District wealth
o

‘Ranked by d1str1ct wea]th

Figure 2. --D1str1ct wea]th d1spar1t1es

In figure 2, district wealth is p]aced on the vertica]jaXi@. The.

" number of educatfonal need units is placed on the horiicnta1~axis and

ranked 1n ascending order by wealth. Thus, the G1n1 -index (Gw can be

viewed as an index for the disparities of d1str1ct wealth. By the Same

% notion, district revenUe can be pTacéd on the vertical axis against edu_
“cational -need’units in the horizontal:line. The shif{ of the Ldrenz

curve demonstrates the‘effect of the compositions of 1oca[.reveﬁue and

v

property tax rate.  Holding other .things constant, except'tax rate, the

shift of the Lgrenz curve can be viewed as a result of variation of tax
rate among the school distficts.- When state aid is added to district -
_revenue, the downward or_upward movement can be’viewed as the effect of

the state aid distribution Cont1nu1ng this add1ng process, var{ggs,

,

'effects can be shown in‘Figure 3.

F1gure 3 1nd1cates the tax var1ation effect (or d1str1ct revenue
cdmponent effect) and state a1d d1str1but1on effect W1th respect to?

the tax var1atfcn effect ho]d1ng other tz/pgs constant the sh1ft of

the Lorenz curve toward the 45 degree ling may 1nd1cate the h1ghé? eff%rt»

exerted in the poorer school d1str1cts and converse]y the 1es§er ‘tax

98 S
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F1glF% 3.--Tax, varjation effect and e : ""'
\ state aid’ distribution effect® ([j
, .
Gg: 1ndex$or the 'school revente disparity
Gq: - 1ndex r the district revenue disparity-

Gy’ G1n1 index for the district wealth disparity -
Dt: - tax variation effect on the reduction of district:

revenue disparity - "
Dg: State aid distribution effect on the reduction of

schoo] revenue disparity - \

. effort exerted ih,the~ricﬁ-schoq] districts. -By the sameitdken, if the

state.@ia is'él}ocated‘inversely in relatian to district wealth, the
. g r -

ould be shjfted upward toward the straight line. This indi-

cates 'th e;fec' of- state aid distributipn on the redﬁctibh of school
revenue;dispérity and of dependence of sehgol-revenue upon district wealth..
Since the purpose of the study wesvtb examine the effect of changing the _
state aid‘financiqg system en school revenue equity, tﬁe'effec; of state}
qid is the.fecuseo% Chabterlv ' )

An alternative measure of f1sca1 neutra11ty suggested by Michelson
and Feldstein is to. use regress1on ana]ys1s /chord1ng to Fe]dste1n, the

wea]th e1ast1c.ty of school spend1ng can serJe as a measure of the degree

¢ ‘,_ !.' ® . - A l

.
¢ .
. . - o - B i N ‘
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of weal th neutrality or non-neutrality that has been achie\\/ed.(4

. Feldstein's regression, the log-linear re]ationship‘betweenAschOOI‘ -

w

spending per educational need unit and wea]th,per educatidnal‘need'Unit
i ' ) hl > _(lﬁ T

was-applied. The relatign can be written as follows:

: ‘ N
‘'Log E = a + b, Log W4 t uy where: ‘ )
’ S ® oL “a= an 1ntercept
‘ o ~ uj='a residual that is orthogonal
'tq Log, Wj . =

N / R ' N ' ! .
The parameter b measures wealth neutra11ty; complete wealth (or-fiscal)
. neutrality requires b = 0. The }ahée'va1ue of wealth e]astieity'ﬁ may
.ind1cate the heavy dependence of school reveaqe onvqistrict wealth. In
’ ﬁapp]ying‘Feldstein's'regreseioa.tb‘ghe‘para11e1‘¥egression analysis used
in Miner's social and economic facters'study5 and furihe% %ecommendee by

Z' 5 ‘MicheTson,6 fhe comp. nent effect of schoo] revenue caﬁ be identified.

Graph1ca11y, the para]]e] regress1on ana1ys1s can be expressed as follows:
wealth :

: district ‘revenue. and state aid .

— _ N ~district revenue. . ;
(7] : &
] > T A , : . \ : ) .
e - . . [N - ¢
g | | ~ L

\ &J 3 Y _-le;‘ . ' s . -
S/ 45° ‘ Log (Wealth)
k / T Figure 4. ,ParalTel‘RegressioqAaha1y§is A

¢

4Mart1n S. Feldstein, "wealth Neutra]1ty and Local Choice in ,
Pub11c Education," The' American Economic Review (March 1975) p. 77.

&

5. Miner, Social and Economic Factors in Spendzng for Public
Instruct1on (New York: Syracuse University Press, 1963)

: 6Stephan M1che1son, "What is a 'Just' 6ystem for F1nanc1ng '
“ " Schools? An Evaluation of Alternative Reforms,"’ Law and Contemporagy
o Prob]ems 38 (Winter-Spring 1974):436-458. .
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In the g?aph‘ the 1ogarithmic tranSformation are applied to bdth’
_ the dependent and the 1ndependent var1ab1es The nature of the dependent
v var1ab1es are changed each time. F1rst, wealth per educattona] need unit.
11s regressed on'wealth’ per ‘educational need.unit itself. The regression
l]ine is the 1ine with 45 degrees. Secondly, district revenue.is'regressed
on wealth per educational need unit. ‘The wealth e]asticity in the dis-
trict revenue log- regre551bn function may be less than 1 00; it all’
' depends upon the nature of the d1str1but1on of d1str1ct revenue and the
- factors affecting the distribution. Thirdly, state aid is added to dis-
“trict r:5enue and regressed on wealth per educat1ona] need unit. The
.wea1th e]ast1t1ty 1n(the state a1d and district revenue function may be
1esswthan.the\wea1tn elasticity 1n‘the d1sér1ct revenue funct1on. It,
again. depends Uponvthe nature of the state aid distribution If state
aid is a]]ocated to the d1str1cts in inverse re]at1on .to d1str1ct§wea1th
‘the wea]th efast1c1ty in the state aid plus district revenue functions =
would be less than/the e]ast1c1ty in the district revepue funct1on The
di fference zztﬂeen the wea]th e1ast1c1ty in the district revenue funct1on

: and the wea‘ h elasticity in the state a1d and dlstr1ct revenue . funct1ons

can be v1Ewed as-.the effect of the state aid d1str1but10n

» : .
In summary, two statistical methods were applied in this study to .

/e

measyfe the permissible variance. 'These twp.nethods were (1) coefficient
‘ oi/42r1at1on and (g) thenMcLoone index. :The former‘focuseslon the entire
- d%stribution of schoc1 revenug, whi]e'thellatter focuses on the distrfhuu
//tion7be10w the median . For the‘criteria of fisca] neutrality, the Gini
)/7 index and regress1on analysis were app11ed to thé data. The Gini index
measured a concentrat1on of’ frequency distribution of school revenue in

-relation to d1str1ct wealth, wh11e the regress1on\method measured the

degree of dependencé of school -revenue upon district wealth,
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\ ' | ' CHAPTER V-
\ : "RESULTS, SUMMARY, 'CONCLUSIONS, AND
\ . FURTHER RESEARCH RECOMMENDATION' N\

This chapter presents a deta11ed description of the resu]ts from
statqst1ca1 analysis wh1ch applied the evaluative cr1ter1a estab11shed in
Chapthr I to the three years data for 1111no1s, M1ch1gan, and Kansas.

" The statistical resu]ts are reported in two sections: (1) Pernnss1b1e
Variance criteria and (2) F1sca1 Neutrality cr1ter1a Under each cri-
teria. two stat1st1ca1 ana]yses were applied to the data. and the results
for each stat1st1ca1 analysis w111 be d1scussed in turn F1na11y, this
chapter 1nc1udes a summary of eva]uat1ve statements prov1ded within the
limitation of this study and a recommendation for further research.
Before predntation of the results, it should be stressed that the 1973
reforms have four year: phase -in periods in I1linois and’ three year phase-

1n periods in M1ch1gan The results shown in the fo]]ow1ng sect1ons are

short run resu]ts whlch conta1ned on]y the f1rst two years of the reform

.’
3

and may well not be the end result of the refonn

Penmissib]e Variance Criteria

As indicated in Chapter I, two statistical methods nere employed .

.. under this criteria in COmputing the variance of school revenue distribu— .
tion wtthih a state The first method is "coeff1c1ent of variation," ‘; .
wh1ch focuses on, the ent1re d1str1but1§h of schoo] revenue ~ The second |

method 1s the MclLoone 1ndex which requires a focus not upon the ent1re

-

d1str1but1on but rather upon the d1str1but1on below the median school

-

.89-\. T
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, revenue. The results of these two methods will:'be examined in the fol-

Towing subsections: jl)fcoefficieht‘of'variation and (2)_ MaLoone index.
‘ " | ) l N ]
Coefficient of Variation:

. - ;
The results of the coefficient of variation are presented’for

I11inois, Michigan, and Kansas, respectively. : o ,'(
The Results for Illinois. Tab]e 5 provides the data for the coef—v;

ficient of- var1ation for the e]ementary schoo] districts in the State of .

I111no1s

- ! \

' . TABLE 5

PERMISSIBLE VARIANCE CRITERION: COEFFICIENT OF VARTATION
FOR ILLINOIS-ELEMENTARY SCHOOL DISTRICTS

P o
. -
4
‘4

o

1 1972-73 . 1973-74  1974-75

. . . .
District Wealth ! 94.9282 95.3301 97.0810 - \k‘
District Revenue 65. 3955 '64.9081 66.7358 - -\.
District Revenue.and I 7 '

State Aid 29 4404 26.9674  28.2265

_ State Aid Effect on Equ1ty 54.981%  58.453%  57.704%

"It.can be Seen fh Table 5 that the variation of distriet wealth -

per fNADA (in I]]inqisJ district wealth is defined in terms of pnpper}v

L]

- assessed wvaluation and TWADA serves as a measure of educational need unit)
| 1ncrease&'during all.threé yeers Th1s increasing h1gh d1sparity of dis-

_trict wealth contr1buted to high d1str1ct reVenue disparities. D1s;ruct

1oca1 revenue d1spar1\y rema1ned at a'h1gh level from the beg1nninq~to
the end of fhe-study When state a1d was added to the d1st®1ct revenue, ;

however, the coeff1c1ents of . var1at1on in state a1d and d1strict (1qca1)

38
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. henenues per TWADA-decreased from 2914404'in 1972-73 to 26.9674 1in L
1973-74, but it -increased thereafter. Table 5 shows the state aid A 1’

_ distribution effect -on the movement toward the 'goal of narrowing the
variation of school revenue per pup11 among the <chool districts within
a state, wh1ch is def1ned under the cr1ter1a of permissible var1ahce
The "state aid distribution effect" was calculated by subtracting the
coefficient of variation for district revenue from the coefficient of -

. var1at10n for the- combined d1str1ct revenue and state aid and d1v1d1ng
the resu]t by.the district revenue var1at10n ‘coefficient. The state
aid distribution effects were reported in percentages 1ndicat1ng that

‘_the percentage of reduct;on of school revenue variation was dne to the:

-5 inclusion of the state aid distribUtionAfactor. The increasing trend‘

shown in Table 5 indicates that ;;afe aid-was allocated 1n9erse1y to
the poor school districts wh)eh lack f1nanc1a1 resources in 1973-74 and
'1974-75 than in 1972-#k Thus, sfafevatd distribution has a more"
equa11zing effect. The effect of state a1d d1str1but1on in 1111n01s

l“ elementary schoo] d1str1cts appears to be 1 rger aga1n 1n the f1rst

© year of the reform than in the second year KG should aTso be noted
that in spite of increasing d1spar1ty in local wea]th and local revenue,

. ~ the sfate aid was able to dffset these treng!iand cause a reduction 1h
state aid plus d1str1ct revenue var1at1on

Table 6 provides the data on the coeff1C1ent of variation fer
I]]1no1s high schoo] d1str1cts " The cpeff1c1ent of variation for dis-

tr1ct wealth per TWADA in 1113n01s h1gh school d1str1cts are app?ox1mate1y

half as .large as the coeff1c1ent of\varnat1on in I11inois elementary school .
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districts. This would be expected since larger geographic¢ units norma)ly
show less variation. The district revenue disparity still remains large

and has not be;h reduced. The coefficient ef variation for the district
revenue and state aid, however, show improVement‘due to the effect of the‘

state®aid diétribution The state aid effect on the movement toward the .

«go.}-of the reduction of schoo] revenue var1ations increased from 30.852 per-

cent in 1972-73 to 41 778 percent in 1974-75.

Y | TABLE 6

PERMISSIBLE VARIANCE CRITERION: COEFFICIENT OF VARIATION
) FOR ILLINOIS HIGH SCHOOL DISTRICTS .

1972-73 \1973-74 1974-75

» 2 A ) \—//l
District Wealth . 50.7121 50.4520. 50.5981
"District Revenue : 40.7686 40.6129 41.6655
District Revenue and n . .
State Aid - ) . 28.1906 25.3338 24.2582
.State Aid Effect on Equity 30.852% 37.621% 41.778%
. 3 - -

v

-

N, For. Ilinofs unit scheol districts, the variation per TWADA of

’d1str1ct wealth and of d1str1ct revenue 1n Tab]e 7 were approximately

the same as the var1at1on in: the’ I111n0ls h1gh school d1str1cts, wh1ch

. »
again would be expected since they are ,of s1m11ar geograph1c size. Nd _

. noticeable reduct1on of variation o? e1ther~d1str1ct wealth or dlstr1tt

S

" revenues was $v1dent after the reform of the state aid f1nanc1ng system

The coeff1c1ents ‘of var1at1on ‘for the d1str1ct revenue with state'

aid were also'computed; These coefficients demonstrate a decreasing -
. . 4 . Y . - ! . l'
trend in Table 7. The district revenue plus state aid variation

-~

ke

coeffiéients were S]ightly reduced (from 14.7044 in 1972-73 to 13.4112-
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in 1974-75. The “"state aid qffect“ also sﬁgg;;z; upwa rd trgnd in Uuy
table. This indfcatesdthat a 911qht1y greater offort in equ llz1nq
schoo] revenue per TWADA has been made by "the new\reform of the tatc.

¥

;aid fundang system

TABLE 7

PERMISSIBLE VARIANCE CRITERION COEFFICIENT OF VARIATION
FOR ILLINOIS  UNIT SCHOOL DISTRICTS

1972-73  1973-74 1974-75

District Wealth ~ 48.8246  48.3566  48.5209 - P
District Revenue . 482.2743  42.2209 42.6614 !
" District Revenue and ' e
State Aid |4 7044. 13.4378 13.4112

State Aid Effect on Equ1ty 65.216%  68.172% 68.55!

-

The Results for Michigan. Michigan, Qn]ike I11inois, has only unit

1

séhoo] distritts. Tabéf/S presents the coefficient of variation in reve-

nues, the state a1d distribution effect, and the grandfather’ c]ause effert
: ‘k R -
7for the Michigan unified school districts. | e

' Both the coefficienthof variation of districtfwéEIth per education-
a) rieed unit and the variation coefficiededf‘district revenue per educa -’
tiona] need unit in 1972-73 in Tab]e 8 are approx1mate1y equ1va1ent to’”
the coeff1c1ents for I1linois e]ementary school d1str1cts The downward
‘ trend is- not,shown in I]I1no1s e]ementary school d1str1ct§ in. wealth
var1at:0n and d1str1ct revenue variation seems to be apparent 1n M1ch1qar
un1f1ed school d1str1cts The d1str1ct rrevenue var1at10n for MIChIan

un1f1ed school d1str1cts dec]1ned from 60 0911 in 1%972-73 to 53 5129 1n

1974-75. Table 8 also 1nd1cates thatythe coeff1c1ent of variation L
. . - . . / . . . .
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TABLE 8

. .
PERMISSIBLE VARIANCE CRITERION: COEFFICIENT OF VARIATION
FOR MICHIGAN SCHOOL DISTRICTS

[ : 1 Y

1972-73  1973<74 1974-75

District Wealth - 95.2879 84.0871 82,2179
District Revenue 60.0911 56.1271 53.5129
- District .Revenue and State ' o
Aid ' 27:6828 20.8641. 19.7063 .
District Revenue and State : :
Aid and Grandfather " Not 19.1788 19.5043
- Clause Allocation Available
State Aid Effect on Equity . ' ‘
in Percentage-wise . 53.932% 62.827% . 63.175% ~ .
Grandfather Clause Alloca- Not ;
tion Effect on Equity Available -3.003% 0.377%
/

district revenue and state aiduper educational need unit was reduced by

4

approximately 8.00 $n1974-75 compared to the 1972-73 coefficient of
variation. If adding the additionai state aid a]locatzd by the grand-
father clause which gave special consideration to the dec]ihing'property
assessed valuation school districts and lower tax rate'school districts,
then the coefficié%t ;f variation'in state aid-p1us distric%.fethde was
further reduced to 19.5043 in 1974-75 from 27. 6828 in 1472-73." With
respect to the state ald ef fect on the movement?of the M1chlgan f1nanc- .
’ " ing system toward the goa] of the prem1ss1b1e 3%r1ance Table 8 shows

3

the 1mpict of this mqyement in 1974-75. Addlng the grandfather clause

. ai]ocation 16 thé comﬁutation, further increases thé effect of toﬁal state
aid distribution on the'mdwgment toward the goal of permissible variance.
The increasing total state'ajd effeét'indicateq that a positive effect in

reducing the va}iation of school district revenue per educational need

unit wag_ made by the inclusion of the grandfather clause allocation.

o S 105




" 2%

The Results for Kansas. The new state atd formula in Kansas was

destgned to compensate for the presumed d15te3ﬂﬂm1 es of scale faced by

b

small school districts. - The school districts were sorted into three cate-

gortes: (1) schpé] districts with un@er 400 pupils, (2) schogJ'd{Strictu
with between 400 and 1299 pupi]s; and (3) school districts wiéﬁbl300
pupils and o;er. Different norm budgets and adjustment factoré‘were spe-
cified by the 1973 Kansas school district equa]ization act for each
enro]]menU’category in computing the 1oca1 effort rate and a]focating
state a1d Because of this different treatment for differentfenrollment
categories, the analysis of the data was made for each enro]imee;’catqf
"gory district, and the results are reported in the same fashion.

Table 9 contains the data on the coefficient of variation for the
school districts with unjﬁoo pupﬂs The coeffic1ent of var1at1on in

district wealth per educa al need unit (district wealth were defined

as the tota] of personal income and adjusted property assessed'valuation)
remained re]at1ve1y unchanged between 1972-73 and-1974-75. District

revenue d15par1t1es increased in the first year of the Kansas reform, but

decreased thereafter. ;

TABLE 9

PERMISSIBLE VARTANCE CRITERION: COEFFICIENT OF VARIATION
FOR KANSAS SCHOOL DISTRICTS (UNDER 400 PUPILS)

1972-73  1973-74  1974-75

District Wealth 40.704 40.895 39.586
District Revenue 33.067 37.802 35.434 ‘
District Revenue and

State Aid 24.594 T703.586  22.602

State Aid Effect on Equity 25.623% 37.607% . 36.213%
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The downward trend of the coetficient of yarfation with reqard to
district rcvcnue-plﬁs sg;te afd are shown {n Table 9. The'statu aid |
effect {n achieving the qoal of permissible variance appeared greater in

the school years after the reform than in the year before the reform.

The resblts fdr Kansas school districts with between 400 and 1299

students are reported in Table 10. .
. }

TABLE 10

PERMISSIBLE VARIANCE CRITERION: COthICIENT OF VARIATION -
. FOR KANSAS SCHOOL DISTRICTS (400-1299 PUPILS) '

1972-73  1973-74-= 1974-75

) District Wealth 39.578 39.927 42,493
e ‘ District Reyenue 30.302 46.041 44.208
¥ District Revenue and ' .
. State Aid 21.263 17.57 16053
State Aid Effect on Equity 29.829% 61.837% 63.688%
: — g ' =
o ' . :
The. coefficients of variation in both district wealth per educa- -
tional need unit and district revenue per educational need unit remained
moderately high. The upward trend of the coefficieht of‘yariation'in>\
\ s "
district revenue can be seen in Table 10, Disregarding‘tne increase .of

\"}

\ibe coefficient of variation in district revenue, there was a .dpwnward
trend of the coefficient of variation in the district revenue plus state
aid. Kansas made a gféat.effort in reducing the school revenue varia--
tions among the school districts with between 400 and 1299 students.

: , 3 . oo o
’ This great effort can be observed in the increases of state aid effect

on the movement toward the goal of permissible variance. -

Table 11 provides the data on Fhe coefficients. of variation for

’

‘the Kansas school districts with enrollments of over 1300 pUpils.
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’ TABLE 11 TR

¥ * PERMISSIBLE. VARIANCE CRITERION: COEFFICIENT OF VARIATION
- FOR KANSAS SCHOOL DISTRICTS (1300 AND MORE PUPILS) -

. Y 'v i : . - .J}

—r—r o = ﬂf“g’l ..-_b

| ) ©1972-73 1973-74- 1974-75 - R
. Ofstrick Wealthr . 38562  3.975  35.545
o > District Revenue v . 23.580 35.175 35.131 y
. . District Revenue and . : '
: State Aid 13.714 11.239 9,941
State Aid, Effect on Equity 41.841% 68.147%  71.704%
N i Both the coeff1cients of var1at1on in d1str1ct wealth and district

o o reyenﬂe.we¢5 s]ight]y 1ower than the coefficients of variation for schoo]

Ad1stricts W1th enrollment between 400 and 1299 pup11s Howev@r, the dis-
trict revenue var1at1on seemed to be 1ncreas1ng at a faster rate dur1ng |
the first year of the reform and rema1hed relatively stable.ih the second

: year‘ Similar to the resu]ts for school districts with enro11ments
between 400 and 1300 pupils, the school state plus distr1ct revenue var1-
ations noticeab]y decreased from 13.714 «in 1972-73 to 9.941 in 1974-75,
The state'aid ai]ocation alsg had aigreater_impact on"the:MOvement-toward,
thebgoa]°of:permissib1e'variance‘(defined in terms of cqgfftcient'oﬁ,uari~

ation)_durdng the reform years than in the'yea? before the reform.

e
.

McLoone Index

The second set of three tab1es, Tab]es 12. through 14 present
McLoone 1ndexes for I11inois, Michigan, and Kansas. The ma1n focus- of
the McLoone index"is on the diStribution of-schoo]'revenuewbe1ow ithe

med1an, rather than on the entire d1str1but1on of schoo] revenue.

e

The' Results for I1linois. Table 12 prov1des the data on" the

" McLoone index for all types'oF‘schoo1'distr1cts in 11linois. There’
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.appéars to have beea some iﬁprovément in the unit and high school dis;
tricts after the 1973'reform.f,In the eleﬁentary school districts, a-
-dpwnward trend was observed. The McLoone‘lnde 0.89I52.in 1972-73,

'_decreased to 0 81%88 in 1974 75. This- decrease in the Mcloone index in

III1no1s\F1ementary schoo] districts suggests that system reformers and

E policy makers may wish'to pay.spec1a],attent1gn to the poorest school
districts. \ .

, TABLE 12

‘ PERMISSIBLE VARIANCE CRITERION: McLOONE INDEX FOR

ILLINOIS SCHOOL DISTRICTS
. - &
. Unit _ High "~ Elementary
' . Year - McLoone McLoone McLoone
L o __Index Median Index Median Index Median
. 1972-73  0.90299 $798  0.82809 -$928" 0.89152 $764

1973-74 - 0.91913 $862. 0.84944 $996 0.87665 $851
1974-75 0.92]61 $910 Q.85903 $1099 0.84688 $944

=%

N - 0 -
‘ . - L . : S .
. . . .
o . . .. - LI
R ) . .

. The Results for Michiiéh. As was the case in IIIInpis elamentary'

school districts, a downward trend was observed in Michigan unified dis~

" tricts. The McLoone index, 0.92077 in 1972-73, decreased to 0.90646 in '
1974-75. Th1s decrease in the McLoone 1ndex indicates tha? no progress

was made 1n the 1973 reform 1n I1ft1ng many poor schooI d1str1cts closer
) to the target Ievelf-the median of-schoo] revenue per pupil, and suggests,'

again, that policy makers may wish to pay specialvattentionato the posi-

" tion of the poorest districts in Michigan.
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PERyISSIBLE VARIANCE CRITERION: MCLOONE INDEX FOR
. MICHIGAN SCHOOL DISTRICTS

,'/ * \ . ' .
# ' » S— ‘ :

RO A 1972-73  1973-74  1974-75°

McLoone - Index ©0.92077 ©0.90104 0.90646
/ Median of School v . N
- Revenue per Pupil  -$758 saf® 4936

/ - The Results for Kansas. McLoone indexes for all types of enroll- -

ment.category schoo] districts in Kansas are presented in Table 14. An
¢/ | - upward trend in the McLoone indexes for the second and the tﬁird category

districts indicate that the McLoohe indei increased, and that many poor

school d1str1cts were moved toward the target spendwng level, e.g., the *

EA

median expend1ture. For the smal]est category, dlstr1cts wtth enrol]-

»

-~

ments under 400 pup115, the McLoone 1ndex was 1ncreased in the first year
of the reform, but decreased in the second year of the reform The'larg-\
est.movemen; toward the target level was~foqnd in the second category |
districts with enrollments between 400 and71g99 followed immediately by

rthe th1rd district category w1th 1300 and over "and f1na11y by the f1rst

‘ql

f 'I category districts of undér 400 pup1ls. o,

TABLE 14

PERMISSIBLE VARIKNCE CRITERION: ‘McLOONE INDEX FOR -
KANSAS SCHOOL DISTRICTS

Lo

—

_ Under 400‘Pupils 400-1299 Pupi]s 1300 & More Pup1ls
T . McLoone * ..o McLoone” McLoone
Index _ Median Index ~ Mediah Index . M-~ d1an

 2972-73.0.86137 ©  $1193, - 0.86390 $834  0.94777  $694 - .
1973-7470.88857 $1173 0.89789 $863  0.94951  §755 - . .
1974-75 0.87912 ~$1315 .0.91646 $963  0.96414 - $856[/

\

—
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Fiscal Neutra11ty Cr1ter1on

" The cr1ter1a of "f1sca1 neutra11ty" can be stated as follows:
schoo] revenue 1evels should not be déhendent upon the d1str1ct wea]ih
but rather on the wealth of the state as.-a whole. J In measur1ng f1sca1
‘ neutrality, two stat1st1ca1 methods wereiemployéd One method ,@@gMLorenz
-ncurve and G1n1 1ndex, sh6w an emp1r1ca1 d1str1but1on of school revenues 1n
a state among the educat1ona1 need units! ranked from Boor to r1ch.qnsterh,
of distr1ct wealth. The other method used was - regress1on analus1s, in
_ which the complete neutrallty requ1res wealth elasticity equal to zero .
.The state a1d’effect on the movement toward the goal of f1sca1 neutra11ty
vwas a]so exam1ned When us1ng ~the Gini index, . the state aid effort can )
bev1d - ed as the di ffefence Qetween the Gini index for d1str1ct reve-
nue and the Gini index for the combined district revenue and'state aid
in the'district reuenue and state aid equatibn- When ustng the regression
ana]ys1s, the state aid effect s - 1dent1f1ed as the d1fference betueen
| weal th e]ast1c1ty in the d1str1ct revenue regress1on equat1on and uealth
elasticity in the d1str1ct revenue. p]us state a1d equat1on The greater
'the difference (expressed_1n percentages), the greater the 1mgpct of'state
aid on the movenent toward the goal of f1sca1 neutra11ty The resu]ts for
' the cr1ter1a of fiscal neutra11ty are presented in the fo1IQW1ng fwo suh—

Y

: sect1ons. (1) Gini 1ndexvand (2) ¥ !ea]th e]ast1c1ty

fC1n1 Index - . T .

* The third set of seven tables, Tab]es 15 through 21 prouide Gini

indexes or coeff1c1ents for I1linois, M1ch1gan and Kansas

i
" o o

Thé_?ésuqts for Iilinois. . TabTe 15 contains the Gini indexes fov

~ district wealth, distpict revenue,‘and‘the;district revenue plus state:
Rl , ; -

111
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a1d for ILIino1s e1ementary school districts.
N L, TABLE 15 ° “
 FISCAL NEUTRALITY CRITERION GINI INDEX.FOR ILLINOIS
) , - ELEMENTARY SCHOOL DISTRICTS
@ ' toe o . v - N
‘L . I 1972-73  1973-74 1974375
- ' " . . LA . . .
"% .+ " District Wealth . 0.2703  0.2665. ‘0.2702
' - - DistFict Revenue . 0¢2665  0.2646 0.2629
Pistrict Revenue and - .
7. State Aid ., . 0.0995 0.0848 0.0727
< State Aid-Effect on h - e i
Equity - S 62.664% -67.952% 70.392%
. . | ' ' . o
- Gini 1ndexes for both district wealth and d1str1ct revenue rema1ned

relatively: stab]e 1n'a11 three years. This indicates that d1str1ct wea]th g

- and district revenue were about as unequal in the second year of the reform .
<A

o

as they were dur1ng the yéar before the reform. When adding the state aid™”""
to d1str1ct revenue, the Gini index decreased to 0. 0727 in 1974 75 from

0 0995”7in 1974- 75 " This downward movement indicates a greater progress

made toward the goal of fiscal neutrality for I111no1s eIementany schoo] ,
'districts. With regard.to state aid distribution effect on equitytin this :
-downward movement of éini index, it appeared to be greater in 1973—74.and
*1974-75 than in 1972‘73 Th1s was shown by the success1ve1y smaller pos1-t

,f
tive vaIues for d1str1ct revenue- and state aid G1n1 1ndexes reIat1ve :

d1str1ct revenue G1n1 1ndexes

For INTinpis h1gh school d1str1cts. TabIe 16° showsgthat d1str1ct

weal th Giniuindex and d1str1ct revenue Gini 1ndexes were relatively

sma]]hcompared‘to'th G1n1 indexes of district wealth and.of d1str1ct

>

revenue in elementary school districts. Gini indexes for district reve-

o

‘nue and state aid show a steady progress made:toward the goal df fiséaI

o112
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neut-raIity-from 1972-73-tp I974-75 This Jﬁiaht have. been due to.the
‘Increas1ng d1str1but1ve power of state aid funding reform The increas-
’ 1ng effect of state a1d distmbutio .can- be seen in TabTe 16. The
effect was 37 percent in ]972,-73 qnd 50 percent in the second year of the

-«

refonn ' e . . . . - (
 TABLE 16 o S

FISCAL NEUTRALI,TY CRITERION: GINI INDEX FOR ILLINOIS
"~ HIGH SCHOOL DISTRICTS ,

s 1972-73 © 1973-74  1974-75

Distﬁict Wealth ..0.1687 0.1683. 0.1677

District Revenue’ = - 0.15%8 0.1540 0.¥%513

District Revenue and  © _
State Aid - 0,0961 0.0844 0.0756

State Aid-Effect on : K _
Equ1ty?' o 32.10?% 45.900% 50.033% y

..
3 ’e - 5
‘ .

Table 17 provides the data.on Gini 1‘ndexes for I11linois un‘it schopl
districts. It appears that d1str~1ct weaIth became more unevenIy d1stmbutnd
dver the three year: per1od Th1s 1nd1cates thit un1t schooI district weaIthi

in III1nms 1ncr~eaSed 1n d1spar1 ty w1th the passage of time.

T TABLE, 17 i
' FISCAL NEUTRALITY CRITERTON: GINI.INDEX FOR ILLINOIS
- v, UNIT SCHOOL DISRCTS v z

19724"'”f3w73+7% ﬂ97¢t75.

' Digict Wealth 0.1154 0:1162  0.1482
District Revenue 0.0885  0.0888 0.1045
" District Revenue and . - g e
. ~ State Aid : 0.0345  0.0265 .-0.0143 7
State Aid Effect on ’ - : . ~
. o  Equity - 61.017% , 70.157% 86.315% .
113 I
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L The increasing values of Gini 1ndexes for d1str1ct revenue 1nd1—l

. cates that d1str1ct revenue'dispar1t1es seemed. to become_larger in 1974-

75 than in l972 73. The increasing district revehue disparities'might
‘. be artly due to the 1ncreas1ng disparities of d1str1ct wealth. Regard-
* less of thepgreatd? district local revenue d1spar1t1es,°a-remarkablg
will\j;phovément~was made in reducing'the'dfsparities of district reyenue with

state aid and,‘hence,'the state moved closer toward the goal of fiscal

neutrality.' Clearly the -movement toward' the goal of fiscal neutrality

g

. resulted from the reform.

The Results for M1ch1gan Table 18 presents the Gin1 ‘indexes ’ for

-

< Michigan un1f1ed school dﬁst‘?cts Both di tr1ct wealth Gini indexes

and distr1ct revenue Gini. 1ndexes rema1ned elat1vely stable over the~‘:
period from l572 73 to-1873-74. The vaTue of .Gini 1ndexes for district -
revenue, however, were greater than the value for district wealtg w1th o
respect to. the state.aid effect on:the moyement té%%rd the goal of

f1scal nedtral1ty, Gini 1ndexes in Table 18 show that a s1gn1f1cant move-

ment was made - toward the goal of f1scal neutral1ty in all three years. .

The state aid effect in 1973=74 and 1974-75 was- relat1vely stronger than

ool ~ the.state aid effect 1n l972 73 With the addition of grandfather clause
' ’ allocation, state aid effect increased by another half percent toward the
' goal of fiscal neutrality. . ‘l'“é' 3 ‘: : ; . o ' ‘f
; | The Results for Kansas ‘élni indexes in/;able 19 show that the

d1str1but1on of d1str1ct wealth was as uneyudal at the end of the study
per1od as at .the beg1nn1ng for Kansas school d1str1cts w1th pup1ls under
400. A not1ceable change was shown in the d1str1but1on of d1str1ct

. 'revenue. A trend -toward 1ncre5§1ng,dfstr1ct revenue d1sparjty d1d not

114
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A - L : P 4
S . ' S ' TABLE 18- ’
R FISCAL NEUTRALITY CRITERION: GINI INDEX FOR MICHIGAN
S SCHOOL DISTRICTS
s e I ' ] s
\<, - — ‘_o’
; 1972-73 A973-74 - 1974-7%’ .
District Wealth =~ 0.2059  0.2034 "0.2046
District Revenue - 0.2228 0.2191" 0.2192
District Revehue and . . - .
State Aid o 0.0562 - 0.0465#‘f0.0444 ’
- District Revenue and . # -
~ * State Aid and Not & *~ 0.048F 0.0444
* Grandfather C]q“se. . Availg . ' .
R - Allocation - o o } L
v State Aid- Effect on - . - T G
- .. Eguity in Percentaga-wise 74.775% 78‘777% 79+735%
Grandfather, Clause : ' S
_ ' ’ Allocation ‘Effect on Not 0.684% - 0.000% - - -
e ' Equity - .. - “Available . . T
. ‘ . ' o ‘ . C e
- - ‘ ¢ . TABLE 19 o C
R - FISCAL NEUTRALITY CRITERION GINI - INDEX FOR KANSAS :
SCHOOL DISTRICTS (UNDER 400 PUPIL§) ' N

.

1972-73 1973-74 1974-75

, ® . . - .
4 District Wealth ©0.1997 0.1962  0.1973
" District Revenue 0.1407 0.1955 0.1892 N
District Revenue and * ~ . 3 . “ _
n State Aid - 0.0961 0.0816 . .0.0835
. State Aid Effect on Equity 31. ?8%_ $8.261% 55.867%

offset the strong Kansa§ e%fort on the mermént toward the goa] of fiscal
neutrality. The magn1tude of G1n1 1ndexes for d1str1ct revqnue with state

"-a1d decreased from 0. 0961 in 1972- 73 to 0. 0835 1n 3974 75 IThe 1mpact of

-~

state ald‘d1str1but1on on~equ4ty was largely increased from a low Ievel in

LS

- 7972-73 to a rélatively high Tevel in 1974-75.

J ' ) ) ) . ’ ‘\‘. .- r
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N The results of the Gini ipdex for Kansas schoo] d1str1cts (400=
. 7
1299 enro]]ment) are presented in Table 20. A
. TABLE 20 )
e Ve
FISCAL NEUTRQLITY CRITERION GINI INDEX FOR
KANSAS SCHOOL DISTRICTS (400- 1299 RUPILS)
) j . 1972-73  1973.74  1974-75 !
’ . : - %T - - i N . -
District Wealth o 0. 2033 .. 0.2058 - 0.2226
*District Revenue ‘0 1454°.  0.2362 0.2398 .
" District Revenue and{State A" 00934 - 0.0775 .. 00711 -
State AJd/E(féct on Equ1ty . 36.451% , 67..188% 70.075% o

r . N\ 5

/7 - . ~ g
4 - el
«
- . . -

- -
9 -~

table. District revenue -seems to become more unevenfy distrjbutedfin

‘ﬁthe reform years than in the year before the reform. In spite of more :

.

unevenly dfstributed d1str1ct revenue the movement of the G1n1 1ndex

vaI%es over the years of the study show-clear]y the distributional. im- .

The_ changes in district wealth disparity are shown in. the  above

" pact of the-reform The state a1d d1str1but1on effect on equ1ty in RS

1974- 75 was tw1ce as large in 1972 73 A marked 1mprovement was made

o) .
-~ . s

toward the goa] of f1sca1 neutra11ty

" Gini indexes for d1str1ct wealth in Kansas school districts w1th .
puoils 1300 and more, presented in Table 21, 1nd1cate-only slight change
in the'distribution of district‘Wea]th Like the results of district

disparity 1n the f1rst and second enrol]ment category d1str1cts. -the

'd1spar1ty of d1str1ct revenue seems to have increased in 1974 75 over

1972~ 73 In sp1te of -more unequal d1str1ct (1oca1) revente d1str1but1on,
7’

the G1n1 1ndexes for district revenue w1th state a1d appeared to be

| ;smaller at the end of the study period than at the beg1nn1ng A

110

A



,) | L K - 106
' noticeab]e state effort was hade in. reduc1ng ]arge district revenue d1s- i

parity and hence the sta“L moved toward the goal of fiscal neutra]mty.
\ S TABLE 21 N

FISCAL NEUTRALITY CRITERION' GINI INDEX FOR KANSAS
. SCHOOL DISTRICTS (1300 AND MORE PUPILS) '

¥ -

1972-73  19713-74 1974-75

# . ‘ ' . ’ - . .
District Wealth . =~ 0.1335 0.1326 ~ 0.1419
. e District Revenue - 0.0671 0.1217 .0.1302
. - District Revenue and State Aid 0.0330 0.0290 - °0.0250
' . State Aid Effect on Equity 50.819% ° 76.171% 80.798%

o~

;), * Wealth Elasticity -

\ The last set af seven tables,” Tab]es 22 through 28 show wea]th
e]astfhit1es for I]ﬂ1nois Michigan, and Kansas. wealth e]ast1c1ty is
o measured by the log-linear relationship between revenues per educat1ona1
need\un1t ‘and wealth per educational need unit. A complete fiscal neu- :"

trality requires wealth elasticity equa1'to_zero. ) .

The Results for I]]inois A 1ogar1thm1c transformation was

e app]ied to the I]]1no1s data on the d1str1ct revenue equat10ns and
the total of d1str1ct revenue with state aid equations. In d1str1ct '
wea]th regress1om wea]th e]ast1c1ty was f1xed and had value of 1.00. -

; The wealth elasticities in the. d1str1ct local revenue funct1on for

. 11111no1s elementary districts presented in.Table 22_are less

@ than 1.00. This indicates that district local revenue |

" shifted away from fiscal neutra]itv and were more : .

C1

~
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- dependent upon district wealth. In 1974575, a one percent increase in
district wealth would Tead tdb a 0.9176 percent increase in qistrtct
¢ . ‘ .

revenue. This heaqudepehdence on district wealth was significantly

" reduced after the infusion of the State aid distribution. .
L o . ¢ . A0
' - TABLE 22 '

# : , o y

'FISCAL NEUTRALITY CRITERION: REGRESSION APPROACH . FOR
: ILLINOISJELEMENTARY SCHOOL D\STRICTS

Y e
< d : R : ) ‘)
.-1972-]3 1973-74 1974-75 - .
" District Wealth - - 1.00000 °*1.00000 1.00000 = -~ . /}’{
District Revenue 0.90838 0.91657 0.91760 ~. ~
District ‘Revenue . . : : "
and State Aid 0.27679 0.24592 0.23293 .
AState Aid Effect . T '
on Equity - ° 69.529% - 73.169% 74.615%
T

In t?ﬁ district revenue plus state a1d 1og regress1on,equat1ons,
the downward sloping indicated that state a1d d1str1but1on moved” the
state closer toward the goal of fiscal neutra11tym-s - |

| Wea]th elasticities in revenue 1og<regress1on equations are pre-

. , sented in Tabie 23 for. 111inois high school districts. The elasticities
”t~ of district. revenue withbrespect to district wealth afe relatively high
and increased with the,pa-.nge of time. The higﬁ level of wealth elas-

P

ticities show great influence of district wealth on per, TWADA district-

revenue /// f

_ In/Table 23 the'weaith elasticities dec]ined when state aid was
‘ added into the log-regression equatjont- Upon'comparisbn'amgng wealth -,

elasticities in the three years ander 'investigat‘ion, the trend was gownward.

118

n-



. 108
; TABLE 23,

FISCAL NEUTRALITY CRITERION: REGRESSION APPROACH FOR
ILLINOIS HIGH SCHOOL DISTRICTS.

.
“~

LI —_

1972-73  1973-74 - 1974-75

’~ o ) ’

< ) . - . > - 3
‘ District wealth 1.00000 1.00000 ~ 1.00000
S ’ District Revenue 0.82471 0.85144 0.86096

* District Revenue and - .

2 State Aid 0.44843 0.39949 . 0.34834 . - Y
.. State Aid Effect . a ‘ - .
. G on Equity " 45.625% 53.081% 59.541%
LI ¢ ‘

afThe variation of wealth elasticity between 1972-73 and 1974-75 was near

0 10 (decrease about 23 percent). Such 1arge variation between weaﬂth

.w/

e]asticit1es c]ear]y demonstrate the distributive power of state aid in
the reform years The state aid effect on the movement toward the goal *

- for I111nois h1gh schools was increased from 45. 625 percent 1n 1972 73.

/

to 59.541 percent in 1974- 7. , L LN

Table 24 prOV1des the data on wealth e1ast1cit1es for I11ino1s
"unit schoo1 distr1cts '
" . .. TABLE 24

FISCAL NEUTRALITY CRITERION: REGRESSION APPROACH FOR
- ILLINOIS UNIT SCHOOL DISTRICTS '

A

1972 73 . 1973-74  1974-75

~ District Wealth 1.00000 1.00000°" 1.00000

District Revenue 0.94341 - 0.89965 0.90780
District Revenye and .
State Aid 0.21683 0.17640 0.13478
State Aid Effect
on Equity - ' 77.006% 80.392% 85.153%
*”\ . .- "119 . ' .
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'Similar to the results of wéa]th elasticities in district revenye
functions for [11inois high school districts, the clasticities of dis-
trict local revenue with regpect tqidistr1ct wealth show heavy dependence

of distrist reve?ue:qug djstr%ct wealth. However, they are decreasing

-
‘

somewhat with the passage of time.,
\ Y ’

o distributive bowgr of’staté'aidﬂwas'greater in the reform years than in

’With'regard to State aTd effect, the -
’Rd - N q .

the yea} before the reform. The distributive power was 77 percent in

| 1972-73, and 85 percent in 1974-75.. The increasing state aid distributiw

3.

P .

_power indicates the improvement, of .equity in financing I]]inois\gnit

-school distrists. |

' The.Resu1ts for Michigan; Wgalth g]astfcities in district revenue
’1og¥regression functions for Micbigan school\fistricts presented in Table
25 were as large as wealth elasticities in the district revenue fuﬁction
for I1inois elementary schdo] districts. The elasticities of district
reveﬁue plus sta::laid in Michig%n'were dGC1in}iﬁ from 6.52613 in 1972-73:
to 0.13532 in 1974-75. With thej distéut'ion of the gran_dfather clause
‘ﬁllocation, théf?urther reductidn of Wea]th e]asticities‘re3u1ted duriné
the first year of the reform, but not during the sgcond year. The decreas-
ing wea]th’e]asticities were due to the distribution of state aid plus the

»° grandfather clause allocation. This trend demonstrates. a marked improve-

ment of the Michigan financing system with'respect to reaching the ggal of

¥

fiscal neutrality. ' N g

The Results for Kansas. In Jable 26 wealth elasticities for Kangas
school diétricté under 400 pupils are preseﬁted, The increasing wealth .
é]asticities in district revenue functions was found in the table. In
spite of the nogiceabie change 6f wealth elasticities in district local

revenue in a negative direction, the state aid distribution in the reform
y

T
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TABLE 25

" FISCAL NEUTRALITY. CRITERION: REGRESSION APPROACH FOR
MICHIGAN SCHOOL DISTRICTS

S
PR 3 0("

1972-73  1973-74  1974-75

— o
= “ o - . LY} _ ’ : L - "
District Wealth ° . 1.00000 . 1.00000 1.00000 -7
‘Dis€rict Reveue . 0,90447 0.87829 0.85880 - - S
" District Revenue and - : ‘ R
State Aid - 1 0.22613 0.13995 0.13532
District Revenue and : _ '
State Aid and - . Not 0.12951 0.13507
Grandfather Clause  Available s
( Allocatian . . " _ . T
" State Aid Effect on - . o
Equity” -7 74.990%  84.065%  84.243%
Grandfather C]ause o L
Allocation Effect =  Not . - 7.459%
on"Equity . ' Available
T, ’ H \
LR TABLE 26
F;SCAL NEUTRALITY CRITERION: REGRESSION APPROACH FOR ] -

KANSAS SC\OOL DISTRICTS (UNDER 400 PUPILS)

7

. o 1972- 73 1973-74 1974-75
* District Wealth . .1.00000. 1.00000 1.00000°
District Revenue 0. 69873v 1.01987 0.97208
District Revenue. and ‘ . .
State Aid : 0.47008 0.42403 0.41440
State Aid Effect on _ o )
Equity ! - 32.723% 58.423% 55.7687 -

< *
-

~years reduced the wea]th elast1c1t1es in d1str1ct revenue by about 50 per-
cent and -also moved further toward the goa] of f1sca1 neutra11ty
The upward trend of wea]th e1ast1c1t1es in the d1str1ct Tocal

revenue function for Kansas schoo] d1str1cts with between 400 and 1299

121



pupils are also shown in Table 27. The wealth e1ast1c1t1es in- the,

‘ dlstrlct local revenue functions i 1973 74. amd in 1974 75 exceeded the
1.00 which was 1nd1cated in the wealth élasticities for wealth itself.
Thislexceeding of 1.00 may be2dde to the cBmpdsition of district revenues
or to. the change of tax distribution. Further research about the.distri-
bution of tax'ratedand'district'revehue’cqmpositjpn needs to be ddne.l'In .
'@%eb]e 27 the state aid’effect in reducing the heevy ded"ience upon local.
resources seems to be apparedt e effect was 36 937 percent 1n 1972 73;

.

and increased to 70.994 percent in 1974-75,

TABLE 27

FISCAL NEUTRALITY CRITERION: REGRESSION APPROACH FOR
" KANSAS SCHOOL DISTRICTS (400-1299 PUPILS) > u

1972-73  1973-74 .. 1974-75<

District Wealth 1.00000 + 1.00000 1.00000 L
District Revenue " 0.69852 1.16367 1.08045 ' ‘
District Revenue and SR _ '
- State Aid X - 0.44051. 0.37415 " 0.31339
State Aid Effect-o$ S . ‘
Equity t 36.937% 67.847%. 70.994%

In Table 28 a similar trehd.ot‘weaTth e1asticity in the district
revenue function for Kadsas school districts of betweeh 400 and 1299
pupils can be observed in district reVenue‘fuhctidhs for "Kansas districts'
ot over 1300. The state aid effect ih achieving the»goel of fiscarrneu?
trality wes pronounced.’ The wealth elasticities in the equatiod@#@?;__
"districturevenue plus state aid were reducedctrom 0.22731 in 1972-73 td.
0 14012 in 1974-75: This.large reductiod of inf]uence of district revenue.

on school revenue was apparent]y due to the greater ﬁ1str1but1ve power of

12~ _ | .’.
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©

state‘a1q‘ﬁn the reform years. -

e TABLE 28
3 * FISCAL NEUTRALITY CRITERION: REGRESSION APPROACH FOR .
- * KANSAS SCHOOL DISTRICTS (1300 AND MORE PUPILS)
o 1972-73  1973-74  1974-75 ,
* ¢ ' iy . > . . . . .
. ~ District Wealth - 1.00000 1.00000  1.00080
" " District Revenue . 0.41713 .0.79460 +0.83367

- ~* " District Revenue and State Aid §.22731 0.18568  0.14012
- * State Aid Effect on Equity 45 '506% . 76.632%: 83.192%

o Summar " .. »
¥ o '. < i '. - . . 4

The'major purpose of this.stndy has beenlto investigate-tne degree
to. wh1ch schoql revenue equ1ty 1mproved after the adopt1on of new state
aid funding systems nn I]]1no1s, M1ch1gan, and Kansas. Equity was defined
in terms of two. cr1ter1a—~perm1ss1b1e var1ance and f1sca1'neutra1ity Per;
_m1SS1b1e variance requires narrowing the var1at1ons of school revenue per
pup11 among schoo] districts to some "permlss1b1e" amount, while fiscal
neutraljty.calls for less dependence of school,revenue upon dietrict
- © wealth. Two statistical methoas were énplfed to the data under each
ciiteria._ The eoefficientiof-variation and the McLoone'Index‘nnder the
permisstb]e verjenée.crtterih Wefe u;ed'to measure the varﬁénce of the |
-entire school tevenue distribution and of the 'school revenue distritu-
tion bejow the median. Under the cnitertg of fiscal neutrality, the: &
‘Gini 1ndexsand_regression analysis were uéed. "The Gini index regards‘: n
%hq nature of school revenue distribution nith respect to district

.wealth. The Tower the Gini index,,thelless the dependence. of.

" @123




school revenue upon district wealth. In the regression analysis, wea]th
elasticity was}génerated froﬁ revenue functions_with Togarithmic trans-
formations. The’value of ﬁea]th e]asticity indicated that'théipercentage -
‘of change in schoo] revenue was to a one percent change in district
d.wea]th The statistica] resu]tsd:j‘m{each me thod under each criteria for
I]]inois, Michigan, and Kansas presented in the fore901ng section are
summarized as follows. ' ‘ ' _

1. District Wealth disparities measured by both thg/c:efficient
of variation and Gini index in I]]inois e]ementary school districts were
relatively high when compared with\the disparities in I]]inois high school
, districts and unit. schoo] districts The disparﬂties of d1strict wea]th*
in Michigan schoo] districts”were as large as ‘the disparities of district
wea]thtih/1111n01s e]enentary school d1str1cts However, a slightly

.decreasing trend of d1str1ct wea]th d1spar1ties was apparent in Michigan

school districts, but not apparent in I]]in01s elementary schoo] d1str1cts

- For Kansas school d1stricts, d1str1ct wea]th dlsparities in a]] enro]]ment

"categories of schoo] distr1cts were moderate]y high. Ihere'also appeared
no c]ear reduction of district wealth disparities. )
| 2. As part of the results of re]atiVe]y high levels of district

wealth disparities in I11inbis ‘elementary. qghoo] d1str1cts and Michigan '
schoo] districts, the d1spar1t1es of district local revenues wére a]so at
"high leVels. For the Kansas school d1str1cts, district local revenue dis-
parities -became even greater-in 1973-74 and 1974-75 reform years.than in- .
the year 1972-73 which was before the reférm. ’

3: In spite of high levels of district local revenue disparities
in school districts in all three states,ia substantial reduction in the

: amount of school revenue d1sparit1es existed. The reduction of school
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revenue disparities seems to be due to the’ great distributive effect of
;state aid. ‘ ' |
4. Dpwnward trends, of sehoo1 revenue disparijies were observed
‘tn all three stetes. The”donnward movement over the school years included
fin the investigation showed clearly the distributionaf‘impact of the 1973.
_'school f1nanc1ng reforms in the states of Ill1n01s, Michigan, and Kansas.
" 5. W1th regard to f1scal neutral1ty. the downward movement of
i G1n1 1ndexes for school revenues wlth respect to district wealth were
revealed }n all three states, and jndicated that there appegred a signifi-
cant jmprovement of state funding systems toward the goal of tisca] neu- /4
 trality. ' | ,
b In add1t10n to ‘the measurement of f1scal neutrallty by Gini N
I1ndex. regress1on analyses were employed wealth elast1c1t1es in district P
”revenue funct1ons were found to be relatively high in I11inois and Michigan
' schoo}\districts. but aqnly moderately high im¥Kansas school -districts.
Regardléss of the high level of dependence of d1str1ct revenue upon
dlstrict‘nealth wealth elasticities in district revenue plus state aid
'functions nere substantlally redUCed Moreover, the downward movement of
nealth elast;elt1es were ev1dent in all three states. There .seemed to
nave been menkednimnrovement in reducing the dedree of dependence of .
\S*\; schod} revenye;upbn d{strict wealth to a substantial extent. _This meved
| I11linois, Michigan, and Kansas toward therqoa]'ot fiscal neutrality. h ~ i

\

<

General Conclusion and Major Limitations ; o

The evidence presented in this study suggests that the adoption
of the grant-in-aid system known .widely as "district power equalization"

in the'three states of IlTinois,.Michigan. and- Kansas in the summer of

- 125




v - / S L ‘ " _ - ]]5

. (5
. 1973 d1d rerve to mnve those states toward various equ1ty goaﬂs 1nc1ud1ng

. | -the gda1 -of fiscal neutra11ty.nat least as those goals. are operat1ona11y
def1ned 1n this study There are several 11m1tat1ons on this maJor Gon-

T c1u51on First, there ig sone ev1dence that very. poor distr1cts in IT11i-

@
N

no1s‘and M1ch1gan may- not have moved'as fast toward the state med1an

4 expenditure as most advocates of equ1ty criteria would have W1shed

[4 N

- \)‘h
,)3econd the evidence presented here fs for only two years after the’ reform

in all three states It cannot be said with certa1nty that the longer

L..r

. term effects of district power equalization are as. benef1c1a1-as the~short

L3 Et

term effects appear to be or that“they wgﬂﬁd be greater. Th1rd,1d1str1ct ;
power equa11zat1on grants-jin- -aid vary great]y from state to sta¢e as the |
1nformat1on in Chapter I1I clearlyfhows. It cannot be sa1d w1th certainty
.. that a]] forms of grants-in-aid fitting under the genera]vcategory of.
"district power equalization" would have the same effects as- those inves- .
tigated here' Fourth, the eva]uat1on here&1s in ‘terms of the tota] effects

of these grant-in-aid reforms. It cannot be sa1d w1th certa1nty which

parts of these comp]ex laws produced the effects noted here F1na11y, ‘the

evidence presented here relates sg:ely to the state general purpose grant-

~

in-aid and no ev1dence is priéented dea11ng w1th the effects of state cate-

-

goricals or_federa] expenditures. However,&w1th these five limitations
born clearly in mind, this study should offer some deqree of comfort to

state 1eg1s]atures that have e1ther (a) recently adopted d1str1ct power

'

equa11zat1on systems, or (b) are not act1ve1y cons1der1ng the adopZ}on of

\

such grant-in-aid systems.

r

Recormendation for Further Reréarch V

v

The following recommendations for additional research are suggested

W The examination of the effect of chanqging tax rate distribution
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' on the distribution of school revenue for operating purposes in district

power equalization states. As iindicated in Chapter I, the distribution .

'power equalization system has as its unique nature "reward for effort.”

Under this system, the‘major concernlis how "perfect" fisca1-neutra1ity

can be achieved. Thus, future research could determine if the district’ ‘}
‘power equalization system has more positive effect in stimulating moder;
'ateTy rich school districts to_raise their tax rates than it has in stimu-
Tating the poorer school districts to raise the1r tax rates If this |
effect §s determined to be operat1ng, then the d1spar1ty of schoo] revenue
wou]d be sh upward and thus move the state away fromthe fiscal neu-

. trality. TE{:::Z'the state toward fiscal neutrality, wealthy districts
- — should get a lower percentage of matching state.revenues for local taX"

rate increases than do poor school districts- Thus, it is extrehe]y

1mportant from a po]1cy or1entat1on standpornt to determwne the effec? of
A

district power equa11}at1on formu]as on. chang1ng local 'tax’ rates.

2. The compar1ng,and contrast1ng;of the character1st1cs of schoolv

dlstrlcts that passed tax referendums and of schoo] d1str1cts which fa11ed .

" to pass tax referendums in financing public schools. Districts with h1gh

effort in passing tax referendums may be those ‘having high property Wéa1th,'
high income, and shigh levels of education.' Districts which failed to pass
tax referendums may be those hav1ng 1ow property wealth, low income, 1ow

i educationa1‘1eve1 and located in rural areas. If s0, it suggests that the
socioeconomic var?ab]es mtght serve an important funct1on in determ1n1ng
whether or not other d1str1cts can pass :he1r tax referendums. Thus, the
opt1ona1 1oca1 taxat1on may nat serve/thé purpose of ach1ev1ng the goal of
fiscal heutra11ty because wealthier school districts w1th a higher propor-

tions of h1gh1y educated people, for exampte, may tend to provide more
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~educational resources for their chi]dren thah do poorer school districts
‘rhdth a lower proportion. of highly educated people Thus. determ1n1ng 1f
optional local taxation helps move. the state schoo] districts toward the
| goa1 of f;scel neutrality 1s of pr1me Qmportance If the opt1ona1 taxar-
’ °t10n feature is counterproductive toward achieving fiscai neutra11ty, 1t

" should be constrained. R s

'3. The examination of the effect of school revenue control on the

v

distr1but10n of schoo] rJyenue in relation to district wea]th A number

of states, such as Kans%s. Colorado, Maine,pand Wisconsin recent]y have
“specified the maximum limit of budget expans1on If d1str1cts with- high
preperty. assessed va]uat1ons 1ncrease their budget more frequent]y and
closer to .the Timit than do the distr1cts with Tow assessed property
’ valuat1on, the d1spar1ty of schoo] revenue among rich and poor school
.o d1str1cts.tends to.1ncreese with the passage of t1me. In order to remedy
this situation, the different budget 1imit may need to be specified ;
inversely'tn‘relatiun.to the district wealth.  Thus, the relationship of.

district wealth to budgetoexpansion needs further'study.~
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