten percent.

2, Additional staff time in the State Department of Public
Instruction should be allotted to studies of school building construction
needs. The present regulations concerning needed reports from school

-
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districts should bLe given the force of law with appropriate penalties
for failure to comply. '

3., A study should be sponsored by ths 3tate to determine the
current and projected needs for school building construction and to
examine the factors that cause people to migrate.

4., The feasibility of reorganizing school districts that have
extremely low enrollments and/or an inadequate tax base into more viable
units should be studied.

5, ‘the rtate government should develop a deeper sense of respon-
sibility for public education and a better understanding of the importance
of schoo! facilities to educational opportunity.

6. A specific recommendation for State action is based upon two
model programs developed in the report of the National Capital outlay
study, 13 4 cemponent of the National kducational Finance Project. The
twu svlected programs feature variable grants computed on the basis
of state recognized project costs, and a debt service grant program that
recogniz..s prior effort for s~ ool buildings.11 the salient features
of the two model programs and how they might he coordinated to totally
serve South Dakota arz as follows.

variable Grants for iew Construction. This program would operate for

approved building proje~ts in much the same manner as equalization funds
are distributed to school districts. Districts that wished to spend
beyond that amount approved by the state would be responsible for the
additional <osts. The immediate obligation of the Itate would he to
match the non-debt funds providea Uy the district in the appropriate
ratio. Borrowed funds used by the district would be shared through the
debt service program to be explained later.

Major aanntages of this plan are:

a. A substantial amount of fiscal responsibility would remain at
the local level.

b. The incentive feature of state aid for school buildings would
encourage effort in local distraicts,

c. The .tate would have a contrul featu+re on the quality and
location of school huildings which would contribute te
afficient district organization.

d. Local property tax relief would he possible through the use
of equalization grants. 3ince schocl Lbuildings are a vital
part of educational opportuvnity, there is a strong rationale
tor state aird to building projects to Le in the same pro-
portion as that which is given for current operation exXpenses.




Negative feat.res of the variable grant plan include the possi-
bility that even .i.th state aid a district might have to acquire an
excessive debt. A s~cond concern has to be the subscantial amount of
funds the State would have to provide. South Dakota's present State
tax system would reguire revision to meet this burden but this seems
to be a reasonable exchange for an equalization program on lucal property
taxes for school buildings. .

Equalized Grants for Debt Service. - Since the variable grants
recommended in the previous section applied only to non-debt funds for
new construction, there is need to recognize existing and new debt
programs for school buildings. A debt service grant projram is recom-
mended which would provide funds to aid districts in meeting bond and
interest payments for approved or existing buildings. Guidelines would
need to be applied to existing buildings to determine what portion of
their cost would have been originally approved. The State would

participate only in payment of the approved portion of the unpaid
balance.

since the cutstanding bonded debt for all school districts was
only 40 million dollars in 1971-72, the annual grants for existing
debt service would not be a major burden on the State budget.

.Important advantages of this companion program to the variable
grant plan are:

a. The resistance of the people to debt programs need not be
violated since the grant concept applies to both borrowed
and cash funds.

b. Equalization is a feature of this program as it was in the
variable grant program recommendation.

c. Prior effort to provide buildings is recognized.

7. A recommended supplement to the above program would be for the
State to play a stronger role in helping school districts borrow funds.
Possible aids would be to establish a State bonding authority which
would purchase or supervise the sale of district bonds. A simple but
effective aid is to legally guarantee the debt Service payments on
bonds by having the State meet the obligation from any defaulting
district's state aid. A third and more controversial aid for economical
norrowing would be to create a State funded revolving loan fund to
serve those districts that might be forced to pay ev:essive interest rates
on bond sales.

In terms of South Dakota's future economic and cultural growth, ‘it
may well be that these are crucial times. The concept of localism for
education or, "its not our problem" attitude by state government, must
be foregone. South Dakota should accept its rightful role of leader-
ship and responsibility for aiding and ehcouraging needed school
building construction. Such action helps equalize educational oppor-

tunity and creates an environmant COﬁ?ﬂE’U‘ to people and industry.
o R )
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AN ANALYS LS AND ASSESSMENT OF sSOUTH DAKOTA'S

PUPIL TRANSPORTATION PROGRAM*

The general cmphasis of this study centers on transportation pro-
gram efficiency, the distribution of transportation support, provisions.
for serving clientele needs and overall program structure. The report
contains a topical presentation of the background and philosophy of the
program, magnitude of the program, pupil transportation expendztures,
description of the program, program and cost comparisons, and conclusions
and recommendations for program changes., 1Included in the study is the
present status of school transportatiorn and its funding as well as recom-
mendations for alternative methods of funding transportation programs.

Background and Philosophy
of the State Transportation Program

The residents of South pakota are engaged primarily in the produc-
tion of agricultural goods and services. There are broad expanses of
land used for the purpose of raising cattle or for the production of
grain. Population density in Soath Dakota, therefore, is one of the
lowest in the United States. Except for the southeastern region, and

to some extent the southwestern region, the state is rather sparsely
populated.

These conditions influence the nature of transportation problems
which local school districts provide for their pupils. The density of
the transported student population is quite low in most school districts,
whatever measure of density is used. Many regular bus routes extend a
considerable number of miles over the geographic region the school dis-
trict encompasses. There are several instances where reqular district
transportation cannot ke provided for pupils living great distances from
attendance centers because it would be uneconomical or because weather
conuitions will not allow bus passage. Where regular transportation ser-
vices cannot be provided, parents or guardians are often required to
transport their own children or pupils must board close to a school atten-
dance center or close to a regular bus route.

On the basis of past research on pupil transportation programs and
a knowledge of the conditions which affect transportation services in
South Dakota, some tentative hypotheses could be made relative to pro-
gram costs. A high density of transported pupil population sudgests the
hypothesis that average per pupil costs will be low and average costs per
mile will be high relative to other ¢ “nstant factors. Since South Dakota's
density of transported pupil population is low (sparse), the logical pre-

*A Study performed by Lloyd E. Frohreich, University of Wisconsin,
idadison, f)(} a
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diction would be that its average per pupil cost would he high and its
average cost per mile would be low relative to other states. An exten-
sive discussion of these variables and data gathered on standardized
costs will be presented later in this report.

Responsibility for administration of local programs and a determina:
tion of pupil transportation services in South Dakota largely resides
with individual school districts. The State-School District relationshigp
is characterized by the autonomy of local districts which is evident in
most major areas of policy and administration of local pupil transporta-
tion services. Policies regarding the degree and level of service to be
offered within the district, eligibility rules, provisions for regular
routes, and bus usage are made primarily by local school boards. Other
matters relating to the provision and procurement of equipment and supplies,
the employment of transportation personnel and the management of the dis~-
trict transportation budget fall into the realm of local juris<diction but
within state guidelines.

As an example, the State mandates no provisions for the transporta-
tion o€ pupils who are at a higher level than the eighth grade. If
local school districts wish to provide transportation services for pupils
in grades 9-12, they may do so and such services will be reimbursed
roughly on the same basis as services to students in grades K~8. The
rationale behind this policy is that compulsory education extends through
age 14 in south Dakota, therefore, the establishment ¢f education and any
decisions on services related to educaticn beyond age 14 should be rele-
gated to the local district. -

Fhe State, on the other hand, provides funds and establishes broad
standards and minimum qualificaticns under which transportation services
may be provided at the loral district level. The provision of funds on
a reimbursement basis to local school districts includes the -approval,
disbursement and adjustment function.

The philosophy of the State regarding its relationshp with local
school districts on matters concerning transportation services is embodied
in the following statement found in the chapter on "School Transportation
Services" in the Administrative Manual for South Dakota Schools and pub=-
lished by the Stute Department of Public Instruction.

The State Board of Education has not established specific
rules and regulations concerning the transportation ser=
vices for school c¢hildren. Rather the jurisdiction and
application of such matters has been left to the school
boards to administer their own programs within the frame-
work establighed by the Legislature. The school board
should adopt a policy covering the trangportation services
to be provided all nupils.




Approximately 19.6 million or 42.2 percent of the nation's children
are transported to and from school by bus. The cost of busing (includ-
ing replacement of vehicles) has been estimated roughly to cost $1.5
billion per year thus placing school bus operations as a major economic
consideration among school district services. These figures wake school
busing the greatest single transportation system in the country.

As the history and statistics of busing indicate, the greatest de-
mand for busing has come from the rural states, such as South Dakota,
where population is sparse and the consolidated schoul district is typical.
There are many states which transport almost 100 percent of those rural
pupils who meet distance standards set by the state. The state pupil
transportation program and jits economic impact both on the taxpayer and
on those it services require that it be structured and programmed to meet

, clientele needs and that it be both economical and efficient “in providing
; services, The foregoing remarks set the framework within which this study
' was completed and the direction of recommendations for improving the South

Dakota transportation program.

Pre:ent and Projected Magnitude of the
Transportation Program

One component in this study was an examination of the past and
present magnitude of the pupil transportation program with the intent
of using trends as a portent of future magnitude and need. Therefore,
evidence will be presented indicating the past and present numbers of
pupils transported, students transported as a percentage of all students
enrolled, past and current transportation expenditures and changes over
the past four years.

Pupils Transported

Total public school children transported by both publi¢ and private
carriers over the most recent four years are shown in Table 1. Rider-
ship increased 5.47 percent over 1970-71., Total ridership increased 28.4
percent (+12,128) between 1968-69 and 1971-72. The major portion of the
increase in riders was by private carrier which increased ridership 46.77
percent (+6,384) as contrasted with an increas: of 19.79 percent (+5,744)
in pupils transported by district owned vehicles.

To present an accurate picture of the relationship between pupils
transported and pupils enrolled in the public gchools of the State, the
enrollinent pattern over the last four years is presented in Table 2.

The table also shows the percentage transported pupils is of total state
public gchool euwrollment each year.
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TABLE L. Total Public school children Pransported By Public
and Private Carriocrs, 19680-69 ‘Phrough 1971-72

e L S L L L I I T T L I LD T L T R TTTI T T

carrier . 1968-6Y 196970 1970-71 1971-72
public ' 29,019 31,709 33,781 34,763
Private 13,650 15,541 18,176 20,034
Total 42,669 4'7,250 51,957 54,797

% increase over
previous year 12.04% 10.74% 9.96% 5.47%

TABLE 2. Public School Enrollment and Number of Riders as a
Parcentage of Enrollment, 1968-69 Through 1971-72

1968~69 1969~70 1970=-71 1971«72
Total enrollment 173,791 172,616 173,006 171,636
% increase or decrease
over previous year ~1,06% -.68% 0 23% =.79%
Ridership as % of
Total Enrollment 24.55% 27.37% 30.03% 31.92%

the figures in Table 2 reveal a pattern that is rather typical of
the relationship betweenh anrollment and ridership in many states. Sev-
aral states are experiencing a stabilization or decline in pupil enroll-
ment while the magnitude and purcentage of riders to snrollment continues
to rise. These data are evidence that this phenomenon is occurring in
south Dakota. States are reducing mileade limitations ond increasing the
population base of students who arn cligible for bus transpertation. The
addition of private and parochial schnol pupils to eligibility lists and
the inercased use of school buses to promote integration also have«zausef
ridership to increase. ' 1
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tiow long the trend of increases in the percentage of transported
pupils in South Dakota will continue cannot be determined with the
present information and data. It may be assumed, however, that if
qualifications for ridership lessen (i.e., mileage limits are reduced)
or if more students continue to qualify under the umbrella of school
board policy relative to the transportation of high school students or
private school students, the percentage of enrolled students who are
eligible for transportation will place an increasing load on the trans=-
portation budget of school districts and the State.

Pupil Transportation Projections

With the data on students transported as a percentage of enrollment
and with some tentative judgments on projected enrollments, some tenuous
projections were made of the number of pupils who will need transporta-
tion in the 1mmediate years ahead. .

TABLE 3, Projected Public School Enrollments and Number of
Transported Pupils, 1973-=74 Through 1976-77

1973-74 1974-75 1975-76 1976-77
Projected Enrollments! 168,221 166;539 164,874 163,226
projected Ridership? 57,061 58,155 59,223 60,263

1Projected Lnrollmants are Based on a One Percent Decline in Enrollment
Each Year

2Projectcd Ridersnip is Based on a One Percentage Point Per Year tncrease
in the Percentage of Riders to Enrollment

Making some very weak assumptions about the trend in enrollmants
over the next four years, the data in Table 3 are presented with the ex~
pressed cautions in mind. It was anticipated that enrollments would Jde=
cline approximately one percent per year over the next four years. wWith
the drastic reverse in the birth rate in this country and in South Dakota,
the projected decline in enrollment may be too conservative., Certainly
no one balieved this country would reach a gtate of zero population growth
by 1973, but the facts are irrefutable. 1If further birth rate declines
are experienced in South Dakota, these projections will be of little value.

AL
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rhe projections on ridership as a percentage of total enrollment
are based on a one percentage point increase cach year. The rationale
for this percentage was that school boards will continue to increase
the eligibility of more students as further consolidations take place.
There 1s no assumption of reduced mileage limitations built into these
projections. If the state should decide to reduce mileage limitations
from the present 2 1./2 miles for either clementary or high school nupils.
then these projections are low. Other changes in State legislation,
state policies or local school disteict policics would alter the projec-
tions. The Transportation Office of the Department of Public Instruc-
tion should watch these factors closely as it plans future operations and
budgets.

Both state and local public school officials are in a somewhat
unique position; this is the first period in history during which
public school officials have not had to be concernad incessantly with
increasing enrollments and the attendant problems associated with rising
birth rates. Stabilized birth rates should bring on an era in which
schools can plan, implement and allocate resources to programs on the
basis of equity, merit, benefit, and equal opportunity without expending
scarce and valuable time on recurring building programs or on other de-
cisions related to the demands of higher enrollments.,

Pupil Transpoxrtation Costs

An important dimension of the magnitude of a pupil transportation
program is its cost., The total pupil transportation costs incurred by
the school districts in South Dakota broken down by type of school dis-
trict and by type of ownership for the years 1968-69 through 1971-72
are shown in Table 4. Certain local costs are not shown and are not
included in these data. Those costs in both Common and Independent
School Districts associated with the transportation of pupils on regu-
lar approved routes are the only costs shown. The illustrated cost
data depend on the determination of local school hoards as to what con=-
stitutes a regular approved bus route. If the route is extracurricular
related and does not fit the school board's policy of a regular approved
route, these costs are not included. The State only reimburses that
share of local district costs which the school board has designated as
relating to a regular route.

The rate of increase in total pupil transportation costs has de-
clined in more recent years; however, total school district costs for
transporting pupils over hoard--approved regular routes increased ap-
proximately $1.86 million or 44,1 percent during the last four vears.
Total costs for contractual operations increased $870,313 or 52.7 per-
cent while total costs for district owned operations increased $993,652
or 38.5 percent over the same period, A trend toward a greater reliance
on contract opsrations in South Dakota over the last four years is evi-
dent from these data.

Q . 4 Y3
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When the rate of increase in total costs is compared with the rate

of increase in .ridership of public school students, total costs increased
faster than ridership increases over the four year period, but not markedly
faster. The data in Table 5 reveal that total costs increased 28.4 percent
and number of pupils transnorted increasced 44.1 percent over t§° same time
period. Under the assumption of a five percent per year rise in prices the
differential of 15.7 percentage points may be explained easily by the in-
flation factor.

TABLE 5. Public Transportation Costs Compared With Pupils Transported,
~1968-69 Through 1971-72

1968-69 1969-70 1970-71 1971-72
Total Costs 54,228,917 $4,833,004 $5,636{254 $6,092,882
% Increase Qver :
Previous Year - 14.28% 16.62% 8.10%
Number Transported 42,669 47,250 51,957 54,797
% Increagse Over
Previous Year 12.04% 10.74% 9.96% 5.47%

Data on the number of private and parochial pupils transported in pub-
lic vehicles at public expense were not available; however, transportation
of these pupils is not extensive in South Dakota.

The maximum annual state transportation aid to local school districts
was fixed at $3 million by the State Legislature in 1971, therefore, data

showing a trend on changes in state transportation expenditures would be
fruitless.,

Further unit cost data standardized for comparison purposes will be
presented later in this report.

Description of the Program

The South Dakota Department of Public Instruction-Transportation
bDivigion receives a yearly transportation report from each school district
in the State regarding tha number of pupils transported, transportation
costs and mileage data. These data are used to calculate reimbursement

it}
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costs distributed to lecal school districts the following 'school year.
Essentially, state reimbursement is based on costs for any of the follow-
ing local programs,

1. The school district may operate district owned buses and
be reimbursed by the state in accordance with the distribu-
tion formula for district operations.

LN The school district may contract transportation services with
the private sector and be reimbursed by the State in accordance
with the distribution formula.

3. School districts mey enter into an agreement with parents for
transporting children when either district or contracted ser-
vices are not available. The school district is reimbursed
partially for these costs on the basis of a specified formula.

4, School districts may enter into an agresment with parents for
room and board expenses when either bus service or parent
transportation is not practicable. The school district is re~

imbursed partially for these costs according to a specified
formula.

pProvisions and details for each of these options will be discussed in
the ensuing paragraphs. It should be noted that State reimbursement is
based on 50 percent of the net costs of operation with a ceiling of $3
million available from the State for all school district transportation
costs. Thus, if 50 percent of the total net costs of operation in the

State exceeds $3 million, each school district will receive a prorata share
of the $3 million.

Reimbursement for Listrict-Owned Bus Operations

The State formula reimbursing school districts operating district
owned vehicles may be eXpressed in the following words.

State transportation aid for school district owned bus
operations equals 50 percent [(vistrict costs minus de-
ductible receipts) times the ratio of miles traveled for
school purposes to total miles traveled), provided the state
aid does not exceed 18 cents per mile.

There are several compcnents of the formula which need defining.
District costs include costs for the following items.

1, Salaries of bus drivers and those school personnel
connected directly with the transportation program.

2. Vehicle depreciation per year equal to one/eighth of
the vehicle's original cost for a maximum of eight years.

opA Y
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3, The total rost of a ¢ lool dinirict's transporration
) insurance promiums with no limitations.

4, Vehicle operating, maintenance and repair costs such
as gas, lubricants, tires and repair {arts - district
or private operations.

5. The costs of renting yarage facilities from private
enterprises,

Another variable in the formula is deducti! . receints which are re-
ceipts other than State ‘transportation aid which are used to defray the
costs of a district transportation program, i.c., reccipks from parents,
other districts, and federal programs. 'the purpose of deducting receipts
from total operating costs is to prevent State rcimbursements for costs
already covered by another receipt program. "

The ratio of bus miles traveled for schiool purposcs to total miles
traveled for all purposes is a variable which i+ inten:dlod to allow only the
calculation of costs for transportation mileaqyo .uproved by local school
boards. Mileage for school purposes is defincd us thos: miles traveled on
a regular basis to transport pupils to school and biack home and to trans-
port students between attendance centers. The mileage ratio for all dis-
trict-owned vehicles in the State in 19471l-7Z was .895 (11,859,206/13,254,702).
The ratio for all privately-owned vehicles in the Statc in 1972-73 was .950
(6,234,878/6,566,290),

Students eligible for transportation under the provisions of State
Statutes and the reimbursement formula include the following.

1. local school district must provide transportation for
all elementary nupils (grades K-8) living 2 1/2 miles
or more from the nearest attendance center.

2. At the discretion of the local school hoard, transporta-
tion services may be provided for students in grades 9-12
living in excess of 2 1/2 miles from the attrndance center.
Such service is not mandatory, but if provided, the costs
may be counted for state aid purposes. Approximately 90
percent of the local schooul districts provide transportation
service for high school students,

3. At the discretion of the local school hoard, transportation
services may be provided for students altending non-public
schools within the district. such scrvice is not mandatory,
hut 1f provided, the costs may be counted for state aid pur-
poses. There are no provisions for the State reimbursement
of non-public schools that provide their own transportation
service.




Reimbursement for Contracted E:s Operations

Local school districts may contract with private concerns to provide
bus service for those student: who qualify and were identified in the pre-
ceding section of this report., The sState formula for reimbursing school
districts is the same as the one used for reimbursing local districts which
sperate district-owned buses and was defined in the previous section. The
total amount of the contract with private carriers constitutes the cost of
operation which school districts incorporate into their total costs. State
statutes mandate that purchases and services which exceed $1500 for any one
service or item must be placed on open bid. Thus, most school districts in
south Dakota are required to place contracts for transportation services and
the purchase of buses on open bid.

Reimbursement for Transportation Services
- Provided by Parents

School districts may enter into an agreement with parents for trans-
porting children when either district or contracted services are not avail-
able. Mileage paid tu parents by local districts is mandated when local
district service is not available for the transportation of students below
_the niath grade and is at the discretion of the school board for students
in high school.

Reimbursement by local districts to parents is in the amount of 8 cents
per mile for each mile in excess of 2 1/2 miles each way in transporting
the child to and from school, provided that no travel allowance shall excead
the limit of seven hundred dollars per family. State reimbursement of these
costs is provided at the rate of 50 percent ¢f the approved costs for re~
imbursing parents. Thus, if it were dctermined that a family would receive
$500 from the school district for transporting their children to school, the
Sta-a would reimburse the district in the amount of $250.

Other provisions for the payment of mileage to parents and families
include the following!

1, 1f a child lives further than 2 1/2 miles from the bus
stop of a regular route, tlie parent must be paid for any
mileage in excess of the 2 1/2 miles necessary to trans-
port the student to and from the regular bus stop.

2.- A family cannot be paid mileage for attending a parochial
" school but mileage can be paid for children who are dual
enrolled in a public school and a parochial school.

3. Mileage cannot be paid to families for extra trips which
the School Board does not deem necessary. The School
Board has the discretion to determine the number of trips
which are necessairy and mileage shall be paid.
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Reimbursing Families for Rooum and Board
in Lieu of Transportation Scrvices

Local school districts may reimburse families for room and board costs
which are necessary because of the absence of district transportation ser-
vices and because family provision for transportation services is either
impossible or impractical. Again, provision for transportation services or
room and board is mandatory for students in grades K-8 but at the discretion
of the local school board for high school students.

The rate of reimbursemert to families for room and board costs is de-
termined by the school board. There is no statutory limit on the amount
a school board may reimburse a family for room and board costs. State re=
imbursement of local districts amounts to 50 percent of the board approved
costs for providing room and board.

Other Transportation Program Provisions

1. One school district may contract with another school dis-
trict to furnish bus service but may use only district-
owned vehicles.

2. A school district may transport non-resident pupils to
district facilities provided charges for such transporta-
tion are levied against the district in which the pupil
resides. The minimum costs charged for transporting non=
resident pupils shall be equal to the average adjusted
transportation per pupil cost two years prior. For ex=
ample, the minimum charge for transporting non-gcesident
pupils in 1972-73 was $98.00 per pupil. This amount was
based on the average adjusted per pupil cost of $98.11
in South Dakota for district owned vehicles in 1970-71.

3. State reimbursement of local school district transportation
costs in any given school year is based on the reimbursement
allowances calculated by the State for the previous vear.

To illustrate, State reimbursement allowances for local costs
in 1972-73 will be received by school districts in the
1973-74 school Year. '

4. The school board of the school district, after the assign-
ment of any exceptional child having school residence
within the district, shall provide transportation servires.
Mileage allowances to families may be made in lieu of dis-
trict transportation.

5. Local school districts may participate and purchase vehicle
tires through a tire bid provided for at the State level.

oA
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Bus Driver Qualifications, Vehicle
safety Provisions and Safety Records

South Dakota state law stipulates that operators of school buses
must meet certain personal, physical, knowledge and skill requirements
before she or he can be licensed to drive a school bus. The minimum and
maximum ages a person can be licensed to drive a school bus in South
Dakota are 18 and 65, respectively. School bus drivers must secure a
medical certificate each year which attests to their physical status.
drivers must pass a knowledge of laws and vehicle skill maniuplation exam-
ination which gives them a license good for two years and the year in which
issued or a total of three years, depending on when the license is issued.
The bus driver's license is issued annually by the county auditor of schools
who recently replaced the county superintendent of schools. There are no
provisions for school bus driver training courses under the present law.

State law also provides that school buses shall be inspected at least
annually by the Division of Highway Patrol which issues a certificate that
must be displayed in the vehicle. These inspections are free to public and
private ‘owners of school buses.

A bulletin entitled MinimumwStandards for the Construction of School Bus
Chassis and Bodies in South Dakota is published by the south Dakota Depart-
ment of Public Instruction. The specifications and minimum standards set
forth in this bulletin were adopted by the South Dakota State Board of Edu-
cation and must be met by every vehicle, new or used. These specifications
would appear to meet the letter and intent of the "Standard 17 Requirements"
recently prescribed by the Transportation Office of the Federal Government.

School bus accident reports are made to the Consultant for Transporta-
tion of the 'state Department of Public Instruction. safety records are com-
piled by the State each year and reported to local school districts. In
Table 6 are reported the accident statistics for the years 1968-69 through

1971-72 .
TABLE 6. Statistics Related to' School Bus Accidents, 1968-69
Through 1971-:2
1968-69 1969-70 1970-71 1971-72
Number of &Acidents 52 59 58 54
Total Property Damages $12,950 $10,968 $ 8,234 $11,316
# of Pupils Injured 16 20 18 20
# of Pup.ls Fatally Injured 1 0 0, 0
# of Pupils Killed 0 1 0 0

The accumulated four-year safety record, according to the figures pre-
[ERJ!:( sented in Table 6, reveals that accidents occurred at the rate of 340 per
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100 million miles traveled, property damage occurred at the rate of

566,335 per 100 mdllion bus miles, puni) injuries occurred at the rate of
112.3 per 170 million miles, and punil fatalities occurred at the rate of
3.05 per 102 million bLus miles.  These rates are somewhat above the national
average rates but not significant'y «.ove, Although there appears to be no
cause for grave concern, any pupil injury or fatality in a school bus acci-
dent is a deletoriaus matter. Every ctffort should ‘¢ made to determine what
caused these accidents and steps taken to prevent recurrences. states con-
stantly shoul! he aware of safety records and means of reducing pupil-
transportation related accidents.

Other data related to the safety factor of pupil transportation pro-
grams consist of comparisons hetween insurance premiums paid by local school
districts and total claims collected on bus transportation accidents.

These data and comparisons are shown in Table 7 and reveal that insurance
premiums have risen $48,387 or 57.62 percent. while total claims collected
have been inconsistent from year to year, ranging from 316,624 in 1969-70 to
$31,961 in 1970-71.

TABLE 7. Insurance Premiums Paid by School Dictricts Compared With
Total Claims Collected, 1968-69 Through 1971-72

1968-69 1969--70 1970-71 1971-72
Insurance Premiums Paid $83,971.70 $97,334.84 $117,675.09 $132,359.07
% Increase Over
P!‘eVLOUS Yea!‘ 4047% 15091% 20090% 12048%
Total Claims Collected $25,225.14 $16,624.04 $ 31,961.71 §$ 20,979.64
% Increase or Decrease
Over Previous Year 4.66% -34.09% 92.26% -34,36%

Program and Standardized Cost. Comparisons

Th: hazards and inadequacies of generating program and standardized
cost comparisons of school transportation systems are multitudinous. There
are inadequacies with each system of cost accounting and with the unit cost
systems that have been used in the last fifty years. It is difficult to de-
termine exactly what is or should be included in a standardized transporta-
tion cost variable that could be used for making comparisons. Are all de-
preciation, carital outlay, drivers' salaries, maintenance, operating, and
insurance costs a part of a unit cost determination? wWhen program costs are
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generated do they include all programs such as the transportation of special
education pupils, summer session.students, kindergarten students, vocaticnal-
technical students, and federal program related students? These are complex
questions and very few states keep program and cost records adequate enough
to provide data for making comparisons.

Standardized Cost Variables

Following are descriptions of the more common standardized cost
variables school districts compile and a few of the advantages and dis-
advantages of each.

Average Cost per Pupil is derived by dividing total transportation costs
in a school district or a state by the number of pupils transported. The
fallacies of this calculation are that it does not take into consideration
the density of population, miles the student is transported, number of school
days, or traffic conditions. A comparison of district or state per pupil
costs would have to consider each of these factors to make any valid com-
parison judgments. Der pupil costs generally are going to be more if the
density of the transported student population is less, students are trans-
ported more miles. traffic congestion is heavy, and the number of school
days is greater relative to other transportation programs,

Average Cost Per Mile is derived by dividing the total transportation
.costs in a school district or state by the number of miles the buses travel
in a year. standard cost compa.:sons using cost per mile fail to take ac-
count of density of population, number of pick-up points, number of students
transported, or traffic congestion. Costs per mile are likely to be higher

if the density o the transported pupil population is greater, number of
pick-up points per mile is greater, and traffic congestions is heavier rela-
tive to other transportation programs.

Average Cost Per Day does not consider the number of pupils transported,
density of the population, number of pick-up points, or traffic congestion.
Cost per day units are likely to be higher if the number of pupils is greater,
density of the transported population is greater, number of pick-up points
per mile is greater, and traffic congestion is heavier reslative to other
transportation programs.

Each of these variables has weaknesses but can be made more viable for
comparison purposes if the comparison takes into account those factors that
influence its cost. Average cost per pupil data may be comparable if one
takes into account (holds constant) the factors that influence its magnitude,
i.e., number of school days, density of transported population, geographic
price levels, etc. One way of holding a factor constant is to include it
in the calculation., The cost variable "average per pupil bus mile" stan-
dardizes two units on a cost basis--number of pupils and miles transpor:.»4.
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However, this cost unit is so infinitesimal that it seems ludicrous to
those analyzing comparisous. By far, the most efficacious means of makind
comparisons is t¢ gather data on all factors that influence cost and then
compare the unit costs in a mode in which tactors thoc impinge on costs
are relatively squal or are held constant. Unfortuiately, few states com-
pile comprehensive data, thus making comparability a futile exercise. The
arguments avainst gathering data »n all relevant transportation factors
centers on the expensc of such data jathering processes and the utility ¢f
the cost units after they are calculated. The latter argument seems a bit
out of place in this day and age of accountability, efficiency and economy-
in government, particularly if it can be shown that he resultant savings
will exceed the costs of data compilation and analysis.

In summary then, there are many factors that influence the cost
variables used by school districts and states to make comparisons. The
following list is presented to indicate those factors that have been men<
tioned plus other factors that should be given more attention.

Number of school days Geographic price differentials
Number of pick-up points per mile Eligibility mileage limits
Dénsity of transported population Number of buses

Number of pupils Number of trips

Nimber of milesg Bus capacity utilization
Travel conditions

Standard Program Units

The program of standardized cost variables is ~ompounded by a lack of
comparability among program units. Unit cost: cannot be judged adequately
when it is not clear which program(s) were inc'uded in the cost data. The
following transportation programs are examples of how certain programs may
be broken out or included in cost figures.

Summer School Program

Ragular Program

Kindergarten Program

Special Eduacation Program
Vocational-Technical Education Programs
Federal Programs

Extracurri-mlas Programs

The extent and complexity of each progr:a and the number of different
transportation program units will depend on pupil-transportation laws and
policies relative to pupil transportation accounting requirements in each
state.

The comparability of cost variables is made even more complex when
there is lack of oJreement on those trangportation account variables that

Al
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Maintenance Cost
Operating Costs
Drivers' Wages
Aides' Wages

Capital Outlay

are included in total costs,
variables that illustrate another set of factors which muddy the water of
transportation cost variable comparability.

Supervisors' Wages

Listed below are transportation account

Debt Retirement-Principal and
Interest Costs

Insurance Costs

Driver Training Costs

Inspection Costs

Licensing Costs

Depreciation Costs

The list is not complete but illustrates standard cost units are not
comparable between and among states and school districts unless efforts
are made to standardize and control the variables that influence costs.

Cost Comparison Survey

Recognizing the preceding qualificationrs as limitations of cost com=
parability, cost data from other states were secured for the purpose of
making a few generalizations about South Dakota's transportation costs rela-
tive to othur states. The survey included essentially those states which are
participating in National Educational Finance Project studies. A question-
naire was distributed which requested the transportation divisions in each
state to report three cost figures: average cost per pupil, average cost
per mile, and average cost per pupil per mile. Each state vas reguested to
provide cost data for both public owned and private owned vehicles if such
costs were available. 1In addition, it was requested that the respondent
indicate which programs and account variables were included in the cost data.

The information and data secured from the states were rather sporadic
and incomplete. Few states kept the necessary records to provide all cost
unit data that were reguested. Those that replied and supplied cost data
did not include an adequate explanation of what programs and account factors
were included in the unit cost calculations,

Table 8 represents an attempt to present the cost data that were re-
turned from the states sarpled. The .ootnotes to this table inciude des=~
cription of a state's program as they were supplied from each state.

Program and Cost Descriptions to Accompany Table
A) The daily cost per pupil and the cost per pupil are based on .370-71
figures and include the total cost ot operation, including insurance,

dey:raciation of school buses plus maintenance equipment. In this state
approXimately 92 percent of the buses are district owned and operated.

a. Public and private owned equipment combined
b. Cost per mile for regular program
Q Cs passenger

Cost per mile including the regular pr.’l
car miles, and activ!  trips ot
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Pupil Transportation Costs in Selected states

State and Cost Per
Date Year Pupil rer Cost Per
Year Mile
A $50.048 $.3878P
1970-71 .4379¢
B $38,332 $47, 464 $.4198 $,529
1971-72 51,390 ,669b
43,82¢ 51,39€ .480f .669¢
o
1970-71 $63,03 $,52P
1971-72 57,95b
D $52.25 $.273
1971-72
E $44.85 $.22
1371=-72
F $41.28 $.29
1971-72
G $68,62 $.644
1971=-72 RANGE $52-5112 RANGE  §$.44-$.77
H $48.412 RANGE $39-$351 4,587 RANGE $,45-~81,62
1969-70 75,600 RANGE $44-$200 1.24b RANGE $.,49-$2.71
1 $70,182 $.659
1970-71 91,40b $.90b
J $71,89a
1971-72 65,07b
71.17¢
South Dakoti $102,758 $.336¢
197172 126,47 .301d
.404¢
oy,
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B)

C)

D)

E)

F)

G)

H)

The costs shown are only for regular program routes. The cost of
special trips, Federal program transportation, and summer school are

not included. Approximately 99 percent of all buses are district
owned and operated.

a. Public owned without capital outlay and replacement costs included
b, Private owned without capital outlay and replacement costs included
¢. Combined costs without capital outlay and replacement costs included
d. Public owned with capital outlay and replacement costs included

e. Private owned with capital outlay and replacement costs included

£. Combined public and private owned with replacement costs included

These costs include vehicle purchases. It is not known whether the
costs are for regular programs alone or whether other program costs

are included. Approximately 30 percent of the buses are publicly
owned in this state. :

a. Cost for 1971-72
b. Cost for 1970-71

The costs shown are only those costs approved by a state formula and
paid by the state. Local districts may have to supplement these
amounts. The costs shown are for : .e regular transportation program
only. Roughly 98 percent of the buses in this state are publicly owned.

The pupil transportation cost per pupil includes the bus purchase

price and the drivers' pay. What other costs are included is not known.
The cost per mile does not include drivers' pay. Over 90 percent of

the hbuses in this state are owned by the scho:l districts.

The data for this state include all transportation costs with the ex=
ception of bus depreciation and purchase costs. Nearly all buses in
this state are publicly owned.

This state almost totally supports the transportation costs of local
districts. The costs shown include the cost of new equipment, capital
facilities, handicapped transportation and nonpublic transportation,
Roughly 43 percent of the buses are publicly owned.

The costs for this state include all transportation costs including
capital outlay and a $.07 per mile depreciation factor for district
owned buses. Approximately 33 percent of the buses are publicly owned.
Deadhead mileage was not included in the mileage calculations. The
1969~70 figures make comparisons with other states difficult.

a. Denotes cost on district owned equipment
b, Denotes .costs on contract equipment
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I) Costs include all pupils transported--handicapped, clementary, secon-
dary, those approved who live less than 1.5 miles from school, and
extra-curricular trip costs., Costs of one of the state's metropoli-
tan schooi districts was not inciuded in the calculations. Also, the
costs do not include bus purchasies or debt services. Approximately 53
percent of the state's vehicles are publicly owned.

a. Denotes costs related to public-owned vehicles
b. Denotes wosts related to private-owned vehicles
J) Costs include all pupils transported--handicapped, vocational-technical,

regular, and special. Contract and public owned vehicle costs are in-
cluded. All costs on leasing, capital outlay, depreciation, and in-
vestment allowances on contract vehicles, insurance, administration,
operation, and maintenance drivers' salaries, but storage and physical
exams are included. Costs for extra-curricular trips are not included
and are borne by local districts.

a. Denotes costs for public transportation including contracted
services

b. Denotes costs for nonpublic transportation

c. Denotes the combined costs for public and nonpublic
transportation

South Dakota - Costs include pupils transported on regular routes to resi-
dential schools and back home. Contract and public owned vehicle
costs are broken out. Items used for determining transportution
costs include salaries, depreciation, insurance, operating expenses,
maintenance eXpenses and rental of garage facilities. An extended
explanation of the program was included earlier in this report.

a. Denotes per pupil cost for district owned vehicles for
regular routes

b. Denotes per pupil cost for contracted vehicles for regular
routes

¢. Combined cost per mile for district owned and contract
vehicles

d. Cost per mile for district owned vehicles

Q. Cost per mile for contract vehicles

Any conclusions drawn from the comparisons of data presented in Table 8
would have to be very general. Comparisons between states virtually are im-
possible due to the lack of a standardized method of cost accounting for
transportation programs., For example, it would appear that South Dakota's
average per pupil costs are in excess of those in other states. FExcept for
two or three states, however, the averadge per pupil costs are not comparable
to South Dakota's because most states do not include bus depreciation, ad-
ministration, or insurance in their cost figures. Averade costs per pupil
may not be an adequate basis upon whid1}¥}$9 pare South Dakota with other
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states for the reasons cited earlier relative to density of population. The
average costs per mile may te a more appropriate basis to make comparisons.
The states which appear to he similar to South Dakota in the methods they

use to derive cost per mile are states B, C, and G. Comparisons with each of
tnese states using average cost per mile reveal that South Cakota school dis-

tricts are spending less per mile on the average to operate their buses than
any of the other comparable states. )

The one conclusion that .nay be drawn from these data is that the costs
ot school district owned and operated vehicles appear to be less than the
costs incurred through contracting for privately owned vehicles. Hcwever,
one must qualify such a statemant; many of the standardized cost variables
(average cost per pupil or per mile) do not include purchase costs, depre-
ciation or any profit figure for district owned vehicles. fThe fact that
school districts are exempt from many costs (taxes, licenses, safety in-
spaciiions, medical exams, etc.) which private contractors incur, may add
5 to 10 percent to school district average cost figures. It is probably
that if taxes and other costs incurred by the state were added to district-
owned equipment costs, the standardized costs for privately-owned equipment
would be very similar to those of the local district. The question remains
though of whether the extra costs for profit, taxes, higher prices, ete.,
created by the endorsement of private contracts, are an advancage to the
state or the taxpayers who must pay the extra costs to finance privately-
owned hus transportation operatien.

Comparisons of standardized costs of operation between district-owned
vahicles and contracted vehicles over the last four years are shown in
Table 9. The state average cost per pupil for district owned vehicles rose
from $88.84 in 1968-69 to $102.75 in 1971-72, a 15.7 percent inciease. Cost
per pupil for contract operations rose from $12C.92 in 1968-69 to $126.47 in
1971=72, a 4.6 percent increase. Average cost per pupil mile traveled rose
12.3 percant for district-owned vehicles and 8.3 percent for contract ve-
hicles over the same four year *+ime span. These percentade ‘increases are
most startling in light of cost increases and inflation, as neither stan-
dardized costs for district or contract operations have kept pace with re-
cent increuses in price indices.

The gap between average cost per pupil for district operations and con-
tract operations which was $32.08 in 1968-69 (r36.1%) has narrowed to
$23.72 (+23.1%) in 1972-73. Likewise, the gap between average cngt per mile
traveled for district and contract operations has gone from $.105 (+39.2%)
in 1968-69 to $.103 (+34.2%) in 1971-72. The difference between standardized
costs on district-owned vehicles and standardized costs on contract vehicles

is still rather extensive in light of the differences noted in other states
and shown in Table 9.

The magnitude of figures showing the number of pupils transported by
district or contract vehicles was presented in Table 1. To reveal the magni-
tude of the number of public owned vehicles versus the number of privately
owned vehicles under contract and the trend in ownexship in the state, the
data in Table 10 are presented.
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[:R\}: of transportaed student population.

TABLE 10, Number of District Owned and Contracted Vehicles Used in
Transporting Pupils, 1968-69 Through 1971-72

1968-%) '1969-70 1970-71 1971=72
Public Owned Vehicles 949 831 859 919
% Increase or Decrease
Over Previous Year 4,1% -12.4% 3.4% 7.0%
Privately Owned Vehicles 399 412 495 541
% Increase or Decrease
Over Previous Year 2.0% 3.3% 20.1% 9.3%
Ratio of Public Onwed'
Vehicles to Total 70.4% 66.9% 63.4% 62.9%

The trend over the past four years has been a decline in the percen~
tage district owned vehicles is of the total number of pupil transportation
vehicles in the State. Although Table 1l-showed that ridership in both pub-
lic and private carriers increased 28.4 percent between 1968-69 and 1971-72,
ridership in contract vehicles has increased 46.7 percent compared to rider=-
ship in district owned vehicles which has increased 19.8 percent. The trend
appears to have been in the direction of greater reliance on contracting
transportation services with private carriers.

Other Cost Relationships

Other cost relationships have been reported in research on school trans=-
portation systems in addition to the public versus private ownership compari-
sons. Generally, school districts in heavily populated areas incur higher
unit costs because wage scales are higher, fringe benefits are more expen=
sive, facilities cost more, and the operational problems related to routing,
traffic congestion, and traffic hazards tend to drive per pupil costs higher
than in suburban and rural areas.

A cost relaticnship which tends to conflict with one above is the rela-
tionship between density of the transported student population and transporta-
tion costs per pupil., Though higher prites and other problems in heavily
populated areas tend to drive per pupil costs higher, ‘osc$ per pupil tend
to be leavened by the density of transported students. Most studies indicate
that an inverse relationship exists between density and costs per pupil, i.e.,

the greater the density the lower the cost per pupil. Conversely, a greater
density usually results in higher costs per mile relative to a low density
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The data reported in Table 11 illustrate the relationships between the
density of the transported student population defined (in this study) as
miles traveled per student to cost ver pupil and cost per mile. Miles
traveled per student were obtained by dividing the number of reqular miles
traveled per day by the number of pupils transported per day. Lower ratios
are a proxy to high density: high ratios are a proxy to low density, If
previous research is accurate, there should e a positive correlation be-
tween miles traveled per pupil and cost per pupil and a negative correlation
between miles traveled per pupil and cost per mile.

Generally, higher per pupil costs are associated with a lesser number
of students per square mile, which in this study is represented by a lower
number of miles per transported pupil. A random sample of 22 South Sakota
school districts was selected and the miles per pupil, average cost per pupil
and average cost per mile were calculated for each school district. Only
those district costs and pupils transported by district owned vehicles were
included in the sample to provide some consistency in the variables. One
could easily have selected contract operations and costs to show these rela-
tionships. Data for district owned operations only are shown in Table 11.

There are exceptions to these relationships described above. The
Waubay and Armour school districts are examples of exceptions. Although
these are not dramatic exceptions, the Waubay School District or state
officials should attempt to determine why this school district's cost per
pupil is a little high relative to others with less density. On the other
hand, it appears that the Armour School District operates a very efficient
transportation program. Its cost per pupil and cost per mile are both low
relatively to other school districts with less density. Likely there is
good rationale to explain these exceptions and if corrections and improve-
ments can be made to increase the efficiency of the operation then a study
of these relationships has been fruitful.

A companion measure as valuable as the miles per pupil variable in its
inverse--number nf children per mile of bus route. This variable is commonly
termed pupil lineal density. The relationships are the same as stated pre-
viously. The greater the number of pupils per mile of bus route, the greater
the density, the lesser the cost per pupil and the greater the cost per mile.
Aggregations of costs and density factors can be determined for one route,
several routes by program, one School district, one transportation district,
one county, or one state. Again, if a study of the state pupil transporta=
tion system should find that this relationship is weak, there may be reason
to suspect that a few districts or ioutes are not operating efficiently.

The important consideration is that local and state transportation officials
should probe for the weak relationships between lineal density and per pupil
costs and then be able to explain the conditions that affect the relationships.
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TABLE 11. Relationships Between Miles Per Transported Pupil and Cost
Per Pupil and C(ost Per Mile for Selected South Dakota School
District 1971-72

Miles . Cost Cost
School per per per per
District P .pil Rank Pupil "Rank Mile Rank
Plankinton 2,22 16 $144.64 18 +363 21
Tuthill Common 6.39 21 260.58 21 «225 3
Elkton 30.00 22 557.28 22 . 086 1
Herreid 2,10 14 102.38 13 271 6
Wakonda 1.71 -8 88,33 4 .287 10
McLaughlin 1.77 9 95.43 8 «299 11
Waubay 1.67 7 107.25 14 +358 20
Armour 1.97 12 90.33 5 +255 4
Cresbard 2,75 18 149.90 19 + 302 12
Estelline 1.41 3 93.10 6 +367 22
Freeman 2.02 13 102.29 12 .281 8
Arlington 1.44 4 83.52 3 . 322 15
Lake Central 1.95 11 96,82 9 «276 7
Montrose 1.22 1 61.78 1 «282 9
Wood 1.43 5 95,14 7 +353 19
Gettysburg 4,07 20 188.02 20 +259 5
Artesian 1.82 10 100.63 11 +306 14
- Northwestern . 2,14 15 133,15 16 + 346 17
Hurley 3.34 19 119.75 15 .198 2
Selby 2,65 17 144.18 17 +302 12
Todd Co. 1.25 2 75.74 2 .338 16

Statistical Relationships: The Pearson Product Moment Correlation was .968
between miles per pupil and cost per pupil and was significant at the .00l
level. Correlation between miles per pupil and cost per mile was =.782 and
was significant at the .001 level.

The comparison of pupil lineal density with per pupil costs is not a
perfect measure but it is one of the better predictors of efficiency. The
measure can say little about the efficiency of route patterns, deadhead miles
or the dispersion of pupils. The measure's value lies in its use within a
given district or state to compare a route or set of routes under the normative
operations of a district or state pupil transportation program.




Conclusions and Recommendations —

The final section of the ruport will integrate the findings and dis-
cussion presentcd heretoforc with some judgments and recommendations on the
State transportation program in south Dakota.

The State of South Dakota has authorized its local school districts
to exercise high levels of control over the trwsportation program., There
is an obvious belief in local control and iadependence of acticn with respect
to the relationship that exists Letween local school districts and the State.
However, this beliet must be tempered with the realization that education is
primarily a state responsibility and to insure some degree of fiscal equity,
to rieet program needs and to provide equal educational opportunity, statewide

statutes and policies may have to be established to insure the equitable treat-
ment of students and taxpayers.,

I. Administration of the Transportation Program

The total dlmension of costs and an equitable means of distributing
transportation dcllars cannot be considered without treating the topic of the
economic efficiercy of a program. Data indicate that it is less costly for
a school district or a state to operate equipment that is owned either by the
school dastric: or the State. Repeated studies and research have corroborated
this fact and this study's comparison of two cost variables would seem to add
credence to that conclusion.

I-A A purchase and lease plan should be implemented whereby
either the State or the local district purchases buses
outright and either operates or leases the buses to pri-

vate contractors to maintain and operate over .approved
routes.

Differences exist between the variables and the reimbursement received
by districts which own their own equipment versus the variables and the re-
imbursement received by districts for private contract operations. An allow=
ance for depreciation costs is one variable which may contribute to cost
differences. The State pays an amount equivalent to one-eighth per year of
the original vehicle cost to school districts that own their equipment. Con-
tractors undoubtedly include the amortized equipment purchase costs plus any
interest costs on burrowed money in the contract bids for bus routes. Amortie-
zation and interest costs inevitably result in some difference when district
costs of operation are compared with contracted costs of operation. Through
purchases and lease-purchase arrangements the school district and/or state may
reduce capitalization costs by purchasing buses outright with no amortization
schedule,

If the State served as the purchasing agency, considerable savings could
result through competitive bids on equipment as requested by local districts.,
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If school districts served as the purchasing agency, some advantage would be
lost because of the lower volume of puschased vehicles and the State would
have to reimburse the school district for the cost of the vehicle. The
State or school districts could then lease the buses to private firms or in-
dividuals on a competitive bid basis tuv cover those routes the district did
not want to operate and manage.

The State should implement this recommendation with a deliberate written
plan of action. As vehicles become outdated and as private contracts are

‘terminated, State and/or local districts can implement the purchase-lease

system. The program should be phased in, for if the purchase~lease plan were
implemented immediately capital costs would be prohibitive.

Other differences between public versus private ownerchip rest with costs
for fixed charges, operating the vehicle, and administration. The costs of
insurance, for example, likely are higher for small private contractors than
for a large district operation and add to the cost differential between public
and private operations. The State is in a more favorable cost position when
it can provide insurance cuverage under an umbrella plan or can bid a total
coverage plan on a statewide basis.

1-B Either the State should administer the insurance program and
bid policies on a statewide basis or local districts should
re~bid their transportation insurance program in an effort to
attract rates more in line with the dollar amount of insurance
claims collected.

The data presented earlier in this report which compared total insurance
premium costs with total claims collected in the State indicated there were
unjustified increases in the insurance premiums paid by local school districts.
The dollar amount of claims collected has fluctuated each year but has not
risen any appreciable amount over the past four years.

I-C Consideration should be given to the establishment of regional
transportation districts under the control and supervision of
regional district supervisors. The regional supervisors should
be hired jointly by thoce school districts over which they control

transportation operations and the State reimburse local districts
for their salaries.

Regional transportation districts should be established only on a basis
whers time and distance are reasonable ih terms of getting to and from a
central storage and maintenance facility for ten or more vehicles. 1In many
of the sparsclv populated areas of South Dakota the regional district could
not be operationalized to any feasible degree, as it would be inefficient to
drive to and from a central location each day. The school district would have
to continue its reliance on small contract or small district operations. Re«~
search has shown that it is economically efficient to operate a central fa-
cility for storage and maintenance purposes if the fleet size is ten or more
vehiclas. Ten vehicles normally will justify the employment of at least one
full time mechanic.
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The size of the regional district is a much debated tcpic in those
states that employ the regional concept. The size of the district normally
depends on the unique responsibilities of the regional supervisor but a.region
size which contains approximately 7,000 transported pupils or is 2,500 square
miles in areas would be rough guidelines as to size. Other unique variables
which should be taken into consideration when establishing districts include:
number of buses, number and complexity of bus routes, and the time necessary
to manage special transportation problems, i.e., unique hazards, traffic
congestion, securing and holding competent employees, employee training and
gathering and compiling transportation program data.

I-D The State should establish a written policy regarding what
does and does not constitute a bus route whose costs are
reimbursed according to the State transportation formula.

As the present state statutes regarding pupil transportation programs
exist, local school boards are allowed some latitude in their choice of what
constitutes regular transportation routes. If the school board decides a
curricular-related trip constitutes a regular route, then the trip costs are
reimbursable from the State. One immediately apparent problem or question is
the consistency between and among local school boards in deciding what routes
are justifiable as a reimbursed activity on a regular basis. If there is in-
consistency among school boards as to what is judged to be a regular reimburs-
able route, then the State is reimbursing (froin statewide collected revenue)

a few school districts where the trip is congidered a regular route and other

districts are paying the costs from local budgets or activity accounts. Thus,
the State may be subsidizing routes in some school districts which may be paid
for entirely out of local accounts in other districts.

The trend in recent years has been to reimburse trip costs which in any
way relate to transporting childrer to and from school or which relate to the
educational program. A curricular enrichment trip is an example of the latter,
however, trips for transporting athletic teams to interscholastic sports con-
tests are not considered to be within the purview of curricular related programs.

II. Revisions in the State Formula for Allocating Transportation Aid

The present State formula for reimbursing local districts is calculated
on the basis of 50 percent of approved local transportation costs (district,
contract, family, and room and board programs) limited to a maximum of eighteen
cents per mile and a maximum State budget of $3 million for reimbursing local
districts. A rather comprehensive discussion of the formula provisions was
presented earlier in this report. With respect to the specific provisions of
the formula the following recommendations are offered.

I1-A The eighteen cents per mile limitation was written into
the statutes in 1971. 1If the State wishes to employ the
idea of cost limitations it should phrase tne statute or
poliry in such a way -as to allow the limitation to fluc~
tuat: with prices.
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The eighteen cent limitation penalizes those districts in which student

population density is high and average costs per mile are high. A policy on
cost limitations, if implemented, should be stated in terms of a percentage of
costs as determined by the sState Department of Public Instruction. For ex-
ample, if the State DPI determines that the average cost per mile in the State
is 40 cents per mile during the 1972-73 school yecar and the State decides to
limit the reimbursement of lncal programs to 80 percent to actual average costs
per mile then 32 cents per mile would be the cost limitation.

1I-B The $3 million limitation was written into the State Statutes

in 1971, The State shouid consider removing this limitation
and establish the total budget for reimbursing transportation
programs on the basis of a percentage of approved costs.

o
I

An actual dollar limitation on the State budget for reimbursing local

districts for transportation program costs does not permit local districts to
plan adequately or make realistic budget estimates since they do not know the
amount of total State transportation costs and therefore do not know how many
percentage points below the 50 percent level the actual reimbursement will be.

I11-C Transportation of children and the costs of transporting

children to and from educational-related programs should
not be a function of where children live, the wealth of
children's parents or the wealth of school districts in
which children live but should be a function of the wealth
of the State as a whole.

The sState variable flat grant for the distribution of transportation aid

to local districts takes into consideration the needs of schools according
to an approved district cost but does not allow for any differences in mea-
sures of wealth among districts. A school district with more than average
transportation needs and costs which is relatively puoor is at a distinct dis-
advantage when compared with a district that also has high needs but has a
greater level of wealth, regardless of the approach which one selects to
measure wealth. The principle of equal access to educational programs with

a reasonable degree of revenue burden equity among taxpayers is one that is
receiving increased consideration in state formula provisions across the

country,
family or community wealth but the wealth of the state as a whole is a prin-
ciple that applies to transportation programs ag well.

The general principle that education should not be a function of

II-D If the State believes in the concept of equal access to

transportation programs and an equitable reverue burden
structure, it should consider legislation to reimburse
local districts for their transportation programs in the
amount of B0 percent of the state approved local trans-
portation costs and also include a provision for local
district wealth in the state reimbursement formula.
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Many illustrations could be provided to show that attendance centers
arz arbitrarily located on the basis of availability of site, political
pressure, or other factors. Therefore, it is not reasonable to expect the
transportation of children to and from an attendance center to be a burden
primarily on the family or on tha ability of a district as a whole to support
a transportation program.

The recommended formula would t-ike the following form:
) Yi
Ai = {1+ (.20 V)] (Ei)
where
Ai = State transportation aid to the ith scliool district

.20+ the app-oximate local share of approved transportation costs
in the state

Yi = the average wealth per pupil in the ith school district
Y = the average wealth per pupil in the state

Ei = the state approved total cost of the transportation program
in theith school district

This formula pruvides that for a constant level of wealth (i.e., any
two or more districts wiih equal wealth per pupil) the percentage of State
support for local transportation costs would be the same. The measure of
need is allowed to fluctuate within Ei, the state approved total cost of
the transportation program in a local school district.

11-E In the event the State should decide to implement recommcnda-
tion II-B (removing the $3 million limitation) then it should
distribute the $3 million to local school districts in a more
e«quitable manner by empluying a wealth variable in the formula.

Such a formula would have to be constructed by first determining the
amount of total State approved transportatisn program rosts in all districts.
The ratio of $3 million tz the total state transportation costs would have to
be calculated. For example, if the total state transportation costs were $?
million, the ratio of $3 million to $9 million would be .33. Substracting
.33 from one would give .67 which would be the value of X in the following
formuaa.

AL = (1 - (x 31 (e
where

Ai = State transportation aid to the ith school district

o
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X = the approx.mate local share of total approved transportation
costs

Yi= the average wealth per pupil in thes ith school district
Y = the average wealth per pupil in the state

Ei= the state approved total cost of the transportation program
in the ith school district.

The selection of the wealth variable (Yi, ¥) used in the above formula
is somewhat difficult because of tne lack of data on wealth measures. Gen-
erally, it is believed that some measurc of income per pupil, i.e., adjusted
gross income, effective buying income, is the most appronriate measure of the
fiscal capacity of a school district or state. Unfortunately most states in-
c¢luding Sovth Dakota d¢ not have income data by school district. The most
common wealth measure on which there are data is property value per pupil.

I11-F The transportation formula should incorporate a weight for
the transpurtation of handicapped children who cannot he
trangported on regular transportation equipmert. The alloca-
tion weight factor for handicapped children should be at least
5.00.

1I-G Each local school district's entitlement for pupil transpor-
tati ° purposes should be calculated through the use of a
power curve on which the cost per pupil day is plotted from
the vertical axis and the density per linear mile on the
horizontal axis. The formula to be used is Y=axP and the
district entitlement would be determined by plotting all
districts in the state and then using the formula to de-
termine the point of intersect between the curve of best
fit and the transportation density of the district.

A district's entitlament would be determined by multiplying
its graph adjusted cost by the annual total numbaer of
transported days for the district. The actual allocation

of funds should be computed using an equalization formula

or inclugion in the state's foundation program and funds
flow in inverse relationship to each local school district's
wealth.

III. Pupil Mileage Limitations

To qualify for State transportation reimbursement, a school district
transports a student in grades K-8 who lives more than 2 1/2 miles from
school and will reimburse school districts, which at the discretion of local

school boards, have decided to fansport students in grades 9-12 who live more

than 2 1/2 miles from school. The State should consider implementing the
Q following statutory provision.

: ala |
ERIC e
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III-A All students desirous of an education in grades K-12
should be provided transportation services to and from
regular education programs and programs related directly
to the student's education.

Presently, approximately 90 percent of the school districts in South
Dakota provide transportation services to students in grade; 9-12. The im=-
plication is that those taxpayers in the remaining 10 percent of the dis-
tricts are subsidizing transportation programs in other districts in the
State through their State tax burden and at the same time are personally
paying for their own children's transportation without any help from the
local school district or from the State. If implemented, this recommenda-
tion would assure a reasonable degree of program equity and taxpayer equity
in the distribution and burden of transportation program costs.

The trend in many states over the past few years has been to reduce
mileage limitations, thus, qualifying more students for transportation
and qualifying school districts for more state r2imbursement. The real
question of qualifying mileage limitations revolves around the extent to
which the State wants to provide its citizens and pupils with the service.
The trend has been in the direction of lcwer nileage limitations for younger
pupils but this cihange has resulted in higher transportation costs. The
following recommendation is made regarding changes in mileage limitations in
South Dakota.

IIl-B Mileage limitations for reimbursable programs to
one mile for children in grades K-6 and to two miles
for students in grades 7-12.

An important question for state policy makers and administrators is
do they want their young children (grades K=-6) to walk 5 miles to and from
school each day. This appears to Le dn extraordinary distance for a young
child to walk. Many parents who live less than 2 1/2 miles from school
provide transportation for their children to an attendance center which often
has been arbitrarily selected by the school district. 7lhe recommended dis=-
tance is more in line with current practice in other states and more de-~
fensible in terms of providing equitable trangportation services to tax-
payers and children.

IV. Provisions for Cost Data and Comparisons

The inadequacies of unit cost data and the lack of comparability among
transportation programs on the basis of costs were noted earlier in the re-
port. The products of the process-comparable cost data~-should provide
officials of the state with better information and data with which to make
decisions. The results of more rational decisions are well known--a better
structured state transportation system which is more economically efficient
and effective in serving the citizens of the state.

Palelar
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After examining transportation data availability and use in South

Dakota, the following suggestions are made for the consideration of State
officials.

IVv-A  The transportation Division or Management Services
' Division of the Department of Public Instruction should
consider generating cost per pupil and/or cost per mile
data for the following programs, levels, and functional
categories,

- levels - gtate, County, Transportation District,
and School District. '

- Programs - Reqular, Special, Vocationa-Technical,
Summer School and others as deemed necessary.

- Categories = Public children, Nonpublic children,
Public owned equipment, Private owned equipment.

= combinations of the cost units above which it is
believed will add an important dimension to the
decision-making process regarding transportation
programs.

Iv-s The state shr 1ld gather data on the lineal density per
bus mile, which when compared with costs per pupil will
give some indication of the economic efficiency of a
given level, program or category of operation.

This comparison within a school district or transportation district on
a route basis is the best indicator devised to give insight into the effi-
clency of an operation. Cost exceptions can be noted in which there is not
a strong negative relationship and hopefully the exception can be explained
or changed to reflect a more normal negative relationship.

IV-C All transportation costs are real costs and should be
included in unit cost data. Depreciation costs, capital
outlay, salaries, maintenance, operation, and insurance
are considered factors which influence transportation
cost data. As public and private operations are compared
on a cost basis, officials should consider imputing some
costs to public operations that are otherwise not attribe
uted to public owned vehicles.

v. bDriver Training and Safety Records

These two topic¢s are presented together because they are closely related,
At present South Dakota has no statute or policy requiring a training course
for school bus drivers. Standard 17 was promulgated by the Federal Department

b
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of Transportation and became effective June 6, 1972, Although the 3tandard
17 requirements may be incorporated into new standard requirements, the con=-
tent of the 17 standards likely will remain intact in the new guidelines,

If so, South Dakota will have to set up a plan for selecting, training and
supervising persons whose primary -uties involve pupil transportation, in-
cluding bus drivers.

V-3 The State should develop a plan for instituting a
one or two day training course for school bus drivevs
which be required before a person cun ve tully licensed.
as a school bus npeiacor,

chort term, provaticnary licetsoes could be granted to new drivers until
they have had an opportunity to tuke the training course.  3Such a course
should be offered two or three times a year in disperse geographic regions
of the State so drivers do not have to travel great distances to receive
course instruction,

VB State oftficials should wonsider the establishment of
updating or roe-training sessions for rhose individuals
who continue to be employed as bus Jdr'vers for over two
years.,

State laws and transportation policies will be revised and drivers need
to he made aware of any additionadd infermation that has been gencrated since
their riest course, [t is g jestod that all bus Arivers bhe required to take
Q4 Lour hear refresher course evenry olbher vear beforo the o driver's license
iy validat:sl, i.e., thivd year, Uitth year, seventh year, cte., in the same
manner that a physical exam is required each year.,

Vil The Transportation scction of the Management Services
Division alony with other appropriate State safety
otficials should prepare a school bus drivers train-
ing manual to be used in conjunction with the train-
ing sessions.,

As a logical pvart of an adequate driver training program, Lite manual will
serve as a text for the instructional program and insure some uniformity in
course content presented at the training sessions. The manual should be pro-
vided to cach driver completing the course for his personal use as a ref=-
erence in the future,

v-D The State should devise and implement a plan for
holding semi-annual bus inspections to conform with
the federal transportation standards.

The safety records kept on pupil transportation in the State appear to
be more adequate than those provided in most states; therefore, there is no
gpecific recommendation regarding safety records. The State should compile

-
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as much information on safety records as is necessary for studying the rc-
lationships between variocus factors such as age, sex, experience, driving
conditions, time of accident, location of accident, etc., and accident
frequency and severity.

V1. State Transportation Personnel

The Transportation Section of the Management Services Division in the
Department of Public Instruction probably has one of the lowest operating
budgets of any section in the country. The allocation of funds and number
of personnel to this section appear to be inadequate.

Vi-A The State should support the services of a full time
State Transportation Director and his duties and
responsibilities should be related exclusively to the
State pupil Transportation Program.

Vi-B The State should consider changing the school bus
licensing operation from the office of County Audi-
tor to a more appropriate state agency after study-
ing the effects of such a change.

Presently, the licensing of bus drivers is the responsibility of a
County Auditor who assumed some of the duties formerly help by the County
Superintendent of Schools. The licensing function is a responsibility which
could more appropriately be performed by a person or agency more closely asso-
ciated with another State safety, protection or licensing operation. The
motor vehicle licensing division, for example, would appear to be more suited
for the licensing of school bus drivers than the County Auditors.

In conclusion, the recommendations presented in the final section of
this report were promulgited with the idea of improving the South Dakota
pupil transportation program. Because many recommendations wera made, one
cannot infer that the present program is inadequate. There are many unique
and valuable components ihherent in the South Dakota program, but to have
discussed the better aspects of the program would not be conducive to mak-
ing improvements on what are already advantages. Changes and improvements
are made by building on an adequate foundation and criticizing and suggeste
ing improvements in what are considered to be present inadequucies. .
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Appendix B, Pupil Density, Expenditure Per Pupil (1971-1972), and Sparsity
Index for Selected South Dakota Independent School Districts.

* Independent

School District Pupil Density Expenditure Index
Alcester 3.1424 $ 756.83 1.0317
Alpena 1.5924 874.53 1.1411
Arlington 2.6415 695,59 1,0585
Armour 3.4027 728,59 1.0209
Artesian 1.2500 796.30 ).1758
Astoria 2.2565 871.18 1.0846
Avon 2.4328 676.16 1.0721
Belle Fourche 1.4997 723.55 1.1501
Beresford 4,3284 662.81 1.0007
Bison . 2650 1,039.05 1.2970
Bonesteel 1.5706 808.15 1.1432
Bowdle 1.1476 728,83 1.1870
Bradley 1.0540 914.86 1.1974
Bristol 1.2351 781.48 1.1774
Britton 2.1516 675.52 1.0926
Burke 1.4728 724.58 1.1528
Canova 1.8926 737.12 1.1138
Canistota 2.7791 685.49 1.0503
Carthage 1.1579 901.84 1.1858
Castlewood 2.7233 676.70 1.0535
Centerville 2.8035 733.58 1.0489
Chamberlain 1.5647 721.68 1.1438
Chester 3.2406 749.58 1.0274
Clark 1.4982 . 811.75 1.1503
Clear Lake 2.3364 744.45 1.0788
Colman 3.5262 687.48 1.0166
Colome «9933 773.90 1.2044
Conde +9451 889,93 1.2100
Corona 2.3230 823.82 1.0798
Corsica 1.9268 756.18 1.1109
240




Appendix B. (continued)

4 Independent

School District Pupil Density Expenditure ~Index
Cresbard 1827 $ 987.76 1.2294
Custer : 8766 744.27 1.2181
Delmont 1.9299 801.99 1.1106
Dell Rapids 5.0828 695.24 1.0048
De Smet 2.2112 698.16 1.0880
Doland .9939 852.55 1.2043
Draper .3638 1,032.84 1.2835
Eagle Butte .5193 535.20 1.2627
Edgemont .6389 756.03 1.2473
Egan 2.9035 829.31 1.0434
Elkton 2,6069 699,68 1.0606
Estelline 2.5158 752.68 . 1.0665
Ethan 2.5714 695.89 1.0629
Eureka .9608 754.78 1.2082
Fairfax 1.4313 851.26 1.1570
Faulkton 1.1131 681.82 1.1908
Flandreau 3,9988 757.11 1.0047
Florence 1.4820 729.67 1.1519
Forrer cburg .7473 1,114.76 1.2337
Freeman 2.8597 674.54 1,0458
Garretson 6.0823 619.13 1.0389
Gary 2.9077 754.20 1.0432
Geddes 1.3727 872.12 1.1630
Gettysburg 3.2476 659.79 1.0271
Glenham 8996 988.U8 1.2153
Gregory 1.5262 779.17 -1.1475
Groton 1.7414 702.26 1.1272
Harrold .5767 1,096.88 1.2553
Henry 1.6569 801.00 1.1350
Herreid 1.4879 690,23 1,1513




Appendix B, (continued)

*Independent
School District Pupil Density Expenditure Index

Hill city .8138 $ 712.88 1,2256
Hitchcock 1.1684 928.57 1.1847
Hosmer 1.3026 675.86 1.1703
Hot Springs 1.8595 716,95 1.1167
Howard 2.3581 741.20 1.0773

Hudson 4.5430 861.58 1.0000
Hurley 2,7726 844.07 1.0507
Ipswich 1.1570 821.53 1.1859
Irene 2.4980 798.09 1.0677
Iroquois 1,3990 793.89 1,1603

Isabel +4175 825.48 1.2762
Java .9234 934.74 1,2125
Kadoka +3514 896.10 1.2851
Kimball +9531 742.55 1.2091
Lake Preston © 2.5060 864.70 1.0671

Langford 1.4631 765.49 1.1538
Leola ‘ 1.1157 712.46 1,1905
Lemmon +6645 690,61 1.2441
Letcher 1.8304 703.30 1.1192
Marion 403320 762,06 100007

McIntosh +4570 958.89 1.2709
McLauglin .8157 855.16 1.2254
Menno 2.7179 788.62 1.0539
Midland +3539 1,016.52 1.2848
Miller 1.1791 850.62 1,1835

Montrose 2.7580 658,05 1.0515
Mount Vernon 1.9831 807.94 1.1062
Murdo ‘ : .6162 754.64 1,2502
New Effington 1.6867 861,98 1.1322
Newell +4972 776.05 1.2656




Appendix B. (continued)
*Independent

School District Pupil Density Expenditure

New Underwood .7180 $ 750.08 1,2374
Oelrichs .2098 1,189.20 1.3048
Oldham 1.6585 847.23 1.1349
Parker 4.4702 666.68 1.0001
Parkston 3.9557 754,09 1.0055
Plankinton 1,2812 845.44 1.1725
Platte 1.4815 764,31 1.1520
Pollock +9106 861.49 1.2140
Ramona 2.2329 : 851.69 1.0864
Redfield 2.8182 769.24 1.0481
Roscoe 1.0227 965.89 ’ 1,2010
Rosholt 2.1262 757.66 1.0946
Roslyn 1.7156 710.06 1.12%0
Rutland 1,8157 763.28 1.1205
Salem 3.3262 818,61 1.0239
Scotland 2.8134 863.52 1.0484
Selby 1.3438 820.15 1.1660
Sisseton 3.9225 866.48 1,0061
South Shore 1.2500 830.55 1,1758
Spearfish 4,6798 667.11 1,0003
Spencer 2.6506 874.73 1.0579
Stickney 2.1107 601.01 1.0958
summit 1.6176 756.03 1,1387
Timberlake .3529 027.68 1,2849
Tripp 2.5727 667.84 1.,0628
Tulare 1.1145 848.09 1.1906
Veblen 1.1641 881.39 1.1852
Viborg 3.7598 ~779.38 1,0098
Wakonda 2.1355 912.93 1.09139
wall +3592 862.70 1.2841
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Appendix B. (continued)

*Independent
School District Pupil Density Expenditure Index
Warner 2.1017 $ 793.93 1.0965
Waubay 2.6273 753.96 1.0594
Waverly 1.9737 795.06 1.1069
Webster 2.8883 643.44 1.0442
Wessington 1.0890 968.05 1,1935
Wessington Springs 1.0497 899.49 1.1979
wWhite Lake 1.3790 778.86 1.1623
White River .4893 993,78 1.2667
Willow Lake 1,.3105 765.97 1.1694
Wilmot 2,3985 779.51 1.0744
Winner 1.4707 698,37 1.15:0
Wolsey 1.4594 882.52 1.1542
Wood «4367 1,053.34 1.2736
Woounsocket 2.9292 717.11 1.0421

* Independent districts with a pupil sparsity factor above 5.10 have not been

included in this 1ist and would have an index of 1.00.




