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ABSTRACT

This study.eiémined the relationship between operating tax rates
and seiected sociceconomic variables. The elementary, high school and
unit districts were Separétely rarnked by operating tax rates and were
equally divided into the following four,quartiles:' iow tax effort, low
imadium tax effort, high medium tax effort and high tax éffort. ‘Giserim-
inant ana1ysis was used to construct a profile for each of these groups.

"The reéu]is of this study confirmed:the general belief that
differences in fiscal capacity and educational :spirationé contfibuted
to differences in lo;al Lax effortl The Tow tax effort group was
characterized by.a higher assessed valuation per ADA than were the other -
threa groups. The high tax effort group, on the other hand, was
characterized by high education attainment, high percentage of profes-
sionals, high average income, high incidence of.residential value,
high density and high urbanization. The'hiéh medium tax effort group
was similar in some respecté‘to the high tax effort group. Howevef,
the low medium tax effort group was unlike any other group. Although
its average assessed valuation was close to that of the higher tax
effort groups, the lo- medium tax effort group manifested lower educa-
ticn attainment and a higher concentration of Tow income families.

This demonstrated the importance-that income, population density, share
of residential base, eduéationa] attainment and_profession p]ayed in

determining the local tax effort.




PREFACE

For over half a century, students of school finance have debated
whether it was possible to provide "incentive" grahts to local schoo]‘
districts and, at the same time, to use the fiscal system of the sta;g//
to attain the long sought public policy goa]iof equalizing educatigﬁé]

opportunity. Conventional wisdom has held that it was not pbssipie to

accompiish these two goals at the same time, as seen in this excerpt from

the works of George D: Strayer and Kobert Murray Haig in 1923:

* Any formula which attempts to accomplish the double pgépose cf}

equal.izing resources and rewarding effort must contain elements

which are mutually inconsistent. It would appear to/be more

rational to seek to achieve local adherence to proper educa-

tional standards by methods which do not tend to destroy the

very uniformity of effort called for by the dcctrine of -

equatity of educational opportunity. .
But school finance has always had its share of herétics to the "accepted
faith;" and a long line of scholars from Harlan quégraff to the current
- proponents .of "district power equalization" have bé]ieved that somehow
the two goals of (a) stimu]atiné local schnol districts to tax moré and
- spend more, and (b) reducing disparity between school district expendi-
tures, could somehow be reconciled. Tﬁomas WefQChi Yéng and Ramesh
Chaudhari now add their contribution to this jong debate. -This is
especiaily timely since the State of I1linois is currently engaged in a
re-evaluation of the iocal incentive system that was passed in the summer
of 1973. This research should add substan;ia]]y to that{pp]icy,re-
evaluation. ' '

Thomas Wei-Chi Yang is an Instructor in the Department of Educa-

tional Administration at I1linois State University and Assistant to the
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Director of the Center for the Study of Educational Finance. Ramesh
.ChaudhariAis_Chief Scienfific Programer at the Compﬁter Services Division
of Il]inois'State University. Asvis customary in all the pubiications of
the Centgr, error; of fact or opinion are sof&]y those of thelauthors and
po]icy statéments or conclusions contajned herein do not necessarily
refliect the po;ition of the Center or of the University. Fﬁnds for this
research were provided by the Il1linois Office of Education. - Dgta were
brovided by the I11inois Office of Edﬁcation and the Socioiogy Depértment
of I1linoic Stcte University. The federal! census data uéed in this study'
were ccnfributed by. Dr. Véfnon th]mann, Professor of Sociology and a
Research Associ%te'in the Center for'thé Sfudy of Educational Finance.
The policy conc]usionsAexpressed herein:are those of the’éuthors and must

e
not be construcd to be the officia] position of the I11inois Cffice of

Education or of any other cooperating agency. ‘

G. Alan Hickrod
CojDirector

Ber: C. Hubbard
Co-Director
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- CHAPTER 1
INTRODUCTION

School districts in the State of I1lincis exhibit wideiy varying
local tax effort to support fheir educational program. In I11inois, the
operational money avei1ab1e'to schools is obtained from a large nupber
of funds with independent taxing powers. Local distrfcts heve‘authOrity
to levy, by action of the schoo].board_end/or by vote of the people,
additional taxes so that the quality of edueation may be imbroved. The
exercfse of local independent taxihg power 1s‘We]1‘eStabTished and com-
monly considered‘important‘in the maintenance of ]oeal contrb] of educa-
tion. However, this local taXing power haS'receht]y eaised'significant

.questions with regard to equa]1zat1on of educatfona] opportuni%y Many—
educators and legislators feel that the level of d1str1ct tax effort in
support of pub]1c educat1cn is closely assoc1ated with the 10ua1 social,
economic, or po]1t1ea] conditions. These conditions have somet1mes
‘worked to the disedvantage of worthwhile educat1on. The citizens of
some communities have, withcut due'conside;;Eion to the censequences,
deprived.their own children of & good education. | |
Most studies of refohm, harticu]ar]y in the State,of I1linois,

dealing with the problem of equity in educztional cpportunity have

]Kern Alexander and K. Forbis Jordon, “Equitable State Scheol
Financing," in Educational Need in the Public Economy (Ga1"esv1]]e,
Florida: The Uriversity cf F10r1da Presses, 1°76)

1
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2
focused cn fiscal neutrality as a measure of éqaity. There has not been
much research bub]ished in the avea of tax effort diétribution, One
prob]em contribqfing to this lack of publication in the past has béen
the lack of interest in the dispersion of district tax effort. Often
“there is concern that certain districts are being favored or short-
changed, but seidom is there discussion of the fmpact of adopting cer-
tain fuﬁding prcgram; on equal educational bpportunity. A state fund-
ihg system that is designed to offer incentive grants to school
districts levying higher local taxes must address‘%he problems  created
by wide vériations in district tax effort. A'chifd‘s educatiqn'may be
seriously impaired or restricted if local aspirat%on levels inhibit
school district authorities from utilizing resources that are present
in the tax base of the local school district.?

n Inladdition to the local aspiratfon factor, the study will also
Q iijf%a]] attention to some variables that are important in the'process cf
' local décision making with regard to tax effort. No% all 16ca11y—
imposed taxes are truly local in nature. Some local taxes may be
exported to other communfties. The taxes oh industrial and commercial
businass properties, for exaﬁple, may be transferred outside the'taxing
jurisdiction through forward snifting to consumers and backward shift-
ing to the non-resident suppliers. 'Loca1 taxing power is increased in
high commefcia] and business areas while it is redﬁced in low commehgia]

and business areas because a large proportion of non-residential .

property would mean that voters' tax dollars would be supp]gmented by

2A]exandér and Jordan, "Equitable State School Financing."
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the much larger contributions of commercial and industrial property
owners. 3 |

Local spending decisions on education could also be affected
if the educational benefits are extended to an area larger than the
decision-making local school disfrict. Thishséems to be Tikely whereg
local sc;oo] distriﬁts cannot close their borders to the cifizens of
the other school districts. Such school districts have 1ittle control
over the flow of education}bénefits beyond their boundaries. Where
the local séﬁqol district that hakes decisions concerning spending on
'educatiéq services cannot completely internalize costs gnd benefits,
it may Qnderspend or overspend.4

If one or more factors, such as local aspiration?,benefit spi]i-
ovef, or cost spillover, has a significant “mpact on ]oéai bub]ic
schoo].spending levels, then the adoption of a Diétr#ct Power
Equalization system (providing local incentiQes-whi]e equalizing
per-pupil district tax base) would not lead to substantial egquality of
educational oppoftunity. In sUch.circumstances, the desirability of
continuing to grént each local district independent education taxing
power would be doubtful. - o
Thus, this study focuses‘on‘the relationship between selected

socjoéconomic characteristics of local school districts and tax effort

. and seeks answers to questions concerning the determinants of local

3Arthur J. Alexander and Gail V. Bass, Schools, Taxes, and
Voter Behavior: An Analysis of School District Property Tax E]ect1ons
(Santa Monica, Ca11f Rand Corporation, 1974).

4a1an W1l11ams, "The 0pt1ma] Provision-of Public Goods in a
System of Local Government," Journal of Political Economy 74 (February
1966), 18 33. .




tax effort. Some questions -that might be answered are as-fo}]dﬁé;

Is local tax effort a positive (or negative) function of local wea]thl
or fiscal ability?. Do sccioeconomic chéracteristics.of thé.1oca] ‘ |
scﬁoﬁ] districts appear‘to influence the ‘decision o% the local tax
effort? Can a generalized profile of tax effort iq.re]atipn.to socio-
econoﬁic-characteristics be developed from this study? *The answers to
these questions may provide a better upderstanding of the complex -
nature of local tax effort. é}om the fesu]ts of the analysis, under-:
lying factors affecting the determination of local tax effort may4bgi'
identified. The identification of such factors cgh]d prdvide valuable-
information for improving the degree of equal edu;ationa]‘ppportunity '

among school districts. .

)
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CHAPTER II
RELATED LITERATURE

The study intended to gxamine the relationship between school
district tax effort and selected socioeconoﬁic variables. AThe purpose
of this section is to review relevant literature and research tﬁat both
focuses directly and%exc]usively upon school tax effort, and looks at
local tax referenda %or the educatioh}] fund in conjunction with other‘
types of local refakénda. The local tax effort generally is related to
local fiscal ability and demahd‘fbr pub]ié education. The selected
]1terature and research in this section, therefore, are divided into
two parts. The first examines “‘factors affect1Ag the local fiscal abil-

|

ity; the second sxamines factors affecting the local demand for educa-

. ) ‘ ' ,
tion. ‘ ]

Factors Affecting the Local Fiscal Ability

\
Assessed Property Valuation Per Pupil

A measure of local district fiscal ability to support education
normally includes real property values. From the standpoint of the tax-
ing school district, assessed values are more important than are markef
values. Together with the tax rate, the district’s ability to raise
tax revenue is determined by local assessed values. For this reason,
assessed values, instead of real values, is selected as a measure/of
local fiscal ability.

- | 11
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With a fixed amount of school budget, a school district with
high assessed property—*a%uatioa.aer pupil is able to generate rela-
tively highlrevenues per pupi] with”a relatively low tax rate. A
school district with a re]ative1y*Tow‘aSSessed valuation of reai
property per pupil is only able to generate relatively ]ow revenues,
even w1th a considerably higher tax rate. Thus, a negative re]at1on-
?ehip between assessed proberty valuation per pupil and tax rate would

be expected.

i
\

o)

- Share_of Residential Property

'{ Many studies put their emphasis on the total property tax base
}

per pupil and seldom give proper attention to the compositicn of tL
Iy

lozal property tax base that also 1nf1uences local decisions to pros
vide educational services.” In general, the schuvol tax base can be |
divided into local and non-local Compoﬁents. .Not 211. locally-imposed
taies are truly local in nature. A school district with a high per-
centage of commercial and industrial property may exert a high tax rate
simply because a sma]]_portioh of taxes raised by residents of the
local district would be compounded by the much larger. contributions

\gf commercial and industrial property owners in the district. This
variable may be a measure of cost spillout. Thjs cost spillout vari-
ab]e‘might be negatively correlated Qﬁth the 1e$é1 ov tag rate. The
1973 study of cost and benefit spi]]outs as factors affecting local
taxation for public schools in West Virginia by Bowman‘clearly revealed
that access to a tax base that enables voters to_impose taxes for

! local use while exporting part of the burden outside the taxing juris-

diction was significantly and positively related tb the levei of local

12




taxes per pupi].5
Income
In}many respects, income provides a better measure not on]yhof
, , capacity but also of the ab111ty to pay the taxes that have been levied
o since the true capacity of a local d1str1ct is determined by flow of
resources as we]] as by the taxab1e resources ava1]ab]e.6 Many stud1es
have 1ndicated a positive re]ationship-between income and the school
7 tax referendaﬂe]ection outcome. Mi]steih andUJennings' study of success‘
or fai]urelon bond referenda in western New York.during 1968-69.found
that districts with a high percentage of low incomelfamiTies were more
"11ke1y to perce1ve the school bill as excessive. 7 Gallup's study of
g:“da1ts attitudes toward schoo] referenda further supports Milstein and \?
: Jenn1ngs finding that higher 1ncome peop]e were more favorable toward
school tax increases than were lower income. peop]e 8

Population Density

"Because of the overfap‘of-loca] school districts and local govern-
mental units, both must look to the seme tax base for their support. -City

governnent's expansion in utilizing local resources, for example, could:

-

SJohn H. Bowman, "Cost and Benefit Spillouts as Factors Affect-
ing Local Taxation for Public Schools." An invited paper presented to
NTA-TIA Outstanding Doctoral Dissertation Awards Program, National Tax
Institute (September 12, 1973)

6a1exander and Jordan, "Equitable State School Financing."

"Mike M..Milstein -and Robert E. ‘Jennings, Factors Underlying
Bond Referendum Successes and Failures in Selected Western New York
School Districts: 1968-69 (Buffalo: Department of Educational Adminis-
tration, State Un1vers1ty of New York at Buffalo, 1970).

8George H. Ga]]up, "Fourth Ga]]up Po11 of Public Att1tude Toward
Education," Phi Delta Kappan 54 (September 1972), 33-46. —
b

13




affect the abi]itydend wi]]inghess df citizens to support public
t school taxes. It is pdssib]e that en area with high expenditures for
other goverﬁﬁent<services would have less resources avaitable for the
support of pub]ic‘schoo]s. The existence of such disparity between
Jocal fiscal ability and actual ability to raise revenue is labeled
"municipal overburden. "9 |
Since the data on other government taxes is not readily avad]-
able, a proxy measure of municipal overburden could be ut1]1zed
‘Through the effect of popu]at1on density the ‘impact of mun1c1pa] over-
burden on school support may be examined because of the close linkage
of density to urban problems. .Another proxy variable for municipal
overburden is percentage ¢f iow income families. -The predominance of
‘]ow income fam1]1es could 1nd1cate a high degree of fiscal 1nab1]1ty

Growth Rate gﬁ Assessed Propergy-Va1uation

Assessed property valuation is one measure of district fiscal
ability. There is a relationship bethen~the gfowth rate of district
tax capacity and tax rate.. 'Educatidn fs considered a normal good on
the theory that demand for eddcation is expected to idcrease as the
districtdfisca]'abi]ity increeses. A 1961 study of financing govern-
ment in metropolitan areas by Sacks and Hellmuth included 32 school
systems for the period ]950 58 10 Hickrod and Sabulao revealed that

changes in assessed valuation was the most significant single

) 9John H. Bowman, "Cost and Benefit Spillouts as Factors Affect-
“ing Local Taxation for Public Schoo]s" (Ph.D. dissertation, Ohio State
University, 1973). ‘

10a1an G. Hickrod and Cesar M. Sabulao, Increasing Social and
Economic Inequalities Among Suburban Schools (Danvilie, I11.: Inter-
state Printers and Publishers, 1969).

14



variable accounting for the variation of school expenditures.

Ratio of Local Revenue to Total Revenue

A}

Local school districts receive large amounts of financial aid

from state government. A state aia funding system that provides incen-
tive grants (reward for effort) for school districts levying higher-
'taxes.tends to have some inf]uencelon local tax rate determinations.

It is expecte&‘that such incentive schemes induce more local dollars

to be ;pent for public edhcation. A 1974 study of voter behavior on
local taxeé by Alexander and Bass revéa]ed that this price«rg]ated |
variable was positively correlated with the school tax election out-
come. However, the coefficient on this price-related variable exhibited
considefab]e fluctuations in both abso]u;e value and sijhificance depend-

ing on the form of equations.]]

Factors Affecting Demand for Education

Variables related td'the fiscal ability of local échoo] distric}s
affect pdb]ic demand for education, at least indirectly. The factors
affecting the direct measure of the demand for educaticn include presence
of children, non-wﬁite popu]atioﬁ, educational attainment, urban resi-
dence, ratio' of owner-nccupied housing units to total units, occupat{dn,
and enrollment change. The assumption is that these variables capture
the Exten; to which people view public education ag important or unimpor-
tant because of the relationship'of formal eduqation to their work, to

perceived paths of social mobility, to their lifestyles, or merely

1TArthur J. Alexander and Gail V. Bass, Schools, Taxes, and Voter
Behavior: An Analysis of School District Property Tax Elections, p. 32.
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10
because they have no children in public schools-and do not care to sup-
port the education of other‘s.]2 Literature related to thése factors is

as follows.

Presence of Chi]dreh
Both theoretical considerations and some érevious empirical

studies suggest thaf presence of children should have some impact on

voter behavior. In a 1964 stu-ly of voter participation patternsoin

three Oregon .schonol districts, Parnell found that‘a group of citizens

having children in sch&B] was mbre likely to participate in school bud-

get elections than nén—pavents.13 Ne]son,.in studying the outcome of |,

school bond é]ections in 1968, also found that parents who had children "~

in school tendéd to approve échoo] taxvincreases.]4 '

Non-white Population _ *

Accordihg to a number of p;evious empirical studies, the per-
centage of non-white pqpu]ation seems to be positively associafed With
tax referenda outcomes. A 1967 study of patterns of white and hon—white
school referenda participation and support by'Masofti revealed that non-
white citizens were 1es§ actiye participants in school finanéia] elec-
tions. Of interest is that non-whites who participated in the voting,

voted in favor pf school tax 1'ncr'eases.]5 Friedman also noteu the

12Norton W. Grubb and Stephan Michelson, Stateé\anﬁ Schools
(Lexington, Mass.: D. C. Heath & Company, 1974), p. 95.\. v

13pale P. Parnell, "Voter Participation Patterns 7in Three Oregon
School Districts" (Ed.D. dissertaticn, University of Oripon, 1964).

14Car1 M. Nelson, Jr., "A Prediction Model for Determining the
Outcome of School Bond Elections" (Ed.D. dissertation, University of
Arkansas, 1968).

15 0uis M. Masotti, "Patterns of White and Non-white School
Referenda Participation and Support: Cleveland 1960-64," in Educatin
an Urban Population, ed. M. Gittell (Beverly Hills, Calif.: OSage, 1967), "
pp. 240-256.
16




11
existence of distinctive 5ubcultura1‘voting. Jewish and Negro popula-
tions were found to support viétua]]y all referenda with a low level of
turnout r'ate.]6 |

Educational Attainment

It is frequently assumed that the higher an individual's educa-
ticnal level, the more 1ikely he will appreciate the va]uéAof education.
This aésumption has been supported by numbers of empi:ical studies.
McKelvey, in the study of voting behavior in two cotérminouS'sytems of
local government found that individuals who had at least some college
'éducafion were more likely to Vqte in favor of chese school . tax é]ec—‘
tions than individuals with less education, regardless of their ranking
on other dimensions.l? In 1968, Boozer's study of the vot;ng public in .
Grand Rapids, Michigan, also supported this ﬁn:h'ng‘.]8 Gallup reportad

. that 50 percent of the college graduates polled favored.tax increases
for schools while only 27 percenf 6f the ﬁéob]e with only elementary
educations appr'oved.]9 However, negative ré1ationships between educa-

tional attainment and the level of appréciation of the advantages of

16Gordon D. Friedman, "Issues, Parfisénship and Political Sub-
cultures: A Study of Voting in Statewide Referenda in New Jersey,
1944-66" (Ph.D. dissertation, University of North Carolina at Chapel
Hi11, 1971). :

: ]7Troy V. McKelvey, "A Cooperative study of Voting Behavior in
Two Coterminous Systems of Local Government" (Ph.D. dissertation,
University of California atBerkeley, 1956) .

]3Raymond L. Boozer, "A Study of the Voting Public in Grand
Rapids, Michigan, to Provide the Basis for Planning and Conducting
Future Public School Operating Millage Elections in That District”
(Ph.D. dissertation, Michigan State University,.1969)}.

_ ]9George'Ga11up, "Fourth Annual Gallup Poll of Attitudes Toward
Education," Phi Delta Kappan .54 (Septenmber 1972), 65-79.
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| 12.
education wera present in th2 McMahan, Jordan, and Davison studies. 20
This negative relationship might suggest that persons with Tow levels
. »of educaticn might have high.demand for education for thgir children
so their chi]dfen might have better lives through.better’education.

Ufban Residence

 The use of arban reéidencg measures is in line with the assump-
tion th&t persons residihg in'urban areas have more of a demand for edu-
N cation than residentg.of non-urban’éreas. Therefore, the rural or urban
nature of the school district might have some influence on voting behav-
\“ ior.. In a 1974 study baéed‘on mbre than ],600 school district property:
\\¢ax elections held in_Ca]iforhia from the mid-1950s to 1972, Alexander
aﬁd Bass found a positive correlation Setween'percentége of urbanrpépu~ .

lation and election outcome, but this correlation was not significant.Z]

" Ratio of Owner-occupied Housing Units ig_]ota]’Units
| This variable is intended to reflect the strengtﬁ.bf the ]gVe]
of commitment that the property tax payers in ﬁhe Community exhibit. -~
This variable‘brimari]y serves as a proxy vafiab]é of benefit spillout.
‘Theoretically, ownéreoccupants are mere attached to the community than

¥

- renters. A high percentage of owner-bccupants would indicate either

' 20Stephen T. McMahan, "Demographic Characteristics and Voting
‘Behavior in a Junior College Creation, Tax Levy and Bond Issue Election®
(Ph.D. dissertation, University of Texas, 1966). Wilson K. Jordan, "An
Analysis of the Relationship Between Social Characteristics and Educa-
‘tional Voting Pattenns™ (Ed.D. dissertation, University of California
at Los Angeles, 1966). = George W. Davison, "The Relationship of Selected
Factors to the Success or Failure of School Tax Referenda" (Ed.D. dis-
sertation, University of I1linois, 1967). _ ’ '

: 21ptexander and Bass, Schools, Taxes, and Voting Behavior: An
Ana]ysis of School District Property Tax Elections. : o




(1) strong attachment to the community or (2) high population stabiliiy.
~ Both of fhese_factors are expected to be positively assocjated‘with the -
tax rate level. | In a 1974 study of 1970 school district property tax
elections i California, -A]exander and Bass-examined‘&he re]atidnsnip
of a 1arge :&Wber of variables to election results. 22 The dependent
variab]e was d1chotomous taking on the va]ue of one if the tax referen-
dum_ passed and zero if it failed. A]exander and_Bass fodndvthat the
coefficients df percentage'of*bwnerloccupied housing was nQ§1t1veiy
related to the referendum outcome; however:'the'coeffieientxﬁas not
statistically significant. | ; - o B ‘\\;
Occupation | | |
0ccupat1on also tended to measure taste or demand for pub]ic edu- "
cation. Occupation has” been found to have a strong re]ationship to edu-
' cation attainment. Since education theoretica]]y and empirica]]y was
found to be pdsitive]y associated.with the high va]uevof the advantage
of education§ occupation, therefore vds'expected to have_a,re]ationship
with education. Many studies have ‘attempted to corre]ate voting out-
comes with occupational status. Gallup, in h1s annua] survey of att1-
tudes toward education across the nation in 1969, found tgat individuals
in busines; and professional occupafdbns wene more 11ke1y5to vote than
were individuals in other occupation\] categqries.23 Hami1ton and
Cohen, in their study of schod]-refe:Lnda, also fodnd,fhatlsocia] status

was highly related to percentage of favorable vote. They found that in

221b1d. SN

23George Gallup, How the Nation Views the Public Schoo]s (Prince-
ton, New Jersey: CEK/Ltd., Gallup International, 19695 PP. pp. 79-80.
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Ithaca and Corning, New York, persons employed in prcfessiona] or mana-
gerial occupations were mdre supportive of education tax referenda than
Were persons employed in 2ther occupations.24

EnrolIment Change

The school district expenditure level is, to some degree,
dependent upon the demand for education. A school district with a high -
percentage of declining enrollment i< less likely to increase its tax _
rate than are 1néréasing.enrol1ment districts. This ekpectatjon‘pre-
sumably follows the assumptibn that the demand for education décreases
as enrollment declines. In a 1965 study of voting behavior in referenda .
elections in I]]inbis, Johnson found that bond issues‘@ere approved at a
higher ratio in school districts that had a rate of growth in average

daily attendance above the median rate of'grdwth for all school districts

in -‘the.sample.25

~ 24yoward D. Hamilton and Sylvan H. Cohen, Policy Making by
Plebiscite: School Referenda (Lexington, Mass.: D. C. Heath & Company,
1974).

25 owell Merwin Johnson, "The Relationship of Selected Vari- .
ables to the-Outcome of Referenda in Unit Type School Districts in the
State of I1linois" (Ed.D. dissertation, University of I1linois, 1965).

~—
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CHAPTER 111
© CONTEXT OF THE .STUDY

~ Background

Schoo1 disfricfs in I]]inois canise of three basic types:
e]emen*ary, high schoo], or un1f1ed In 1974-75 there were 476 é1emen§
~tary. school d1str1cts, ]34 high school d1str1cts, and 442 un1f1ed
' school districts. There is no-]gga] re]at1onsh1p bgﬁween e]ementary
énd high schoq]~districts.- Freddent]ya tﬁeir»bdundaries are ndt ‘
coterminous. A singie high school district will frequeht]y overlie
,p]], or part 6? ‘many é]ementary d%st}%éts ;Unified df§£ricts norﬁa]]y ..
prov1de a single adm1n1strat1on for a]] e]ementary and secondary schoo]s
:w1th1n their boundaries. Tax rates in a un1f1ed d1str1ct will genera]]y
" be h1gher than in e11hnr eiementary or secondary districts. The ma1n
reason for giving Lutent1on to these structura] differences is that
‘property va]ye per pupil and many other characteristics‘frequent]y
depend upon‘the type of school district. |
.Maximum tax rates for general operéting expense, a building fund,
capital improvement, and some otﬁér-specific pufposes are also prescribed
for each type of school district by statuten%n I11incis. Voter approval
is required to exceed the 1imits, and sucn'authorizatiéns are of |
indefinite durgtion. Specia],1evies_may-bé imposed without referendum
for a variety of purposes, such as—bUi1ding maintenance funds, retire-

ment, working cash fund, junior'coi]ege tﬁition,‘and special education.
21
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A distinctive aspect of the I11inois tax system is "the back-door refer-
endum.;I ‘A "back-door referendum“ describes thehcircumstances under
which the pub1ic may force the school board to have'a referendum on
some‘actibn taken by the Bpard. This is accomplished by a pet?tion sub-
mitted by the appropriate number of"persons. :This_app1ies to a number
of tax rates which boards of education 1evy.w Funds subject to the'back-
‘doqr'referendum inc]ude,bond 1ssues for the working cash fund and the
educational. fund for dual schooi di;tricts;,l ‘ '

In T973,‘I11inois amended ite old foundatipn program. Districts -
under,this amended funding system. have the optior of being. reimbursed
under aeveral formulae. The major formu]a change provides, re1mbursement
under the "resource equa11zer" principie. A d1str1ct S ent1t1ement is
based on three major factors--(1) the concentration of Titte I e11g1b1e ‘
pupils, (2) the district's assesséd’ property value, and (3) the district's
operating tax rate. Under the "Resource Equa]izer"-fprmu1a, disiricts
with operating tax rates for unit,.e]enentary; and high school dfstricts

equal to or in‘excess of 3. 00% 1.95%, and 1.05%, respective]y,~have a. .

- state guaranteed foundation levcl of $1,260 per T1t1e 1 Ne1ghted Average

Daily Attendance 26 If districts under this plan have oper;t1ng tax
rates in excess of the max1mum rates specified for each type of d1str1ct
(3.00 for unit, 1.05 for high school, 1. 95 for e1ementary district),
such districts must reduce their tax rate gradually or proport1onate1y

- to the share received of the state aid entitlement during the fo]JOwing

consecutive three year period. The operat1ng tax rate for these "roll-

back districts," however, can be maintained at a level not to exceed a

26State Board of Education, 1111no1s Office of Education, State,
Lacal, and Federal F1nanc1ngAfor I11inois Public Schools in 1975-76
lSpr1ngf1e1d, I17.: I11inois Office of Educatien), pp. 5-7.
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certain 1imit as defined by.s‘ta.tute.27 ‘
Because of tﬁe coﬁp]icated structure of formula funding systems,
:end differences of geographic and demographic nature among unit, high,
and e]ementary school districts, the analysis of data was made for each
| type of distriet. The results, however, were reportec zn'a consistent

form.

Research Approach

For the purpose of finding the.tax effoft'structure'characferized
.in terms,of socioeconomic‘veriab]es of school districts in the State of
I11linois, the oéerating tex rate, that is the tax -ate exerted by lecal
school districts for-basic educationa] fund or fueds,'has‘emp]oyed as a
meesurefof tax effort. School districts were ranked in aecending order
aceording to the level of the tax rete,.and then were evenly divided into
feur groups--Tow low medium -high mediuh and high tax rate group. The
purpose of this categor1zat1on was to determ1ne if a prof1]e of the nature
of local tax effort existed. This prof1]e then provides insight into the
nature of tax effort and, consequent]y, helps identify some of the
determinants of high and low effort. Low tax rate g;oups were as follows:
0.564-1.345 eiementary; 0.983-1.275 secondary; 1.128-2.]]6 unified. Low
medium fax rate groubs were as follows: 1.348:].627 elementary; 1.286-

1.456 secondary; 2.117-2.301 unified. High medium tax rate groups were
as follows: 1.627-1.928 elementary; 1.464-1.704 secondary; 2.302-2.600" .

27These provisions were operative in FY 75 and FY 76. The "roll-
back” requirement has been eliminated and the maximum operating tax rate.
under the "Resource Equalizer" formula for FY 77 was changed from 3.00%
to 2.90% for unit districts, and from 1.95% to 1.90% for elementary
d1str1cts ST
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~unified. The high tax rate groups were as follows: 1.931-3.336 elemen-
tary; 1.705-2.441 secondary; 2.603-3.605 unified. These tax rate ranges
were used throughout the study. |
Multiple discriminant analysis was used for the exploration of

the structure of tax effort. The distinguishing feature of the multiple
'discriminant ana1ysﬁs is to provide a geometric model of the similarities
and differences amonchroups in a reduced measurement space. Groups can

be 1ocated with respect to the reference vectors 28

Variables Used in the Study

Seventeen socioeconomic variables were used in the multiple dis-
criminant analysis. Each was selected because it'had been shown to be
of some“significance in previous studiesyor because, theoretically, it
was expected to be re1ated to tax effort in éome way. Following are’

the descriptions of the 17 selected socioeconomic variables:

1. Income, - : percent of population with annual
less than $5,000 income less than $5,000.

2. Income, : percent of population with annual
greater than ' income greater than $25,000. -
$25,000 '

3. Average income : average income per capita

4. 'Education, college : percent of population 25 years o]d
- ' or over with four or more years of
college education.

5. Education, : percent of population 25 years old
elementary or over with aducation less than
elementary level.

283ohn E: Overall and C. James Klett, Applied Multivariate
Analysis (New Vork: McGraw-Hi1l Book Company, i8725, pp. 243-275.
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10.

1.

13.

14.

15.

16.-

17.

Occupation,
Professional &
managerial .

Occupation,
blue collar

‘Non-white

Children

Urban living
Owner;occupied.
housing.

Popu]ationh
density

Assessed property:
.~ Valuation per ADA

(AV per ADA)

.Assessed
Valuation Growth

Rate (AV growth
rate)

-Residential

housing

/

Enfo]lment
Growth \

.Price

: ratio of owner-occupied housing units
to total units.

19

. percent of employed persons in pro-

fessional and managerial occupation

[

: percent of employed persons in

operatives, transport equipment
operatives and laborers (except farm).

: percent of nonwhite in membersh1p.
: percent of population age 6 to 18.

: percent of population 1iv1ng in

urban area.

: numbef of'peob1e per‘square‘mi]é.

ratio of equalized asseSsed\proberty
value to average daily atteridance in
1973. '

: ratio of 1974 equaTized assessed

valuation to. 1972 minus one.

: ratio of aggregate value of owner-

occupied housing value to four times
the equalized assessed value.

: ratio of 1974 enrollment to 1972,

m1nus Oone.

f'rat1o of local revenue to total in-

1974.

Data Resources

Data for variables one to,twe]Ve and the residential housing

value were obtained from the 1970 census.

Data for variables thirteen

to seventeen, plus school opEratﬁng tax rates for 1974, were provided

by I1linois Office of Education.

For the 1975 operating tax rate, it

.should be noted that since it was not available at the time the study
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‘was in process, the 1974 tax rate plus tax referendum data for educa-
tional fund after 1974 was used to approximate the 1975 operating tax

rate.

~

Study Population

*Thé ihitia] popu]étion was the 1,052 school districts in I1linois
as of 1974-75 (476 elementary, 134 high, 442 unit). 'Stnce scme missing
| values were found in residential housing data and some school districts
were not identified because of\Consolidations afterJJdly 1, 1974, the
study was restr1cted to the population of 430 e]ementary, 127 h1gh and
381 unit school districts.

Limitations

The study attempted to re]ate the results to characteristics of
_the school districts and of the1r tax efforts. Since the data were
aggregated by school d1str1cts, the results of this study cog]d not be
~used to draw any conclusions about individual behavior, but must be
confined to statements about the specific. aggregate characteristics of
these school districts. It is not appropriate to say, fof example, that
high education individya]s vote for higher school taxes, but rather that
school dittricts with greater percent of populations of high education

~attainment have a greater probabiTity of exerting higher tax rates.
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- - CHAPTER, IV
" THE RESULTS

Unit Schqol»Districts

R

- Three hundred amd eighty-one unified school districts were studied.

Tab]e'A shows the coefficients for the three discriminaht functions
obtained in the mu]tiuariate discriminant analysis. Bart]ett's V sta=~: -~
tistic was used to determine the significance of.overail/group_differ-'
.ences. It was fouhd that the totaiidﬁscriminable variance of 125 uas
distributed as chi square with 51 degrees of freedom, indicating at |
least one significant function among-the three functions of *he table
To test the s1gn1f1cance of each individual discr1m1nant function, the .
successive Chi Square tests of Bartlett's V stat1st1c were applied.
The results of the tests 1nd1cated that the f1rst two discriminant
functions were significant, while the'third function appeared "
to provide 1ittle additional group discriminat{pn.'
To test whether this discriminant procedure'is sicnificently
f better than a purely-randoh part{tibhing of the measurement‘space,'thef
classification matrix for 17 variates, which provides a cohvehient |
_method af summar1z1ng the number of correct and incorrect c]ass1f1ca-
‘tions made by the discrimination procedure, was used A Chi Square test
.found the d1fferences between the means among the four .groups to be s1g-
- nificant at the .01 critical level. Thus, the discrimination procedure
| satisfactbrify separated the low and high tax effort districts.

- - : ' . 3 : » “
e L - ' 21 T '
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TABLE A ”

MULTIPLE DISCRIMINANT COEFFIéIENTS .
FOR UNIT SCHOOL DISTRICTS

Func Func Func

1 2 3
" Income, greater than $25,000.... 2.13 -9.96 3.05
" Income, less than $5,000........ 0.17 +8.30 -4.25
Education, college.....ccvvvnunn. 12.17  +14.56 3.91
Education, elementary........ +..-0.24  *5.55 6.32
Occupation, professional........ -3.82 -4.79 -2.38
Occupation, blue collar......... 6.82 +0.68 - -2.14
Average income.......coveeveenens 0.00 .+0.00 -0.00
Non-white......... e rereieraaan 1.56 . #0.09 -4.72
Children.. .. coviiieevennroennnns -5.93 - +37.57 © -27.3]
Urban living.....ovvvvervinnnnen -0.35 -G.00 -0.26
Owner occupied housing.......... 0.67 . -2.38 -4.20
AV per ADA.......c.cevvuen esesens -0.09 +0.60 0.02
Residential housing.......... /.. 0.01 +0.06 0.02
DeNSTtY . vieererenisnerneconenns 0.08 +0.01 0.23
"Enrollment change............... -0.05 +0.01 0.04
AV growth..cooeeeenieeniieniennens -0.03 -0.03 -0.04
PriCE. e eerreerrarencncanonnnns 0.03 +0.02 -0.00

125 Significant at‘0.0l level
51 :

Bartiett’s V Statistic
Degree of Freedom

0

From the classification mati{x for the 17 variates, a normalized
classification matrix is. presented as Table B. Tée é]ements'of the
normalizad c]assi%ica;}oﬁ/aatrix aEe fracf%éns of cofrect}and-incorrect
classifications,which are derived from the raw misc]assffication counts
obtained by dividing each by its row totéi.» The norma]ized‘c]aséiffCﬁ—
tion matrix.provides some indicationiof the similarities and differences
among the four groups. Districts in thé low tax effort group have |
strongly differentiated-characteri§tics, aéijdicated by the 50.5 per-

cent on its diagonal. They are somewhat different from the districts

in the high tax effort group and; to a lesser extent, are different

i
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from those of the other tax effort categorieé, as indicated by the corres- ™~
pondingly "off diagonal" elements. Districts in the high mediu& tax effor+ ‘
group appear to be sfmi]ar to districts in the iow medium tax effort griuys
its diagonal element of 41% is only two times :s ]arée as its "off diagoné]"
element of 20% with-respect to low medium\groupj However, fhis reIation-
ship between the high medium tax effort group and fhe low medium group is
not re;iproca]; the diagonal e]ément of'S]%.with;respect to low medium tax
éffort group is almost four times as large as the “6ff diagonal" element

of 14.6% of misclassification td the high_mediﬁm tax effort group.

TABLE B
NORMALIZED CLASSIFICATION MATRIX FOR UNII SCHOOL DISTRICTS

Predicted Group Membership

Number Group 1  Group 2 Group 3 %FOup 4
Actual of Low Tax Low Medium High Medium High Tax
Group Cases Effort Tax Effort> Tax Effort Effort
GROUP 1 : o o .
Low Tax Effort 95  50.5% 17.9% 24.2% 7.4%
GROUP 2 ~ : |
Low Medium Tax Effort 96 17.7%  53.1% 14.6%  14.6%
GROUP 3
B High Medium Tax Effort 95 16.8% 21.1% 43.2% .]8'9%
GROUP 4 | ' .
High Tax Effort 95 13.7% 22.1% 21.1% 43.2%

Percent of grouped cases correctly ciassified 47.5%
Chi Square = 102.33 ’

Like the other three groups, tﬁe higﬁ tax effort group has a fairly dis-
tinct profile; it tends to be dispfoportibna;e]y associated with both the
..:Iow medium tax effort group and the high medium tax effort group rather
than with the low tax effort group. The relationship between the high tax
effort group and the ]ow medium tax effort group appears to be Iess rec1p-

rocal than does that b_e_t_ween the high medium tax effort group and the high Z‘I




tax effort group. . N ‘ 24
Som~ evidence of the simiiarities and differences among groups
has Baen shown in the normalized classification matrix. Certain
promivent socioeconomic characteristics related ta.each tax effort )
grcup can be observed by inserting variable veétors into the configur-
ation of tax effort groups, so that they tend to point toward the
groups having fhe highest mean levels, ahd away from the groups having
the lowest meaﬁ levels. The length of the variable vector is deter-
mined by multiplying the simple "between-groups" correlations by the
ratio of between-groups Yariance to "within-groups" Variance for the
particular socioeccnomic variable. The length of the variable Vectqr l
can bg used to represent its potency as a discriminator among the gr&ups.f
Figure A shows the profile df tax effort group§ in uhit school .
districts with socioeconomic variable vectors projected ihtp the mode!.t
The pfcture indicates that.the low tax effort Q?oup§'diff6red from the
other groups (particularly the high tax effokt groﬂb) by having rela-
tively high}assessed pkopekty valuations and high gkice level. The
high tax effort group tends to have a qg]ative]y higher percentage of
pgdpie_with income ovéf $25,000,. higher\bercentage of peop]e.]iving inf
urban areas, higher percentage of pgop1e>with foﬁr years or more co]-;
lege education; higher percentage of people in'professiohal and'ﬁana-f
'geria].occupatidns, higher average income per capita, Higher pércentaée

of residential housing Va]ue, and higher pbpu]atioh density. Conversely,

I

‘the ]ow medium tax}effort group appears to ha&é”a high percéptaée of |
peob]e with education less than e]ementéry level ard a high péfcentaée
of peop1e with income less than $5,000. In examining the differen;é of
 average assessed property valuation per ADA, it wés found that the ﬁean

level of aséessed property valuation for the low medium tax effort groUp
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was little different from that of high tax effort group. |
. Thus, it is evidént that factors associated with education
. attaiﬁment, occupational status, and per capita income tend to be the

major discriminators of local tax effort.

High School District

* One hundred twenty-seven high school districts were included in
the study rTab]e C reports the strhcture for the three discriminant
'funct1ons among which two d1scr1m1nant functions were revpa]ed to be s1g- '
nificant by the results of the successive Chi Square tests of Bart]ett s

v stat1st1c. They accounted for .87 discriminable variance.

TABLE C

MULTIPLE DISCRIMINANT COEFFIéIENTS
FOR HIGH SCHOOL DISTRICTS

Func- - Func - Func
1 2 3
Income, greater -than $25,000.. -0.03 - +4.29 ~-1.86
Income, less than $5,000...... 4,03 -2.77  -1.1
Education, college.......c.... 1.22 -2.85 23.03
Education, elementary......... -2.77 +0.71 ~ 6.93
Occupation, professional...... 3.68 -8.29¢ -33.01
Occupation, blue collar....... 0.88 -10.11 -4.00
AVErage inCome.....eoeeeeevens -0.00 -0.00 -0.00 -
Non-white........ eeeieeeaennen -0.33 +3.06 -2.32
‘Children...covveveinnnnnns e... =2.03 - -0.83 23.49
Urban Tiving..........cocieenn -0.92 -0.82 2.52
Owner occupied housing........ 2.95 -1.88 -3.12
AV per ADA.......ivvvveninnnn. -0.01  +0.01 0.00 .
Residential housing........... 0.04 +0.02 6.00
Dersity..ccoeevineennnns e - 0.20 - +0.05 -0.08
. Enrollment change ......... veee 0.00 -0.03 . .-0.01
AV growth.......... reeneeneas = 0.00 +0.06 -0.04
cPrice. i 0.04 -0.01 . -0.02

135 Significanf~at 0.01 tevel
51

Bartlett's V Statistic
-Degree of Freedom
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The accuracy with whicg‘the school districts could be classified
as belonging to either of the criterion.groups was}a]sb tested by Chi
Square to determine if the proportion of\correcfyand incorrect C]assi-'
fications were significantly‘different froﬁ'thosé expectgﬁ if only-
chance factors were‘operating. The resu]ts of the test of the pre-

- cision 6f ciassification are pregehted in Tab]é 0. The Chi Square

“value of 93.75 is signi%icént beyond the .0} 1evé1, ihdicating that
the class‘ Fication provided by the discriminant function was highly

>

.accurate.

TABLE D |
NORMALIZED CLASSIFICATION MATRIX FOR HIGH SCHOOL DISTRICTS

.

, Predicted Group Membership
. _ Number Group T Group 2 Group 3 Group 4
Actual -7 of Low Tax “Low High High Tax

Group _ Cases Effort Medium . Medium -  Effort
Tax Effort Tax Effort
GROUP 1 . - |
Low Tax Effort 32 59.4% 31.3% - 6.3% 3.1%
" GROUP 2 , , _ ‘ R
~ Low Medium Tax 32 12.5% 71.9% 12.5% 3.1%
. Effort :
o “GROUP 3 ) P ' . _
> “High Medium - 32 3.1% 25.0% -50.0% - 21.9%
' Tax Effort : .
GROUP 4 ' 7 :
‘High Tax Effort K} | 12.9% «  6.5% 12.9% 67.7%

Percent of grouped cases correctly classified 62.2%'
Chi Square = 93.75, significant at 0.01 level
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A normalized c]assification matrix can be formed in the same
manner as desoribed‘in the unit school district.sectfon.‘ From the
norma]ized c]assification matrix shown in Table B, all tax effort
groups.have fair]y distinct socioeconomic profi]es, as.indfcated by
the va]des on the diagooa]; the low tax effort group are similar to”
the Tow medium ta£ effort group, while the high mediup tax effort
group seems to be somewhat associated with the low medimn tax effort
group; the re]atiohships between these three groups, however, are pot
reciproca]. .That is, if districts of one group tend to oemisc]assi:
fied in a second group, districts of the seeond group are, in turn;
likely to be misassigned—to the first group. The‘]ow tax“effort group
is strongly differentiated from the higﬁ tax effort group, 1ts corres-
ponding value on its off-diagonal is 3.1 percent. | _
| This remarkab]e differentiation amonglgroups resu]ted from the
classification anajysis;whjch suggested that the socioeconomic‘profile
.cou]d beldistinot]y identified and that this profile could be discrimin-
ated effectively amohg the four tax effort groups.i As noted, on]yntwo
‘.discrim1nant fvnct1ons are sign1f1cant Differences’betweeh'the tax
effort groups can then be represented in a two dimens1ona] conf1gura-.
't1on.' The four group centroids and socioeconomic var1ab]e vectors
werefp]otted on a two-dimensiona] spacevand'are_disp]ayed in Figure B.
The configuration, with a socioeconomic characteristitslveotor‘
projected into the model for high~sohoo] districts, identifies the 4
fairly distinct characteristics'assoofated with each tax effort grdup;_"’
"The low tax effort group d1ffered substant1a]1y from the other groups

by hav1ng a- re]at1ve]y h1gh 1eve] of assessed pr0perty va]uat1on

Average assessed valuat1oo/per ‘ADA was computed for each group
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They were $102,804 for low tax effort group, $62,829 for Tow medium tax
- effort group, $69,375 for high medium tax effort group, and $64,122 for
high tax effort group. It was expected that Tow tax\effért was inversely
ﬁ correlated with high properfy asSegsed valuation. Of surp}isé is that
the mean level of property valuation per ADA in the Tow medium tax
effort group is little different from tﬁat of the high ta# effort group.
By inspecting the socioeconomic variable vectors in Figure B, character-
- istics rg1ated to education attainhent, income level, occupational status,
residential housing, and urban living appear to be of considerab]e
impoftance in determiniﬁg the amount of local tax effo}t. m

The configuration presented in.figure B also reveals a strong
~relationship between tax effort and the percentage of-owne}—occupied
houses, as,an indirect measure of benefit spillover, in.the high madium
tax effort group. This implies that-if educat%ona] benefits pillover
are large, an'increase in educational expendiéures ngcessitat?ng alrise
in propefty taxeé woﬁ]d be met with considerable resistancé frpm']oca1

residents.

Elementary School Districts

Four hundred thirty elementary school districts were studied.
The coefficients for the three discriminanf functions for elementary
districts are presented in Table E. To test the significance of over-
a11’discriminations among the groups, Bartlett's V Statistic distribu-
ted as Chi Square was applied. The Chi Square value of‘335 for the 51
i;,degrees of freedom is significant beyond the'0.01rcritica1 ievel, sug-
gesting that there exists atfieast one significant fuactionﬁamong the'

three. Tﬁe results of successive tests of Chi Square revealed that
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the first two diécriminant funétions were found to Be significant. The.
third discriminant functionlalso appears to provide some additional
grﬁup discrimination; howéver, since it aécounts for less than six per-
cent of the sum of all three roots, differences‘between the tax effort

groups‘qan be explained by. the fihst,two discriminant functions.

TABLE E -

MULTIPLE DISCRIMINANT COEFFICIENTS
FOR ELEMENTARY SCHOOL DISTRICTS

Func Func Func
1 . 2 23

fncome, greater than $25,000.... -1.83 - 7.20 -6.51
Income, less than $5,000........ -0.26 -3.48 2.19
Education, college.............. 4.73 5.06 -2.10
Education, elementary........... -2.00 3.48 .0.15
Occupation, professional....... . =2.14 -6.15 16.07
Occupation, blue collar......... 0.64 -7.04 - 5.95
Average income..........ieuvunnn 0.00 -0.00 -0.00
Nonswhite...ovevveiineniennans. 2.03 1.50 6.44
Children........ovvveevnnn. +.. =-0.66 0.65 1.17
Urban 1iving.....ecvveeieennnn . 0.1 -0.81 -1.09
Owner occupied housing.......... 0.20 2.49 5.11
AV per ADA. ... oo iviieiiiininnnnn -0.00 0.01- -0.00
Residential hoUSiNG.:........... 0.02 0.00 0.02 .|
Density....o..... e SO 0.08 . 0.1 0.1 I
Enrollment change..... PP - 0.00 -0.00 -0.00
AV growth................. “erne -0.00 0.00 0.00
o o I o] - 0.00 0

.00 . 0.04

Bartlett's V Statistic

335 _ Significant at 0.01 Tevel
Degree of Freedom

The test of the precision of classification was applied. The
results of the precision test are reported ianab1e F. 'The Chi Square}
“value of 40.45 is significant beyond the 0.01 significance level, tndi-

cating that this function accurately separates the four tax effort groups.
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TABLE F

NORMALIZED CLASSIFICATION MATRIX FOR ELEMENTARY SCHOOL
. . ' DISTRICTS -
.
\ _ o Predicted Group Membership
. Number  Group 1 Group 2 - Group 3 Group 4 -
Aotual . of Low Tax Low High "High Tax\
Gr0up Cases Effort Medium Medium * . Effort ;o
Tax Effort Tax Effort o
Gm\{ T
Low Tax Effort 107 70.1% 22.4% - - 7.5% [ _ 0.0%
" GROUP- 2 a . o
Low Medium Tax 108 21.3%  46.3%  :24.1% | 8.3%
Effort ' | :
GROUP 3 - SRR ~
High Medium 108 13.9% 26.9% 34.3% 25.0%
: Tax Effort - : e oo
: A
GROUP 4 : - : . '
High Tax EFfort 107 5.6% 14.0% 17.8% 62,6%

Percent of grouped cases correctly classified 53.2%"i
_Chi Square = 40.45, significant at 0.01 level

A normaliied c]asgification matrix in which the diagonal elenents
2 denote the percentage of correct c]assificatwons and the off-diagonal
"elements denote the percentage of 1nc0rrect c]assification can’ be
developed and therefore reported 1n Table F.
The low tax effort group and ‘the high tax effort group have
) strongly d1fferent1ated profiles; the diagonal element corresponding to
:.Tthesc two groups are 70.1% and 62 6%, respect1Ve1y, and the off-
'Iidiagonal 1nd1cates that misclass1fication percentages are zero percent ’
'and 5.6 percent; The low medium tax effort group has a fair]y distinct —
: \ :

profile, and- is most similar to the low-tai effort gndub; followed by

. a:
LA
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the. high medium group. The high medium tax effort grouﬁhappéars to be‘
less differentiated, particu]gr]ylfrom the low médium tax effort group’
~and the ﬁigh~tax effort group; its diagonal element of 34 per@ent is

. .iess than 1.5 times as large as the misclassification in the low

" medium and the high tax gffort groups;

. Inspection of Table F suggests fhat certain socidecbnomic char-
acteristics are found to .be most c]éaf]y assdcjatéd w%th each individua®
tax effort group. Figure C presents ‘the tv H%mensional‘configuraf{on
with four centroids and socioeco;Emié variables plotted 1hto the space.
The axes are cbrrespohding to the most significant discriminant func-
tions. .Figure C demqnétrates that the low tax ef%orf groub"differs §ub-

";stantialiy from a1l of the other grodps in thét it has'relative]y high
property assessed valuation per ADA. The mean levels of average assesged
valuation per ADA were cchputed for each ;ax effort group. The low tax
‘effort group appears to.have the highest average assessed value of
$38,231, followed by the high medium tax effort group of $36,741; the
high tax effort group $33,957;_and fiha1]y the low medium tax ef%ort
group hgs;$33,152."'As wé; expected a priori, the inverse relationship
between tﬁé tax effort and property assessed‘va]uation wa§'f6Lnd in
both the low tax effort group and in the Aagh tax effort group; The
attention, howéver, should be focused-on the differences between the
high tax effort group ahd the low medium tax effort group when they '“*’/’
have almost the same size of property valuation per ADA. The socio-
eéonomic variable vectors indicate that the difference between these two
groups seems to be evident. Thé separatjon of the low medium tax effort
group and the high tax effort group was mainly due to thg 4ifferences in

education attainment, income level, occupation status, residential
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|
housing population density, and owner occupied hog;ing The factors

'affecting the districts" _ability and demand for education seem to play

P

an important role 1n determining the amount of local tax effort.
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CHAPTER V-
SUMMARY AND POLICY IMPLICATIONS .

It is'evident~from this study of tax effort in.relation“to seven-
teen selected socioeconomic variables that a generaliied profileWOf the
_-nature of tax effort can be dnveioped for all types of school districts
by taking only the most consistently prominent variables into account
Before describing the profile, it should be stressed that, in each case,
the ‘prominence of a socioeconomic tor is represented relative to the
'prominence of that same factor in§::§e¥ groups., , and not relative to the
prominence of other socioeconomic factors in the same group For example,
educationai attainment\may be very prominent in all tax effort group
profiles it, howeve » \appears as a di stinct characteristic in the high
“tax effort group because the prominence of this variable is relatively
great in the high tax Affort group as compared with the other groups.

This does not mean that the high" tax effort group should be characterized
‘as having higher levels of: education attainment than it does of the other
socioeconomic characteristics. Table G presents the orofile containing
only the most consistently prominent variables particuiarly associated
with a tax effort group as compared with the other groups. |

The generalized profile in- Table G demonstrates an important rela-

_ tionship between tax effert and the factors that are related to the social
: and{economic conditions of local schoo] districts. That the differences

in the level of fiscal capacity and local aspiration among school districts

1
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37 .
cqntribute to differences in local tax effort was generai]y'confirméd“by _
the reéearcﬁ. Thé low tax effort group differed substant{511y ffom the

e bther groups in that it had a_re]ative]y high ]eve]‘of assessed pfogerty
valuation per ADA. _Converse]y; the average assessed propertyrya1uations
per ADA in all of the other grdﬁps (in aTl three tybes of districts) we}e '
relatively low coﬁpared"with that of the low tax effoft-group,:and were

‘ surprising]y-simi]ar-to each other. The profi]elshows that the high tax

. effort group tends to have‘high education:attainmenf, higﬁ ocﬁupation
status, high average income; high residentia! housing va]ue;'and high
population density. The low medium tax group, th]e having aimost an
equa! amount of tax base as does the high tax group; tends to have’re]é--
tively low educationai aftainmeht and glh{gh concentration of families
at the low income level. While this pfoff]e'was app]icab]e’for'a]] types
of school districts, the normalized classification tables show that it
was especially appropriate for dual schob] districts. Thus, variables
related to fiscal capacity are of cohsiderab]e importance in local

spending decisions related to public education. ‘

TABLE G
A GENERALIZED PROFILE

Low Low Medium High Medium - ) High
High . Low Educa- = Urban Living High Education
Assessed tion ~ Attainment

. Valuation Attainment
of Property High Occupation
per ADA Low Income Status .

High Income

High Residential
Housing Value

- Population Density
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As noted, residential housing value should be
.inverse1y correlated to local tax effort. Since 1oca1 revenues are
raised 1arge1y through property taxes, an increase in expend1tures
requiring a rise in property taxes wou]d be expected to meet with con-
siderable res1stance from local residents. Contrary to}what was
expected a;priggi, high residentiallhousing value areas consistent]y,;
in all types of districts, tended to tax themse]ves_proportﬁnnate1y
nore than did Tow residentia]-districts. A possible explanation may
be that tax effort was'positively correlated with per capita-income,
education attainment, and occupationa]vstatus. This'imp1ies that resi-
dential hous1ng may also serve as a proxy for the personal wealth or
_permanent income. A positive corre1a+1on ex1sted between tax effort
and residential housing value. A poss1b]e reason for this m1ght be
that its income effect was greater than its price effect. That is, the
effect on tax effort through its partia]bcorre1ation with‘family income
across districts could be larger than the effect of its being a price
variable on local tax effort. o |

Popu]at1on density was expected Lo be negatively corre]ated with
tax effort. The presence of its positive associationﬁwith tax effort
may indieate that it’might be acting as a necessity factor, rather than
as a proxy measure of municipal overburden. . That is, population density
may serve as an index of the range of specia] interests and the need for
diverse educational programs which should be met by offering a rela-
t1ve1y comp11cated package of educational serv1ces to benefit all types
of students, whether career or vocational in orientation. This complex
package of programs tends to generate support from a wider range of

parents and taxpayers. 47
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The study genera]]y 1nd1cated that the degree of tax effort for
education was rather ciose]y dependent on soc1a] and economic condi- ‘
- tions which-tend to place the higher soc1a] and economic 1eve] districts
in a favored position That 1s, districts with high income ]eve] high '
occupation status, high education attainment, high population den51ty,
. and high residential hou51ng value tended to tax themse]ves re]at1ve]y
higher than their counterpart districts. So, a state funding system
permitting optional local tax effort while a]so providing incentive
~grants to the districts who help thense]ves by raising high taxes for
education must address the problems of wide_variations in schoo]_expendi-
tures credted b} variatiOns in tax effort. - | |

An adobtion of a simple tax base equalization formuia wou]dlbe
an inadequate remzdy for existing variations in school expenditures
because of wide variations in tax effort. The most'advantaoeous aoproath'
to the so|ution of this d11emma is to 1mp1ement a fu]] state funding
system so that inter-district differences in 1isaa] ability, lecal _
demznd for education, and other determinants of educational taxation |
could be neutralized. Under this approach, tax rates would be equa]ized”
at the state level. The possibi]ity of unequal education opportunity
would thus be diminished(;_However, full state funding is not without
drawbacks. One of the primary costs of this/approach would be loss of
local contro] ~Local residents cannot exercise discretionary financia]
contro] over their pubiic schools. In order tn preserve the essence of
Jocal promotion of some 1nnovative or experimenta] programs, a local
tincentive system may be added to the full state ‘unding approach. Small

variations could then be created and limited by this added feature.
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Recognjzing the politicaa and financiai restrictions and fmo111. a
- cations of tu]l state funding with its attendant reHuction in local

contro] of schoo] f1nances, part1a1 solutions wh1ch result in more

equa11zat1on of educat1ona1 opportunity among “the school d1str1cts

shou]d be cons1dered Analysis of the two-d1mens1ona1 conf1gurat1on :

. f1gure generated by this study 1nd1cates the difference 1in soc1oeconom1c _

character1st1cs part1cu1ar1y between the 1ow/med1um tax effort group and
the,h1gh/med1um tax effort group. Inc]ud1ng in the present schoo] aid.

formula the variables found to be important in th1s study, g1ven Ain the
configurat1on, should help to 1mprove equa11zat1on among schoo] d1str1cts

An income variable may be introduced in the»present formula as-a measure

of the'ability to expend funds for education. Extensive research .and

numerous s1mu1at1ons wou1d be requ1red to construct an exact formu]a

that would meet the po]1t1ca1 and econom1c constra1nts of the state

government. while a]lev1at1ng the problem of d1sparate expend1tures for
educat1on created by the current system with its wide variat1on in tax '
effort .This may be a rea11st1c compromise for po]1cy makers attempt-
ing/to balance the seemingly conflicting ideais of- equa] opportun1ty

anfl local control.
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