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This study examines the entitlement and payment arrangements
: 7 -set out in Sections.3(a), 3(b), and 5 of P.L. 81-874, the Main- - "
~ stenance and Qperations portion of the Impact-Aid lawys. The
’sFudy’was undertaken in the context of developing an Administra-
tion proposal for Impact Aid as part of the reauthgrization of
the Elementary and Secordaly Education Act. In addition, re-
quests that this type of study be conducted .were made to Secre-

' 7 ¢ _tary califano last summer by the Chairmg& of "the House Authorizing ,
o - and Appropriations Committees which have jurisdiction over. the ‘
LA program, as we€ll as by Senators Bellmor® arfd Muskie of-the Senate - .
, Budget Committee. . Finally, the availability of program data . h
‘" from FY 1976 made this an opportufie time to assess -the effects v
of reforms which were enacted in the Educatiop Amendments of°* \
1974, and first implemented in FY 1976. ; ‘
¢ "3 . i - . s A .
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Introduction . AP C !

Initiafed in 1950, School Assistance for Federally Aﬁzicted
Areas (Impact Aid) was the first major Federak elementary and
secondary education program. The Impact Aid program provides '
funds to compensate school,districts for the.cost of educating
children when enrollment and availability of revenues from local
sources are adversely affected by Federal activities. Over the
years the Impact Aid program has been the object of much debate,
several major .studies, and numerous legislative proposads and <N
amendments.

. The present study was undertaken in the context of* developing
,an Administration proposal :for Impact Aid as part of the reautho-
"rization of the Elementé??'and Secondary kducation Act.’ In
addition, reguests that this type of study be conducted were

made to Secretary Califano last summer by the Chairmeh of the o~

House Authorizing and Approprlatﬁgps committees which have juris-
diction over, the program, as well¥as by Senatérs Bellmon and
"Muskie of the-Senate Budget Committee. Finally, the availability
of program data from FY 1976 made this an opportUne time to assess
‘the effeots of reforms which were enacted in the Educatlon Amend—
menxs of 1974, first 1mplemenﬁed in FY 1976
{/ -
RN ThlS study,examlnes the entitlement and’'payment arrangements
set out in thk Maintenance and Operations portion of the Impact
Aid laws, specifically, Sections 3(a), 3(b), and 5 of P.L. 81-874.
Section I (pp. 1-11) provides a brief backgrbund descrlptlon of
the program, including the changes made in the 1974 Amendments,'
a recent budget hlstory, and a description of the program s
beneficiaries. . . .
‘Séction II" (pp. ®-92 )contalns an assessment the,major
features of the program and the ektent to which they achleve
the program's objeculves‘ Spe01flcally, three major 1ssues\are
addressed: . e . .
N [ 4 v p N

o Aré school dlstrlcts adequately compensated.

for Federally imposed burdens? <y

© Are Impact -Aid funds equltably distributed in

e terms oflglstrlct n€eds and Federal 1mpact°
IR o " Does Impact ,Aid ;pterfere with State equallza-
. tion programs’ o
’ Pl b . A o -
- - ’s‘ ‘
v - . . L] ‘c _ )
* ,/ . .

)
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H-improve current prac

e . . RO © L iii
» ' . o . ) . .
In Sectior III (pp. 72-136 )a'variety og reform options are
ented which address the problems described in Section II. - .
ach of these optionz?is analyzed -in terms_of its ability to -
ice.\ Alsg analyzed is each option's effect .
on total pProgram costs, dj trict,pprticipation, and the distri-

./bution‘pf funds to districts classified by degree of Federal - =+ '+
. impact, metropolitar status, and property wealth. ) SN
N e . . . @ . -~ l;_o-ﬂ: ,_
Section . IV (pp. 137-150) combines several of  the reforms of AT
Section III,into threb comprehensive reforms packages.’ These" s
-address specific r form goals and illéstrate the effects of -, . C
simultanegusly changing several aspects of the program. -~ = e
Highlights of the study follow} . 5 ) E ‘:
, '\/ a i ,‘Y;’

. 0-'. ./.; . . -
Are School.Districts Adequately :

Compensated for Federally Imposed ‘ o
Burdens? . - )

1 . N - .
.

~ The current program, attempts to compénsate for~burdeﬁ'by
providing payments for certain types of Federally connecteg . .
children. Payments. are based on a local contribution.rate (LCR) -
which is intended to reflect the districti's share of per pupil.
costs, The percentage of ILCR to which a district s entitled
varies for the-’different categories of Federal children and is
intended to approximate the portion of local revenpés'lost_to a.?
district as a result of e€ach child's Federal connection. Thus,
in assessing the ektent to which this anrangement adequately
compensates for Federal burden, theé study exdmines whethef
children:for whom payments are made actually c¢onstitute a.Federally..
imposed burden on a district. The study also assesses' whether o

the ‘methods used tg CalcuﬁgiigifR and the weights assigned for .

* b

-~

entitlement purposes resulit in payments commensurate with the
burdens imposged. P :

’ .
' .
'

- :
Federally.Connected €hildren 7 - ? ; - LI
‘- o ~ .. . . . - “v‘
Historically, critics of Impact Aid have Charged that the “ R
- Program makes payments.for some types of childrén who do .
not- place axmajor burden on a district's ability to - .
finance education, Even the strongest’ critics.of Impact - W& :
Aid'acknowledge that "A" children who live and whose - “S:f S
parents work -on non-taxable Federal propért?f_are. . 1 _
associated witls a‘clear tax loss to the school district. A
; . ' - ¥ _‘ . . ..,

* <However, no such concensus ekists regarding "B" payments B
for .children who live Or whosg™parents work. or Federal-progerty. * o
, Payments for "B" category children oftenjhave been the subject | .
of reform proposals: The most recent of)thesexproposals would

“'have-reduced the FY 1978 Impatt Aid budget by eliminating these'

payments entirely. The pfinggpal'justificagiog;fbr this and

] > *

cx
- . » z . g
. . - . . . o }-‘70 1\ . - . ) R
; - . oo .. w iR e
#, H . £ f A M
< G ! 1 B et R e S
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51m11af proposals rests on the observatlon that ug" chlldren,
. most , of whom llve on taxable residential. property, .represent -
much 1ess of a potential revenue loss to a district than "A" a
- children, whose parents both live, and work, on non~taxahle R
Federal property. ) . .- . ~ .

O + Four reform, optlons are examined whlch would.ellmlnate. . BEEIENE
ent1tlements for partlcular categories of chlldren- i )
. g, I
ﬂ\ Optlon ‘i ellmlnates all entrtlements for "B" chlldren., . o

\ w0 £ion ellmlnates all’ *g» entltlements except "B" :
. miditary- and "B" live-on chlldren. -”,, .

. N P Y

o Option 3 eliminates entltlements for "B" ‘students whose *
w parents work.out51de the county of the school d1str1ct.'

e
o 0 tLon 4 ellminates ent1tlements for',public housing ,
. fhildren (both "A" and "B"). - . el .

. . - .
o . ’ Lt « '

v The present study cOncludes’that there are relat1vely :strong -
justifications f for providing payments f "B" children who are ¢

. associated with some tax lmss to the dlgtrlct. As a  result, .

.. reform gptions which woyild éliminate payments for all or, most

" types of YB" children are deémed overly harsh. Such options

. " would ‘resvlt in large reductions in total program costs, and |, rov

would adversely affect both heavily &nd lightly 1mpacted dis-- # '} %
tr1cts, wealthy, as' well: as poor districts. w ol

L}
~

However, the Justlflqatlons for "B" out- -of-county -gnd puh— & .
. lic housing children are ndt as persuasive. "B" children whose
* parents work on Federal property outside the, courity in which Lot R
the school district is located are hot aSsoclated with a tax e
loss to ‘the schbol district, These children live ¢n taxable. e
; . residential .property and tkhe non-taxable" Federal. property on .
. which thexr parents work is out51de the school dlstrlct. -
-, - ~ e .
Non*taxable publlc housing property.ls locally rather than - -
' Federally owned.’' The Federal government alreadyyprov1des sub- ‘oo
stantlal aid to the’ community.through hou51ng sub51d1es, debt ‘'
service guarantees, and .in lreu~of—€ax paynments. MoIEover, e
. compared with the ESEX Tltle.I grants for -disadvaptaged, public
. hou51ng payments “are not effecthé"’targeted‘om educatlonally . .
needy chllnspn.). . a8 s

. . . —

"N\ - Ellmlnatlngs"B" out—of county payments would reduce'total s - -
costs by about 5 percent and eliminafe payments for 64°‘districts.
Elimination ‘ef public:housi g payments would Tower c¢bsts by over ‘
"10 .percent, with. -payments. for .43 districts totally  eliminated: oo
Reductlons resultlng from.both the reform options are equitably
distributed in terms™of ¢ degree of Federaielmpact andyproperky

\ wealth, with llghtly impacted and wealthy dlstrlcts bearing the, .

1

»
. > N
- ' . - '?r’ . - >
O S o ~ . -
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brunt of reductions.  However, the publlq houslng reform 'results
in dlsproportlonately 1arge reductlons ih center ty d1strlcts.

PRl

A

- Although these two reform optlons make “sense in terms of

Impact 2id objectlves,»ﬁhey -do have some drawbacks.- In partlcular,

"the public hou51ng\reform would’ ellminate payments for chlldren .
who arefeducatlonally disadvantaged,’ and in .need of- special.. .. "
P
services, and“would have advegrse effects on. 01t1ei’ whose current
fiscal difficulties are well=known. Consequently,” implementing
this type of reform may well be impossible unless the.legjtimate
claims Yof ‘these children and their districts are addressed -
through increased efforts in programs like ESER, Title I --
.programs which are designed to deal more effectlvely with the
real educational problems of .these groups.

- [ 4
4

o

- [\ -

.Local Contribution Rates -

¢ *

The Impact Aid program seeks to compensate d1strlcts for "the, -
portlon of per pupil costs that.would have been paid from local
_reVenues had these not'been lost or reduced as a result of
Federal ac¢tivity. Because there is no straightforward way of
deterniining these amounts from a Federally impacted district's
actual:educational costs, the current law.provides several alter-
native methods for calculating the local contribution rate.

This rate may be either an estimate based on comparable districts
of the agency's per pupll costs derived from local revenues, or °
* alternatively, a minimum rate of one-half‘the State or national
average per pupil costs. _ ’ K
- 7 . - .
This-study identifies saveral major weaknesses in the current
procedures for calculating local contribution rates. The
comparable’ district method do€% not proWlde a good approx1matlon
of what local education costs would have been,in ¥he absénce of
" Federal impact. In effect, it permits districts to select .-
wealthy comparables onithe basis of characteristlcs whicH. are .
most likely to be affected by Federal presence. As a consegiience,
districts using this method obtain- rates that are::40 percent )
hlgher than those’ they would receive using the higher of'the .
two minimum rates.? -Wealthy districts rely-on thls‘method fbr
over 50 percent !of their Impact Ald funds. . .

’ -

s

The minimum rate of one-half the national average per pupil
¥ expenditures bears no relation to local education costs. 1In
effect, it serves as a floor on payment rates. It addresses
. a conce?n which is really beyond the scope of the Impact Aid

program -- "the problem of” inter-State expenditures d1spar1t1es.(
Y . 4L . -

. ‘Refonm—optlons are examined which move away from ‘the present-
*~- practice- of relying on %iased/ excesslvely inflated estimates
of what district costs would be w1thout Federal 1mpact ‘They do

M 3 X~




. .
AT

»

-~

this bysrestricting or eliminating use of ‘the comparable @is—‘ E
¢ Y tmwict and/qr national average calculationg and substituting in . .

theix place other methods based on theé;verége revenue or ex<
pendgy : -

ure patterns of individual,State
3 . o8 W '

. 7 - .
L . v
P Y22aNT I a S N . . 4

N e . , ! 4 e ‘ . .
ofﬁ%gtlon 1l restricts use, of the comparable district
- -method to high impact d%@tricts, and retains the R . -
- two minimum rates. ! Yoo, o -

L

s "

g e
- . s

Ogtion 2 is the same ag Option 1 except that the
minimum rate of one-half national average expen-
ditures is eliminated. . A . . “ .
Option 3 sé&ts a district's rate ‘at either its State's
average 1oéa1‘expenditu;e per pupil or at one-half
its' State's average,non-Federal expéhdﬂtures per
pupil, whicheVer is ‘higher. ' : .
Option 4 guarantees each district'its State average v
property base and determines the LCR by"multiplying
“ ' ¢ "this base By the"district's own revenue effort T N
) : rate. -This option also includeg a minimum rate L .
. guaranteeing a district at least one-half State ‘
i average non-Federal revenues, R

Although none of these options is perfect, all achieve.some
measure of reform, Options, 3 and 4 (which would reduce program '
costs. by about 13 percent and 0.5 percent respectively) make the -

most ieasgnable assumptions about Federal impact,-and both, are - -

relatively evenhapded with respect to different State Ffinance
systems. Options 1 and 2 do not measure up nearly as well on
these criteria, probably because they both try to work.with

the current program's compensation methanisms.- Of the twd, the
second option makes the most reasonable assumptions abqut:Eederai/,

impact and is most evenhanded. However, Option 2 is-also the .
.harshest, of all the options, reduging total program.cgosts by
,over 15 percent. v

»

"

e
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.- e on districts classified by wealth. r e t
~7 7 (or gain) from reform @Ye poor districtst: Heavily' impacted . . o

All options tend to. be fairly progressive in their:effgcts‘
Distr¥tts which }ose leabt

districts also tend to do better than other districts under .
these options. By far, those with-the most to lose are . high

wealth districts and those moderately -ifipacted. Districts . - . .
in low expenditure/high: State aid St%tesﬂ(espécialiy'those in P et
the “South) also have much to lose from these LCR Feférms.. - oy
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Are Program Funds Bqultabiy ’ v <, :
Distributed in Terms of Dlstrlct
Wealth and Need’ Y

P B s A longstandlng crititism of the Impact Aid program ig- - O

’ .that it distributes large amounss of money to affluent districts -- -

- * districts.which may have beneflted by Federal activity and w
wh1ch could easily support a high” ‘Tevel of educational’ expen-
diture without Impact Aid. A related and perhaps more-$ignif-

. icant issue concerns the approprlateness of. distrlbutlnq ‘

scarce Federal dollars.to llghtly 1mpacted d1str1cts

.

. 3 .\M" .

‘.

, Ev1dence indicates that there is substance ‘to. these criti- .

cisms. For example, nearly 20 percent of  Impact Aid funds are . "

.paid to over 2,500 low impact ‘districts with fewer! than 10 ot

percent, Federally connected children. These funds represent

a small portion -- on average, less than 2 percent -= of the

s local revenu€s avallable to™hose districts. Moreover, ightly
rmpacted districts are gener 1ly at or above State average , *
property wealth desp;te the presence .of Federal aCltVltleS.

»
In contrast, heav1ly ‘imMpacted districts, with Federal enroll-
ments of 50 percent or more, show real evidence 'of burden from

Federal activity. These dlstrlcts' property wealth is only
about ,one-hdlf their respectlve States® averages. Morepver, !

. these d1str1cts are very much dépendent on the Federal pay- ..
ments to flnance thelr educational programs. .
L4

The data clearly 1nd1cate that lightly impacted districts
are much less dependent.on !Impact Aid funds and could adjust to
the elimination or reduction of these payments without suffering
undue’hardshlps. T N ..
Thus it is reasonable to’ conclude that in settlng Federal
- fundlng lerltleS, heavily 1mpacted districts, whose burdens -
~are relati¥vely unamblguous, are much more deserving of compen-
sation than lightly 1mpacted ones whose burdens are less appar-
ent, or who may benefit from the Federal presence.
Several reform optlons were developed to improve targeting ~
of Impact.Aid funds on héavily burdened districts. ,The options
are based on the concept that districts should "absdrb" costs,
that is, pay full costs of educating a minimum percentage of e
the1r Federally connected ch11dren, - . - >
o Option 1 extends the appllcablllty and effect of the &
S current -law's absorption: prov131on by removing. the .
R llmltatlons 1mposed on the absorption. :

<

. "o Optlon 2 requlres that districts absorb costs of edu-"
f cating Federal students;equal to a spec1f1ed percentage
of the non-Federal enroiiment. Three, four,~and five
<percent absorptions’ have been simulated. This-option
eliminates the need for the tler system.. .
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* The first optlon bullds on a very limited absorption proV1-

sion .in the current law. This provision requires only lightly
impacted ‘digtricts .to pay full costs for a small percentage .

- (which cannot exéeed 2 percent) of their® "B" children. The  *
first optiomr would extend this absorption's applicability to
all districts, and remove the limitations on the number and —

- percent of children for whom costs are to be absorbed. o,

The first absorptlon option would reduce program costs by
about 20 percent. Although all impact categories would expe-
rience reductions, losses are distributed progressively, with’

-~ the low impa@¢~districts suffering greatest losses. Payments IR
to 455:districts woul§yd be completely eliminated under this ‘
. option. . ] e

.
- v N . »

The second absorptjon design applies to both "A" and "B" pay-

ments and is intended to adjust for the different burdens im-
posed by the various types of Federal children and for the
relative degree of Federal impact on districts. This approach
would require a dlstrrct to assume the full ‘costs for educating

+ . a number of Federal children equaly to a specified percentage of
the district's non-Federal avexage daily attendance. This

t option would aiso_ eliminate use of the tier system for proratlng

' payments and assure payment-at *full entitiements for remaining- .

14

children.’ : < ’, N
(5, This opt16% was simulated &t 3, 4 and 5 percent absorptlon
levels. These were selected because they provide a‘rangeJOf
options. and‘establish the principle that the Federal government's
respdnsibility extends only to those districts with above .
average Federal impact (at least 3 percent of non-Federal children) '
and for such districts, only to the costs of educating students
above that average. While reductions in total costs of about
7.5 and 19* percent are achieved by the 4 and 5 percent absorptions, .
. ) gihe 3 percent absorptlon increases costs by about 6 percent.

{11 three options increase payments to districts .in‘the over 25
percent 1mpact categories. They gréétly reduce-or eliminate
payments to districts with less. than- 10 percent Federal children.
Approximately 1, 900 to 2 5@0 districts would be eliminated under
these optlons,

_ Although all of the absorptlon reforms achleve some measure:-
) of success in reduc1ng payments to lightly burdened districts, .
. the burden-based reforms are‘the.most successful at rechanneling
. these funds to districts yhich are heavily impacted. By ellq*: .
. nating the heéd for the tier system and the separate eliqibility
;equlrements they,also achpeve a con51derab1e measure of program
. .81mp11f1catlon and ‘equity. . . :
As a practical matter, howeyer, the burden-based absorptions
do have one major drawbgck. Specifically, their benefits are
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achleved by éllmlnatlng many dlstrlcts from the program, some- .
- thing the first. optlon does not do. Indeed,’ in this respect, ’
.the first option” is_the most acceptable. reform examlned, even : <.
thoqgh it has few of the administrative and equlty propertles s
which recomme the three burden-based reforms. . If saving dis-

tricts is a major selection criterion, then retaining’ the curs

rent absorption without its restrictions is the most viable &f

. these reform options. )

.~

~ -
£

A - . .
LRI . L Y.

Does the Prpgram IRBerfere with: L . : ! A
State Equalization Programs? - _, g ‘ :
# - o, e . ) 4 s
A‘hajor criticism of the Impact Aid formula has been ‘that
it allocates assistance, to dlstrlcts in .ways that disregard
-and can undermine State equalization programs. Currently, the .

law prohibits the ‘'vast majority of States from countlng Impactn ‘

"+Aid as local revenues when determlnlng a district's share in -

a. State aid program. There is_an exception to this ﬁrohlbltlon.
for highly equalized States. Hewever,,the tests for determining
whether States are sufficiently equalized to qualify for this

¥

exception angd count Impact Aid as local revenues are very i e
\restrlct ve and thus one can’ argue ‘that they provide only a W
partial. solution to coordlnatlon w1th State equalization aid.

° - 4

Most States do not qualify for the exceptlon provision, and
Impact Aid may actually impede their ability to reduce disparities. :
Although most- Impact Aid districts for which data were available -
rank in the lowest two"quartiles of State and local revenues
withig their’States, a significant number of districts appear -
in the:top two quartiles and thus would have relatively high
resource levels even without Impact Aid. Such districts receive
40 percent of Impact Aid funds paid to the sample of districts
examined, and the effect of these payments'is often to increase . .
the distance betwgen spending levels in these districts: and »-JQ !
their State's average. i . o

.:1 '

- The major criticism of Impact A1d from. ‘the stanap01nt of
equalization’relates not so much to what the program does, but'
what it fails to do. 1It fails to givé some States an incentive
to reform their finances. It fails to give States'that have
made a modest start toward equalization an opportunity to achieve
further gains by offsetting payments. to relatively. .weatthy

districts. _ . ¢
Retorm options are examined which relah present standards ) .
of equalization ‘to permit increased State offsetting of Impact °

Ald payments: f\\\'“\
o Option 1 extends the current exception provision to
permit offsetting in proportion to how closely the
- State approximates-FRedéral equa%ization standards.

4
E . -
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- / o Option 2 11m1nates the Federal equaﬂnzatlon tests and .- .
it ffsettlng in proportlon to the portion of each |

district's local revenues that is equalrzed under the .

o . ,State s program. o 4 . A
) o Option 3 'retains the current‘proVislon ang permlts other <
o \w .States to offset payments to hrgh wealth districts. . ..
. % .t a
; he three optébns dlffer in the extent to wh1ch they: achleve

various equalization-related goals. If thé objectlve of:reform
o " is.to ‘ensure that the Impact Aid program remains neutral with .
" . respect to State equalizdtion efforts, the second‘optlon, which
would eliminate the strict qualifying tests and permit v1rtually
: all States to count Impact Aid payments, goes the furthest of | .
> the three options toward achieving that goal.” To a lesser . 2
A extent, the first ptlon alsof is directed toward ¢oordinating
. . Impact Aid with th§ distribution -of State aid. However, if one
: is most concerned with assuring that Impatt Aid has the effect
‘of increasing equalization, the third option, which .considers )
. the wealth of Impact Aid dlstrlcts, would-be preferable. . )
L o2 e .
. Equallzatlon related reforms of Impact Aid can exert only
. 7 a.modest influence on ‘States finances s1nce,%natlonally, Impact. .
‘aid paymentS amount to less than 2 percent of all current expen=-

ES «ditures for\public elémentary ‘and “Secondary education. Thus.

_ the import ceé%ttached to thesedproposals is largely based on

4., " principles of- éduity and policy.concerns in the area of’ Federal/

' State}local cooperation. At the district level,‘speciflc reform
options can have a substantial effect on certa1n high impact

- . districts.,’ At State and Federal levels, the fdct that program

- dollars may be g01ng in dpposité dirfedtions must be a matter
of policy concern, 1rreSpect1ve of the absoLute magnitude of

the amounts involved. "For both of these\reasons, equallzatlon~ .

"related ref rms are deserving of serlous i -

,” ~ - . . ) » . l.-
Compreﬁgpsive Reform Options

»

-
1 .

The preceding discussion focused on the independent effects
. of'various reform options designed to*address problems presently ¢
besetting the Impact Aid program. In addition, several compre-
-hensive reform packages were designed which illustrate what*
. happens when a number of current;program provisions are modified
' slmultaneously to address the major issues ralsedrln the report.
These options ‘are intended to improve the program 's ability'.
to  equitably compensate dlstrlqts for genuine Federal'buréen,

N

* ;

v and address six reform goals’: » C .
(1) The Federalarespon51b111ty should extend only to . -, _\\\\
L sgpdenté who represent a genulne Federal burden on L

* thé district. : -




(2)

(3)
(4

. \t,‘;*j' % »
' (6)

E

problems

. - R , ,
", Heavily impacted distf%%;s have -a more valid, higher
. Priority claimyon scarce ederal resourcés’ than

U The reform‘paékages are jntended £§hdemonstrate that majeri'

e ) ' xi !
! ' \ko" ’ PR

Methods used to calcﬁla;e payment rates should be as ﬁ
objective. as possible to minimize the likelihpod o

abuse. Procedures which yiéld unbiased approximations ,
of what local education expenditures or revenues would . :
have been in the_absence of Federal .impact are to be ; .
preferred over others. ' '

(R

lightly impacted districts. o . o

RS M f":"'-:‘,,. _\
Impact Aid payments should no¥” interfere with State

equalization programs.

~

- ‘" i, s .'\ . ’: s
Program operations should be rationalized and simplified:

Insofar as they occur, fund feddctions from reform

‘should be progressive, in terms of district burden.

, Y

can be addressed in a variety of'ways, not to present a  ’

+set of definitive program reforms. - ‘Because they differ in-terms ’
of the number of districts they eliminate,” their “‘cost implications
and the extent to which theg depart from current practices, -the

. three packages illustrate a range of plausible strategies for ,

, programmatic reform: - . .

&% -

~ 0 . Option 1-eliminates payments forg"B" out-o;
' children; restrictssuse of comparable dist g0t g
' : . to‘high impact districts and retains both minimum rates!, J

=~county .
ict ‘methody,, = -

. “
-

« . Tremoves limitatiops from the current absorptionj and ¢
R . Y ,

o O

implements the wedlth related eéyglization”@:ovision. L*‘

tibﬂ\Z“elfminatés\payﬁentS‘for "B" out-of-county -’

and’ public housinhg children; restricts usé-:of the

comparablendistrict method, to high ;mbaQ;l~§§tricts .

and eliminates the‘minimum rate of one-h national- . '
SN, ‘ average per pupil expéenditures; implements a 3 pgr-i . .
S cent burden-based. absorption and eliminates the fier ‘ o

system; and impl msnts the wealth related -equalization
. + provision. TN oo : y

\,

er pupil or one-half.State.

N ’ ~ 1 ' . #

« .. O Option ¥ eliminates payﬁénts for "B" out-of-county -

"

. \\\\:nd public housing-children; sets- LCR atrthé greater |

erage .expenditures per s

\ 0f the State average of labéiiz raised. expenditures

’ Pupdl; implements a 5 percent’byrden-based absorption

. wealth“related eqialization .provision.

iminates “the tier system; ‘dnd ‘implements the
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: ", + Option 1 repreSentz theé most modest departure from the cur-
‘ * rent program., It achieves cost savings (28 percent reduction
,in "A', &nd” "B" payments), but eliminates a smaller number of
' dlstrlcts (1;012) than the other optiong. #Réductions are
B - progress1ve on drstrlcts grouped by Federal impact and property
wealth;eﬁlthfleast impacted districts and wealthier dlStrlCtS
: experlen01ng greater losses from the reforms. . )
¥ However, some crltlcs will argue that this’ optlon does not
- 'go far enough in adjtisting for differential Federal burden in g
S * 1its use of the current. absorption: provision.- In addltlon,
3 the LCR reform- is not'a strong element of this option, since it.
retalns the national average minimum whlch yields a poor approxi-
. matioh of local Federal burden. \
‘o .
Optlon 2 is an-lntermedlate level reform bothtto the extent-
it departs from current practice -andiin terms of’ 1ts effect on |
. brogram ‘costs (33 percent,reductlon) By e11m1nat1ng public
housing payments and 1mp1ement1ng thé 3 percent absorptlon,
.Option 2 accords low burden, children and districts less impor-
. tance than the first® option. Elimination of the minimum rate
. based on natiomal average costs represents an improvemerit over i
the local contr1butlon rate reform in the first option. ngugh

-

.

the State_ average minimum rate on‘which most districtsgwould Rave
to re'ly is not perfect, it conforms better. than the other methods
with what is known about Stdte/local expenditure patterns. The
" . effects of Option 2 are progressive on districts classified .by .
. degree of 1mpact with highest impact categories exper1enc1ng
8§light gains in fund1ng and the greatest losses occurring in
the low impact grouping. ,Option 2 eliminates payments to over
+400 predominately low impact dlstrlcts. This optionalso - * ¢
d1str1butes losses progress1vely across dlstrlcts grouped by . '
property wealth. - ) . Ve, ‘
The third optlon~ach1eves the greatest cost sav1ngs (about
43 percent), eliminates payments for the largest number of,
- districts (nearly 2,800), and represents the most s1gn1f1cant :
departure.from the current program. As a result, it is likely to’
be the most controversial of the three reform packdges. However,
. ) 1t does have some features which recommend it. For example,
the local contr1butlon rate reform in Ooption 3 represents a
« fedsonable method for approx1mat1ng local costs of educatlng the
*ederal students. It has the added ad¥antage of being .relatively
straightforward and not subject to manipulation¥and abuse. In ..
addition, the strong absorption reform serves ‘to establish.the.
. principle that the Federal government's responsibility extends
primarily to districts which are most heavily burdened by Federal®"
< - ., activities. Lik he first two ‘options, Option 3 is generally _
. progressive 'in its ®ffects on districts classified-by degree of
. Federal impact and by property wealth, . .

3

o‘) -
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’ whlch seek to sharpen the progran$s ability to target on genuine

: : . ., ‘ g JERAN
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Overall, Options 2 and 3 generally do a betterﬂjob than ., =
Option 1 of achieving the kind of reductiocns and redistributions
that many Impact Aid critics seek.. They. 'also would atly ' )
simplify program administration, prlmarlly by ellmlnatlng the . -,
complicated tier system. \ However, they accomplish ‘these changes
. by eliminating payménts for many districts and as a result y .
be cons1dered to Ke too drastic. e m? : )
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Several concluslons can. be drawn regardlng the pltfalls
agﬁ problems confrontlng those who woluld attempt to imprave i :
thd JImpact Aid program’s ability to equltably compensate for, o
genulne Federal .burden. ‘ g ( y .

\' N 1 -

Elrst of all, it-is clear that Impact Aid refdrm’ d1rected
towdrd achieving the goals set out above will reduce or.eliminate
"payments for many districts. There is absolutely *q way to ¥ v
acconiplish, meaningful reform and maintaih the status* quo,. because
the majority of current program recipients are not burdeéned
51gn1f;cant1y. Even the atively modest Option 1 results in
substantlal reduétions 1nr§und1ng and district partrdlpatlon.

@

- -

A second lesson learned from this analys1s is that\reforms cR -

Federal burden generally will havé an adverse effect on some ., .4
types of districts and< children.who have a legltlmate claim on NI
other categorhes of"Federal as51stance. Fdr example, while :

. center citles»arelunyburdened in an. Impact Aid sense and, hence,

do poorly 'under all Of the reforms, they do have other crltlcal
educatlonal problems wh1ch need attentlon. ‘»‘, PR , .
Slmllarly, although publlc“houslng chlldren do not neces-A
sarily represent an appropriate Impact Aid concern, many are
educatlonally dlsadvantaged, and thus have a valid clalm on |
other' types’ of Federal assistance. wBecause Impact: Aid never .. .. !
has really beeh egulpped ko deal with"these klnds «of pro lems, .
other vehicles which can address these .concerns neéd_to e devised,
or if such  vehicles. already exist,. they should ‘be explorted more’
effectlvely.. Expecting Impact Ald to contlnue“to do: éhis kind ° .
of double and trlple.duty is unrealistic and 1ﬁcons1stent with’
both the progfam s prlnclpal,purposes and the reform ob3ect1vts
' set out he e. . ‘ ) . -

) . ’ L4 " . ’,’ ¢

. Flnallﬁ,,areas eklst where further study 1s warranted. In .
par#icular, ,additional investigation of diternat1Ve metHods Fér . *
gauging the ﬁet effect of Federal.act1v1t1e§*on district resources "
would ‘be inost. helpful.” Such an investigation could result in i

more equltabie compensat;on schemes than those | exploredwhEre. oo

. Yo v
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Further vnvestlgatlon of the typés of chlldren for whom \
payments are made iS also needed. For example, the-exténtgto . ,
which payments ar§ made for‘thlldren whose',parents work - on ' . -
Federal property. In another district but not. iIn another county lch
should be determined, since these payments arg ag diffic@lt to )
]ustlfy as those which are made for bd%~of—count "B" chlldren. ¢t

3 & -

'Last; more information is “needed about thi effects which ? . .
more Flexible Impact Aid equalization provisions will" have on
total district revenues. Since improved coordinatiem between -
State equalization reform and Pederal fuﬁﬂlng sva.topic which RS
transcends € Impact Aid program, research might have particu-
larly large paymffs. It might even result in Federal programg

.

ek
which are de51gne to facilitate rather than unde:mlne State :
L]
reform efforts. o . . .
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* local .school districts for the cost of educating children

- I. BACKGROUND

School Assistance .for Federally Affectei;ﬁ?eas (Impact
. L , : V! ' '
Aid) was initiated in ‘1950 ";..1n recognition of the respon-

sibility ,of the Unlted States for the impact which certain

]

Federal act1v1t1es have on the labal educational agenc;es in
wh1ch hose activities are carrled on...“lJ Enactment followed

hearings and investigations which indicated that Federal -

activities blaced a burden on_some districts through an in-

. ¥
crease in enrollment® and lossy in local taxable ‘property.
Q-
. 1 ’
,Enactment was also in response to *ondltlons ex1st1ng in’ 1950

which have substantlally changed since that t1me.. Thé~nat10n

»

was undertaking a military bu;ld—up for \the Korean War; fhere'

was v1rtually no other Federal aid availablé for glementary
X
and secondary gducation; and States -provided a'smaller share :
re ‘ga
of the costs of educating, students than they cugrently provide.
/

The purpose of the Impact Ald program~1s,to_compensate

-~

when enrollment and availability of revenues frem local sources '

sV

are adversely affected by Federal actiyities. Impact Aid

a

payments are made under two separate 1églslat1ve author1t1es.

‘--:

P.L, 81 874 provides asSastance to Xocal school d1str1cts to

defray current operating costs of educating children in im-

pacted areas and P.L. 81-815 is designed to provide*schopl

. ~ o 5 IQ'.,‘ ’ b

districts with financial aid for school -constructioh under
- e . N

. specified conditions~(e.g., for construction oflurgently

‘[Kc

wll Toxt Provided by ERIC

.

1/ “sectien 1, P.L. 81-874. ' . :
_ : . 23 / 3
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needed ‘school faC111t1es 1n d1str1cts where new- {ederal

@ 4

-

aqf1v1t1es‘have substantially 1ncreased school membership).

Major and plnpornb d1saster assistance is»also provided hnder
. .

both 1aws. Since most Impact Ald is provided, under P L. 81*874 --

$770 million in FY 1838 compared with $30 million for con- -

structlon -- and because the issues involved are extremely

. complex, this paper will be concerned only with P.L. 81-874.l/‘

-

.
s ’ ’ \.\

‘.Program Description ] -

§

P.L. 81 -874 is the closest app;px1matlon to general aid
from the Federal government for elementary and secondary edu-
catlon, since Impact Aid funds become part of the- general

operatlng accounts of school districts and no- speC1a1 accountlng

< -

of -their usé ig required. The Education Amendments of 1974

(P.L. 93—380) 1ncorporated two exceptions: (l)‘funds provided
e

~ for hand1capped children of military persohnel and handlcapped

chlldren llving on Ind1an lands must be’ used to support
o

special programs that meet the needs of these chlldren, and
/
(2) payments for children from publlc Jhousing prOJects must

be used for ESEA Title I-type programs which provide services

and compensatory education for disadvantaged- children.

The maJorlty of P. L 81-87%4 payments are made to ellglble‘

local educational agencies for two broad categories of
N

4
L}

children: "A" children, whose parents live and work on Federal

¢
- e

'l/ To be completely accurate, our analysis will deal only
"with amounts' distributed under Sections 3{a), 3(b), and
5 of Jthe current law. = s

~
24




property ~and "B" children, who'live or whose parents work on
\
Federal property, but not both Federal property 1s defined

to 1nclude Indlan /ands and Federally sub51dlzed low rent"
puplic hou51ng ‘All chlldren 11v1ng on Indlan;%%nds aré."A"b
chlidreﬂ and @pst ‘of the publlc hou51ng children are gy

category students. A lpcal educatlonal agency 1s ellglble

for Impact Aid if 3 percent of its enrollment, or 400 students,

<

live and/or have a parent who works on Federal property.

.on the basis of an entitlement. Thewentitlement is expressed
as a percentage of an agency™y Mlocal contribution rate” angd
. N v - . 5

©o s intended.to'compensate for the burden imposed by the various

P .

types of Federally-connected children at a rate which approxi-
2 - .

mates Iocally raised e%pcation costs.. The local contribution™
n i rate may be.based either on comparable districts' per pupil, ;
.costs derlved from local .revenues, or alternatlvely, a mireimum

[}

rate.of the-greater of one- half the State or national average

L per pupll cost.

-

0 ’,
’ »

The percentage of the local contrlbutlon rate to which

an agency is entltled varies for over a dozen subcategorles
- Al

of Federally connected chlldren within the broad "A" and "B"

1\ ~
-~ -

cla551flcatlons. This reflects the notion that different types

~

. of Federally connected chlldren impose d1ffer1ng degrees of

burden on the dlstrlcts$~ For example, the higher entltlements

.

. for "A" chlldren (90-150 percent of the local contrlbutlon

. Impact Aid payments are made to local. edqucational agencies

RV

N
ey
& -
.
¥
2 5\
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rate, compared to 40-75 ‘percent for "B" chlldren) reflect

hd “the theonetlcally.greater loss in revenue tQ\dlStrlCT){

L ) o
- assoc1ated ith t loss of tax revenues for .both the Place e | .

g ~
, > of re51dence and the place of work. X “— o

-Wltﬁ!n the "A" and /'B" cla551f1catlons the hlghest entitle-~

ments axe prov;ded for military and Indlan handicapped chlldren,
we o
reflectlng the greater expense of providing an appropriate .
R : .

'educatlon for these chlldren. ’gllltarf chlldren also receive

relatlvely higher ent1tlements than c1v1r”ans to compensate

- . t

for the somewhat greater loss of revennes to a community which

» may;result because mllltary personnel often do bu51ness on the ~ '-‘\
base rather than in the communlty and may be exempted “from Lo
3 .

certain State or local taxes where they are statloned. Finally,

A4 within the "a" category, hlgher en%ltlements are prov1ded for.
dlstrlcts whlch are more heav1ly 1mpacted -- i.e., where 25
) . percent 8} more of the dlstrlct svenrollment are Federal {%
f“}hlldren. - . . > v o ’ ‘

hd ¥

‘In addition to the payments for . Federally connected

chlldren, special S!ov151ons authorlze Impact Aad to” schdol

<

o=

districts hav1ng a partial loss of tax base as a result Qf -~

Fl

the' removal o€ real property from‘;he tax rolls through,Federal

acquisition (Sectlop 2 P. L. '81-874) ; for dlstrlcts exper1enc1ng
? -
L a sudden and substant{al 1ncrease of children resultlng from

Federal act1v1t1es (Section 4), and for dlstrlcts to recelve
e 3 = N
. N an amount for a reducﬁgon in’ Federally conpected chlldrennby -

L . P




.
B ~.

cessation or decrease of Federal activity (Section 3(e)). /~«\\

-Finally, Section 6 of P.L. 81-874 authorizes payments to local

. \ hd

education agencies and other Federal agencies to operate

N
vz & N

échools“yhen local educational agencies are unable td provide

* a suitable free pdblic education for Federally connected _

children. Given the size and complexity of thevissueé‘surroundiné

/
.

Sectiohs_3(a), 3(by, and 5, evaluations of the program's

special provisions have not been included in this éaper.

v .
-

History of Impact Aid Reform .

While:the basic structure and purpose of the Ihpact Aig

program have remained intact since its enactmenggin 1950,

. * . ~
the program has been amended numerous times over the years.

The effect of these amendments has been to increase the local

Il

contribution rate for some dis;;ﬁ%ts and to expand the coverage .
of }hé bfogram by broadening definitions of Federal lands and, s

- types of Federally connected children and by liberalizing ~
-~ .
eligibility requirements. - ’
L . ;

Perhaps the most extensive reforms were enacted #h the-

Education Amendmentﬁ%pf 1974. A significant feature of the
> Q 4

1974 reforms was the introduction of the "tier system" which
directs the way entitlemepts will be proira;ed when the program

) }s less than fully funded, and assures, that payments will be o
‘made fgr public housing children. Although public housing

[}

- children had previously been eiiéible for fgnding} special,

] ¢

earmarking of appropriations was necessary to make these pay-

ments, and Congress never provided monies for this purpose.
K e [3

. 0
.
., °
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.The law .requires that payments be ‘made in, three stages

[y

« "y - ‘ .1'
or Mtiers": L ‘

- In Tier 1,’payments are made at 25 percent of
entitlement for all categories of children,
including public housing children.

. -, In Tier 2, the various subcategories are

.. Rrioritized: "A" payments are made at rates .

ranging from 88 percent to 100 percent of
entitlement (including thegamount paid under

Tier 1). Total "B" payments in the second '
tier range from 53 percent to 60 percent of
entitlement. No ddditional payments are -made

in Tir 2 for public housing children, so public
housing payments remain at 25 percent through

the second tier. 1If there are not enough funds >
appropriated to completely fund Tier 2, no pay-

{ ments in Tier 2 may be made. 1In this event,

payments would be made t rough Tier 1 and
. through the hold harmless provisions whigch will
be described latet in the paper.”

- In Tier 3, ail remaining entitlements are paid. ‘

Payments for public housing children account

for most funds paid in the third tier.

The ;974 reforms also eliminated or, reduced entitlements
A

for some "B! children. For exémple, "B cﬂildren whose

-

parents work outsidg the State in which .the local educational

B e . ",‘ )
agency is located were eliminated as eligible Federally

.cogﬁééted cﬁildren. Similarky;‘entitlements—weré lowered for
"B" childrh whose parents work outside the county in which

the local éducational agency is located. These changes yére .

..

based on the argument that because the parents of these

hY
13

’child;en pay residential property taxes, and because the tax
T o '
‘less from the non-residential property occurs outside the county

Bl
Or State of the agency, there is little or no burden on the

. . »

‘agency. . ' ’ R - ‘ f‘?>
. 28 > .
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‘added a waiver to ‘this prohibition for.States which have a

'

//—N\\ Table 1 provides a description ofy each of the catégories

‘ : . &
of. "A" and "B" children. It also indicates thelr correspondlng -
entltlement welghts as well as their funding levels in each

tier. Tﬁe varlatlons in entitlements are 1ntended to reflect

> . °

the relatlve burden assoc1ated with each category of chlld,'

whlle the funding levels. assigned in the Tler system 1nd1cate

prlorltles fior payment among the categorles.

. Another provision in the reforms affectlng "B" students
; .
is "the requirement that, beglnnlng in 1978, somé school

districts must assume the entire cost of educating a small

¢

percentaéé of their~“B" students. This absorptlon" prov151on A
does not apply to heav1ly 1mpacted districts. ) §\;

. The.l974 reforms also included a change in the role of

impact Aid with respect to State educational aid programs.

A 20

cher Section S(QQ;States are.prohibited,frcm*countihg Impact
Aid payments as local revenue ‘in determining an agency's. \)
-
eligibility for or share in a State aid -program. The re?orms
Pt . - ; . , -
program to equalize'educationaL expenditures among districts. :

Finally, a major feature of the 1224 reforms was the

ipclusion of four "hold harmless" provisions to limit reduc-

-

“tions in Impact Aid ‘payments, In:addition to a~generai

hold harhlesé which applied\to any reductions in payments, ) ~
there are thrbefothers‘direcééd t épecific reforms or’ con-

ditions. One of these limits reducthans resulting from the

e
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v .
©. Table 1. Pifteen Categories of Fellerally-Connected Students
"~ Entitlements and payment Rates Under the 'riFr System .

~

)

. b -

' .

|

‘with Corre spon&ing

Section of

P.L. 874 d

Entitle-

Descripgion -
‘

(Percent)

Paid in Each Tier °
Tier 1

ment

Percent of Entitlement

Tier 2 Tier 3
X

3(a) N

3@ Q) e (2)
3(a)(1)
3(a) (1) (LRH)

3(a)(2) -

— 3(a) (2) (LRH) . -
¢ 3(a) (2) Handicapped
(25% or more)

3(a)(2) Handicapped
{Less than 25%)

. impacted.

. : )
“A" CHILDREN ~-- Parents work and
live ‘on Federal property. :

"A* CHILDREN, IN {EAVILY JMPACTED
DISTRICTS -- Military and civilian
"A" children whose 'school district
contains 25% or more "A" children.

CIVILIAN "A" CHILDREN IN"OTHE!S
DISTRICTS -- civilian "A" children
in districts that are not heavily »

CIVILIAN “A" CHILOREN IN.PUBLIC

HOUSING -~ Children whose parents .
live and work on Public Housing -
property. -

MILITARY AND INDIAN'"A" CHILDREN .
IN OTHER DISTRICTS -~ Children
whose parents live and work on
Federal property or Indian.Lands,
Non-Indian children hdVe parents
in the uniformed services. School
dastrict is not heavily impacted.

MILITARY "A" CHILDREN IN PUBLIC
HOUSING . ‘o

.

% .
HANDICAPPED MILITARY AND INDIAN
"A" CHILDREN IN HEAVILY IMPACTED

® DISTRICTS 7

HANDICAPPED MILITARY AND”INDIAN 1
"A" CHILDREN IN OTHER DISTRICTS
—R"_CHILDREN IN OTHER DISTRICTS

W+ N

100" 25 75 0
\ (25) (200) =)

. L3

90 25 63 12
(22.5) (79.2)  (90)

90 25 9+ .15
(22.5)  (22.5) (90)

100 ' 25 65 10
(25) (90) (100}

100 25 0 is
. « (25) (25)  (100)

150 T2 75 0
e (37,5 (150) (=)

150 1 65 10
‘ (37.5) (135) . (150)

. 3(b)

v

: 3(b) (1)

3(b) (1) (LRH)

. < ‘

3(b) (2) (A)

3(b) (2) (A) (LRH)

o
-, 30) 2} (m)

.~

.
e .

3(b) (2) (B) (LRH)

. \
N . 3(b) (3) M
Q &

"ERIC st sanardippes
Rl

Aruitoxt provided by Eic:

¥ ’

. .
"B" CHILDREN -- Parents ybrk or
live on Federal property,-but n?t
both. ’ .

CIVILIAN "B" CHILDREN WHO RESIDE -
ON FEDERAL PROPERTY -- Ch}ldrgn
with civilian parents who-live .
but do not work on Federal property.

CIVILIAN "B" CHILDREN WHO RESIDE .
ON PUBLIC HOUSING PROPERTY o .
Civilian "B” childrqn.whose parents

live but do not work on public »
housing property. . &

CIVILIAN "B" CHILDREN WHOSE®PARENTS ~
WORK ON FEDERAL PROPERTY IN THE )
COUNTY OF THE DISTRICT WHERE SCHOOL .
IS ATTENDED -

CIVILIAN "8" CHILDREN WHOSE PARENTS
WORK ON PUBLIC HOUSING PROPERTY IN
THE COUNTY OF THE DISTRICT WHERE .
SGHOOL IS ATTENDED

’, ‘.

7 .
CIVILIAN “B" CHILDREN WHOSE PARENTS
WORK ON PEDERAL PROPERTY IN THE .
STATE BUT NOT IN THE COUNTY OF THE
DISTRICT WHERE SCHOOL IS ATTENDED

CIVILIAN “B" ‘CHILDREN WHOSE PARENTS
HWORK ON PUBLIC HOUSING PROPERTY IN
THE STATE BUT NOT THE COUNTY OF THE
DISTRICT w}mng SCHOOL IS ATTENDED

MILITARY "B" CHILDREN -~ Children
whosé@ parents arg in the uniformed
services and who eithgr live or
work on Federal propeéé '

- v

HANDICAPPED MILITARY "B" CHILDREN
3
. L

45 25 32 43
(11.25) (25.65) (45)

“4s .25 -~ ) 75
(11.25)  (11.25) (4s)
»

. o4

~ 32 43
(25.65) (45)

45 . 25
\ (11.25%

~

’4s 25 0 75"

¢ 7 (11.25)- (11.25) (45)

LS
- . . .

40 25 28 47
. (10) (21.2)  (40)

40 25 0 75
* (10) (10)  (40)
4 . .
& -
’
.
50 ' 25 35 40

(12.5) (30) (50)

" 2s 735 4o
(18.75) . 45)°,. (7%)

‘




[3

"t

. M A )

b
‘ changes for out-of-county and out- of- State "B" chlldren.

- -~

Another partlally offsets reductlons in payments for other

categor1es of“ﬁi&dren resultlng from. the funggng of publlc

housing children. Therells also a hold harmless to prevent

. ]

" large losses in payments as a result of specific military

-«

’

base closings.

-

H o
i
® -

Budget Histor¥y

. M 3 Q‘ v
Table 2 .shows entitlements, budget. _requests and appro-

pr1atlons over the last eight years for, the Impact Aid program

3

C. (p.L. 81~ 874) Controver51es over Impact™id have tended to
' . : ST : c
develop a pattern that is evident in Table 2: Presidents -

. have annually proposed changes that would greatly' reduce

a . v . ™ T
program costs; affected districts have testiﬁieq that the
- / ~ > )

changes proposed would cause cutbacks“in their educational

offerlngs. and the Congress has subsequently appropr1ated

[ ' -

substantlally larger amounts than requested by the Executxye

Branch. o
[ b — »

It is important to nqte the relationship between entitle-

Sl \¥ments under the. program and the amounts wh1ch have’ been

approprlated Prlorrto flscal year 1970 enough funds were -

N approprlated to perm1t payment of full entltlements. However,
[ 3 . ’

51nce then, even though Congress has appropraated much larger

,

amounts than were requested by the Pre51dent, rt has not fully"

funded the’program The "tler system” whlch went into effect

. ' in FY 1976, exp11C1tly directs how payments will be made at

L 1y ——
= . . .
. . - . ' +
v Eila v
. * -
s
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Table 2. Recent Hlstory of Entltlements,a/

. Budget Requests and Aggroprlatlons ‘ ’Lﬂoae
. v for the Impact Aid Program (P.L. 81-874) .
] . . . Difference
. c . a/ L .. Between
Fiscal Entitlements= Request Appropgriations Request and
: ’ . : Appropriations

—

1970 $ 597,500,000 §1871000,000 $504,500,000 + 317,500,000 ~

197127 897,200,000 ~ 410,000,000 536,068,000  + 126,068,000
. 3374

» s ~
1972 924,000,000 425,000,000 + 592,580,000 - + 167,580,000
1973 976,000,000 415,000,600 635,495,000  + 220,495,000
1974 979,391,000 273,500,000 574,416,000 + 300,916,000

+

;1975 1,053,500,000 320,300,000 636,016,006
1976/ 988,900,000 426,226,846 739,000,000 .+ 312,773,154

N 1977 ‘ 1n1157190r000 315,000,000 768,000,000 + 453,000,000
1978 1,185,450,b00 370,000,000 770\Q80,090 + 400,000,000
S A . Is

PN

AN

a/ ' Excludes disaster assistance and hold harmless prov151ons
b/ Public housing children eligible, although no appropriations
. Made for them until FY 1976.
¢/ Reforms epacted in the Educatlpn -Amendments of 1974 became )
effectlve in FYil976 . \

[y

" ’
~ ;o % = \\

less: than#?ﬁIl fundlng Congre551onal policy since the introdugtion
\\\\of the' tier system has been to funa. the program through T1ers 1
\\hq‘Z In FY'1976- the amount approprlated wds more than was\needed

wfis
for Tier 2 (although the .intent was to fund only’through Tiers. 1
N

and 9), and,} as a result, some payments were made "in Tier 3. 1In

g

FY 1977 and FY 1978 the appropriations 1aw‘spec1f1cally d1rected

k3

‘that payments be made through Tlers I and 2%only

o

.

I3 . . .

315,716,000 ',

<

’

RS



‘ 11. )
¢ . o
e : . . K
A *  The 1974 reforms also had the effect of 1owerin§ entitle~
] . N
ments 1n FY 1976. However, due to increased claims for low rent -
~ houslng payments and rising local contribution rates; entitlements

in FY 1977, the second year of reform,: were already above
. -

“pre-reform” levels.. Thus, despite the enactment of reforms

*

) P4
and some initial lowering of entitlements, appropriations

have steadily increased since IS?E& If the FY 1978 Congressiohal
pollcy of fundlng Tiers 1l and 2, and two of the hold harmless

prov1slons is contlnued it zs estimated  that program costs

will be over $1 billion by 1982. . "

-

. Program Beneficiaries , ) ’

In 1978 it is estimated that awards Wlll be made to =
nearly :\AOO school d1str1cts on the basis of about 2.5
. million Fedei&fﬂy connected children. Th1s 1ncludes payments< '
‘ made under Seotlon 6. for other Federal agenc1es~which maintaia’
schools (prlmarlly the ‘Bepartment of Defense) Since the
. majority of these funds are available for;the general operating
accounts of school districts, some or all of the 23 million N
i§ chlldren enrolled in, Impact Ald school dhstrlcts_could con-" F\:>Q
celvably benefit from the aid provided by the program. The

fact that th1s is a general a1d program and the relative, lack’

. of strings attdched to\the funds make this a very popular program

!

<

with recipient districts. . ) -
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ILil‘EVALUATION OF CURRENT PROGRAM'

N

Sihce its enactment nearly 30 years ago, ‘the Impact Aid

program hassbeen the object of much debate, huméré;s,l is-
. . o . /
lative changes, and several major'studies. The most extensive

-

t

assessments of the program 1nclude a 1965 evaluatmqn qonducted
by the Stanford Research Inst1tute, a 1969 study by the

Battelle Memorlal Institute, and a 1976 report by the General °
A

. Both the SRI andsfattelle evaluations concluded that the

AGCOunting Office. -

basic structure'of~the program -- providing pa}ments for

Federally connected children and distinguishing between‘"A"
and "B" children -- is defensible and properly conce1ved in
terms ot relieving burdens 1mposed on schooladlstrlcts.v
However, both of these studies, asxgell as the GAd\ﬁéport,
identified aspects’of the'program which limit its effective-.
ness in compéensating for these burdens. For example, the

Battelle'study found that Impact Ald results in unjustlfied

overcompensatlon to many school ‘districts. These Impact Aig,

! w1ndfalls" are the result of»payments .which far exceed the

Federally imposed burden. ‘The payments are elther in excess

of the costs of educating the Federal pupils or do not reflect
"').
economi c beneffte that federal activities may causeULn a com-

<

I

munity. - In_addltlon, Battelle concluded that payments are

made to wealthy school districts which could flnance higher~.

than-average school costs without Impact Aig. : . -

T N » . .
. : ' 4
S v ‘ '
o .
« ) . >

J

>




,'asfby‘the critics and proponents of the‘program:l/ v

€

All of these studies were based on data’collected prior

Y -

) to FY 1976, when the extensive reforms contained in the Edu-~'* ,

*

cation Ameridments of 1974 yere imﬁlemented. Using FY 1976
, . \ ) .
"post-reform"” data this section will address the following

major issues which have been raised by these studies as well
. N .

]

- . R +

<

2. Are school districts adequately compensated. s
R ~ for Federally imposed burdens'> .
~ . Are Impact Aid funds equitably dlstrlbuted o

in terms of district’needs and Federal. 1mpact'>

' . .Does Impact Aid interfere with State B
equalization programs'> .-

t sections were undertaken using several hybrld data
SAFA payments for school districts, obtained
- from the Office of Education's FY 1975 and FY 1976 progr
tapess were combined with spekially gathered school Vi
district property value data for 1974-1975.. # re necessary,
the SAFA and property data were matched and mer edrw1th
income and metropolltan status data derived from the 1970 .
Census Fifth Count. File reaggregated to 1975-1975 school
district boundaries. Some analyses required the combl—
natlon of SAFA and these other data with information.
contalned on NCES's 1974~1975 ELSEGIS finance file. *
Because a complete o0 percent match among all data sets’ %
was hever p0551b1e (although match rates were generally
in the 75-85 percent range), SAFA payment data displayed
for ''matched" varjiables like property ‘weadth are 1ncomp1ete\
and generally will not add to program totals: This is
especially the case for small districts-with enrollments
;, of 300 or less and/or populations under *1,000. . This :
attrltlon“of districts_and associated data should be kept
iﬂ\mlnd whdh 1nterpretxng the results of the study., Of, .
necessity, some analyses are based on systematicaFly
constructed samples and generallzatlons must be made with’
caution.’ ’ < x - T
. L

. o
- . -
~



. SR
Are School Districts Adequately Compensated .
for Federal}y Imposed Burdens? HE :

.

Much'of the controversy over" the Impact:Aid\pfogramuhas
revolved around the issue of how well the program is compen- 7

'sating school districts for Federally imposedlburdens. Al- .

though\thé burden concept is the basismfor Impact Aid payments,

LI

identification and measdrement of this -burden has proven -~
Y ‘ o .
illusive. _For example, in most instances, it is virtually

impossible to determine what an area would haye been like in

.-~ .

tefms of its revenue raising capacity and p?pulation without .
’ . s

Federal activity. While it is true that in some areas theX
L ‘
Federal government's activities have precluded private develop- _

P

ment Which would have glven rise to sizable local revenues,

1t is also true that in other areaa.the Federal presence has .,

rF l‘ .
stimulated more economic act1v1ty and led to the creatlon of. ’ L

(23 ‘ -

more, taxable property than otherwise would have existed. The

*}
~
.

problem is that there is no generally accepted method forg .
a

dlstlngulshlng between these two types of 51tuatlons and for

quantlfylng net. tax losses or benefits to a district. The

Battelle stua¥ in fact concluded that there is no fea51ble i 7.

~ -

way to de51gn a pérfect procedure for Impact Ald that accurately

< > ‘

measures the net burden of Federal 1nsta11atlons.'
L

The current program attempts to compensate for bur@en by’
providing payments for certain. Federally connected.chiId%en.

Payments are based'on a local cbntribution rate (LCR) which lis

-
L)

Lo o . - ; S
intended to reflect the district's sharé of total per pupil



.
~

cests. The perce;tage of the LCR to which a district is
<_,erxtitled‘vari’es for the different categorieg ‘of Federal .
. chiidren, and is calculated ‘to approximate the pertion of
. the.hCR lost tp;a district as a result of eaih'child's Federal

%
connection. The following discussion examines this compensa-

., tion arrangement. Specifically, it attempts to assess whether_

. . \ -
the children defined as Federally connected really do impose

a-Federal burden on a‘districf and whether the methods used

to calculate LCRs and the weights assigneé.for entitlement

purposes result in payments-commensurate wi®th the burdens -

imposed.

* a

"

Federally Connected Children

?

Historically,—critics of Impact Aid have charged that the

~
program makes payments for some children who do not place a
<

major burden on a district's ab11 ty to finance education.

Although the 1974 reforms eliminatd®d entitlements for out-of-

State: ng//chlldren, most past chazg;s have been in the oppos1te

P
dlreetlon and have expanded rather than limited, program

T : s
coéerage. As a result, dlstrlcts continue to rece}ve payments

or several categories of chlldren who axguably do not represent
- a eéeral burden on school resources PR ,

) . X \\ﬁveen the strongest critics of I@t Aid agree thatt"a"

. children are associated w?lh\a clear loss of tax base to‘school

8

districts wh}ph’must provide’ educational services®for them.

- , - *
And there is no question that, the loss of\ tax base and the




payments base//oh some types of "B" chlldreh total e11m1na-

l6.

o
presence of these additional children result from Federal
&
\activities in the community. Consequently, refporm proposals

leave "A" payments (which will total nearly $300 miLlion)in

FY 1978) untouched. : .

.

Payments for'"B" category children, however, have been

the focus of much crltrﬁlsm and the subject of numerous reform

8.
proposals. The most recent of these proposals woul? have -

~ ’

reduced the FY 1978«Impact Aid budget by an est1mated $345
million by e11m1nat1ng these payments ent1rely The principal

Justlflcation for this and $imilar proposals rests on the

-

observation that "p" children, most of whose parents 'live on’

e
private property and pay res1dent1al property taxes, représent ',

-

nuch less of .a potential revenue loss to a d1str1ct than "A"

.
~

childreri, whose parents both work andOllve on Federal property.

N '—\
-

Because jthere are relatlvely strong gustlflcatlons for

\
=

tion of "B" payments seems d@n overly harsh measure. For !

- .

example,fabout $90 million wili be paid in FY 1978 for approxi-

mately 400 000 m111ta¥y "B" children whose parents are exempt

from certa1n State and local taxes. Slmllarly, payments are

.vs By

made for other ”B" chlldren whose parents either work or live
on non—taxable Federal property located w1th1n the school,

Y4
district. It- -would be difficult to deny that these children

v A

are not associated with at least ,a partial tax loss to. the '

’ b4 4
school district. 41

> v
» " ‘ é
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& On the other hand, if one agrees that the major‘purpose
- »

of the Impact Aid program is to provide an in—lieu—of—tax

payment for districts that have suffered some tax revenue *
" loss through Federal .presence, logic alone leads one to
e .
question the appropriateness’ of .providing payments for some-

7/ - -

categories of chlidzen. In part1cular, the Justlflcations‘

for propldlng payments for "B" ch11dren whose parents work

¥ outside the school d1str1ct and for pubilc housing children

2

warrant close ¥crutiny. ;

s

Out-of-County and Out-of- D1str1ct
"B" Children

Orlglnally, the Impact Aid’'program did not distinguish

between children whose parents work inside‘and those whose -

‘-

/pa;ents work outside the district. However, sincetax loss

is the major feature of the burden concept,- such a drstlnction

, is 1mportant In particular,, it can be argued_that children

whose parents work on Federal property ontside the school

L)

district do not represent a Federal burden because, even if
< N -
¢]
this property were taxable, the district would not benefit

\

) N\
since it couid not tax property beyond its boundaries.

The 1974 Amendments addressed this problem by e11m1nat1ng

I

the entltlement for children whose parents work on out—of State
NN .
Federal property and by reducing the entitlement for_out:of-

country‘"B" children. Critics argue, however, that theig//;

reforms dld‘POt go far enough, and should be extended to

» r

&
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eliminate outvof—county and out-of-district °"*B" payments as - .
6 < A []

well. They contend that in terms of a dlstrlct“s ab111ty taq .
L tax property the most relevant® boundary is the dlstrlct S . ‘

boundary, not the State boundary, and they point to ‘the fact

that out-of- county "B" children will account for nearly: -
e $40 million in FY 1978 Impact Aid paynents.l/k T
S ] \ . .
N . Justifications for Aincluding out-of-county and out of-

:

] district "B" chlldren as eligible Federal ch11dren emphaqlze
. \ o *
ice burden on districts which must ¢

that there’ may

\ ;
. 'educate thesevchildren. may-eccur when there is a large - .
o - -

. e . . . l( Pand ’
Federal .installation "just across the district line" that
- & - .
\ attracts.lar numbers of civilian and military personnelg
32

. whose childr must be servéd. To the extent that property

and other tax revenues resultlng from these ch11dren (and the

indirect econom1c*benef1ts generated by the Federal govern-' - ‘
. ment's presence) are less than enough to offset the 1ncreased
-s - v -
costs of educating the Federéﬁly connected chlldren,-these ' * -
\'dlstrlcts will be adversely affected The Battelle Study ...
concluded that although payments should,be less than for other v
: . R ' -‘ o
‘* . - - . . '
~ - 1/ Actual payments for out-of- district "B" children are likely ‘ 7

to be much higher than¢$40 mllllon. However, estimates are

not available for payments which will be made for- ~children

whose parents work outside the_district but within the same -
county, nor for hold harmless payments offsettlng reductions

in out-of-county and out-of- State "B" payments resulting

from the 1974, reforms. . .

~
. / ‘

< l - lo
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}
« Aftex all, they argue, a large'manufacturing plant or other

, attending schools in that district..

9

.burdened by Federal actiVities. Thé benefits in these cases

- residential tax base.

» v s . .
-~ - q s

~

. -
types of "B" children, all out-of-district payments, including

out-of-State payments, can be justified on the basis of a

.. Y 13

service burden concept.

’

A .

P B .
*Many have challenged this conclusion asking why Federal
- . -

sector aqtivities outside a district should be more burdensome

and deserVing of compensation than private sector actiVities.

privaté buginess usually would not be required to gompensate

an adjacent district just because it employed parents of children

&

<

Geﬁerally, we would agree that the arguments for including *

"B-out" children are not very compelling and question whether

) >

they warrant annual Impact Aid expenditures of over $40-million.

These payments cannot be justified as compensation for tax °

-

Ibss,/since the district would not be able to tax even private

~

p operty outside its jurisdiction. Further, we would argue

“thit many of these districts have been benefited. rather than

.
-

LN

are expanded employment, commercial activities, and pribate

.}ublig_ﬁggping Children

Since 1971, payments have been authorized for children

»

whose parents live.and/or work on Federally subsidized public

~
-

-hbusing property. However, until ‘the Education Amegdments .

~

of 1§74,'specia1 Earmarking of appropriations would have been .
g —

requared to make these payments, and monies were never prov1ded

1 -
- 1]
— . . N

a

for this purpose.

. . —

o il . . .
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The Education Amendments*éhangeé thi§ by including
‘publiC'housing payments in the tie}'system to assure that these
“ -4  payments wouid be madéf In adqition, the Amendments included
“the fequirement.that public housing_payments be used spgcifically

to provide educationally disadvantaged childreyn with ESEA

2

Title i-type‘compenéatory education servipes. Although pay-
ments for public houising children are funded at the lowest

. rate throu@h Tier 2 (25 percent of entitlement versus. 53-100 °

percent . for. other categorles), they will account for approxi-
.".& .
ately $80 million in FY 1978. s

. -

<

-
‘ Public housing.property differs from other property .

which gives rise to Impact Aid payments in that public hou51ng

Al

is locally, rather than Federally, owned. Despite this dlfference,

prooonents of publlc housing payments contend that the Federal
z -
government has a responsibility to offset district tax revenue
26w L ) . '
* losses ghich result when non-taxable public housing units are

-~ constructed. This responsibility‘is\thought-to,stem from the
role the Federal government plays in encouraging.communities
o ’

to construct the public housing. _By participating in the

program, a community often suffers a loss of tax base, ‘but

. .

at the same time must provide educationalrand other services

for a population which may well be in need of relatively

-
. # R
“

higher cost services. *
In resppnse to the argument that public housing childre&

impbse a Federal tax burden, critics of these payments note
\) 3 - . ‘«:

ERIC" | .42 : ‘




that public housing children a}g not, stfictly speakihg, .
Federally connecte?$/'The’owners of public housing are logal ~

* * 3
housing authorities, not the Federal government. Furthermore,

these projects have been constructed in“féspon§e to local

government decisions under. ground rules that were known in .

advgnce to them. Thus, critics conclude that public housing

-
L)

is not'imposed on a locél area by the Federal government.

- It can_be argued also that public housirig payments may -
represeht a duplication of Federal funding efforts. In
addition to Impact Aid, the Federi}‘government shares in the
initial cost of bulldlng publlc housing units, guarantees
debt service on bonds 1ssued by local hou51ng authorities,
and makes annual contributions whch subsidize payments in*
lieu of taxes. In FY 1976‘disbursements to local housing
authorities for public housing amounted ;o over ;l.3 billion.
It éhould also be noted that public housing éuthprities and
local governments derive an’indirect benefit through the lower
interest rates made bossiple,by Federal guarantees.
| Proponents of'pubiic housing éléo claim that publié
housing creates a service burden for the distrgct by drawing

pupils into the community who would not otherwise be there.

However, this argumépt can also be challenged. Because of

.
' +

<&
long waiting lists in many communities and the need to be a
4 . '\
community resident to get on these lists, public¢ housing

usqally cannot draw perébﬁg’fo a community who would not

otherwise bg there. Typically, public housing serves existing
community residents. . =,

»
.
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. . Finally, a major aspect of the justification for public \

hou51ng payments- lS that they help dlstrlcts offset the costs

.o

assoc1ated with high-need, educatlonally dlsadvantaged chlldren.z

»

Unllke most other Impact Ald payments, public hou51ng payments

“are not general aid but must bKe used to fund ESEA Tltle-I type

compensatory programs. The main reply to thls claim rests

o

with ev1dence that, compared to Tltle I, the program does’a

)

. poor job of channellng funds to areas with large concentrations-
of educatlonally needy children. .The Title I formula is

designed to allocate .funds on thetibasis of poor children, on

.
]

the grounds that poverty is an 1nd1cator of egﬁcatlonal need.

'Thus, Af Impact Ald public hou51ng payments are being targeted
effectlvely, one would expect thelr dlstrlbutlon to correspond
to the distribution of chlldren living in povertyv In fact,

however, there is very little relatlonshlp between per pupil
s

e ——

*publlc housing payments and percent poor.' This is in sharp

-

ey

contrast with the Tltle I program, which is highly targeted

of the dlsadvantaged ' U ] : -

¢ =, ¢,.

Addltlonal ev1dence 1nd1cat1ng that publlc houklng pay-
ments areopoorly targeted on the d1sadvantaged is prov1ded
8 . ;1n Table 3, which compares the" rates.at whlch the 16 largest

center c1ty districts recerve Impact Aid gubllc hou51ng
payments and ESEA Title I funds. Adain, if public hou51ng 7

Apayments in these 01t1es were targeted on need, qQne would- - .

.

ekpect thelr dlstrlbution to begsimilar to that of Title I
~ ) .. k 3 ' ‘- . . - . .
f ‘ EFY . ) P N ! .
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Table 3. ‘Compariscon of SAFA Pl%lic; Housing and .Title

-

by Percent Title I Eligibles-\\\\

Allotments Per Pupil for Sixteen Cities Ranked

.
I

~ H . N LN
~ AN ¢
bi a . ‘ N \ \~ - .
) ) P:ercent SAFA Public . ™
Cities Title I Housing Dollars Title I Dollars
: ' Eligibles Per Child«5-17 Per Child 5-17
(1) > . (2) (3) Lo
Washington, D.C . 32.1 }, 6.94 _73.03
San Antonio 3l.9 3.21 . . 48.38 .
New® York City 30.4 10.10 73.51
Detroit 29.5 0.99 63.08
Boston 29.4 2.40 55.15 )
" Baltimore . 28.7 -0.75 62.82
Chicago \Y\\ 28.1 { 57.60
‘ Philadelphia 26.8 57.38
Cleveland 24.2 42.11
Sah; Francisco 19.7 36.32
Léngngeles" - 18.9 D P T 35.94 ~
- - i . - . - N &
, Dallas , 18.9 | 2.06 28.77 A
M . . . » ’2}
Houston .18.6 . 0.44 - 28.19
Milvaukep . 18.5 1.29 : 38.46
N . ' : v '
Indianapolis N 15.6 0.89 i 26.42
San Diego 14.5 . 0.22 . 26.27
SOURCE: 1976 SAFA and Title I Program Data-Piles.
- .
]
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funds.. However, Table 3 indicates that they are not similawly

<

. -distributed. For example, while Baltimore and Chicago have . .
about the same percentage of disadvantaged children and receive

comparable Title I paymehts, they receive public housing
1 .

v

paymentsxattvery different rates. In effect, it would appean
b

that public housing paymehts are targeted on needy children
" only to the extent that these children live in cities with
R T ! . ) '
active, aggressive housing authorities. -
) In our view, inclusiom‘of public housing children as -

-

3

eligible Impact Aid students is not consistent with the

program's goal of proViding compensation for Federally imposed
e

burdens.’ Further, these payments do not .provide :an equitable

Ay

distribution of funds to aid educationally needy children.

. - <°This ascessment does not deny that public hous1ng payments

. [y

provide some servites for these children, nor does it deny,

the importance of the Federal role in assuring educational

[y

opportunities for disadvantaged pupils. The point jis_ that ‘\

the Impact Aid program is s1mply not an appropriate or effective

.vehicle for implementing this Federal responsibility. * .

'
3 e« . i °

g Methods USed‘to Calculate
Lrocal- Contribution Rates

-

- ) <4
,/( . The- Impact Aid Program@seeks to compensatk schoo; dis-

tricts for the portion of per pupil costs that would have been

I3
3

paid From local revenues had these not been lost or reduced

- as a result of Federal actiVity. There is no straightforward

{\ ’
A1 -
. . .
- . . ° et 46 . '
- e - -
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way of determlnlng these, amounts from a Federally 1mpacted
district's actual educatlonal costs because these f1nanc1al

characteristics are clearly 1nfluenced by the presence of

-

Federally.connected children. Hence, the current law prov1des ..

that a district's.rate of compensatlon (1 e., r;s local con-
g \
trlbutlon rate, or LCR) be based on ‘the amounts private

»

property owners in generally comparable districts pay toward .

.the cost of* educating children. . S N -

- -

into several generally comparable.groups and base- each’ app11- ® N
cant S payment on its group's average per pupll expendlture .
from local revenues. Alternatlvely, rates may be based on an'
individual appllcant" selectlon c§ at legst five other

comparable dlStrlCtS. In this 1nstance, tHé‘SAFA dlstrlct's

e 9
LCR is based on these flve comparable districts' average per

- pupil expenditures “from local sources. The second pnocedure

generally glves the Impact Aid dlstrlct more latltude in -

N

determlnlng its payment rate béga}se the appilcant can elther .~

make its own selectlon of the f1ve dlstrlcts tO'Whlch it is .

. compared, or do SO, in’ consultation w1th the State Education
Agency.r |,  .° ' - - _ > \\ ‘

A

¢ .

Because the comparable /district method can result in
. . ' h . : .
very Tow LCR's in. States that.finance a hidh percentage of .




"education from\ﬁtate‘s?urces (and/or States that have very
low educational expenditures per pupil), the law also.

establishes a minimum payment rate which is the greater of
- 2y

either one-half the national or State averadé per pupil

operating expenditures from non~Federal sources. This minimum

rate is constraiped_in that it may not exceed the State average
: : ~ '
expenditure per pupil.

'

The extent to which the minimum and comparablgldistrict

~

methods were used in 1976 'is shown in Table 4 'below. As the

- table shows,  over half the'districts we examined relied on

' the minimum method which guarantees at least one-half the

national average expendlture per pupll The next most popular
s
method was one or the’ othef‘of the two comparable dlstract

procedures (about 25 percent of all districts selected a

qomparable district probedure) Only about ,18 percent .of all

"» districts relied on the minimum "of one-half the State average

- v
expenditures. ’ L ‘ . o
, € °

These figures reveal nothinq about the different cost
impacts 'of using the various methods. Indeed, in this.respect

the results are somewhat misleading. 1In particular, although

-

only about 25 perceﬁt of all districts choose one or the other

" comparable district procedures, over 37 percent of all program

. 3
dollars are allocated to districts using this method. About

.
‘

49 percent of all funds are targeted on districts using the >

national average method, ‘while only about 14 percent of a11

» -

<
funds go to dlStrlCtS that choose the State avera;e mlnlmum.

>
W . . . .

‘ - 48 :
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grant. Thus, where a State's average exbenqiture is greater

selected. 'Where the opbosite is true, the natidnai,minimum

. - - / . . <
York, New Jersey, Nay Hampshire, Connecticut, Oregon,\and

w N . - R L ~ - \‘ X ‘.
The method chosen\by a district depends in lar§e part on

how its State finances education. . For example; Table 4

< Lol

suggests that the comparable district method will be chosen
by districts in States which rely heav1ly on locally raised

revenues to support education. On the other’ hand, dlsgxlcts

-, ! R g

in States which share a large portion of tota{ educatlon costs

generally rely Heavily on one or the other mlnlmum calculatron

methods. Whether a district selects the State or natﬂpnal e

minimum clearly depends on which method will maximize it§-

»

than ‘the national average, the State average mirimum will be

»

a
-

will be chosen.

.

Finai}y, the last column in table 4 shows that,,as one - -

might have gucssed, variations in the methods used to calculate

%opal contribution rates result in substantial inters te_ g ) :/‘

differences in average LCR. In general, States with hig ‘

average LCR's tend to be those which rely heav11y on locally

raised revenues to shpport educatloh. These‘lnclgée New .
' . . .-

Massachusetts. States with low average LCR's are most often .
those with low overall levels of support for education and/or .
o g

those which rely heavily on State rather than loéal revenues.

. L
These include Alabama, Arkansas, Florida, Georgia, Kentucky, - -

- sy
° ’ + & . LT B
Louisiana, andeississzpi. Most are Southern or border states. ~

»
PR N . L
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At least 50 percen; ot' all non-Federal revenues are from state sources.
1976 Edition, Table 68, NCES, Washington, b.C.., \97”.

-

Digest of Education

This column also includes some districts whose rates were determined unde’a special exception

provision which permits the Commissioner to establish rates above those that wduld result from

that rates resulting from the other methods would not be sufficient for the district to provide

Statistics:
2/ Excludes districts for which no LCR was available.
s/
any of the three’ reqular calculation methods.
an adequate level of education.
J
SOURCE :

1976 SAPA Program Data File.,

These districts mustebe heavily impacted and show

Table 4. Number of Districts by State an9 Type of <
v . .Logal Contribution Rate: 19762 .
.
. , Number of Districts Using:

State . "'tbﬁal Districts Comparable 1/2 State 1/2 U.s. Average LOR

1n Sample District LCRh/ Average LCR Average LCR Per SAFA Pupal
ay - < 2) (3) (4) . _(5)

* Alabama . 85 - -- .« 85 ¢  569.73

* Alas ) 29 1 28 @n N - 17582.59 -
Arizona , 107 22 — A 85 580.10

* Arkansas N 97 - - 97 569.73
California 465 70 ¢ - 395 589.62 ’
tolorado . 86 “15 -- -7 635.09 .
Connecticut 34 15 *19 / - 860.06 .

* Delaware ' 5 - <5 e 656.24 :
Drstrict of coluuﬁxa' » 1 - 1 - 760.69 A

* Florida 26 - -- * 26 569.73 .

* Georgia 79 -— -- 79 $69.73

\ .

*  Hawall 1 * - v 1 - $- 639.54
Idaho 68 3 - - 65 571.15
1}l1ino1s 165 26 139 - 832.00

* Indiana 48 ¢ 1 - 47 ¢ 575.02

v Iowa 37 37 - e 574.94 ~
Kansas R Lo, 74, . 74 - - 598.21

* Kentucky . 65 -- - 65 569.73

+* louisiana . . ) - - 21 569.73 »
Maine 68 _ -- - 68 -~ 569.73» £ .
Maryland* . 18 9 ~gq . -- T 785.33
. . <
Massachusetts 125 ¢ 77 © 48 -- $  748.13 .
Michigan’, 63 7 5 + 58 -- 680.73

* Minnesota 44 - 44 -- 640.57

* Mississippr 3 ~36 PR -- 36 569.73

+ Massouri 142 67 * - 75 597.06
Montana .. ! 127 51 . Ce= o ¢ 76 851.76
Nebraska R 27 . 27 \ - Ve - 765.68
Nevada ". . 14 -- -- 14 569.73
New Hampshire - 2 38 - - . 4 915.5%

' . New Jersey %, . s ., 158~ R ~11 - -- 1,058.94
C ) v‘/ ) 4 - ] . €

* New Mexico 62 <. - o e 62 $ 569.73
New York o 169, R S S 129, - °1,305.58

* Nortb Caro. N 64 . 6y - o= 64 569,73
North pakota’ L, #1. - s 67 P - - o7 . 569.73 .
Ohio Nae s - & 45 - 70 676.68 ° ~ !

» ona?a . {: 341, : 10 L - R 3 X 570.97
Orego - .88 A" ) LAY PR 7. . 4° -- 853,37
annsylvapia X« Lo der ;g © 287 RN ! . - 710.45
Rhode Island oAy 7 T3 T e . e NELIE

* South Carolina : .62:3 s o . e . “g 23, 569.73

. > . - . N N 1Y N
South Dakota ' 51 Qe 51 P : ST S - $  '664,28°

* Tennessee 92 . r— @/5?' = - ‘92" - | 569.73

* Texas ’ 246 ‘p 4 @ T ey 242 - 574.71

* Utah 35 - LN 35 569.73
Vermont * o 17+ I O 11 - 621,08 .M
Virginia 65 710 o T e 8 55 " 711.64

* Washington 160 16"y 4 142, \-- ' §90.59

* West Virginia . 12 Q- ° - . 12 569.73
Wisconsin 47 a1 0 T g . e ’ 655.38 1
Wyoming 25 ' 14 ¢ ,o"u" £ s - 785.47

. AN
* "Al14SAFA Districts 4,164 1,052 i 73g ° 2,374 “$  694.57
. M b
‘Percent SAFA § 100 - 37.0 ety 48.6 --
. ©
Ay ' ~
. . h o ) o~ L
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. L_ Controversies Surrounding- .o
Turrent Methods
/.\ . / v -
As has been demonstrated, the current law offers districts
.- ‘ ] ) -~
' and’ State education agencies a variety of methods from which -

. ¢

to choose when calculating their local contribution rates. - -3

e N
. .

Proponents‘of the present iystem argue that it is appropriate .

to offer this vaTiety because more than one method of calculating .
costs is needed for the program,.to be responsive to the diverSity 3

o% State and local finance arrangements that exist throughout *

~

A}

the nation. .They also note that, given the lack of any
! / LIS
suitable direct measure of what district revenues and costs -t

would have been in the absence of Federal'actiVity, the present

set of alternative methods constitutes a reasonable compensa-<\L

.

t*on arrangement. ' ' ‘
Critics of the present compensation system look With

disfavor “on this "something for eVveryone" approach. They

- 4

. are especially critical of the comparable district method
which they contend is applied impreCisely, is disequaliZing,

®,
and @iject to abuse. The minimum paxmen’t eriSions have . ¢

-

also been criticized as disequalizing because they promote

windfall gains and overpayments to some districts. The

L3
following discussion eXamines several of theSe issues more
— * . .

closelyﬂ' .

The comparable district method. 1In appléYng this me@od

Y

. a sehool district is instructed to compare itself with other

. [ .

districts or district groupings and select one that is comparables




-

Cemparablllty is determlned on the basis of certain crlterla .

which ere spec1f1ed in regulatlonsu These criteria incltide .

several which are\relatively unaffecteé by Federal activity.

Examples are distrléf‘leéel classification, curricﬁluﬁ offered,., ..
and percentage of pupils tr;nspofted. For the most part, ’ .
however, the criteria specified are ones that can be hlghly .

influenced by the presence of Federal children. For example,

it .is' difficult to imaéine how expenditures“per pupil, pupil- ,

-

_teacher ratios or assessed property valuation per pupil =--"

difficulties.

alliof which are included iﬂféhe'list of criteria -- possibly . *

coulg be unbiased compereeive characteristics. -
Indeed, one-of the major dilemmas which must be con- -

frontsg in apply;ng any coqparable dlstrlct approach is that

if a dlStE&Ct is truly 1mpacted by Federalfact1v1t1es it is ;

not likely to have non;}mpacted comparables. Thus, elthbhgh ¢ :

t'r3e comparable district method is loften 'justified on the .

basis that it provides a solutiqn to tﬁe-problems associated .

with using an Impact Aid district's Federally influenced .

edgcation costs to determine-its rate of compensation; in
fact, the method is at best an imperfect solution to these
~ -

A second problem that besets the-comparable district

.method relates not‘so much to the appropriateness of the

-

EKC

ot rodded by £

criteriajas to the nearly 1mposs1ble task of establlshlng

consistent rules for how they are to be applled Even if such

'\

-
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rules couid be devised, the task of monitoring to determine
the accuracy. of each iistrict's data collection procedures’

- and selectlon methods would still cause overwhe ing practlcal

0

dlfflcultles. At is probably because of these problems that

only the broadest standards and most flexiﬁie review procedures
Lo V2

. have\beeﬁ’adopted by the, program However, these practices
yu

are the source of .major crltlclsm. Fon//hample, the GAO

°

recently noted that :
OE has not deflned tolerances that applicants
;}an use in selectlng comparables which are
dissimilar in, several criteria or whicgh do not
otherwise meet OE requirements for comparablllty.
_Although instructions state that cost per pupil is . .
the primary criterion for determining ‘comparability,
~ neither-the gegufations nor the instructions
specify w?aéiwelght’should be gjiven to the remaining

criteria
'§i> Consequently, there ischo consistent or systematic e
P il
procedure for selecting comparables or for use'by OE 1h approving -

P «
selectlons“/ Moreover, such wide latitud provides a powerful

1 .

1ncent1ve for dlstrlcts to max1mlze the Federal grant by

p1a01ng greatest ,emphasis’ on those .Charactekistics that\permlt

L

them to select comparable districts thdt ar Rhigh spenders/

.

J
The magnltude of the advantages galned by different

L]

types of d1strlcts that use the comparable district method is

. . {
suggested by Table 5. The tahle shows the extent to whieh

dlfferent types of dLstrlcts received larger LCR's in 1976

by uslng the” comparable district method~ rather than the

. PO >
.
"t /

.- - - . 4
s

. 17 Géneral: Accountlng Offlce, Assessment.of;the'Impact

Aid- Program, 1976, p. 32. . ,&‘
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Table 5. Relative Advantage of Using the Comparable District LCR Method: .
Ratio of, Comparable District LCR's to Larger to Minimum Lcy

AN}
AJ

Calculationg by Selected District Characteristics -- 19762 N
: . - . . . .
Selected District Ratio of Compar:ble District Percent SAFA Receivedd/by Districts.
Characteristics ICR to Larger of Minimum LCR®s™ N U-ing Method=
All SAFA DistrictS........eeueuoees . 1.42 . Py 37.09 .
. N ‘
Percent SAFA Pupils . 4 -~
. .- ¢ - ”,
75 1.4 63.13 -
50 , 1.30 23.41 .
o 25 ’ 1.35 > V. , 19.16 .
, 15 1.44 34.92
10 N 1.41 - 62.02
‘ 5 1.36 . 26.40 ‘
- Less than 5 .,..... treopMoraccaroens 1.35 . 36.65
M Metropolitan Classificatio b/
Center CitY’...uiiveririverenennnns 1.37 - 36,25 o —y
SUBUEDBAN. c 4t e tvreetieieonrononnnas 1.45 e ‘' 40.54 . 7
NON=Katropolatan.cceiiioeserueanad ¢ 1.47 34.83 .
Unclassified.............. sevaesann .62 29.70 .
Property Per Pugils/ " " (
Lowest 25%....ctcuiuiinnonncnncrnsan 1.29 . 22.14 .
-2nd Quartile.... 1.40 . 18.15
3rd Quagtile.... 1.8 - 56.66% -
Higlfest Quartile . 1.40 - - $8.36

a/ This is the weighted ayerage ratio of comparable distrigf LCR's to the larger of El:lo two minimum LCR's. ‘
Hathemat‘any, the ratio may be stated as: '
«

) R = z ~ [}
. .o 2’ ’ - :
where R = the ratio calculated . L@ - R
A = SAFA ADA s & .
- C = Comparable Discract u:n . .o
M = Larger of 1/2 State or national average expenditures per pupil ’ ~IL
. d = District 4 -
c = Category o (e.g., center-city diserict, 1ovear. wealth quattile. etc.)
8 = State s 3
£ » "a member of” - e.g., de¢ = district "d" a meubor of category "c”. -
L] .
b/ Approxii districts could not be assigned a metropolitan status classification. Most of these

unclassified districts are small and therefore likely to be non-metropolitan in character.
¢/ Districts assigned to quartiles based on within-State ranking of all districts. Property value is
‘ for 1974~1975, Districts without LCR's omitted from analysis.
* 4/ This column also includes some districts whose rat:;ozere determined under the special exception provision
> . +which permits the Commissioner to-establish raus e r.hose that would result f.rou any.of. the regullr
calculation methods. . .

_ . P
SOURCE: 1976 SAPA Program Data File Matched with 1970 'Cen'sus and 1974-1975Jqun11ud Property valug’ Data
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R hightr of the two minimums. For example, the table ihdicates

-
v

thatL’on average, the LCR in districts using the comparable :

‘.

.  _district méthod'was 42 percent higher than it would have been

L5
’

had the most favorable minimum.nate been used.. The table

-, also shows the percent of SAFA payments received as a result

,of these, d1str1cts' use of the comparable'dlstrlct method.

-

As can be seenjiﬁhe major beneficiaries of this calcula-

Y]

’

3
~

tidn method were distri#ts in the highest impact category

The LCR. for these districts was,“on the average, about 81

o

”"“iw
percent hlgher than it would have been using the most favorable

minimum calculatlon method. 1In addition, about 63 percent 5"
> -
,of these diztricts' funds were rece1ved because they used this -~

°

method to calculate their rateS‘ LT

b7 -
- Heav1ly 1mpacted districts are not the only above average

- benef1c1ar1es of the comparable district method’ Other types

‘e

.- of dlStrlCtS, notably those in non-metropolltan and suburban

{

) !
. aréas and. those with’ above average property wealth’ also

beneflted ., , ' L

' That districts in thé third and, fourth .(wealthiest) e
s —/‘3 » > ~ :
quartlles of property wealth rece1ved,.respect1vely, about 57

”»
,and 58 percent of thelr funds using th1s approach and also y

obtalned high relat1ve compensatlon rates (about 40 percent.

more than they. would have rece1ved/us1ng the minimum method), Toe

is evidence of .the’ d1sequallz}1ng properties: of:e comparable

district method. Though many will argue that 1t,1s entirely




«

appropriate for high wealth"districts to choose comparables Lt

that also are wealthy, others will find it difficult to

- justlfy a compensation method that results in large "bonuses"

.

to districts wh1ch ma1nta1n the1r h1gh relat1ve property

a

' wealth status,‘even though the Federal government operates

within their boundaries. Many others will also question

-

whether 1t is appropr1ate for the Federal- government to

- d1str1bute its funds in a manner that undermines State school ///

~

finance reform efforts by making these wealthy districts even

wealthier. P

? s e .
When all is said and done, comparable district calcula-

tions are a major weak polnt of the present program. Théi!;

‘

g_use probably should either be restricted or eliminated entirely.

Later we will explore several ways of accompllshlng th1s., For
now we turn to a brief dlSCUSSlOu of the two minimum calcula—

tion, methods. / ) .
R ,

- N - .

YL Mlnlmum payment provyélons. Districts in States where

<

large percentages of tdtal, educatlonal costs are defrayed by

e -

-

[ -
State aid contrlbutlons, or where the overall level of .edu-
g0 oy
cation support from all sources is relatlvely low, w1ll ’

,/f generally do ‘poorly using the comparable d1str1ct methed.

R .
This has been deemed polltlcally unacceptable, and consequently

the two m1n1mum payment methods are made- available to ‘those.

»

.districts that w1sh to use’ them.‘ In ggneral,’ the State o

ot

average minimum has been a popular alternat1Ve in high expendlture

- [ 2

wll Toxt Provided by ERIC
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.

States,

y -

whlle the national average minimum has been used in’
States which are, less wealthy than others or which provide

. lower overall levels of support'for _education.

Critics of the minimum methods have argued that their

-

results in

use, especially by low tax effort d1str1cts,

unjustlflable w1ndfall gains. These overpayments result “when

the minimum Federal grants rece€ived by a district yield Federal

per pupll amounts that are-: larger thap the per pupil amounts

‘quaranteed non-Federal pupils at prevalllnthax rates and”

State aid levels. Many, obserVers Suggest that such distri-

butlons br1ng dlscredlt to the Impact A1d program and by

1mpllcatlon‘ all ‘Federal education programs. " They aIso note

that the m1n1mum payments d1scourage local tax’effort and

expend Federal funds where they are least needed.’

The Stanford study recognized these minimums as the

The Battelle analysis
proposed e11m1nat1ng g&i

single source of SAFA overpayments.

State aVerage minimum (because it is .

dlsequallzlng across States) and cautlously recommended that

the mational average mlngmum be reta1ned., However, to flrther

w1th1n-State equallzatlon efforts, Battelle also recommended

* that that portlon of the Federal payment wh1ch exceeded a

<

district's normal entitlement be pald to the State rather th

an
‘
the district.

-

Although there is merit to these cr1t1c1sms and recommen-

datlons&“&t is probably unreall%tlc to believe that Congress

.'would sanctlon an Impgct A1d

program that did not have some
L)

s

ERIC . | ST T e
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minimum or alternative payment scheme. Moreover, as we shall

-

« "discuss later, Section 5(d) (2) which was enacted as part gf

. L

the 1974 Education Amendments, proviQes a mechanisp yhereby

L}

States with acceptable'equalization programs _can take Impatt --

3

Aid 1nto account when makLng State aid payments. This provision

<

,affords some States the opportunity to counteract the dis--

=

method most frequently,-are located in States with heavy con-

©

equalizing within—State side effects of the program. Finally,

although retention oiéthe State average minimum still poscs
a progblem for those cdncerned with interstate equity, it can

legitimately be noted that those districts that use thas

‘centrations of spec1a1 need: and other high cost chlldren to

educate. Recent ev1dence also suggests that, in real terms,

.\these States are less wealthy and more in need of higher

L3

-

compensation rates than was true' in the past.

C 1y o .
"Entitlements-Weights= Lo - _ .

. »

The final portion of this gection focuses on the program S

current entltlement welghtlng scheme. 'Essentlally, the current

[] .
R

1/ This section only addresses Impact aid entltlements and does
nct include an’ anal}sls of the tier system. This is becausé
the tierx ystem is not intended to reflect relative burdens,
but simply to set priorities for payment when the program is

not fully funded. It should be noted, however, that the
Priorities in Tier 2 generally COrrespond to the welghts

.+ assigned in the entitlement scheme In other words, thosam“
categories o¥ children assigned the highest entitlements are’

paid the hlghest.percentage of their entitlement in Tier 2,
_ and children assigned the lowest entitlements are paid the
N lowest percentage of their entitlement 1n Tier 2.



’I

weighting system is designed to adjust the local contribution
rate for each of the differeat types of Federal children that
: compr%se a dlstrlct S enrollment. Theoretically, these adjust-~

ment§ are’ "intended to reflect the fact that some children R

constitute greater or lesser local revenue losses for a dis-
trict than others. Orlglnally, the Impact Aid Rrogram prov1ded
.entltlements at only two different rates: Erititlements for

"A" children were 100 percent of the local contribution‘rate

and those for "B" students were 50 percent. TH® present progranm,

\

however, ass:.gns seven dlfferent entltlement percentagei for

.

15 categorles of chlldren. ,This welghtlng scheme was implemented

-
by the 1974 Amendments 1n order to "fine-tune" the program.so

that it would more accurately coﬁpehsate Qpr the different
. types of burden associated with each type -0of Federally oonnected

" child. ‘ S ,
» - . ) - . /
# The following discussion focuses on the question of

whether the ‘relative welghts for the categorles of children

\
v ooe [4

are reasonablé reflections of the,Federal burgen each repre-

sents.. We do not here determlne whether a partlcular we1ght

quantlfles a prec1se burden. ‘Doing that would require much
* r
more deta!ied and rellable fiscal data than are available

) "
‘&4’,

now for Impact Aig school dlstrlcts. We do try to exaniine

the assumptlons underlylng the dlfferent entltlement percen- p
) .
. ‘tages in order to determlne whether the we1ghts assigned are

LY

reasonable and the variations are based ‘on valid distinctions.

- £ 59
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The major difference in entltlements is between* those - !
for "a" chlldren and "B" chﬁldren. "The "A" and "B" dlstinction
haé'beeﬁﬁa feature of'the program since*it began. Entltlement
wei&hts for "A" ‘children are the hlghest (90 to 150 percent

- of LCR) to compensate for the loss of both residential agg
non-residential property tax revenues. - in general, "B"
entitlements are slightly less than one-half the "A" entitle-

- ments (40 to 75 percent of LCR) to compensate f£or the loss of
edther residential or non—resﬂFential property, but not both.,

This basic‘aifference between "A" and "B" entltlements
reasonably corresponds to the relatlve tax losses associated
with' the two types of children. That is, the practice of e
assigning "B" ,children welghts of about one-half those'assigned,
their "A" category counterparts seems reasonabl\\because "B"
chlldren constitute a loss of only half of total local educa—
tioy_revenues (i.e., the’ non-res;dentlal portlon), while "a"
‘children are assoc1ated with a 100 percent loés of both piace-
of-work and place-of-re51dence related reyenues.l/

“ Other Justlflable welghtlng dlfferences are those.

a551gned for chlldren'of parents in the uniformed services

-

< - -

l/ See. Advisory Comm1ss1on on Intergovernmental Refatlonsn ’
F1nanc1ng Schools and Property Tax Relief, January 1973,
P. 25. The report indicates that total local tax revenues
are about equally divided between those from res1dent1al
and those from non-resadentlal sources.

-
*
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and for military and Indian handicapped children. The higher

entitlement percentages f6r miﬁitary children (%00 percent

fr "A's" and 50 percent for "B's") reflect the additional

B L]
revenue losseS which are associated with military as compared

with civilian personnel. Thése-iosses result from the use of,
. base commissariés rather than local stores, .and the exemption
° of military personnel from State or local income and personal
ﬁfdpergy taxes ip Qistricts where they are stationed.
For entitlement purposes, military and Indian handicapped

1]

"children are counted as- one and one-half of their non-handicapped

&

counterparts, resdlting in entitlement weights of 150 percent
*

for "A" children and. 75 percent for "B" students. These

’

spéclal adjustments are justified in parF by the higher costs

of providing 'special education programs far'handicapped childrenn

<

. They are also intended to provide a partial offset for districts

Wwhose special edugation costs have been increased by Federal *

policies that cause higher\than average numbers of handi-

. capﬁed children to locate Hf districts whexe special education

F 4
: N .. . . ° “. N ) 13 \
. services are aJa;lable. Thé&e policies have generally resulted in«

abnormally ﬁigh coacentratiqns'of costly handicaeped military -

children"ln districts with special education programs of

above average quality. B ‘ .
* i 3

The;relative magnitude of some of these adjustments 'is

] - . 5 .

open to question. For example, from the perspective of ' most

’

special education interest groups, the weights ezs,prbbably
- % .

L]
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LY

only about three—fourths of wha} they ought to be in order to -

reflect accurately the often cited 200 percent cost d1fferent1a£"

e 1

between handlcapped and non- hand1capped children.

§

On the othdr hand where the Impac\\gdd program is

concerned .the use of this 200 percent figure 'may be somewhat

o

'sleadlng It is based\on average total excess costs for

the nation as a whold, not average excess costs for local N

school districts. Thus, where\excess costs are defrayed largely
.

by State governments a 200 percent entitlement- weight may be

exce551ve. Moreover, the current program permits dlstrlcts to

take these extra costs d1rect1y into account when selectlng
Vs

.comparable districts and calculating local contribution rates

Thus, to.the extent that districts with heavy.concentrations - 5§

of military of Indian handlcaﬁped ch11dren are able to choose h
comparables Wth equally large concentratlons of hand1capped

-/

children, their LCRs should at least partially reflect the ?

-

increased local share of costs assoc1ated with educagi?gdsuch
students. ,Increaslng these rates by 150 percent may, in fact,

~—y
represent‘overcompensation for some of these-districts.1/ *

.It is not possible -to conclude with any great certa1nty

v
-

that the present ent1t1ement welghts for mllltary and Ind1an

ot .
> e

' ;M 1/ This argument is not perfect. That is, some predomlnantly
- military districts with 1nord1nately large numbers of '
handicapped children may find it #mpossible to identify =
.- comparables with similar large concentrations of handicapped’
, o children. 1In such ihstances, LCR's based'on, average costs
may. understate these districts' revenue requlrements.

-
- N
’ a -,
4
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. handicapped children are precisely accurate.

Orn the other hang,

. the fact that spe01a1 costs may be 1nc1uded in the LCR calcu-

-

latlon, and the prov1s1on for higher entltlements pr1mar11y 1n

. districts where Federal pollcles may result in higher than

average numbers of handicapped children and where d1str1cts

_are actively prov1d1ng special’ serv1ces, all seem to be defen-

-.slble Practices. Although the hlgher weights for Hﬁndlcapped {

military and Indian ch11drenJmay not be preclsely accurate,

they do seem to be based on approprlate and valiqd d1st1nctlons.

y

Some features of the entltlement weighting scheme are not as

justiflable as those discussed to this point. 1In particular,

it is not’ entirely clear why civilian tar chlldren in llghtly é?

b » - '-
impacted distrlcts (1.e., those w1th less- than 25 percent of

h ¢ -

their enrollmentg comprised of "A" children) are paid at lower

rates than their peers in- high impact districts (90 perc

compared to 100 percent)

t .

» » » » .
No similar distinction is made .

within the "g" category. Although a stron case can be ‘made . ’
g g cas )

that low impact districts are less burdened by Federal activities

|- d 2 * ) » » ! " -'”: ) ) 4
and should be given . lower prlorlty in the Program, it can be

argued thatethe weighting scheme is not the appr0pr1ate place

to address this‘issue. Since entitlement weights are based on -~

%haracterlstlcs assoclated w1th partlcplar types Qf children,

.,

. it is somewhat 1ncons1stent to. use’ the characterlstt%s of’ a )

dlstrlct, as opposed to -a studeht, as the basis for prov1d1ng

4

dlfferent entltlements.

District character1st1cs would seem '




>
[\8]
.
.,

’ N \ . -

to be more relevant to the calculation of local contr bution
rates or to detefmination®-of district eligibility receive

: o " .
5y,

sed in -

P

Impact Aid payments, apd therefdre haéé-be

&

Y, . sy e L ! -

the sections which cover these featuree of e progranm. N
o .

’ ©

From the fqregoing analysis we buld conclude that, for

-

. .the most -part, the entitlement

ighting.scheme is reasonably

well designed ‘to compensat or the.revenue and .educational

burdens associated with/the various types of Federally connected

children, Whlle it is not 55551ble, using avallable data, to

~ i

+

meaeure prec1s’iy the burdens and .assign accurate welghts,
the assumptions underlying the welghts are valid and’ reflect

. a greater Sen51t1v1ty to the relative burdens fmposed by
different types of children than d1d pre-reform‘entltlements.

L}

It could also be contended that the current law provides the !

.S

maximum degree of Pflne—tunlng" that‘ls‘warranted at this time.

o i

This -assessment has focused 'on the burdens arising from

the characterlstlcs of ellglble chlldren.(-The follcwing‘ N\.

’

) section examlnes the characteristics of Impact Aid districts e

and assesses whether Impact Aid funds are dlstrlbuted equltably

.in terms of dlstrlct needs and Federal impact.

o = ¢

t . ) ¢

v Are Impact Aid Funds Equitably- Dlstrlbuted
S in Terms.of District Needs
\ ' ] and Federal Impdct? _ _ .
o A longstandlng crltlclsm of the Impact Aaid program is -

that is distributes, large amounts of money to affluent distrigts--

-
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districts that could easily support a high Tevel of educational

expenditure without Federal assistance.” A related criticism
concerns the appropriateness and wisdom of distributing scarce ’
- ! : E
Re eral dollars to lightly impacted districts. The following

discussion will explore both of these issues.

M.
Impact Aid and District Wealthl/

L]

¢ . Many have arqgued that the Impadt Aid program is inequitable
because it distributes funds to affluent districts that could
easily support a high level of educational expenditures without

Federal assistance. Indeed, critics have contended that some
districts are wealthy, in _part, because they are benefited,

.
a

not burdened -by- Federal actiVities. Others merely observe
that eliminating or reduCing these payments would hardly be
felt by* wealthy districts because Impact Aid amounts per pupil
are small and could eas11y(be absorbed locally through modest
tax increpses. These persons note that eliminating or reduCing

-

such aid would free-up a substantiai‘portion of the total SAFaA

0

appropriation for use by less wealthy districts. Alternatively,

" . -
. L ,
«
] .

-

1/ Throughout this analySis "affluent" and "wealthy" are used
- Synonymously with property, wealth per pupil above the State
average. Altholgh parallel analyses were conducted using
various measures income wealth, the property wealth

. measure was deemed niore appropriate in the context of the
- Impact aid program.

<.
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these monies could be ‘spent for oeher more important educa-

-

tional purposes.
s . ’/ 1 . -

Evidence bearing on the validity of,these'criticisms is
& . T Rt N

provided below in.Table 6. The—table shows that in 1976
there was some substance to these allegations fqr, although

- the distribution of total SAFA payments per pupil was Somewhat /

progressive across districts classified by property wealth,
a significant share of aggregate program dollars went to a

large nutber of districts which, in their own States, would

have been considered relatively well-off¢ Thus, even though '«\\
the poorest districts received about twice what the least poor .7
districts received in total SAFA dollars per pupil, about 20

t,_ap‘er*éent of all SAFA dollars went to high property wealth - '

-~

. districts.%/

Closer inspection of Table 6 shows that there are major

.

differences between the way "A" and "B" category payments Y

affect tQtal funding in wealthy and ‘poor districts. Spec1fically”

b 4

valthough both types of payment,s tend to be 1nversely§distributed

%
across districts ranked by Jproperty wealth, most wealthy /

t

districts receive the bulk of their funds/for g category

children while poor districts receive their funds because. they

have large concentrations of high hgrden "A" category children. -

4
-

l/ A snﬁ“lar but more pronounced pattern emerges+for districts
ranked by median family income. Fully 42 percent of all
SAFA monies accounted fordpy our.sample were targeted on
districts in the highest quartile of median family income.

66 h
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. Table 6. Payments to SAFA Dist;r}cts Classifiedéby Property .Wealth -- /
-— . 1976 (Through Tier 2)a o ’
a . Lok
. . \ . . . . .——; X -’
: . - /JZ/\ . . s <
Property Per Pupif Total SAFA/ SAFA "A"/-- gaFp “pv/ % SAFA SAFA $ # of .
" (abay o/d/e/ > pupilb/c/ Pupile/ Pupi 1</ Dollars®’ ' MilliopsS Districts
R . (AL (2) (3) : S (4) (5) S (6)
“ A ] “
¥ Natignal Avef R ' ) . . - N
© (Total)....\...... *$ 8.06 $ 12.83 . -100.00 $ 519.2 3,374
Py U.S. Average=1.00)........ .. ~
Poorest............. " 1% 2.4 1. 36.9 " §101.4 999
Quartile 2.......... 0.9 . 0.8 ' , 1.0 128.7 + 880 .
«\ Quartile K « 0.9 0.6 0.9 N~ 99.4 770 :
V\ Least Poor.,........ 0.7 0.4° +0.8 99.8 - 7254
Not included in FY 1976_saFa payments are amounts distributed under éection 2: \money paid to other
- Féderaleggencies under Section_6; amoun paid out for major and pinpoint disaster assistance under
Section 7; and any payments made at Tigf‘B levels. Total SaFa includes hold harmless amounts. These,
“amounts are excluded from SAFA "A" aqd "B" totals. ! . ! _
b/ SAFA per Pupil amounts on this angd subsequent tables are calculated based on total ADA rather than
on{y Federal ADA. Total ADA was used because most Impact Aid ,is general assistance_and is-used for
. all students. K
l;. ¢/ Details for propertz\wealth&Will hot add to U.S. tetals because these disgrlbutlons are based on

.different subsets o

with non-SAFA .disty
SAFA data are for 1

24

Qo ’

icts in this process. .
976.

°

Property data are for 1974—;975:

P a

)
.

~ 8 -

Note, that percentage
districts.,,

SAFA districts are ranked

=

. >
e

. s o . ’ L,
= RCE: 1976 sara Program Data File Matched with 1974-1975 Equalizéd Prop€nty Value Data.

2

\ B g

’

o

g




-

- . . 2 .

»

These'data substantiate claims'thaf:j&rge amounts of

Impact Aid-are targeted on the wealthy t do not'lndlcate

= - -

-whether wealthy dlStrlCtS could absorb the loss of these pay-
/ ~
ments through relatively.modest increases in tax and other
(.
revenues. Information bearing on this claim‘is prbvided in

s

Table 7 which shows how much local (and also - ‘State plus local)
revenues ~would nave to be raised by‘dlstrlcts in different
wealth .quartiles 4in order for them_to fully:offset a total
ToSs in their Imbact aid payments. The table. shows that, in
the, aggregate, distridts in the highest quartile of property .

wealth could offset such losses by ipcreasing ldcal revenues

\

by about 1. 7 percent. State plus local-revenues would have'tn_'

be’ raised by only 1 percent. ¥ C

£
9

. Table 7. SAFA Payments to Districts Class1f1ed
by Property Wealth: SAEA-as a Percent -
of Local dand State Plus Local Revenues -- -
1976 (SAFA Through Tier 2) .

-
o, : numb ; ‘ ‘ SAFA‘$ As a
. Number of . SAFA As a Percent of
g;?pgstglw?gég?, . Districts .Percent of Local State + Local
: P in Sample Revenues Revenues '
- » (1) ) (2) . (3)
. . T ~
Totafﬁf.}. . 3.:-//2,039 f 2.9 jA;l.6 .
Poorest....... 588 6.1 b 2.8
Quartile 2......., . 537 3.0 1.6 ’
Quartile 3....... . 472 2.4 1.5
Least Poor....... 442 i 1.7 1.0

SOURCE: 1976 SAFA Program Data File Matched With 1974- ~1975
o ELSEGIS and 1974‘19@3 Equalized Property Data. T

ERIC - N
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Although these aggregate data do not indicate the effects ’
of aid reductions for individual districts, they do provide
at 1east partial evidence to support the complaints of Impact
Aid critics. .Substantial amounts of money are being channeled
to wealthy districts-in relatively small per pupil’ amounts --.
amounts which apparently could be reduced or eliminated without
causing much deficulty for the districts involved. It is-

also clear that many of these funds‘result ffom entitlements ’

for the least burdensome "B" chilaren, while the most needy

L]

districts receiﬁe\their Impact Aid assistance because they

‘are truly burdened by large proportions of "a" children,

It would be tempting to use these data to support the

argument that wealthy districts are being uqfairly overcompen-

~

sated by the ‘Program. Given the limited resources that are -
available, .one could conclnge that it makes 1itt1e sense to
gontinue payments that make wealthy dist\lcts wealthier. On

the other hand, many wealthy districts could argue quite . .
forcefully that it is inapproprnate to consider their. rela- .

s - .

tively favorable-economic positions in compensating for Federal

~

impact. They might contend for example, that they would be

even wealth without the presence of the Federal government
]
and that it is unfair for the Federal sector to create even ’

»

the smallest burden without proViding offsetting compensation.

Own View lies somewhere in-between .~=.wealthy districts may

L g

be correct: when they argue that’ it 1s unfair to discriminate

TR ~ 3




- M
against them because they are wealthy, but aré on less firm

ugréund when they,argue that the Federal government has a

-

responsibility to compensaté/;or.even the smallest burden. -

.
3

Impact Aid and Federal Burden’ ' _— .
A related criticism°of‘the progran concerns\the fact
« that a significant fraction of all Impact Ald d1str1cts are
113pt1y impacted, conta:nlng fe;er than 10 percent Federally
connected children. For example, Table 8 shows/that in 1976,
60 percent of all’ Impact Ald»dlstrlcts were llghtly impacted
by. thls deflnrtlon The table also shows that even though
these lightly impacted districts received uery-small per
pupil grants (grants that averaged about $13 or less per
pupil) in the aggregate they accounted for a substantial
20 percent of all Impact Aid dollars (about $122 million).
As can be seen, most of these funds were rece1ved for "B"
category chlldren In contrast’, most of the funds received
by heavily 1mpacted d1str1cts resulted because of their d1s—
proportlonatély large share of high burden A" chllcren. .
‘As we haYe notedtq;any'would.argue that these payments”
to lightly impacted districts,are entirely apprppriate” They
would note that degree of impact has nothing o dd with‘tne
Federal government's moral responsibilit? to compensate for
-the burden it ‘causes. wThey would suggest that any:attempt~’
to refdrm g%e presen7/program'%y‘reducing Or ejiminating

these payments would be impropex because it would coustituté
. - ¢ !

T | -
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Table 8.

‘Payments to SaFA Districts by Percent

SAFA Children -~ 1976 (Through Tier Z)Q/

-

M »
o

ry

Total SAFA/ :SAFA "au/ SAFA "B"/ % SAFA

SAFA $ # of

District Characteristic{ Pupil Pupil Pupil Dollars, (Millions) Districts
‘ . (1) - (2) e (3) ’ (4) ° (5); (6)
Jlational Average «(Total) ¢ ,¢ 34 $ 10.35 $12.92  100.0.° $ 610.7 * 4,221
’ -«+...U.S. Average=(1.00)... v
o \ ‘ ¢
'Percent SAFA Children . . °
75 - 100 277 e7.3 - 2.0 12.6 § 76.8 99
50 - 74 .9.5 17.8 . 3.9 9.0 55,0 iog @
25 - 49 ° . 3.5 = 4.0 ° 3.2 24.3 148.6 407
- -t * ° H :;' . . 3
1524 . 1.7 - 1.1 . 2.0 1823 . 111.7 a80 '
. . N 4 '3
10 - 14 - t o, 0,9 & © 0.4 . 1.3 15.9 ,96.9 567
N . . % . [ i PEN '
. 5- 9 " 8.5 0.2 1 0.7 11.8 "< 69.0 1,247
Less than 5 c0.2° " 0.05 0.3 8,6 52.6 _ 1,313 . '

g/' Not included‘in FY 197¢ SAFA payments are amounts distributéd'uﬁder Section 2; money/,

paid to othdr ‘Federal agencies undet Section 6; amounts ‘paid out, for major and pinpoint

disaster assistance under Section 7; and any payments made at Tier 3 levels.

&

Total

SAFA includes hqld\harmless amounts. ’‘These -amounts arc excluded from SAFA "“aA" and "B"
. - 1

" totals. N

-,

AruiToxt Provided by EAl ’

O E;H W76 SAFA’Program Data FiLg‘ C A Lt ‘
GLRICFR 270 Sin Brogzam bata rite .

< ‘ s | .

A Y a * “., \)~.\ f‘/““\ .
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ost of educating all Federal children.
*Others may

ell find this line of argument difficult to

¢
thQt priorities must be set on Federal resource
1] @ )

o~

accept. Give

°

expenditures, they ¥

. ) .
i1l question wHether it is sensible or

wise for an Impact Aid

gram to compensate districts that

are not very heavily impa¢gted. They will note that distributing

money in such ‘small per/pupil amog

L4

nts to districts that are

t away from districts that

have’ a more legitimate claim on' the program

50 lightly impacted diverts suppo

-

F4

. We think these latter arguments have particular merit.

Lightly 1mpacted districts-shoula represent -a relatively low\\

S Federal priority The case for this pos1tion is compelling,

espec1ally when. one considers the. consistent pattern of

differences between high and low impact districts ' ' f

P ’

For example, Table 9 compares Impact Aid payments to :

iocal (and State plus local) revenues ih districts classified

'k‘ by percent,ﬁederal enrollment The table shows that Impact .

Aid payments to distrlcts with low

o

percentages of Federal v
-4

, children are small when compared w1th other r%venues

e .. ) k]
Thus,

Qh districts where Federal children constitute less than five

-~

°

percent of* total enrollment, complete elimination of Impact
“ «

«
.

Aid would require offsetting increases in local revenues of

A

By comparison, eliminating

“’I act Aid payments~1n the most heav 1mpacted‘category of
mpa [y . | ‘catego:

: ) . /” ¢ 74 . . ! '
]: C L2 . i .
J . . .

o .about bne—half of one percent.

<




-~ districts would require offsetting local revenue increases of

L ]

over 150 percent. Clearly, these data 1nd1cate that lightly
impacted d1str1cts are much less dependent on Impact Aid funds

than heav11y impacted ones, and could adjust to the ellmlnatlon

+

or réduction of these Ppayments without suffering any undue

»
<

hardships.

-~
L]

Table 9. SAFA Payments to Districts Class1f1ed
by Percent Federal Children: SAFA as-
a Percent of Local and Stdte Plus Local

Revenues -- 1976 (through Tier 2)
3 :_ - i ‘ SAFA § as a
o — - Number of - SAFA $§ as. a . Percent Of '
Petggnt SAFA Districts ‘- Percent of Local State_+ Loedl
-+ Children (ADA)  in sample ) é%%yenues Revenues
, : , (1) (2) - (3) % N
\n : . , —
** . Total 2,174 3.1 - : 1.7 \
75 - 100° T 25 " 153.8, ’ 56.3 .
50 - 74 5 T3t Y 617 - 23.3
25 - 79 ‘ ' : - . :
. . 186 19.8 - 9, <
15 - 24 . 203, . 5.9 3.1 ,
. - 4 N \ ~
=~ 10 - 14 263 0 - 1.6 -
' SR - .
. 5- 9 ' 639." 7 1.5 ; 0.9
® Less Than 5 . 826 0.7 0.4

SOURCE: 1976 SAFA Program Data File Matched w1th 1974 1975
o ELSEGIS "Data.
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Einally; Table 10 provides additional }nformation abgﬁt
the needs of dlfferent types of Impact Aid dlStrlCtS. The

table shows property wealth- for dlstrlcts in each 1mpact

[

"~ categorp relative 'to these districts' State averages. For

example, the table indicates that districts in the highest
»* * s

impdet category have only about 55 percent of‘the'aqerage y

property wealth for all.districte,in their-respebtive States.'
A_quiek perusal of the information presented indicates that
Impact aid dlstrlcts have about average wealth overall, but
that heav1ly 1mpacted dlstrlcts show real evidence of burden

from loss of propertx due to Federal activity. On the other

L hand, 1lightly Empacted districts afe generally at or.above

average in terms of property wealth " .Once more, lightly

impacted dlstrlcts do not seem to have been wvery heav1ly
‘\burdened as a reshlt of Federgl activity. éiven these’data,
.one éight reasonably conclude that, if Federal funding

prioritie; must be’ set, heavily impacted district whose

bardens are,relativel; unamblguous, are much more sServing

-’

of compengation than_ llightly 1mpacted ones whose burdeéns are

L

. i . . - .
less apparent. T
~ . Dpes the Program Interfere :
- With State Equalization , .

Programs? . ' ' .
v ’ 8
A major criticism of the_ Impact Aid férmula has been

o, R

\that 1t allocates a551stance to districts in ways thaf‘dls-

I{U:=gard and undermlne State Q?Efllzatlon programs. Oflglnally,
=

Full Tt Provided by ERIC. . )

o ~
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Table 10. Property Per Pupil for SAFA Dlstrlcts by Percent
. SAFA Children Show Relatlve to/State Average
for All Districtsd -

b . * 2

e

- - - 4
R Number of SAFA .. Equalized Property Value
. istricts in Per Pupil (ADA) Relative
% SAFA Children (ADA) Sampleg o © to~State AveragesS/ -
. (1) L - AP - £
3 \ ' . :
All SAFA Districts . 3,374 . o 0.99 )
75 - 100 38 _ 0.54
50 - 74 - 60 . 0.56 °
- .
- \ . LS ~
.25 - 49 257 . 0.72
15 - 24 342 0.95
, ~
10 - 14 ' ‘ 433 ~ l.l10
5- 9. . 1,034, 0.99
Less than 5 > C 1,201 1.00
. ’ . - -

" a/ Districts are assigned'to impact categories based on FY 1976 Percent SAFA
o Average Daily Attendance. Property value data are for 1974-1975. "
b/ Sample is comprrsed of all FY 1976 SAFA distritts in the SAFA 1976 program
) data file which could be matched with the 1974-1975 property value.
c/ For districts in ach degree “of impact category a weighted average was
. " calculated for tWe ratio of property per pupll in each district to the average
property per pupil in the district's part1cular State. The valpes in Column
s (2) lndlcate how much more or less, on average, district property per pupil
was than State average property per pupil for the aggregate of districts in
a particular degree of impact category. Mathmetlcally, this average ratio .
may be wri%ten as: .

NN T ; < deces)] ) ' , -
t o, Igec | Mdeces Eg .
[ . . I - B - < . . /\
AC ] , .
. where I = the index shown in Column (2)
- — ‘' 'A = ADA . .
E = Property per pupil . i
\ d ='pistrict 4 ' - '
. . C = Category of impact c ° 0
f S = State s ' .
€ ,= "a memper of” -- e.g., decC = district "d" a member of’ %

.. category "c : . - -

¢

&) URCE > 1976 SAFA Program Data Flle Matched with 1974- 1695 Equallzed Property
Value Data coo. 77

' . - 4 -
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the Impact Aid statute was sllent on the.lssue of whether

. States could take Impact Ald payments 1nto account 1n deter-,

»

nmining State ass}stance to Federally impacted districts. . As

’

" . -as result, a number of States added provisions to their 'school "

finance laws that pefmitted them to substitute'ImpactnAid

-
.

money for thelr own a551stance to school dlstrlcts. Many ‘

-

justified these added provisions by noting ﬁﬁ they f.a0111tated"_

the use of Impact Aid funds ‘in a manner consistent with §tate

@

pollc1es to equallze the ablllty of schodl. dlstrlcts to flnance

educatlon. In effect,,these States argued that these Federal

e

* monieapwere part of a school district's resources and that

<

taking them into account for the purpose of determlnlng a -

b .

dlstrlct s share in the State.aid program was therefore appro-

_prlate and proper. ° "

~ - ~

In 1968 a provision (Section S(d)(l) of the current law)

3 —_

was added to P.L. 81 874 which would have terminated paxments

-

in any State that took Impaot Aid 1nto account when determlnlng ' .
a district's eligibility for® or share in a State.aid program.. -~

Behlnd thls ‘prohibition was " the notlon thit Impact Aid is

» ~

prOVlded to offset the loss. of local revenues from Federal

r.;

.

activities, not: to supplement State aid programs. Proponents

. & . !
" of .the' prohibition argued’ that localities receiving Impact qﬁd .
- P
should not be penalized for their participation in the program

by haying State aid reduced.-




. 3 .
. .
s e - . - .
- * ’

several years, valid complaints frdm States that were enaeting
. A

~ .

reforms of their school finance systems forced a change in
. & ;

the rules governing its application. Specifically, the 1974

Amendments added an exceptioﬁ to the prohibition for'States

which have enacted school fihance laws "designed to equalize

>

(eipenditures." The exception recognizes that ‘where expenditures

are beihg equalized by a State program, Impact Aid can result

_in "windfalls™ to districts and thus prevent the State program
&
. from equalizing.: Furthermore, when a State has a fully

equalized program, it is mostr likely bearing some of the burden

resulting from Federal aétivities, aha theweéceﬁtion appro-u
priately permlts States to reallze some rellef from Impact Aid.
' y B -
The law also contains a pnov1so deslgned t; limit the
" extent qf substitution in d1str1cts where total local revenues
exceed the amount codered under the State equalization plan.

ﬁhﬁs, if one quarter of' local revenues are in excess of .the ,

amount covered by the State plan, then one-quarter of the - .

\\ -Impact Aid payments to that district cannot be counted in 7

,galculating the_State‘s contribution.

. . ) - =
. A bri¢f-example will illustrate how this limitation <«

r

'

proviso operatesghn’ a State with a -"fouhdation" plan for.

State aid which -antees school districts a specified amount

-

per pupil if a m%nimum tax effort is exercised. 1In a State

where the.foundation plan guarantees $l;000.per pupil, and

oo

LY ¢ L3

EKC | 79 . '

wll Toxt Provided by ERIC
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"Although the prohibition stood more-or-less intact for
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“the district is able to raise $600 by taxing at the prescribed

_rate, the "State wiif‘provide the-remaining $400 needed to

)

reach the foundation amount of $1;000, If the district taxes

Bl

itself at a higher rate and thereby raise$ an additional $200,

-

this amount wild supplement the foundation and not be counted_
in calculating the State payment which will still be $400.

Thus, as a result of its extra effort, the disttict will have (/

—

available $1,200 per pupil. If the district also receives $100

[

per pupil for Impact Aid payments, the proviso in the law >

limits the amount the State can substitugf/to‘%hfee-fourths of

°

the Impact Aid payment: that is,*the ratio of local revenues
couercg under the State equalization plan .($600) to total locélly
raised tevenueq ($800 ). Thus, the State can reduce its payment
" to the district by $75, to- 3325 but cannot substitute the

full $1.00 of Impact Ald.‘~A§ d/?;sult, the district will have

K3

$1,225 per pupil, aftes the Impact’ Aid payment.

As can be seen from thlS example, the prdV151o ‘has the.
effect of treating Impact Aid p;yments as if they we%eulocally
ralsed revenues, part of wh1ch would be ralsed at the prescrlbed
tdx rate and counted toward the foundatlon amouﬂt (375 out af
$100), and part of whlch would be ralsed from: the add1t10na1

]
effort and considered supplementgl ($25 out of- $100). Since

Impact Aid is primarily intended to repiace lost local revenues,
this treatment is appropriate. It prevents Impact Aid dlstrlcts

from belng glven an advantage over non- Impact Aid districts

merely because their payments are fnom\gge Féderal ‘government

)



-

@
‘ o

rather than locally raised revenues. That ig to say, the

proviso prevents Impact Aid districts from receivihg "windfall"

- .

payments. .

ﬂMoreo§5¥, by limiting the amount of’}mpact Aid-the State

.
N -

can substltute for Stage: Alq, the proviso also assures that

districts will not be "penalized" as would be the case if the -

s

.~

State could substitute the full amount. The_penalty/;guld be

that d1str1cts would receive no additional funds from Impact

-

Aid, even ‘though if the funds had been locally raised, the

district would have realized ‘§ome supplemental funds. Conse-

o .

quently, it can be said that the proviso 'is neutral with respect

to the State's equalization plan, neithergproviding disequaljizing

- Y
‘windfall payments to districts .nor permitting excessive sub-

st'tutions of'Impact Aid for State Aid. 1In effect, it allows

the State plan taq equalize the revenueSlthat can be -raised

. w;th a given tax effort for all districts in the State.

In oxder to quallfy for the exgception and be permitted to

~

substitute ‘Impact Aid for its own aid, it must first ‘be deter-

mined that the State has aq equalization plan. The law's

general qualifying test defines an equallzatlon plan as a 43%

shared cost program which takes local wealth into account and
)

which has not been found to be unlawfui\by the State court.

Over 45 States are estimated to have State aid plans which

.
'

Fas

meet this description.

- "

- - .
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. In addition to thig general test,.the exeeption provision

has required 'the issuance of regulations establishing opérational
e

’ *

tests for determining whether a State has an "adeduate" equali-

¢ .

zation program. Two alternative tests have been developed to

assess the extent to which State aid formulas are equalized.l/

. -

The first is the so-called "di§parityﬂ~test.J Under this test,

s

a State .is considered adequately equalized if ﬁhere is a

disparity of no more than 25:pggggnt between ger puﬁil expendi
~ & .

. .tureg'fof the Tifth and 95th percentile of stuzents.‘ This

v

.

1/ The régulations also provide for a special exemption if

test is very restrictive, with pérhaps only four, States

éxpected.to qualify. The disparity test has been criticized

as being too inflexible to allow for the@higher costs of educa-

tional resources in citie3 or to accommodate legitimate vari
- e
S

tions in school finance reform efforts. _For examﬁlefgétates
using "district power equalization" formulas, which take int

.y e . L W, L.
account the relative taxing effort of districts, may bell be

=

excluded by agisparity\test. ’

° -

~ As a result of these criticisms an alternative "wealth
. [} \ . 3 ! ’ "
neutrality" test was dev1se%/yh1ch measures the degnee‘gg\

.- =

. S !

~

the Commissioner determines that the tests should no

L3

a
a—

o

applied due to exceptidnal circumstance’s’ wjthin.the State.
‘To be consideregd for ‘the special exemption, the amount of
education revenues available to districts under the State.

Plan must not be predominately a function of district

wealth; the program must be designed to provide financially

‘adequate education Programs and supportive services for all .

public school pupils in'the-sgate, and the countipg of
Impact Aid mugt result in more equalized expenditures o
revenues for education within the State.: )

<82

&
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"'which a State's program assures that the same local tax effort

will produce an equal educational yield. This test‘reflectsl

the view that‘substantial expenditure‘differences resulting

U

from above average student needs and educatlonal costs may be
?’ A3

_necessary to pfowrde equal educational oobortunity leferences

¢

a

in a school district's taxable wealth however, should not be

T

allowed to result in significant expendlture dlsparltled

59.

a
D

. A State will qualify ‘under the neutrallty test if 85 percent

r ’/
of its educational revenues are raised in a wealth neutral®"

-

way -- ‘that is, flnanced from the wealth of the State as. a

whole rather than from a local tax base. Revenues are considered

wealth neutral if t y are generated by a program which guaran-

tees all districts 1th1n the State equal revenue per pupil °

for equal tax effort, or if they areé dlstrlbuted by the State

on the basis of some objective measure of ,pupil need. It is
/. . EXs

expected that thlS test will prove as strlct and narrow an

P

exceptlon as the dlSparlty test. ) '

a; ‘

'. Because these tests are so restr1ct1ve, it is argued that

they prov1&e only a partlal solution to coordlnatlon with, State
‘.
[
equallzatlon ald ThlS is espeC1ally the case for those. States
A ]

.which do not quallfy (1 e., mOst States), since Impact Aid funds

actuallyilmpede their. ablllty to reduce dlsparltles‘ As shown :
| J
in Table 11 (column lk” althougn most. Impact Aid districts.in

our sample rank in the fowest two quartlles of State and local
; Y s

' revenues per pupll w1th1n thelr States (1,162 dlstrlcts)h

4 .
~ . . ”,

-




TABLE 11:

-

60.

<
..

Effects of SAFA Revenues Per - Pupil on SAFA Districts Cla%sifled

a/ SAFA distri

districts and a551gned to quartiles pased on

b/ IndicefMare calculated as ‘follows:

e by State Plus Local Revenues Per -Pup#t — 1976
(SAFA Through Tiet 2) t
) L . . _ .
; ] ] , Average Index of: b/ —
T 4  '"Non-Fed'l GAFA Rev. = -
h State + Local Number of % SAFA“S to  Rev. /ADA - /ADA Rel, » SAFA+Non-Fed'1
2 Revenues Per SAFA Districts Di¥tricts * Rel. to to State Rev./ADA Rel. .
' Pupil (ADA) a/ in Sample in Sample  St. Avg. _ Average to St.Average -
R . : . Non-Fed'l. Non~Fed'l. Non-Federal
X . . Revenue Revenue Revenie +SAFA
i (1) 2y = (3) (4) - . (5
Average All SAFA . ‘ -t
Districts (Total) 2,174 100.0 1.010 0.018 1’.0]5 .
" Lowest........ 602 . 39.4 '0.876 0.025 . 0.899 :
«Quartile 2.... . .560 21.1 0.953 . 0.016 0.9v97
Quartile 3.... - 499 - 17.2 1.050 .0.013 1.050
dighest....... 513 22.4 -1.193° 0.018 - 1.194
SOURCE: . 1974 4975 ELSESIS — 1976 SAFA Matched File. °
1 N . ( - sz
v

icts are ranked and classified in ination with non-SAFA

ithin-State rankirzugs_. .

ADA

- -

Revenues per oupfl (either non-Federal “or” Non-Federal
olus SAFA), as aoprobriate.

Districy d. \
Quartile g
Sr:ate s

"a member of" -= €.9., Adege s equals ADA in dfstrzet d
.a aember of quartile’ g in State s. /

o

., 84
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significant number of districts appear in the top two quartiles
{ . . P
(1, 012 districts), and thus would have relhtively hrgh resourcgu

. levels even w1thout Impact Aid'funds. These districts reeeive

about 40 percent of the tot 1 Impact Aid funds which are

. accounted for by our sample of districts.. . - .,'

% In addition, column 5 sﬁggests.that while; for the,mosq

A -

part, Impact Aid has an equaliZing effect, this effect is, . .

. - -

xat best, very slidht. Thus, the net effect of SAFA payments '

is only a small reductlon in the disparity of per pupil
& - :
revenues bdkween the top and bottom revenue quartiles -- from
1. 362 (1.193:0.876) "to l 3A2 (1. 194 0.890).

. RN

.
X

. , When all is said and done, perhaps the major critic1sm

- ¥

vof IMpact Aid from the standeint of equalization relates not

"s6 much to what it does, -But what it fails to ‘do. It fail#

-
-

to give some States an incentive to reform their finan S
Ve

.

It‘fails to give States that have made a modest start toward

'equalization .an opportunjty to achieve further gains by off-
” H ¢ )

. setting payments to relatively -well-to-do districts. AS*%/ . (

preViously noted, about 40_percent of SAFA dollars go to’ " .4

N 3

districts in the top two revenue quartiles, and the effect

, s
of these payments is often to inf:rease the distance between ‘ .

, -
spending levels in these districts and the-State'average.
» . -? { . . L J "
" .+ Table 12 illustrates this point‘fonlnine districts in three
VN .

)
States.~ In.two of these distrlcts ‘FAFA payments more than

*

~ I
double the. dxstrict s advantage relative s to State;averages.3»‘ .
d Y Tt / . . _/ —

- T - &v - R
-~ v A ’ ‘ *
- - .

4 7, N } > ] .
. e -~ v F R - -

. -~ . 4 .
© < . -
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~. Table ‘12. Effect of Impact A‘J.d Payments on Expenditures
' * ° Per Pupil of Selected High Impact Distrdicts
e - in.the Top Decile of Their States- on n-SAFA,
L 'Spendlngﬁ 1974 - 1975 N o |
)‘ - - ‘ .
2 d
-2 h * A - 9 N
. . ° Ratio of Expenditures Per Pupil to
Selected Diatricts .o State ‘Averages (shown in parens)
{by States) , Total . N ® ]
. T Pupils * Non-SAFA SAFA Total_ °
a 2 ‘¢ . .
¥ . - - » -' * . B
New Mexico s ' 362,250 ($726) .. ($39) ($765) ’
> a ) l / ‘ ‘ . - N - - e
+ Los Lunas 4,503 10390 . 9-44 . l.s¢
antral - 6,160 ° Y 1.30 7.41 1.61
< - \ ~e
Las Vegas - 3,614 ©1.15 4.64 1.33
- 7 ., S .
North Da}ota' 133,278 ($939) 1 6518) ($948)
. 0 - . L
. Mandaree 154 1.87 33. 00 .- 2.46
) . - -, L ’ PR
‘ Wh.ite Shield ) 1165, 1.48 ° ‘22 ,83 c 1.89 .
#  solen , 360 1.15 1833 1.48
virginia 1,091,095 1. (5916) {515) (s931)
R v °
-
\ Falls Church 1,643 1.97 * 9.67 2.09
& 14
Fairfax City 5,064 1.44 % 7 s.20 - 1.50
. . ‘ « . L s
Fairfax County 137 154 - 1.35 " 7.47 1.45
. . . g 0’. ‘z—°
SOURCE:’ \Iatlonal Council of State Legislators, Impact Aid and '‘Basic School Fmance
* Programs: Can They be Made More Compat1b1e’>, <976, . (Spec1al\t‘qbulatlon.) v
» N & 3 b
i . A

e \
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+Qur d1scuss1on and. analysls suggest that substantlal —

.

beneflts fos\/%ate financing of. education can 'be achieved
° through further ’ Impact Aid reforms wh1ch relax present standards

of equallzatlon to permlk ‘flore State offsett1ng of payments

recelved high resource districts. Section\lfﬁ will explore

these reform options in greater detail. N g . *
* ] et -t =y gt
. . ‘ -
The Present Program - « 2{ o
q . ' CoL - “In Perspective’ # ° '
B The preceding evaluation suggests that %y'FY 1976 the ”\J

Impact . A1d reforms of 1974 were only partially successful in
address1ng most "pre- reform" érr‘4c1sms of the program. -8 For

example, whxle entltlements for sever%* questlonable types of

“r

Chl dren were elimlnated or reduged, new provisions. were added i
&

tha guaranteed.fundlng for other equally questionable -

. / -~ ‘\.) * ‘% ' S
/////ﬁgghegories . Slmllarl{, although 1mportant flrst steps were by

.

a

tazen to. reduce the d&sequallzlng effects of the program by

) allowing States with "adequate equallzatlon .systems to waive
i;‘ Cthe restn&ctlon agalnst taking lmpact Aid paymenté‘into_accouni
) when making State aidtallocations,. strict oualify}ng_tests o
_j wlll-prevent-moststates from taking admantage of the, wadiver. - -
:}Flnal , as\we havetshown, substantlfl FY 1976 Impactfald -

- -

payments- coAtlnued ta flow to d1str1cts that were: ngt- veyy

/.
! burdened by Federal act1v1ty -- dlstrécts that many would . T
¢ -
argue have onIy “ low prlorlty cla1m on Fedex:al Imp@ct ﬁd _ ;3
¢ dollars - e o . ' :\ ) =
' ' . s N AT ' . -

[KC‘:,.”" 0T 8% o e T

Tt Provided by ERIC . , .
e . c o, # ’ . a
. . ~
. »
~ « Y
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Thls is not to say that the. 1974 Amendments accompllshed

¢ -

'noth1ng Indeed, ' Table 13 1nd1cates that some major distri-
.butlonal changes did occur between" FYg 1975 anJ'FY l976 The
- table compares SAFA payments to*\dlstrlcts grouped accord1ng,

to their percentage of Eederal chlldren for l975 the year
before reform aﬁd,d976 the\year 13 which the reform was
part1all§,1mplemented for the f1rst t;me LA R

. " As may be seen-(Column'4), reform seems to have
' xnreduced the percentage share of total SAFA dollars recelved’:

’ - e >

by d1str1cts in the'two lowest categor1es Qf impact. Overall,

these two grouplngs share of the total SAFA budget was reddced

by about four percentage p01nts, dropp1ng from 24 percent in

1975 to about 20 percent in 1976. ' I

'

Interestlngly, the comblned .share Jecelved by d1str1cts

;the three most heavily lmpacted categor1es also dec11ned
- X ‘
somewhat from 1975 levels Although d1str1ct;_1n the two most

heav1ly 1mpacted categorfes expexi enced minor share 1ncreases, N
4 .t
|,,'

redUctlons to districts 1n the 25-‘ percent grouplng more
than offSet these ga1ns.y Thus, the combined share of total
SAFA dollars to heavlly 1mpacted d1str1cts declan; by about
f1ve percentage p01nts -+ from about oné half of total fuhdlng
1n€f975 to about 45 percent in l976 ’ ) --‘

The table shows that districts in the modepately lmpacted

~

categorles (i.e., those with Federal enrollments of between

10-24 pe‘rcent) échleVed major share 1ncreases in ‘976 The -

SN B 5 .. ‘ . ‘;”i Y
e o s At

. \ .
ullToxt Provided by ERIC . ) ‘ ¢
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Table 13. " SAFA Payments to Districts by Parcent SAFA Children --

’

1975, 1976 Tier 2 and 1976 Full -Reform®

65.

‘s

. . P
. A ”
N A .
—~ . L4 T
g - ‘Total SAFA SAFA "A"  SAFA "BJ, \ SAFA Total SAFA $ Number of Total ADA
~  PSrcent SAFA Children $/ADA §/RDA $/ADA Dollars  {Millions)  Oistricts (Thousands)
s (L £2) . (3) . ()] (5) ()] " - s
* T I e
1975 Pamntsg/ ’ .
u.s. Average (Total) $ 23.58 $ 8.96 $ 542.5 . 4,215 ‘ 23,003.3
75 - 100% ) $ 629.37 *$ 587.92 $ 66.8 106 106.1 '
.
~ . .
¢ 50 - 74 230.51 166.98 47.9 104 267.7
. ‘ L - .
25 - 49 91.14 30299 159.2 418 1,747.2 o
¥ 3 . . }
15 - 24%y - 52.19 a7.22 94..2 434 1,804.1
10 =314y 28.38 5.90 42.8 493 1,506.1
- M . N
- S- 9N 15.65 2.10 2.9 . - i,095 4,022.2
‘
<« 5% 5.05 .47 4.58 " 12.7 . 68.8 1,565 13,609.8
1976 Tier 2 PaymentsS/ ‘ N . :
" .u.5; jverage (Total) s 36.39 $ 10.35 8 12.92 100.0 § 610.7 4,221 23,138.4
- ", " ~ 3 -
‘75 - 100% $ #731.86 $ 695.85 $ 25.45 12.6 $ 76.8 99 105.0
. .
S0 - 742 ‘ 250.60 183.83 50.61 3.0 55.0 108 v219.6 ’
s N . N . . B . o
/- 49 ]} - 91.21 41.02 40.66  24.7 ! 148.6 407 L6292
Q,.—J% - 24 ) 4355 11.65 25.61  18.3 117 480 2,563.6 .
’ . -
- a2 + .
10 ~ 14y : 23.300 | 4.0%9 16.38 15.9 97.0_ 7 567 3,910.5
» ’ . . " N N N .
S - 9\” - 12.2Y " 1.%7 8.99 _ 11.3 69.0 1, 247 5,623.5
< - v ‘ L) ‘
~ 5% 5:;8/ .50 4.27 8.6 52.6 1,313 9,087.0
1976 Pull Reforn®/ ) . . .
U.S. Average (Total)’ .S 23.50 s 10.9Y $ 12.52 100.0 - $ .512.3 3,876 21,806.5
- ~ . . t . . : . * -
75 - 100% $ 721.27 $ 695.85 .8 25.42 14.8 $ 75.7 99 5105.0
¢ 50 - 74 " i 234.41 183.83 50.58 10.0 - 51.5 108 219.6
14 . ’
25 - 4% ¢ £81.67 ¥ 41.05 40.63 26.0 133}.0 406 1,627:8
“ > PR
15 - 24y , 37.16 ; 11.65 25.51 -18.6 -95.3 480 2,563.6
] M " L d
’ ‘ o - » N ~ .
e 10 - 14% & N 20.3% , 4.29 16.22 . 15.% 79.3 N 65 . 3,903.0
- . -
5. 9 N 8.7 1.57 7.19 9.6, 49.3 1,245 5,623.2
-~ . - .
€ < 5% - T . 3.65 . .56 3. - ,5.5 28.4 « 973 7,764.2
' T n - v
, . e . —
. » » Q ° s v
Not included 1n SAFA payments are asounts dxs:nbu:c_d under s'acnon,zfnonoy paid to other Pedcral
agencies under Section 6;: amounts paid out for major and 5mpo£nt disaster assistance under Sécpion 7.
- b/ FY 1975 data include "A" and "B" Plus hold harmless amount only. Oistricts wero cmitted if none of
these pdymonts were made. 4 ' N 1 . s .
- *2/ FY 1976 Tier 2 data, 1mmclude "A* and “B" plus hold hamless¥aymn:s only. ‘Purtell districes are ¢
ingluded. District i‘:h‘n: “A%, "B" or hold harmless amounts have been cmatted. Oistripts analyzed -
were re-olassified degree of 1mpact where loss of eligibility for out-of-State "B* children
R neceditated this ustzent. < . .
v’ d/ Ft 1976 tull reforn data include "A" and “B" paPments only. .Oistricts which had no guch payments ware
. onitted as were thosae which,®due %o out-of-State reforms, iv t their eligibility. Purtoll-districts ‘,:
currently being phased out of the progran were also eliminated because théy will be ineligible when -
refora 1s £p11y|£5pié=entcd. . . R w
A ] .
- ' .
SOURCE: SAFA Program DATA Tapex 1975-1976. '} .
. A
MC * 89 o . -
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combined share to dlStrlCtS 1n this grouplng rose by about
nine'percéntage points "-- rrom :25.3 percent in 1975 tQ 34.2
percent in 1976. Most of thls 1ncrease resulted from a ~
} .
doubllng of the shares recelved by the 10-14 percent category.

+
Moét of these changes can be’ exPlalned in texms of the

reforms that were enacted. For e\ample, it would Aappear that

.

the reduced FY 1976 payments forﬁaény_"a" category children,

espe01ally‘those for "B—out-of-county" and "B-out-of-State"

P

.students, were at Peast pPartially .responsible for the smaller

shares’ recelved by both heavily and lightly impacted dlstrlcts
>
The rediuced number of relat1vely heayily 1mpacteu dlstrlqts

[

(1.e., those with'® over &4 percent Federal enrollment) probably

occurred pecause some had the1r children recla551f1ed as "non-

S . :
Federal" when‘out-0r—§tate-"8" entitlements were eliminated

from the program,. Apparently, the sort1ng and 'sifting whlch

°

L]
accozzanled reform resulted in the rea551gnment in 1976 of

T a’'number of these dlstrlcts to lower imMpact cateqorles o

Reductions in’ payment shares-and in the number of
distrzots Ln the ]dest o;fegory of impact can Blso be attr1-
) A}
buted to the sortlng and 51ft1ng that accompanied these "B"

categopy reforms. On the one hand fhe category seem to

' have_lost many districts” through recla551flcatlonr That\ls,

it 15;!1kely_that many f these dlstrlcts "mlgrated" to higher -

[ . B
.impact cateqorles when they claléed prev1ously uncounted

public housing chlldren toward the1r total Federal enrollments.

a7 30 : & N~ s
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':On the other hand, dlstrlctq rehalnlng in the category appear
C -
to have received lower reforM\ payments for thelr "B" category .
.- . “children. ' :

’ - ‘
o ' ¢

As may be seen,-the moderately.impacted categories ex~ N

. perienced increases in tﬁeir sharés Of total SAFA dollars.. - -
¢ * >
° ' Not surprisingly, the.shifting about which accompanied partial

reform seems also to have regulted in large increases in these
’ : . .

groqpingé' districts and pupils. Similarly, large . district

and pupil increases may be observed for the low impact 5-9 .

percent category. DAlthough this grouping did not increase

its share of SAFA\dollers, along with the more moderately

\
. ,1mpacted categorles, rt*>eems to have been the recipient of

?

many reclassified dlstrlcts e - c e
N U
. o
The-l974 reforms had .important conséquencesjfor the . total
per ﬁupil amounts recéived by different categories of districts,
v
‘and -also for per pupil amounts distributed for "A" and "B" )

categdry-.children (Columds 1-3). For example, although dis~

tricts in the three.most’he§v1ly ;mpacted groupings had their

s

combined share of total‘”AFX dollars reauced between 1975 and’ N

~

1976 the comoined per pupll amount they recerved increased

by about $lO per ch 1la (i. e., from $l32 90 ‘P 1975\k0 $143.52

- N . .

1n 1976), Most of /this 1nprease can Be attrlbuted é%(normq;

PR . - : ‘ -

-

growth in "A"'Eétégoiy payments, although distribté in these

categorles also seem to have recelved some hold harmless.amounts

.o Q 7/
.

 to. effset their uniformly lower "B" paxments.




~

the 1974 reforms been operating. "Purtell" distriots are

I .

Districts ih lower impact- categories geherally experienccd

quite different changes in thei: per pupil rates. The excep- .

tion here is the most lightly impacted category, which seems

s L4

to have experlenced a silgﬁt growth in its total per pupll
\
amount because it- lost children at a ‘greater rate than it .

lost dollars. Other moderate to 1ow impact grouplngsaseem
2 3

to have had thelr abgolute Impact Aid dollar increases dlluted
by even larger pupil increases. These changes ;esultgd in

lower per pupil payments for districts in the moderate to low
- ‘ * - . * 2 *

L] - — e ——————

. . ¢
1mpact range .

’

To the éxtent thats the 1974 Amendme?ts sought to reduce

per pupil payments for lightly .and moderately 1mpacted districts

44
and 1ncrease these amourits for heav1ly impacted ones, they

Ad »

-seem to have béen somewhat successful As theyta le shows“

*

slmllar successes were achieved in reduc1ng per pupll payments

for the least burdensome "B"-category children and 1ncreas1ngi
. . ) o : »
payments for ,heavy burdepn "A" category studentsz .-

Table 13 also supplies information about how the program

[ 3 -

would have looked in FY 1976 had all hold harmless prov1slons

peen eflmlnated and~qad the absorptlon_component enacted by

gradually beyng phased out ‘of the program bécause the have
lost Federal ‘children and £$1led eligibility for reasons
unrelated to reform.. They have aLso been omltted from the
analgsls. Because Purtell d1str1~ts w111 not be e11g1ble
/o Lo . | \}

L 3
LA -]

o
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to participate in the program in subsequent years and since the
law Calls for'ansing out tEe hold harmless prOViSEEPS (they)
expire by 'FY 1979) and phas1ng in the absogptlon (by FY.1978),
these data prov1de a look at hou the program would appear if -
Uit were "ﬁulIy‘reformed“ in accordance with Cofgressional intent. »
« Many would argue that this is thg ohly way to assess the 1974 \‘,.
" reforms’ and no%\understate their efte ts. L/ -
-’;‘hed:ab/le shows that, indeed, ﬁhe extent *that this-is

- / : : -
« ' the most appropriate perspective from which to‘v1ew the . s

current program, our earlier assessment understates the

changes Congress brought about Had the program been fully

s

-
‘

C - reformed and funded through Tier‘2, total "A" and "B" payments
would have been reduced by about.$30 million between 1975 and

1976 and would haveﬁtotaled about $512 millio:%'.Tne number

.o

of participating districts also would have declined -- from )
4,215 in:l975 to about 3,876 in FY 1976 -- with the majority R

. of thegﬁ losses ‘occurring to distriots in-the lowest categor§

A of impact. As mabievseen, districts in this category would
, " - . " ot ¢ /
- have also experienced substantial reductions in their shares

- . *
? .- e . * Z. " - Ly

-

1/ on the other hand, some would argue that by looklng at
Tier 2 fundgng, this analy31s overstates the changes /
qesulting om reforms, since some Tier 3 payments were-

. ' made in FY 19.76. HoWever, Tier "2 funding was used on . !
the theory that it reflects Congress1onal inte t in-

« FY 1976, when the appropriations level was set: an
amount estimated necessary to fund Tier,2, and is also
comparable to subsequent approprlatlons wh1ch specgfically
limit funding to Tier 2. Inclusion of Tier 3 payments

‘would reduce the distributional 1mprovements achieved
- throuyh Tier 2.

3
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. of Impact Aid (thelr share of the total would have dropped

‘/ from about 12:7 to- 5.5 percent) and would have lost over

half of their ;otal i;75 payments to ;eform: . ¢ L
- .7 On the ofher hand, heavily and moderately impacted dis-3%
tricts would generally. have increéséddtheinxéhares of the -
.$512 million SAFA budget. For example, éisgricts in the
first and second highest impact categories would have
received share increases of about 20 and 14 percent respec;

«

tively. " Once more, moderately 1mpacted districts would have

* ' been the major benef1c1a31es of reform, presumably for the '

same reasons noted earlier.

»

Compérison of per pupil rates in 1975 with those that

4

~would have resulted had the program been fully reférmed in
FY 1976, shows that rates would have risen for the two most

$eauily impacted categories, but wodld have declinéd for®

all others. - The table algo.shows that whileVEhere %oulé -

) have been a substantial 14. 0 percent réductlon in égtal "B" S
category payments beéﬂben 1975 and 1976.under full reform, >

total "A"'féte§ would have risehcby 23 percént, enough to

offégt'"B" categor§ losses and keep total per~pypil payment ';,

rates at abou£_1975 levels. . . . .
s -

These comparispﬁs and those presented earlier suggest

that the 1974 Amendments made significant first steps | . ]

~

toward addressibg the Impact aid program;s major weaknesses. »
* - B @&

* Nevertheless, as we Qave noted earlier ,in this;se¥tion, many
s . 4
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questlonable prov151ons and practlces remaln. Moreover, \\5
the program continues to dlstrlbute about 20 percent of its
funds 1n relatlvely small per pupil amounts to over 2,500 ' ,(
» lightly impacted districts - distr}cts whqse Federally
1mposed burdens are questlonable. Although in this respect
the program improves upon its pre- reform predecessor, many
would note that even under full reform over 2,206‘lightly RN

impacted districts‘would continue’ to regeive about 15 percent

of all Impact Aid dollars -- dollars that could be put to
- N . { . .

* . better use. . . LY. .

.

- "ThHe next, section will examine weys in which the precedents
established 1n 1974 can be bullt upon bg solve some of the

program 5 remaining weaknesses. .

‘o p




1/The analysis undertaken ‘i

- L
| .

. III. OPTIONAL REFORM COMPONENTS A o
.. N - & . :
. R S ' ) ‘

h b
-
) .® L

The evaluation of the cidrrent program contained in Section

[
«

III suggésts that there are several aspects of the program-ﬁhich

ﬁight benefit from change. This secfion sets out a broad range

AV

. of possible refqorm options which addresses the issues of burden,,
L

equity, and State equalization. Several options for change are’

presented which address Program inequities resulting from entitle-

e - Lo i )
ment and payment, rate calculation practices. Also included are
< A

modifications designed to improve the prog#am's ab

- ®
ility to target3%
districts wqich are most qeedy'because*%hey are most heavtly

impacted. Still

/

‘other changes are proposed which are 'directed -

toward improving coordination of ‘Impact Aid funding and State
. v

eqhalization efforts. A crosscutting goal applicable to all\of N~
& ' .

the options

~———,

is that of achieving administrative simplifiqatién.

Presentation of tﬁe,reform options includes analyses of their:

-~ ‘

> N -
object£3?§ as well as tpe effects each wou%d-have on progran

cost, district par

\pation, and the'distribution of prq'i?m

s

funds.1l/ This secti

./

is intended\simply £o .outline and desc'ri'e
e : ,

[N - .
v . e o @
S

n this sectién examines changes in

SAFA "A" and "B" amounts only. When ‘changes resulting from
reform components are compared with pPre~reform amount hey are
based only on those FY 1976 monies districts would h ceived’
for "A" and "B" children (exclusive of hold harmless nts and

X payments-from‘other’speciql'provisions) had.the FYy 1974 reforms
been’infull effedt and the brogram funded through Tier '2. Since - -
Jreforms have been limited to changes affecting only "aA" and "B"
amouants, and.because the current hold harmless provisions expire.

in PY 1973, 1imitijg analysis in this manner seemed appropriate.
Restricting analysi to changes in Tier 2 payments seems reasonable ]
because it has been the intent of the Congress to fund at this o
level in FY 1976 through FY 1978. ‘Given this policy ‘of Tigr 2 ,
funding, comparigons based on Tier 3 amounts, would reéulp in -
overstatements of -fundihg levels for some dis;rict§ (e.g.,, those -*

with public housing- children). : - . =

. . " '7 36 . .‘ . . . - ¢




ﬁ:he effects of eac;>individual option presented. No attempt

et

is made'to combine reforms. Because of ‘the often complex
1nterf“latlonsh1ps among the various parts of the program, 1t
would be- very mlsleadlng merely to add up- the effects of the .
options,, Cdnsequently, Sectlon.IV will comblne selected - |

options into reform packages designed to 1Ilustrate more com-

prehensive approaches for reformlng th\jprogram. - )

f
Modifications Affecting the Types of Chlldren for

Whom Payments Are Made .and the Way .
Payment Rates Are- Calculated . '

R

As we have seen, the present program allocates funds uslng
a formula whlch counts each dlstrlct s Federally connected A
chlldren (welghted to reflect the relatlve amount of burden.
each represents) and multlplles thls count by a paymeht;rate
Jhlch is 1ntended to approx1mate the portion of per pupil

costs that would have been paid rrom local revenues had Federal

. - ‘

1mpact never occurred Although past 1nvestlgators have .

examzned other payment strategles (e.qg., direct Federal tax
paymengs, net burden compensation) and often have considered
the present- per pupil payment formula‘a less than ideal way
to calculate entitlements,.most have generally concludéd

thaty,ail things considered, the present arrangement is the

¢

to97.

-
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. .
> ’ .
s

most technically arid pélitically feaéible method availablé.l/

’ .

It iS for this réason thatxthe refoﬁ? options affecting the
present brogéam'é compensation sys&em focus on changing the -
kinds of children who ére counted for entitlemgnt purpo§es.and
the methods used to determine local contributioq,rates, rather
than on tﬁe form of thg'compensation forﬁulé itself.

..,

Reform Options Affecting Types

.of Federdlly Connected Children

i

for Whom Payments Are Made "

"Under present .law, entitlements are based on. the number . and

type of Federally-connected children who attend school in a
> N
recipient district.. As has béen noted, districts may now claim .

] - . Q

.entitlements for over a dozen different categories of:children,

4

some of wh6m, it is argued, represent no burden .on the dist;ict~
or only a small burden. Because of the somewhat ambiguous
‘ . . ~

nature of the-losses created by suéh\dhildren, many have 'r
. . . - . \ . ’ ™~

v

- v
° - []

PR

1/ ‘For examplet Battelle's analysis of the program notes that . |
"The ideal entitlement formula would calculate the total )
costs of education in,the district, subtract thé total costs: .
that wowld have been incurred if there had never been a . °
Federal impact on the district and pay the difference between
those costs, after subtracting the added revenues made avail=-
dble from Federal activity. These added revehues would be.
derived by taking the actual nevenues of, the district and sup-
tracting what those revenues would -have been had there
never been a Fedefal impact on the district, but had the
district continued to levy the same tax rate as it curfrently
does." However, Battelle goes on to;note that unfortunately
‘this formula ‘is unworkable because there is no correct way )
to estimate what either the costs or revenues would have been
had: there never been a Federal impact on the district. See
Batte?le Memorial Institute, School ‘Assistancewin Federally

- Affected, Areas, 1969, pp. 84-85. , ~ e
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.suggested reforms that would merely_

‘gated- as part of thls study.

which ellmlnates ent1tlements for many ]ustlflable "B"

N

Q

tax loss associated with chlldren whose parehts work but do not

';1ve on Federal property

. R

2

$ e

-
e11m1nate or reduce entitle-

o

fo g

ments for all but the most burdensome categorleSn

Several of’ these ent}tlement reform optlons were 1nvest1--

(See Figure 1 for an Quverview of

these). The most far-reaching would ellmlﬂbte entitlements

for all "B" category children. ‘This reform was proposed by

2

the curxent Admlnlstratlon in FY 1978 ‘and by several preV1ous

ones as well It is “generally justified on grounds that chlldren

whose parents live or work on Federal property, ut not both

. ]
represent ‘much less of a potential\revenue lnss for a district

. N

than children whose parents live and work on non- taxable Fed-

//al property

. Opponents of thls measure argue that it is a severe one

s ’

-

-e .
-

z

category
A )

Among these opponents, tho

.

children. //e sympathetlc to reform

-

.argut¢ for changes that are more selectlve and less extreme.

Several such reforms were 1nyest1gated., The harshezi of

these examined the impact on payments of eliminating entitle-

‘

ments for aill butgthe most unambiguously burdensome "B" category>

children -- those whose parents are in the uniformed serV1ces

or who~are c1v111ans living om (non ~publié hou51ng) Federal

\

property. N -

S
S \
v Since 1t can be argued that there is at %east ‘a part1al

'e -

-- a loss that would go uncompensated
. 2 ’

’ » - >
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Overview

‘s FIGURF 1:
' . Are Made

o
.

of Reform Options Affecting Types of Fider 11y -Connected Children for.H%m\Paymen-ts
rd . . ‘ -~ ' *

L)

.

X

.

v

v

Option Description

2 &

9. N

FOR ALL "B CATEGORY CHILOREN.

Y

. ' category children.
[em Y
Con

2

L3

Ero/Con

r

Pro | .
Would retain payments for most b

’

lensame “A" .

~

Harshest reform examine 5 £liminates o
districts and reduces fayments by over

(2]

r 4,100
0 pereent ™

becausé it would eHmipate payments for many
justiffable children (e.g. & mﬂim “B's") .

A\ [ELIMINATE PAMENTS FOR ALL “B" CATEGOi(Y CHILOREN,
EXCEPT THOSE WITH PARENTS IN THE UNIFORMED SERVICES
AND THOSE WITH PARENTS WHO LIVE BUT DO NOT K ON

FEDERAL PROPERTY

N,
" Would retain payments for. *A" chﬂdren and R\ost
burdensome “8" children. ~
cﬂ. -~ . “

Althqugh less harsh than Optiont], stﬂY eliminates
payments for many "B" chﬂdren vlho are a burden or
the district.

jliminates 441 districts and reduces Tier 2
paymants by about 40 percent. ~

Eliminates payments for tht]y ‘and heavily
impacted aer

. .

A

3

ELIM
PARE
THAN

ATE PAYMENTS FOR "B" CATEGORY, CHILOREN WHOSE -
WORK ON FEOERAL PROPERTY IN A COUNTY OTHER
Y{E ONE IN WHICH THE DISTRICT IS LOCATED

" Pro

-

4

EHminates payments for least burdensome “B"
children. Parents of these children work dn
federal property in another district. . The .
property wolild be untaxable to the district even'
if it were not Federally owned.

Option. is logical extension of 1974 reform which -
eliminated payments for out-of-State"B" c'ﬂldrem

a0

Hithout Federa} presence, these chndren might
live in another district.

Even though tax loss occurs for adjacent district,
district of residence experiences a service burden
because it must educate.

. e

s, -
:

\\

~C

Pro

Public’housing is locally owned. Federal government.
does not require that conmunities construct these
units. .

.. Federal government already provides subsidies and
this property.

’ _ in-1ieu-of-tax payments f
4 ELTMINATE PAYMENTS FOR PUBLIC HOUSING CHILDREN: . More efficient and approp?ate means exjst
. whereby the special educational needs of children
. . . . in these units can be met. .
¢ . IR Con :
® * By subsidizing public-houling, Federal government
, . . . may draw these high need children into a district.
, . . . Eliminating these payments would adversely affect
. . S *  center city districts which are already hard-
N » ’ pressed, for resources. Payments to these distncts
M . : . ¢ would be reduced by over 30 percent.
T O e o
. i . - R » “ ) ' <. .
:‘ ’ S e - . /“.
s it rs ) ! o ‘ o -
’ [ T * . ' -
Q * . M . 3 .
ERIC . S A cr
’ ¢ ) - o : A
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'under the precedlng reforms - more selective godifications

c o

which wouId.only eliminate entltlementi\made on the ba51s of

’
-

the most qUEStlonably burdensome types of ch11dren were also

el
1nvest1qated Spec1f1ca11y, t%o‘such reforms were examlked.

«

oné whlch ellmlnaged payménts based on ent1tlements to publlc

hou51ng&ch11dren (bqth’"A" and "B" public housr?g students

o 4; ‘'

were ellmrnated), and a sebond which e11m1nated payments
resultlng from ent1tlements to ch11dren whose parents work
on Federal properﬁy located outslde the county in wh1ch the

district 1s situated (i. e., entitlements for "B-out" chlldren).

-

It would have’ -been de51rab1e to test a reform-which eliminated.
Q'Q a
entJtlements for all chlldreﬁ whose parents work on Federal

) v

prnnerfv 1n another d1str1ct, not.just tHbse 1n another

- - .

ounty; hOthcz, Lacxaoq data pf-;&BdEd such an acsessuent.

. L . “ Y »
. . o
s S ., ' N
N < N Y
Rero?m'EifGCts .

N 5

The fiscal 1mpacts aSSOC1ated *with Jmpleméntlng these

o AN 4 . <

refonncomponents are summarzzed in Table 14.” The table shows
FY 1976 T1ér 2 "A" and "B" full reform payments for dlstrlcts

cla551f1ed by degree of impact , metropolltanﬂstatus, and,
. ¢ - .
property' wealth, as wel "as the percentage reductlon in these

» v

amounts that would result\from each’of the four entitjement

reform options. ‘ «

All: of the reforms would result in some reduction,in total

costs. Reductions range from a low of about®s percent. (825 :

4 ‘

milllon) when entltlements for "B-out" chlldren are ellmlnatodz;

to.a flgh of over Sohpercent ($273 mllllon) ‘when all "

. . -
hY N 2 '/1.01 R .

4
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'ABLE 14. Peg‘.\ent Reductions in Full Reform "A" + "B" Payments Resulting Prom Reforms Affecting Children For Whom Pa'yments Are Made

<

™

7
{Fully Reformed FY76

REDUCTIONS” ILJCURRED AFTER IMPOSING REFORM :

.

Eliminate All B's

. Elim.All B's Except Mil.|Eliminate Ou.!:-ot‘-Coupty Eliminate Public
. *Through Tier 2 & Civ., Live-On Children Payménts ! Housing
District Characteristics ' # of % Change # of S\ Change # of ' A Charige * of % Change
T # of A+B Districts in A+B |Digtricts in A+B |Districts - in A+B |Districts in A+B
’ Districts Payménts [Eliminated a3/ Ppyments |Eliminated a/ Payments |Eliminited 9_/\ Payments |Eliminated a/ .Payments
¢ Q) - ) 3) . 1) (5) : 16) [&)) (8) 9 (10)
ALL SAFA DISTRICTS...... 3,876  $512,336.62 2,125 * =53.29 441 -39.50 64 - 4,96 43 -10.58 -]
i \ f \ .
Percent SAFA Pupils . ‘\ '
75 - 100 ) . 99 $ 75,730.04 2 ‘- 3.52 3 1 - 2,71 1 \- 0.04
50 - 74 - 108 . 51,476.38 9 . ~-21.57 . 5 -14.20 }' do.1s - 0.21
25 - 49 ‘ot 406 132,952.73 79 -4‘9A74 18 «31.55 1 -\,\2.93 1 - 2,17 ’ 1
15 - 24 480 . 95,268.97 190 -68.65 \ 41 A -46‘.83 7 - §.43 ' °-10.16
10 -, 14 . 565  79,283.78 27 -79.85 1 20 . - -67.74 10 - 670 5 -35.16¢
5« % / 1,245 49,267. . 831 ,o-82.10 / 176 . =66.85 24 -11433 20 -16.98
Less Than 5 973 735 . -84.62 130 -69.85 21 - g-15.48 17 -18,77.

v 4 . ' < & .. .
Metropolitan Status N < - \ . —
. RK«! O ¢ . . N 7 14
Cerifral City 252 11 ~73.59 7 ~59.62 v =328 3 -31.33(
Suburbap e 1,045  167,996.89 700 . =60.34 92 ° |, -39.88 5 - 7.86 13 \ - 3.09
Non¥Metropolitan b/ 1,938 183,235.95| 1,047 -34.13 232- -25.76 46 - 3,82 - 2.56

. -«
Unglassgified a/ ~ 641 19,973.60 267 ~26.48 110 ~20.17 13° - 3.‘12 . - 0.6l ¢
\ - < 3 . . “
Property Per Pupil ¢/ . 4 \
Lowest Quartile ° 898  $163,926.24 505 -43.70 84 + 230,27 12 ¢ - 3.28 - 3.70
2nd Quartile 799  106,568.39 470 ~66.14 .72 , —45.07 ‘ ] - 6,20 % 9.28
3ra Quat:tile 696- 73,749.29 404 —— -67.01 . 82 4 -45.50 - 9.50 - 8.1;9
Highest Quu‘tfle 673 83,902.25 . 385 =74.07 68 -65.06 11 - 6.01 -35.90
. . 2 N M
7’ £ a » M i ° n

74

were fiot reapplied after the reforms,

b/
4

mx

.

These districts could not be classified by metropolitap status.
Districts are classified o;l the*bagis of within-State rankin'qm

i v
\

\

Districts arg considered to ée éllminated when A+B payments equal zero,

e N - -
}976 SAFA Program Dg\r.a Matched with 1970 Cefsus (Metropolitan stat\‘xs) and 19

?

L,

.

However, most are s

- 102 .

The eligibilit

.
1} 1

-1975 Equalized Property Data, rSperty Per Pupil)

*
A

1}

and ‘thus likely to be ndn-metropolitanlin character.
. ‘ ~ W ,

>

3

N

iteria of 3 percent@r 400 Pederal » connected children
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lwoéld be eliminated from the program under each of the reformswl/

burdensome “B"'children-woukd eliminate the next I&f&esthnumber T

category entitlements are .eliminated. As may bé‘séen, e%}ﬁi—

,nating‘ggtitlements for all but military and civilian {(non- -

N 14

public uUsing) "B" children would fesult in the next highest

reduction’ (about 40 percent of FY 1976 péyments), while-elimi~-
v & . . . . o

.

nating public-housing entitlement’s Qould résult in proi?am

savigééuof‘abbut_lo.S percent.

* ¢ . " \ Fy . )
Table 14 also shows the estimated number of districts that -

| - o y
Once more, eliminating all "B" category entitlements would have

severe effects. Almost 55 peréent (abodt'2,125 disfricts) of
L4 ~

all recipientldistricts exaT}ned would be eliminated due to
a .. .
this option., Eliminating entitlements for all ‘but the most

4 . . " \
of districts (about 441 in all), while the remaining reforms

) v - .
wculd have relatively negligible effects on this measure of

- R N . » .
reform, impact. R : ! .

* \' . -

e ! . r . . e . / - * .

- = X . <2\ ’ L o Hamn o2 nj n‘

1/ Districts- were considered eliminated when "A ‘and pay-
- -ments would be zero as a result of the reform. The rrent

& program's eligibility criteria'w2re not reapplied. ' Read i-

cation of these criteria would résult in'substantially great-
.er ;stes of districts and dollars: - ) o :

—

N v t

- . ‘Elim. All . LY .
Eliminate ) B's Except . Elim. - ) Elim. Public
All B's Mil. &<Civ. . | - -Out-of-Co. Housing
Lide-on _ ‘ - Payments .|-.. Payments

— - —t— —

- — e & ——

¥Dist. %Chg.in | #Dist.. $Chg.in #Dist. $Chg» in| #Disth %Chg.in
Elim. A+B Pay.| Elim. A+B, Pay. = Elim. A+B Pay.| Elim. * A+B Pay.
(1) (2) T3) Ay (5)  (6)y: | (D +8)

ALY

3,041 *-55.53 | 2,642 --42.1y<K 649 -5.74° | 491  -11.39

- 7‘
i 4
3




M - ]
.Because aggregate f1gur¥s hlde 1mportant\*mpact patterns, the

dlstrlbutlon and magnltude o reductlons across different types of .

dlstrlcts are also of 1ntere t when evaluating these reform optlons.

* For example, ong of the, [everest crltlcisms thak'might be leveled,

, . aqalnst the reform which eliminates all "B" Qategory entltlements is

that it results ‘in relatlvely large reductlons for: heav1ly and lightly:
\ l‘ ‘
. 1mpacted d1str1cts alike. Poor districts as well as wealthg onesm\
€

£ ﬁ

experience large losses from thls reform and, as may be se ‘payments

< to centrgl 01ty districts arexalmost ent1rely ellmlna;ed Slmllar ’ -

3

-observations m1ght be made regarding the.reform. optlon whlch ellmlnates

ent1tlements for-all but the. most burdensome "B" category chlldren,.

. although, as one would expecﬁ losses to poor, hLav1Iy impacted, T

and city districts are somewhat lower than when all'"B" payments-

are eliminated. .(ﬁ\\‘ g . . ‘ ‘
[ . .

.

Reductlons resulging frbm the public housing and "B—out" reform

opt*ons seem much more equ1tahly distributed in terms of degree of

BN

Federal impact and property wealth, with lightly 1mpacted and wealthy

d1st!1cts bearing the brunt Pf the reductions Howeyer, ‘the public’
—_
hous1ng reform results in-a ﬁlsproportionately large reduction in

o -

\ 3

N central.01ty d1str1ct paymeﬁts. Given the present Enscal difficul- .

ties of these dlstrlcts, this may be a criticism of| ﬁ%e .reform;

‘ - +
however, the results were ngt une/pected, since most?publlc housing
: t
pro:ects are located in thege’ city districts. Lo ’ .
R .

: : ' ‘- \
o - Each of the four refor?s which have been examined* attempt to estab—
V llSh the pr1nciple that the Federal government' s responslbility should

extend only to students who represent a genuine Federal burden on their

“R\KZLSt cts. Of these- opt1ons, the first two are the harshest and in our

ST . 104 o




”» . .
¢ . . ‘
. & €
opinion, the least’ jusnlfled s1nce they 1nd1scr1m1nar %y eliminate

‘ -7

pay%ents for many chlldren who do represent a genu1ne Federally

) LR 1mposed burden. The last two’ reforms are more selectlve and*eﬁlm—'. .
\\ ) inate payments for children whose Federal burden on a dlstrlct is -
. ' ; .

more ﬁuestlonable, Making payments for ch11dren whosgrpérents work
on Fede}al'property in &nother éigtrict is a practice that is

"difficult to justifw'and should be reconsidered. Elimipating pay-
, - @ . . . ;‘ . .
'mentsifor oybiic housing children also makes sense, but ' wil]l be
. * * . - o o \_ - . R . v
more difficult, to accomplish. Although these childreh do_not

. ) |
represent a burden in the'ImpaCt Aid sense, they often are educa- * .

tionally dlsadvantagTd and in need of spe01al assistance: woreover,

’ ‘

. ' ellmlnatlng pyblic houslng payments will have its most adverse effect

. . dn center c1ty dlstrlcts whose current flscal d1ff1bulties are

well known Implementing thls reform may thus well be impossible .
' - -
unless the legitimate claims of these children and their distriots’

are addressed through increased efforts in programs llké,mitlg_g”

ESEA -- programs which are designed’ to deal more effectively. with
P \'&' ~—
the real educational problems ‘of these groups: N
| 4 _' ' ]

g
. Reform Options Affecting the Way Loca]
’ Contribution Rates-Are Calculated:

It

" The preceding section dealt with reforms that would. improve

1

. compensatlo\\by e11m1dat1ng entitlements for ch11dren who are pot a .

. Federal burden or who are less of one .than others. 'This di;cussion

- v - L : .

examines reforms that would alter the way loca]'éontribufzon rates

are calculated.’ The changes we will examine are intended to improve

- R A NE) -~

Q . | \\L~///'T: . . )




. .

‘compensétion for Federal burden by more acchrately approximatinél

a district's average’ per pupil costs of educatlng Federal stuw g

/

dents or by better approx1mat1ng what per pupll edUcatlonal ex- B }

Y 4 X -

- pendltures (or revenues) would be if the district were no;
Federally 1mpacted.; As will become clear, none of the réforms

c, presented here is optimal from all standpoints, but ea7h'responds ' Lt

to a specific ‘set of critreisms of existiné methods. /Thus, any

" final selection a;ongsthese optfons mustedepend on the balance

that is struck between cbmpet;ng\factors. - . : L

Figure 2 offers a schehatic overview of the foﬁr reform
¢ -

options to be considered * Two points stand. out: All optlons
\gpuld restrlct or ellmlnate the. comparable dlstrlci method, and

: bhrce of the four would also dlspense with the o?e~half U.S.
13 ' \
average method. Perusal of the "Remarks" column of Rigure™2

/
will dlso serve to illustrate our prev1ous con ent ‘about com- .

petlng factors. These 1nclqde reasonablenes 9f assumptions
- - . *
regarding Féderal .impact on district expend&tﬁres and/or revenues,

distributional effects rejative to district wealth and burden,

. o’

evenhandedness with respect to different State school finance

T 7. - . l
Systems, and ecase of program administé&h{gn. -
: 7

. N £ .
,As may be seep from Figure¢2 the rstiégtlon examined {

L d %,

the present system. It would xeflne 09 parable dlStrlCt selec-
> 1 -

tion crlterla and tlghten up on Federal review and approval pro- .
[

- cedures wh11e _réstricting the use of the method th«heav1ly

: mpacted districts (i.e., dlstrle?s where "A" category chlldren

- [ °

.and/or "B* category children whoée parents reside, but do not




. - B [ .
2 B ¢ L ER] , . ’ )
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. ‘ * FIGUKE 2: OVERVIEW OF OPTIONAL LOCAL CONTRIBUTION RATE REFORMS .o
. -
.t - ¥ 2
EFFECTS_OF OPTZONS ON METHODS OF CALCULATING ICR'sw |l ; ? REMARKS
Comparable . " ) . Di§tributaonal ¢ Administrative
District 1/2 State '1/2 U.S. Reasonableness Effects ' Evenhandedness ~ < Ease

Restrict use to

districts where
"A" and live-on

“B's" are at
least 50V of
total ADA

-

(Retain both minimums, for moderately
and lightly. impacted districts)

-

-~

*“Imperfeet approximation,

.

hut opt:ion does reduce
likelihood of excessive
compensation fqQr
districts that are well-
to=do 1in spite or becausd
of Federal activity. -

Modest overall, reductions
Progressive on wealth.

Partially progressive on
gercen’t Federal children.’

. -~
R v

. s 53

Not evenhanded--
favors districts
in high State aid/
low expenditure
States mére than ¢
e
‘others. \

Involves strioter
monitoring of
compatable dis-
trict method. but

- for fewer dis-

tricts.

Restrict as
above.

o

* \f\
Autﬂtxc for all but, Eliminate | °

high impact dr’stricts)’

T —

Pxeferred to Qption 1.
Nationally about 1/2 all’]
State educatioch ekpend-
1tares are derived
locally. Assumes 1/2 <
State’ average 1§ a
reasonable estimate of ©
‘what average district .,
costs would be without
Pederal impact. Imper-
fect because does not
adjust for expenditure
differences between or
within States. Other-
‘wise, Option 1 comments
pertain.

Larges? acrogsf-the.-board
reductions. Reductions
are nevertheless progres-
sive op wealth and“par- *
tially so bn percent of
Federal children. N

From one perspec-
tive, mQre even-

handed than Opt:on
1, but still fa-

\Jors districts an
"high St!at:a id/low
expe
AltHough these

they lose less than|
if.chey were being
compensated on
basis of State
avg. expenditures.
Convergély, dis-
tricts in low
state axd State$
.are Under-compen= *
"sated. M

@Eture scates.|’

districts lase, F

Same reharks
apply as for
option 1

.

Eliminate and
replace with
rate based on .
State’s avg.
local expend-
1tures.

~

Makes ré¢asonable
assumption that without
Pederal impact district
costs would be -about,” *
equal to their State's
avg. local expenditures. |
Imperfect because does
not adjust for cost
differences bétween
districts in same State.
Option 1 comments also
apply. N

Results in relatively
large overall payment
reductions.
ag:.é highly progressive.
on wealth & partially °
progressive on burden if
one disregards opfion's
effect on payments to
ofie unique, heavily
impacted district in
Alaska.

\

Reductions -]
~']met:!iod is a reasot&
o

€, .
Option 18 even-
handed. State avg.
1local expenditure

ablé substitute f
comparable districy
method in low Statd
aid Sgates. 1/2
State a(g. minimum
1s a generous de-
minimus for high
State aid’State
districts. .

T

Administratively
the ¢ simple

on to imple-
ment.

Eliminate and -
replace with
rate deter-
mined by mul-
tiplying each
dxstnct s

as defined under .
Option 14
* -
’ 4 .
LA §
- p .
- * N
a
. .
L v
- - .
Retain as basic - Elimnate |
minimum for digtricts >
not using State avg. .
local expenditure
° method. : <
.
. M ~
.
. o
f
s
. v
Modify to guarantee Elaminate

1/2 average revenues

in the State and "

retain as a bailc

reta’lh

minimun for dib-
- tricts not- using . Y

*Makes reasonable

assumption that with’out
Federal impact district
wealth would be about
equal to St:at:e's avg. |
Imperfect because it

%

" smallest overall reduc-,

tions of all options
bxamined. Althpugh poqr
quality data preclude
defifiitive assessment.
appears to be mostihighly

Optiom 1s generally
evenhanded and
equalizing. o

Most difficult
of” all options

to implement.
Would require
collection of
accurate up-to- *

. fevenue effort | "tax effort” cal- does not account for progresgive of all date property
times 1ts A culatron method. PO effbqt of other service opt:ionse\wcv%:: and * | wealth and rev-
. state's avg. ° F .. Y B demands on wealth of relatively-pr ssive . * enue effort data ; "
' - local property 4 . «| certain districts (e.g. |“op burden. | . ~ for all partici- 8 '
. wealth per pup ’, cities). Optioh 1 . . pating,districts.
Q o pupil. . ‘ «|| comments also apply. ' - Y

ERI
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L4 ' N -~




work, on non-public

‘ - N .
s - .
1 N N ~ ‘-

housing‘Federal property comprise at.least

. - ¥

50 -percent of total enrollment). All gther districts would be °*
| o *

required to calcul te their LCR's using the higher of the two®

. . AN
current minimum me hods.l/ ; N

. =

v

.

The principal

justification for this option is that forcing

lightly and moder'at ly impacted districts to use one of the two

minimum calculation methods reduces the likelihood that dis-® .

’ [
tricts wh%ch are relativgly well-to-do despite Federal impact

or whose financial characteristics have been improved’ by Federal
~ T a .

v -

. activity will use these as a ‘means of increasing their: Federal.

grants. Because heavily impacted districts are generally unam-

'biguou§ly burdened by Federal activity, the possibility that

they will be gblé to take similar advantage of the'éompé?ﬁble

-

district method is less likely (or at, least the thought that they

might do so is somehow less distasteful). For this reason' these

-
Y y s >
- p
L

~ N

Py

Many contend that the most straightforward modification that _
could be mads to g¢mprove the .present compehsation system woeuld .

be to 1eagg4‘ or less.intact while refining comparable
district selection criteria and tightening up on Federal re-
view'and approval procedures. This was‘essentially the
approach recommgnded by GAO after it found that gurrent selec-
tion instructions and ‘review procedures provide no assurances
that districts selected are, in fact, comparable or that fthé
rates’ calculated aré reasonable., While the proposal to

"clean up" the program has mexit and, in fact, would be adopted
for heavily impacted districts using the method undef‘thions

1 and 2,"we do not believe the strategy is sufficient by
itself.’ In effect’,'we feel that the comparable district method
is inherently defective becausge it requires- the selection of

- districts comparable to the type of community the district

becgme as a result of Federal impact, rather than to whag the
gommunitx would have been had the impdct notéoccurred. More-
over, merely "cleaning up" the comparable dibtrict method

. will do ndthing.to correct compensation errors which present-

ly result from minimum calculations which are equally impre-
cise. o .
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d1str1cts are permltted to contlnue ‘their ‘use of the comparable

-

-

d1str15% method., Essentlaliy, Optlon 1 makes a judgment that
TR

to the extent that they occur, comparable d1str1ct compensatlon

H

errors- whrph favor- h1gh 1mpact dlstrlcts—are more acceptable
" than those that beneflt districts’ whlch are les ‘clearly_burdehed

and, in fact, may have been helped once alreadp.
Although this first reform option moves. awgy from the practice

»

of compensating districts on the basis of characteristics acquired

[}
>, —

as a result of Federal activitfes, tHe fact that lt p;rmlts some

0

11ght1y and moderately 1mpacted dlstrlcts to c¢ontinue. calculatlng
theIr rates by sélecting the current national minimum method

™ may 1rr1tate those who believe that the program 1§ intended

»

prlmarlly to offset the added local costs of educatlng Federally

-

. v
connected children. Although one could malntaln that” considera-

= -

- tlons?of inter-State equlty argue for-retentlon of the natlonal

mlnlmﬂm‘calculatlon method, cr1t1cs w1ll correctly note that the
J

Impact Aid program is concerned px)anarlly w1th compensatlng fe -
reduced district expenditures or revenues, and that 1ts scope,
and coverage are too narrow to deal effectlvely w1th equallzlng

expendltures or revenue§ across States. These CrlthS w1ll )US-'
" . @ o
- tifiably argue that by offerlng a minimum ca;culatlon method

° based on the natlonal average, Optlon 1 merely perpetuates an .%g&"

. 13

.ipequity of the aurrent program: that d1strlct%§}n “low expen-

< ’

| d1ture States are compensated d1rect1y for Tow’ overall spendlng

-levéls, while dlstrlcts ih h1gh expendlture States, where costs

7 ¢

‘are generally/above average, are not extended a 51m11ar courtesy.

- “
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In effect, one could contend that 1f the natlonal minimum method’

'
L

is approprlate then so too’'is a cost of education formula adjust- .

. . s . 2
ment. - .
H

The second option addresses these criticisms. Basicaily, -

thig\reform is the same as Option 1, except that rather than per-

mlttlng llghtly and moderately impacted d1stricts to select from

s,

- between the two current minimum calculatlon methods, 1t nequ1res
these d1str1cts to use the current State average method. Because,

on average, about one half af all State education expendltures

&

AEEN

are derived from 1ocal revenue sources, this' optlon moves a step )
closer toward the goal of compensating dlstrlcts for 1ncreaaed
local costs. By e11m1nat1ng the nat}ohal average calculation

and restficting use of the‘comparable district method, the option
also moves away from several practices which reésult in inflated

approx1matlons of what d1str1ct costs would have been 1n .the~ . “

:

absence of Federal 1mpact.

-

Cr1t1cs,of this option will note that while it does eliminate ‘ﬁ‘ T
practlces whlch result in the most 51gn1f1cant overcompensation
for dlstrlcts, 1t creates new prdblems of its own. 1In particular,

whlle 1t~1s true that nationally about one-half"of all State !

~ 7 [ I
educatlon “expenditures are locally derived, in fact, llke most
averages, this one ‘overestimates the percentage in sdme States

-

and underestimatés it in others. Put anothervhay, basing district =
LCR'S in all States on.a national average fails to adjust for
expenditure differences between and within .the States. Thus, while

r ) -
-districts in high State aid/low expenditure States will generally

[N
find .their rates somewhat reduced by. this option, they will also

y

o | SR 5§
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- N\ . . * g : - ’
* contihue to'receive higher amounts .than if they were being com- :
3
\

{'fbenseted exclusively on the'basis of average local expenditures

: /
in their States. Conversely, districts in States where at least

1

. [ [
‘oneshalf of all education expenditures. are derived from local ,

. . < N ’ o
sources w1ll be compensated at lower than State averdge rates. .

<

beCause it ellmlnates the natlonal‘bverage floor for dlstrlcts

% ' - ¢

-In effect, arthough Oﬁtion 2 is more. evenhanded ,than:Optian 1 l
|
|
|

. in 1low ewoendlture (generally low local aldé States, CrlthS w1ll
-

‘note that it too results in an imperfect’ set* of approx1matldhs

- for 'what district expenditures would have been in the’ absence of

- R Y
. - . . e a T - £S
. Federal 1mpact.\* . . . L. TR

v s
— 5 N

“ e

The ,l1ast 'two LCR reform “options to be examined €liminate the
\ i . . . ;

comparable district‘method.entirely and move toward compensation .

. v\

schemes which utlllze the local expendlture and revenue‘patténns :

. . M N .

.~ in each State to more perfectly approximate what district costs

would have been had Federal impact not occurred. . The first of T \\
. these, Option 3, would set a district's local contribution rate

+at either its State's“avergge local -expenditures per pupil
’ ‘\1 . v .

)

whichever is higher.l/ This option was chosen becaQ\e;9£<iti;;//

- . A 0
1¥ "state average local expendltures" were calculated by multi-
plying local elementary and secondary school current operating , °
expenditures by ‘the percentage which local revenues were of
- total revewnues in the State. This product was divided by
o State ADA fo obtain a’ per pupil amount. Since FY 1976 SAFA

payment rdtes are based on FY 1974 data, revenues, expenditures M
and ADA-are also for FY 1974. : .

&
N .
- . . .
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//adm;nlstLatlve s1mp11c1ty and because, not unreasonably, it

o

assumes that Kad Federal impact not occurred d1str1ct per pupil
expendltures would be about the same as. the current average f0r
the State. ‘The one-half State average calculation method was in-

a
. cluded to proV1de districts gn h1gh State aid/low expe?dlture

N

States with More compensation than they would receive were average
locall expend:‘ures used exclus1vely In effect, it. was judged’

. that as a demlnIhus payment mechanism, the State average method

s ylelds more reasonable approx1mat10ns of what these dlstrlcts'

. costs would have been without Federal impact than does the U.S. . .

average method.

.

-
~

For many, the major'problem associ¥ted with-.this option will
s H
be that what it gains in simplicity.comes at the expedse of fail-
1 . t.,

ing to reflect differing situations throughout the State. fn

’ o . ° .
effect, many will prefer an option that allows bayments to vary }
with each d1str1ct 's expendlture or revenue effort for educatlon.

The flnal LCR reform examined in this section would partlally

- L

: ~daddress these criticisms. Or1g1nally,pr0posed 1n the Battelle
-

Study, Option 4 4 would guarantee each district its State's average

per pupli property base. Local contribution rates would then be °

v

déterm1ned_by multlplylng this State'auerage property base by the

district's own revenue effort rate, According to Battelle, this

‘ }
option has several benefits: -




»~

A )

"...it makes a very reasonable assumptlon about the ¢
likely situation in the dlstrlct assuming the Federal
government has never had an impact on it. 1In’ effect,

it presumes that in the absence of Federal impact the
district would tend to have had' a tax base er pupil .
about like the current average in the Stegép ‘This -
approach is.preferable to giving the distfict credit

or blame for Federal impacts that tend to reduce or
increase tax Base per -pupil. This assumption is

more likely to be true than the one inherent in com-
parable districts... (which requires)...the-selection "
-of districts comparable to the type of community the
district became..., not digtricts comparable to what

the community would have been”had "the Federal 1mpact
not occurred."l/

A Second advantage is that tHis option, guarantees that no district

can increase its LCR merely by manipulating the method of calcula-
~ & .

tion. As Battelle notes, “Tﬁe onlf way that a.district could raise

its Federak payments'is to «convince the local voters or political

decisionmakers that additional expendltures are nécessary "2/

. (7

Critics of this option will note that it has several major
drawbacks, First, it fails to adiuét for the effects of\other

service demands and higher costs on the wealth‘and'fiscalﬁcapacity

[

of certain districts. That is, whlle many may prefer this. optlon

over the\s hers, they w1ll also note that it still only imperfectly

A

adjusts for d fferent local c1rcum§tances, partlcularly the higher

'

€
1/ Battelle Memorial Institute, gchool Assistance in Federally
T Affected Areas, 1969, pp. 94-196.

2/ This may be a disadvantage as well. -A predomlna?tly Federal
~ “"district, (for exam«le, one with a 90 percent "A category en-
rollment) might find \it advantageous to rais® tax rates in
order to increase Impact Aid payments. Assuming that such an

action was not prohibited by State or local laws, doing so
would cost the Federal majority very, little. It could, how-
efer, result in disproportignate cost increases fortthe c1-’
vilian minority. Many willg son51der this inequitable.




~
[}

costs and non-educational service burdens that affect revenue

) [} ot

) : K .
efforts and fiscal resources in center city districte. While

our analysis has not dealt directly with this criticism, we
? . ]
A .

* agree that Et is a legitimate. issue and an approprlate topic
for futurq\study -- one that needs to be addressed for th1s

and all other‘optlons “which rely on, average values to calculate(

compensatlcn rates.

*

This dptlon has at least one other major drawback which

we have addressed. Specifically, it is not neutr in the
, Sk ’. 1
* way- it breats different, but equally valid, State school fi-

nance arrangements. Thus, although districts in States ‘which

V]
.

flnance a large portlon of theif education costs from local

soulces are llkely to do fairly well under this optlon, those

rs

»

that are_in. States which defray a large portion of education

costs hy\tappi g.State resources are'likely to receive smaller

comggnsation rates _than under the present system. One could

S g

¥
~h, +

L
argue that this is e irely appropriate; since the Impact Aid

prOg#am 1s 1ntended only to compensat

capaclty. On the-other hand some minimuin for these districts

is & pblltical necess1ty.f Hence, we ‘have retalned a revenue.'

. o~

%,
based vers1pn of the State average minimum cii:jiatlonamethod

or losses in local

A
(i.e., we guarantee at least one-half State a

-~

. ~
age non-Federal
revenues) as an &dlternative that wilT:provide relief” for dis-
‘tricts in high State aid'States. We havd done this realizing

5




Ay

Egree

~to high impact distri t) b:i retains both current, minimum cal- L

that’some w1ll just;fl bly compla1n that by? doing so we may be

overcompensating, some of these d1str1cts in the bargaan.l/ ’ L‘

- * |

3 o : .
{ * . 2 ™ * K «
. LCR Reform Effects ) B - . -
._ u}\“: . . . -
Table 15 shows how each of the  various reforms whrch restrlc

or ellmlnatewthe current calculatlon methods would affect each

State's SAFaA payments.‘ The table indlcates that all of the

=

reforms result 1n overall fundlng reductions. As may be seen,
t ~ E

Option .1, which rest 1o§s use-of th omparable district.method

culatlon methods, reﬁuces ull reform" SAFA payments from
$512 3 million to $478. 7 million (1 e., about 6.5 percent)

Lightly to moderately 1mpacted dlstrlcts in States whleh are : ~

high spenders and/oﬁ’rely largely on locally raised rewenues
/'

to~sppport educatlon appear to be the most advVersely affected g

a by this reform . For example, Massachusetts, .New Jersey, New

Hampshire, and Oregon. (States where d1str1cts depend heaV1ly

H

.on the’ comparable district method) all experlence payment reduc-

tions of. between 15 and 44 percent. ~In some other States {e.qg.,

Illigois and New York)b losses appear to have resulted because

- @ few major center city dlstrlcts which account for large pro- P

"y

¢ ©
portlons of their States' Impact Ald‘grants arexprohlpited from

~ . . ‘ . ~
, «

1/ For this option, district and State revenues have been
adjusted to ‘reflect only that portion of total non-Federal
revenues raised for current operating purposes. ‘That is,
both district and State non~Federal révenues have been
multiplied by the proportion of currént operating expendi-

’ tures to total State expenditures, R »

N -

. *
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N . . TABLE 15: Percentage Changes in Fully Reformed FY 1976 Tier 2 Lavel SAPA “AY and “B® Psyments Resulting From Alternstive LCR N 92. ;
\ ~ Reform Options -- States (see'taxt for detailed explanation of refora options)
. . - ¢ N N ' . ’ s
P ; N Percent Change From: - - LCR Reform Option 4 ¥
. - N *76 Tiex 2 A+3 Fulli|’ ICR ICR a/ ICR + |76 Tier 2 A+B Full Percent Chu;dn
District Characteristics Districts Ref Paymants Reform Refors Reform Districts Reform Payments . rroa
insample (Thousands) Option 1  Option 2+~ Qgtion 3| in Sample (ThousarNs) “opeion 4
4 23] 2) tn «) (] (6) m 1))
~ Grand Totals...euureurasne 3,876 | /s 512,304 - 6.57 -15.28 - 12.87 1,885 $ 37,158 - 0.47 .
’ .
*Alabama - 81’ $ 8,092 0.00 - 31,75 = 31.75 v S0 s 1,217 - 38.75
ealaska . 29 |- 39,302 0.00 0.00 © - 48.10 0 HA HA
Arizona © 4108 . 19,240 L - 097 -.7.69 - 8.29 21 . 4,104 85.79
X *Arkansas A . 93 3,002 6.1 .. -"0.13 - 37.70 a 2,792 - 36.80
. €alitornia “wr |, 60,528 -2 '~¢ 5.07 4o S.24, 191 45,557 30,73
colorado  ° * 84 . 10,958 v 879K Ry Ll g0 49 © 10,266 - 0.62
- Connecticut o .89 . f}-20.20, -"20,20 - 6.90 23 . 3,749 5.91
*Delsware 4 7% 0.00 "% 0.00 (/] 4 . 375 27.15
- District of Cojumbis 1 3,727 0.00 0.00 33.15 ] RA rm
*Florida 25 »18,175 0.00 ~ - 12.80 - 12.80 22 ° 18,054 ¥ 4.38
*Georgia 76 10,050 . 0.00 - 28.53 - 28.53 33 9,100 ~ 21.40
*Hawaii - 1 12,592 0.00 0,00 o o uA . A
1daho . 64 3,522 - 0.33 - 28,64 - 28.64 - 34 3,136 < 26.92°
“~ Illinois 149 4 13,457° -19.38 -179.38 - 9.13 66 " 10,802 v 5,35
Indisna . 35 1,938 - 0.57 -15.09 -14,38 26 | 1,84) 23.09
Iowa c 8 R 509, - - £.90 - 6.39 - 0.45 - 10 196 50.63
Karsas .68 6,656~ - ﬁ.'n - 899 <~ 9.95 38’ 5,023 31381
*kentucky 61 2,512 0.00 . - 37,25 - 37.25 2 2,155 , =223.68
*Louisiana . 21 3;833 0.00™ - 19,65 ¢ - 19.65 21 3,833 -112.39
Maine . 65 Ll 0.00 - sy - 15.6s 33 2,016 22 06
Marylsnd ,, 14 20,191 2 - 3.87 - 135.g7- - 15.87 [], 14 20,191 - +3.19
’ Massschusetts 94 5,267 - - 180 - 15,967 . ,10.48 63 3,303 60.08
Michigsn 63 6,213 - 2,38 - 238 - 2,38 .28 2,443 '9.10
s *Minneso! R I 2,881 - 0.00 0.00 ~ [} 20 1,553 6.02
*Mississippi 36 3,460 0.00" - 41.36 . - 41.36 21 3,302 -37.17
Missouri . 129 6,519 -,2.% -11.33 - 0.95 53 3,738 15.91
Montana 126 6,4 - 4.27 - S5.60 8,12 27 1,762 - 0.80 .
Be Nebraska - 28 - 5,617 - 2319 - 28.47: 0.40 15 4,945 69.28
Nevsda 14 4,002 - 0.00 - 8.48 -5, 12 3,969 -X09.47
~ New Hampshire * .28 | 1,673 - 44.35 - 5184 __ - 14.86 14 1,598 - 336
| New Jersey 31 2,976 < 25.20 - 25.20 8.13 81 12,203 { - - 29.15
*New Hexico 61 7,648 0.00 - 1¢.91 =~ 1%.75 29 . 15,769 -21.21
New York 146 * 31,678 -21.88 - 21.88 - 8.53 91 28,839 - 17.44
*Nogth Carolina. 62 3,667 0.00 = 23.24 - 23,24 Soss 8,373 - =147
rth Dakota 67 . 4,957 0.00 - 1350 - 14.18 20 3,203 12.90
ohio 108 T 8,9 -, 11.97 -21.93 * 0.79 64 7’.525 » - 5.03 ~
. *Oklahoma 128 12.726 ~"0.00 - 25.88 - 26.67 n . 7,310 7 - 22.35
. Oreqon 86 3,036 - 26.91* .- 26.91 5.53 3t 2,100 " 2,14
*pPennsylvania 100 8,680 * - 837 . - 837 % 837 78 8,323 -
' Rhode Islanh 12 1,658 gl =128  -12858 - 1.18 12 1,658
**South Carolina 122 7,764 - 0.00 -~ 29.15 - 29,15, 13 77,687 -32.13
i South Dakota ce 50 6,005 - 4.88  -11.35 = 0.36 a“ 5,828
.. *Tef\resses 89 6,945 . 0.00 - 32.14 -~ 30.14 64 . 5,769 -2
*Texas s - 232 '+ 30,836 . 0.00 = 2311 - 27.56 88 22,817 - Io.
*yean 4 - M 7,312 0.00 - 25.36 - 25.36 28 R 7.161 - 14,36
Vermont - 15 88 - 10.07 -12.31 14.13 13 81 99.22
virginis . 64 34,131 - 19.65 - 29.60/ = 20.07 42 33,433 - 1.2
i Dashingeor 158 15,734 0.46 - 0.46 - 0.82 53 11,566 13.13
PR *West Virginia \ 12 438 0.00 - 27.36 - 27.36 12 . 438 - 25.70
o Wisconsin k4 1,995 - ™ - .1 9.06 18 1,008 12.29
Wyoaing 25 3,088 -.8.51 - 8.5 = 12.57 23 3,058 13.48
~ £
- L]
a/ To simulate this option, LCR's for hesvily impacted d;uu:n were retsined. Even though of these districts are not now using the
i comparable district method, the option gives these districts latitude to use it snd thus retain or raise their current cospensation lavels.
> A more tonservative methodology, which wss rojected, would hsve assigned high impact districts not now using the coaparable district method
4 rate equal tS one-half their State's average non-Federsl expenditires per pupil.
. .
HA == Not Applicable ! i
. * -- State finances st least hslf of all edidation £°'"'~ . : .

.
SOURCES: Reform Options 1-3, 1976 SAPA Program Da? Piles (Average Locyi Revenues uzeg for Option 3 Derived from 1974-1975 ELSEGIS Data File),

. R

~Reforn Option 4, 1974-#975 ELSEGIS =- 1976<SAFA Program Data Matched Fila.
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u51ng the comparable d1str2§t method to calculaté payment rates.'.
In general th1s reform optlon seems to haye its greatest 1mpact'

. on dlstrlcts rn“gprge hldh spendlng (hlqh cost) urbah States,.

4

especially thgse 1n the NortheaSt\\ . .
. . . i,
' Although Ozflon 2 differs fro Optlon 1 only by eliminating’
the U. S avera e m1n1mum ca1cu1atlon method .1ts 1mpact’1s much

TR
greater, resultlng in a fundlng reductlon of over 15 percent

(i.e.7 :SAFA. "full reform" monies drop from, $512 3 to apoht $434
s

‘gmlllon) Thls result was predictable; over half of all SAFA .

\‘-r

o, Fe ‘

districts” relz\:n the U. S% m1n1mum calculatlon method eliminated

by this reform, and about 49 percent B all'SAFA monfes are

- l f-¢ . 8 '

dlstrlbuted on this bas1s. ‘ - ’
8 ‘ «
The effects of - movlng from Qption 1 to Optlon 2, are additive.
& .
That 1s,§dlstr1cts wh1ch lose}under Optlon 1, lose as much or

Q

more under Optlon 2. 'The geoqnaphlc d1str1butlon of. these
L o
“losses chanqes greatly, however. Spec1f1ca11y, dJ.strJ.cesq in

4

most Soéthern and border States -- those which were generally
o
unaffec;ed by the f1rst reform optlon -- are dmong the mosto

7

adversely affected by the second As we have noted prev1ous1y,
~ a7 -

these States hawvé ‘had h1stog_ca11¥ low 1eve1s of non- Federal
spending‘for‘education'and are traditionally high State aid

States which re1y°on the U.S. minimumymethod that is eliminated
by this option.. " -

IA qénera%: this refoxm works to® the disadvantage of districts

in all but a few Statés like Delaﬁare, Minnesota, and Hawaii --

-

States.which. already rely;exclusively on the State average minimum.

C , N
v




-

"14,000 "A" category children, w1th‘reform the; di;fiict feceives

. e
. only about $968 for these same students. OtHer Rlaskan districts
-would neither gain nor lose under reform, because ‘they would be

. permitted to retain their, current paymént rate, which is based

because 6f their overall low expenditure levels and because of ¢

\
.- their’ heavy reliance on State educatioﬁ aid., That is, average

Rad : . ‘ e .
Table lsashows that' implementing Option 3 would reduce
Lo AN ¢ [ . T e

overall funding by about 13 percent (i.e., "fuil‘reform" pavments ‘-\\

would decline from $512.3-to $5446.4 million).” The principal - .
Ve ; i . . S .

béneficiaries of this option would be many of the heavy losers

under Option 1 -- i.e., districts in high local aid and/or

high expenditure (or- high cost) States like Massachusetts, New

~

Jersey; and Vermont. "For the most part, these districts would

. B

be able to take greater advantage of their relatiVely high

~

local contributions for education than they are now permitted *

-~

using present calculation .methods.

n* . * -
The major 1osers under this reform are districts in Alaska
. . 5%

%

and mogt Southern and border States. Alaska's 48 percént loss o

£y

is som hai misleadinq, however, since it is due entire}y to

*"w»‘% N \ v . . )
reduced payments in ond heavily impacted districtg% Without . .
.,

reform this district would receive over $2 200 %Rr each of its

5 - Y N -~

-

e
on the program's,State average minimum

v

. '
Southern and border State districts lose under 'this optiop :

T /

locally,finadced expenditures in zhese S;ates are so low that\ ,4///

#

most districts would have to calculaté their rates on the basis

- »

’ ‘ - v




. « .

of .the current State average minimum method. Because this

method ylelds L%R (] wh1ch are generally lower than those resultlng
from the national average'mlnlmum method (Wthh dls;rlcts in

" these States currently use), payments degllne,dramatlcally. )
- ' , . +
A Although the major galners‘under Option 3 tend to‘be districts

»

in States whére local aid is high reljfiye to State aid, some
: - . A \ -
of these districts also experience lo seg from the reform. Again, “\\\\

most  of these losses accrue to d1str1cts in States with- lS&

overall levels of expendlture for education -~ States llke

°

Idaho and Maine where districts current}y rely exclu31ve1y Qn

-

thé®program's national averipe minimum to boost their rates

well abave State average local expenditures. a
If one agrees that State a@eraée local expenditures are a
reasonable estlmate &£ “what dlstrrpts would have been spending

I

had Federal 1mpact never occurred, the resuIts shown in Table

15 for Option 3 also provide some suggestlons regardlng the ) N

.
»

extent to wh1ch the comparable d1str1ct method accurately»com—

pénsates for Fedsral burden. That is, if the comparable district

nethod were providinq’a reasonable approximation of local educa-. . -

ltignyéosts, then one-would expect that payments to districts

'1n States Wthh rely heavily on this methaa/;ould not be

adversely affected by Option 3. 1In fact, our data show that ) ’

“.‘ when 10 States which usée this method exclusively or disprooor—
tionately are exaﬁined, six 1ose as a rdsult of reform (Iowa,

Kansas, New Hampshlre, Rhode Island Wyoming, and South Dakota), e =

but only three (Kansas, New Hampshlre and Wyomlng) lose by any

| 120 .
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significant amount.' Four of the 10 States gain from reform

(Nebraska, New Jersgey, Oregon, and W1sconsiﬁ7, ‘with tw0 (Wls-

cons1n and New Jersey) gaining slgnlflcantly In effect, co d '

. ‘
-

/given these rigggts, the comparable d1str1c§}Tethod seems to ' ‘
' w‘

|

|

|

~be compensatlhg accuratel¥ in only about half\ the ‘States. , In

eSO - o

N : |
the others it elther overcompensates or, undercompensates for i . ’

N . -

Federal burden. I ‘ '

' Table 15 also shows the geogré%hicfgtstribution.of'gains ’

e

andr losses resulting from Option 4. As may bé ' seen, this option ?ggg.
| ) g 3

. results in the most modest payment reductions of, all LCR re- ~ - ; - }

forms.\ Total program dollars decline by less than ohe-half
of 1 percent -- from'$512.3 to $509§9 million. ,. @& R

. The major gainers under this optlon are d1str1ct§g3n lowa -

’Stateﬁald States like Arizona, Massachusetts, and Verméﬂg
p—

N D1str1cta in theSe States apparently gain because of their rela- -7

~ w

t1ve1y high 1oca1 Ie&venue efforts for education. <

M\-
Not surpr1s1ng1y, d1str1cts in Southern States like Alabama,

,.2 Arkafisas, Mississippi, and South CarofIna are the principal W 2
logers’ under this optlon. These are high State aid/low'Wealth

States, and/districts located in the? lose because .these two QL )

L factors combine to-yield lower compensation rates than those

P - N ..

obtalned currently using the-program s national average minimum

¢

method. Districts in some high wealth/high local:-effort States ?

7

also lose,.apparently because rates, calculated using Optlon 4

' 4

. are 1ower than those obtalned using the program's comparable a
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district method. Distrlcts in New York and New Jersey are the

\

Iy

most striking-examples of this phehom%non. Thelf losses prob- :

. > t— ’

ably occur because this’ OPtlon reduces payments to the several 7

~

s
large center 01ty dlstrlcts which dominate these States.
1] ' “
A somewhat different perspect{xe on the effects of these
reforms is prov1ded in Table 16. It shows the percentage change

1n SAFA dollars resulting from each opt;on for d1strlcts clas- *

sified by degree of Federal impact, metropolltan status, -angd

Propert? wealth. <. Y L
~ )

-

" As may‘be seen, OpthnS 1l and 2 result in across-the-board

‘ .. a4

reductlons for all types of d1str1cts, bui; affect some,gnore

drastlcally than others. Heavily 1mpabted, non-metropolltan ,*Q

¥

and low wealth d1str1cts lose leaét under both reforms, whlle o
moderately 1mpacted, suburbaht\center city, and high wealth

diStricts are the most adversely affected. 'In geheral, the -
' . : o . ~

both optlons, ‘'with d1strlcts experiencing larger losses as.

-

the1r Wealth 1ﬁereases. Thls\pattern\zg'only partially. repeated °

for district class1f1ed by degree of Federal 1mpact That 1s,-
losses under both optlons"tend to be progresélve until they
reach the 10-1% perCeﬁt impact grouplng. At this point the

pattern deterlorates with losses decllnlng for the two least’

-

heav1ly 1mpacted categorles. - ’ ' .

A |
Data showing the percentage of 1976 Tier 2 SAFA payments

.

receiged by dlfﬁerent types of dlStrlctS from using the compa=-
3~ .
rable d1str1ct calculatlonwmethod suggest why these losses occur .

~

pattern of losses is progressive in property wealth terms under

Tk

e

v
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as they do, (see Table 5). The data- 1nd1cate that those d1str1cts
/ « which currently rely most heavm&y\on the comparable d1str1ct «,
: rethod are,, as one might expect, the same LEA's whlch lose the
most, when the use of the method' is restrlcted to heav11y impacted
dlstrlcts. For example,Sglven that distrlcts in the 10-14 per- .
.cent impact grouplng derived over 62 percent of thelr 1976 Tier
2 Impact Aid money.by us1ng the cemparable dlstrlct method
is not surpr1s1ng that .they should lose 1arge amounts when pro-
h1b1ted from us1ng it. Slmllarly, suburban, center city, and
hlgh .wealth districts lose more than othigs because they tend
3 " to rely heavily on the compardble dlstrlct method and are also :
" mote llkely than other LEA's to be lightly or moderately impacted.
The comblned effect of e11m1nat1ng the comparable d1str1ct
* and national a;erage calculation methods from the program and
substltutlng Option 3 in their place is shown in Column 5 of
* Table 16. Asvmay be seen, the most striking difference betwe'en
the first two options and the third relates to”ihe latter's .
effect on payments to districts in the most heavilykimpacted

. category. In particular, whereas Losses to thﬁie\dlstrlcts are

‘relatively modest ﬁnger the first two options (a pr1mar11y

attributable to the net effect of e11m1nat1ng he national average

minimum calculatlon method), they are qglte/laxge»under Option 3.

These losses may be attrlbuted to two factors. Flrst Optlon
(9

3 e11m1nates the comparable district method - a method which | . '

[N

generated over 60 percent of these districts' -FY 1976 Tier 2

SAFA payments. Second, a large portion of the 1oss‘results,from

o
4 .
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payment -reductions experienced by the one large heaVily impacted

>

Alaskan district discussed in preVious sections. That this one’—\\

district tends to dominate the high impact category is eVidenced
3

—

y ~
by what happens when it is omitted fromgfﬁé analys1§ﬁ} When this
is done, the loss to heavily impacted dﬁstricts deelines from

AR S
over$26 percent to only 2.6 percent. Similarly, when this dis-

trict is omitted, the loss to non—metropolitan districts is cut

.. in half (i.e., it declines from -18.2 to- -9.6 percent).

Disregarding this one district, the patterns @f funding
change under Option 3 are not much different from those ob-
"served for Options 1 and’ 2. /fhigh wealth, center city, and.

moderately impacted districts continue to be the most ad ersely

affected 5§\§eforms which use State averages to- approxifhate

what distric expenditures would be,without Federal: ipipact; while

low wealth, suburban, low impact and, for the most part, high

impact districts are thé least affected. .

\\

~.

Table l6 also presents information about Option 4 would’

affect funding for different types of districts. Unfortunately,

due to tec

ical difficulties associated with matching data

.

-from two differentt:purces, we were able to simulate this option

for only 1,885 districts (49 percent). While this sample aggounts

N
for a substantial 72 pércent of all "full reform" SAFA<dollars,
N

it omits, among others, th\\large heavily impacted Alaskan dis-

trictﬂ Thus,. even though our a are likely to be relatively

N\

~

@ . \
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Reform Options:

< '

>

B

TABLE 16: Percenéage Changes in Pully Reformed FY 1976 Tier 2 Level SAPA "A" and "B"
Selected District Characteristics (see text for detai

Payments Resulting from Alternative LCR
led-explanation of reform options).

. e . - ..
B Percent Change Prom: ICR _Reform Option 4 . N
. v ‘76 Tier 2 A+B Pull| ICR LCR, ICR N '76 Tier 2 A+B.Full | percent Change
District Chax-'acteristics Distx'ict;/ Reform Payments * Reform Reform Reform Districts Reform payments From
’ in sample (Thousands) Option 1| Option 2¢/ Option 3]| in sample , (Thousarids) Option 4
% () . (2) (3) (4) * (5) ° (6) t7) (8)
Totals.. .. een... 3,876 § 512,338 . |- 6.57 [ -15.28 -12.87 || '"1,s85 $ 371,158 - 0.47
. . . .
Pefcent SAFA Children b s . Y B . * *
B - .
=100 ciiiiiiiinn. 99 § 75,740 ~ 0.0 f -.03 -2.431f, * 16 Y S, 12,594 + 11234
L T T T R 108 51,476 -~ 3.06 = 9.40 - 5.18 35 |, * 36,742 . + 7.16
ER- s TSN 406 _ 132,952 - 4.16 - .16.50 - 9.14 174 104,138~ - 0.85
= 25 iiiiianeaianaa.. 480 ~ 95,269 - 8.86 - 20.62 -143.46 198 . 80,269 - 2.04
L F R SO 565 79,282 - 16.65 - 23.63 - 16.10, 254 71,205 , - 12.16
100 ciiesonnrenann. 1,245 49,267 - 5,68 - 16.97 -+7.40°]|° 621 40,753 + 5.90 *
than 5.,.ceeeeeeenn. i, 973 28,356 - 7.52 - 15.86 - 6.64 587 25,458 +11.68
, ’ e '
Metropolitan Classification . K - A o ; -
. . .
Center City 252 S 14%,130 - 9.33 - 18.61 *© - 10.51 227 _§ 121,865 ~ 2.82
Suburban . s 1,045 “167,996 - 9.37 -17.78 - .9.72 751 | 351,014 , "+ 3.53
Non-Metropolitan 1,938 183,235 - 2.17 - 11.04 ~ 18.16 853 9€,746 - 3.9 -
 Unclassified a/ 641 19,973 -4 - 9.59 - 7.55 54 .1,533 + 9.80
- o . \
Property Per Pupil b/ . ., © 2 ™~ B .
T
Lowest Quartile . 898 ., § 163,926 -, 3.06 | - 12.06 - 4.66 ||~ . s19 $- 130,068 + 9.50
2nd Quartile ~ 799 106,568 - 4.18 | 7 16.16 - 8.15 475 96,722 . + 6.34
3rd Quartile . 696 73,749 - 13.15 | - 22.81 - 16.34 ‘42s. 65,389 ., - 7.45
Highest 253 Lt 673 83,902 - 15.72 - 25.43 - 19.80 403 76,956 ° -19.90 - '/
/f - h i 1 . * ™ 2
- - s

2/ These districts could not be classified by mesropolitan status. Hw’ever, most are small and thus likely to be non-metropolitan in character.

. s

v -

b/ Districts ciassified based on within-State rankings. -

- -

€/ To simulate this option, LCR's for heavily impacted districts were retaj.né’d.‘
parable district method, the option gives these digtricts the latitude to use it and thus retain or raise their current compensation levels.

A more conservative methodology~which wqﬁ:.gxa;ect d, woyld have assigned high impact districts not now using the comparable district method
a rate equal to one-half their State‘s average nor?-?ede:ul expendituzes‘per pupil. | Y

Even though some 'of these districts are not:now using the com-

- . . .
SOURCE: 0ptxons‘ 1-3: percent SAFA Data derived from 1976 SAFA Program Data Files; Metro Class derived from 1970 Census -- 1976 SAFA Program
. Data File match; Property derived from 1976 SAFA Progsam Data Pile matched with 1974-1975 Equalized Property Data (Average Local

State Average Expenditures for Option 3 derived” from 1974-1975 ELSEGIS Data Pile). .

\
.

. ) . - .
- Option 4: Same as above matched with 1974-1975 ‘ELSEGIS data on district revenues. . ! .
: L4 . . . . " . % N
i . - t - o * - -~
" ERIC 26 . ° ~ -
‘ ' - ' N M ~ " A vz f
ERIC . . : :
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confidence in the dﬁta.shown for districts with between 50 and.

100 percent Federal enrollment and for rural and un013551f1ed
categ&raes is not very high: as a result, the following analysis

. < e

of Option 4 is brief and very tentative.
: . . ; .

Y #
1

Based on thé limited data at hand, it would appear 'that an
LCR reform which guarantees all dlstrlcts the1r State's’ average
property base but allows payment rates to vary in relation’ to
dlstrlct revenue effort results in a progre551ve pattern of ™~
galns and losses for dlstrlcts cla551f1ed by property wealth<
In effect, our results‘make it apparent that if all districts

- had equlvalent property wealth but were permltted,to calculate

their compensat;op xates on.the basis of- individual revenue

effort, then current payments to wealthy districts would decline, -

whilé those to less wealthy districts\woPld increase. 'These'»
- findings tend to substanhtiate the claims of many Impact Aid °

_crltlcs who arque .that the present program is too generous to \
a
wealthy dlstrlcts whose revenues (and c0mpensatlon rates) are

hlghgeven though thelr revenue efforts aréulow

Technlcal ‘problems make it difficult to 1nterpret résults \v

‘. .

for dlstrlcte_cla551f1ed‘b% degree of "Federal burden, espeoially'

o3

o ¥ d

. ’ . N .
This is particularly the case for.the highest impact_oategory{¢

- . . \
as these pertain ‘to di'stricts ip the two highest categories. - .\\\
* . 4

since our sample does not contain the one Alaskan-district that

we know dominates this grouping. One surmises that had oﬁr

14

sample been‘more,complete, gains to this category would have

126

o '
. .

.
.

4
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b
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been .somewhat lower thah shown == primarily because of the
- LS N . . -
"N . effect the option would have on this one 'district's funding. . ..
- N O’ . . .4
Co ,Disregarding for the moment these technical problems, it 3

would appear that the fiscal-impacts on districts classified
by degree of Federal burden only partially conform to,what one : ©

. . |
might expect if it were true that property wealth incrpases i

and tax effort decreases as the degree of Federal 1mp3

declines. That is, if theéE'varlables were highly “interrelated, i
~ N s |
one might reasonably expect Option 4 to result in increased pay- |

i

»

Jments for heavily impacted distrlcts and in progressively and

-

.substahtially reduced payment$ for moderately'and lightly im- s
pacted distrrcts: N o |
" In fact, although the patterhs of change are exactly what<

’ . . .

LR

¢

- ! '

categories, payments>actually increase for distficts in the.

v ¢ ‘

one might éxpect for districts in Heavily and moderately impacted Ty ‘
-+ two most llghtly 1mpacted grouplnqs. . Since earlier we goted -J

that these d1str1cts have about average property wealth per

AN

pupil, one can only- conclude that tax efforts in these districts

are higher than expected -- hlghyenough to raise, their payments
' n . A 4

above the amounts they receive, using current calchaf!on methods.

Insofar as th1s optlon can be cons1dered an improvement over .

present calculatlon methods, ‘it once more appears that Riajor
\.‘v
overpayments -are. currently be1ng .made to" high wealth and moderately 2

impacted dhstrlcts, especrally thpse w1th Federal enrollments '

.

of between lO and 15 percent. Center city d1str1cts are also -

LI

rece1V1ng hlgher levels of compejizﬁ?on under the present program

»
9 . ) - N .
.
ull Text Provided by ERIC h . . .
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"wealthy ones that are moderately impacted lose.

-averaqe revenue or expenditure patterns of‘individual States.

R ~ Y N

than they would under Option 4, although these payments do not
" L —. .

Rl

appeer to be exoessi%ely large. Given the poor quality of data

J— \
"that _is available, it is i possible to draw any strong conclu-

. N /
. . . . . . - T . . .
sions’ reqgarding heavily .impacted and non-metropolitan distwict

payments.

Perhaps the&most meaningful conclusion th can be drawh

from the precedinq results is that although Option 4 has a
relatively modest impact on the overall level of SAFA funding;
"1t does seem to résult in significant shifts in funding among

different types of districts., In particular,’ poor districts,

Wwhether heavily or lightly impacted, seem to benefit, while'

As stated earlier, reforms examined in this section mowe

away from the present practice of relying “on biased or exces- -
sively inflated estimates of what district costs would be with-

out Federal impact. They do this by restricting or eliminating

use of comparable district and/or national average calculations
X

‘and substituting in ‘their place other methods based on thé o

- Though none of these reforms lS perfect éll achieve -some measure

of re%orm. Options 3 and 4 orobably come closest of all

reforms to ach1ev1ng a balance between the competing factors

described earlier Both make regsonable assumptions about Federal

impact, and both are reiatively eveqﬁpnded with respect to

.

»
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dlfferent State finance svstgms. Gpéion 3 has the added advantaoe

. of being the\eas1est reform to 1mp1ement -- a feature that
S &

recommends 1t\over Option {4, whlch is by fag§the nost admlnlsw

\
tratively dlfflé&lt of all reforms examlned. On the other hand, ;

3

disregarding for the moment that our data are 1ncomp1ete, it

\

would appear that if» dlstrlbutlonal effect 1s a major selection

cr1terlon, then for the mostrpart Option 4 is the more appeallng

’ of the two. >

.
.

.Options '1 and 2 do not measure.up nearly so well on the

basis of these criteria as Options'3 and 4. One suspects that’
( [ -
thls is prlmarll\\because both tryfto work with the current pro-

gram's compensatlon mechanlsms. of the two, however, the second

4 ~

option makes e most reasonable assumptlons regarding Federal
impact and

also more evenhanded. Unfortunately, Option 2

_—

_1s also the harshest of all reforms, a- fact that w111 lead many

to 1gnore it completely., _ b , :
- _ -
From our results one thing seems clear: Certain districts

generally,have'more to fear thanhothers from reforms that move‘

toward 1mproved est1mates of Federal 1mpact By far, those

_ with the most to lose are hlghﬁhealth districts and dlstrlcts

4

which are moderately impacted., Districts located in‘1ow expen-
dlture/hlgh State aid States (espec1a11y those in the South),
also have much to lose.from reform. ' . //::\\

)

Those which lose Ieast from reform (or gain) are poor dls-

trlcts. &ndeed, the one constanti\in a11 of these reforms is

. that they tend to be progress1ve on- wealth. Heag51y\impabted.

ERIC | 129,
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districts are also relative ."gainers" from reform if one dis-
/ .

o r?gards reductions to the one unique Alaskan district which .
e

)

ssult from Option’3 (and probably Option 4). Surprisingly,

. . x4

districts ir fhe two loa;st categories of impact do better than
- . \ A

expected under most reforms and éven gain under Option 4: {

,Einally, distgicts in high expenditure/low State aid

States also‘dghreiatively well under most Lf the:ngigrms3
.examined, especiallly under Options 3 .and 4, the reforms whieh
most improve :afrent arrangememts. ) '

¢

Modifications to Achieve uére Equitable ' R
- Impact Ajd Distributions to Districts

i

As has been demonstratedf the current pregram makes payments
to lightly meacted dlstrlcts that do not seem tb be burdened
by Federal activities and which may even benefit from their
‘Fed@ral connection>\J4n\l976, such districts constituted over '

one-half of all eligible program recipients and receivea:abput /

~ - .

“20 percent of all Impact Aid dollars. As we ha;e noted,~critics
of the program argue that these payments overcompensate llghtly
'impacted d1str1cts and represent a low prlorlty use for scarce

Federal resources. This section examines the present program's
provisions for deaifﬁg with these problems and investigates

how eligibility mechanisms might be stxengthened to achieve a

more equitable and efficient distribution of Impact ‘Aid funds.
. L4

)
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Although many have arqued\khat Impact Aid compensation

N

ought to extend to-all Federally connected chlldren in every

affected school dlstrlct such’ cla1ms have always been rejected. -

From the PFederal. perspective, universal ellglblllty COnfllCtS‘
with national educatlon priorities)and basic program goals.

It is also administratively tmpractic¢al. For exXample, many

Y

districts contain only thrée or four Federal s"‘dehts. Such
districts have only a m1nor claim on Federal funds because 13

relatlve terms their burdens are small and can_be easily -
E ~

absorbed from local resources. Maklng payments to these dis-
tricts would be wasteful and 1mpracthal because the money

cquld be bettear spent on those who,really need support, and

"~
because the adm1n1strat1ve gﬁsts 1nvolved in maklng these

awards would likely be greater than the resultlng payments.

The present program S elnglblllty requlrements were enacted

to prevent such payments. Speclflcally, the current program

e t

restricts part1c1patlon toﬁdlstrlcts that have a Federal enroll-~

ment equal to at least 3, ercent or 4001total chlldren, whichever .
P ¢

is less. 1If the’ 3 percent threshold ts used ‘a district must

~have at least 10 Federal chlldren .to qualify. The 400 child

threshold is essentlaily a COnceSSIOn to 1arge c1ty d1str1cts . .

which  would not qualify under the 3 peroent mlnlmum, whlle

-

the conditional 10-child restriction limits participation by

’ » <

very small rutral districts which would otherwisej

the 3 percent rule, even though they might have®

two Federal childrerm. -, . . 4
g . ) i . - )

~ LS
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'G\fprOViSion in the 1974.Amendments which beginning in 1978,

"',, “‘ . A . ]_07.‘

ra
4 v

Although the pressnt program S, ellglblllty prOV1510n$ solve

..avg

the problem of making some deminimus payments, they may Be

..—..__—_._“

L e
critic12ed on several grouhds. For example, they clearly do
/ . -

not prevent payments to "borderline" gﬁstricts ~-Ji.e., 'districts
,/

which are lightly impacted but just barely manage 'to meet the
eligibility threshold requirements. That these drstricts rece}ve

as much Impact Aid money'as they do stems (argely from the-
Sy / A

current practice of. paying qualifying dis ricts for all Fede;g{{

children. That 1s,-once a district meets or exceeds one-of the

minipum thresholds, the‘program pays the district§ for every
Federal ochilg, evenathose who are below the program's eligi-
bifify minimums." . ' o '

(‘;ri'tics of ftheiesent program have correctly observed that )

because of these p tices, Impact ﬂud eligible districts are

treated very differently from ineligible districts eve hough .

.

the 1atter _may have about the same number of children who are
Federally conngcted. ', Thus, a district that barely meets the
4
L3

eligibility requiremepts of 3 percent or\400 Federal children ‘

receives payments for all such studentsr while a district with

" Fon - A

2 99 percent or 399 Federally connected students receiwes no l//
payments at all. Critias ask ;hy some districts are, regulred ) (
. to "absorb",nothing, even though they may be lightly impacted 1 e
and could do so. if required. - ‘ ’ ' . N
In response to these cr1tic1sms, the Congress included a ' \\\

requires e11gib1e districts to pay the full costs of édﬁtating ‘ -

LI

a minimum percentage of their Federally connected children. * >

v - ~7
N 1%
f
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This "absorption" provision (Section 3(d)(2)(A) of the present

~

law) partially reduces the inequities ‘associated with requiring*

>

some, but net all, dlstrlcts to pay for edu\atlng a m1n1mum

number of their Federal chlldren.

TR e

Although this provlslon is

, - . A& step in the right direction, restriction
£ g

~

;Gn the way .
it is to be implemented will limit its effectiveness.

The following discussions examine the present absorption 0 . .

.

provision in more detail and suggest how it might be @bdified . L8,

and strengthened. The ‘changes we will examine seek to improve.
. A .

targetiné,of Impact Aid funds on heavily/burdened districts

ST & VT T (O TONRETYT el W

and achieve a more equitable treatment of all dlStrlCtS, ellgl-

R ble and 1ne1191b1e alike.

i 2

In order to assist the reader in the b

analysis of these bptions, Figure 3 provides a brief overview

o \
of the options, noting their strgmgths and weaknesses in achieving
. ' 4 -

«Feform objectives.

B r
A8

Absorption Reform Based
Oon Current. Law

/The current absorptibn prov1slon is’ designed to e11m1nate

« B

payments for a minimum number of "B" category students. The

®

number of children for whom payments are eliminatea is defiVed

by multrplylng a district’ S, average daily. attendance by one=- half

the percentage of "B" category students ln certain Impact Aid

L]

dlstrlcts. In 1976, "B" children constituted about 4 percent ¢ .’ -

of total ADA in these-districts, hence the absorptlon percentage

would have been about 2 percent.

1 .
. » fona
’ \

o -

. -
.
.
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had the absorptlon provision been in effect in 1976 a ¥ ¢
»

rollment of 200 would

Thus ’
.district w1th an ADA off2 500 and a "B" e

dren and would have
o

have been pald-for oply 150 of its "B" ¢

had ‘to absorb the fuli GOt of 50 (i.e., {2,500 ApA x .02 = 50 _
"B" ,children t be, absorbed) i - \M .
As we haveTno@ed rrent prOV1s1on s effectiveness ig

greatly restricted by several 11m1tat10ns
!
are excluded in computing the districts'

First, "A" children

ADA for purposes of

calculatlng the absorptlon Percentage. Second, the provision

does not apply to distriets where "B" children comprise 10

'percent Oor more of this ‘adjusted ADA, or where Impact Aig pay-

ments constltute 25 percent or more of the current Operating

budget. These~eXempted dlstrlcts\\and those Impact Aid distridts‘
e P
with no rB" chlldren, are also ‘excluded when determlnlng the

-

average percentage of "B thldren in ADA. Thitrd, the averaqe‘

percéntage of "B" children cannot excedd 4 percent thus limit-

1ng absonptlon, which is one-half of this perCentage, to 2

.

percent. Flnally, no d1str1ct 1s required t0<absorb the costs

for more than 300 "B" qhildren. These, Jlmlts on\the absorptlon

assure that it w111 not result 1n the “total ellmlnatlon of pay-

LY

ments for any local education agency s1nce, by definltlon,

»
'

Impact Aid dlstrlcts must ha“e\at\least 3 Pbereent or 400 Federally

! v

connected children.
The current‘ﬁrg;:slon constitutes a ﬂbdest cost sav1ngs
[

-

measure (FY 1978 sav1ngs are eptlm ted at about $27 mllllon)

\ Y \ ..
}:34 \ A : 'v\
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‘children. a7C)n ‘the other hand, even when this absorption ;s

) present limitations wh1ch restrict its effectlveness. Under

. , A LI B &
- i .

The sav1ngs are’ achieved by sllghtly reduclng payments for "BWs’

‘children in only the most 1lghtly impacted d1str1cts, on grounds

-

that “B" children are the }east burdensome. To some extent, .
[ . £ . \
this absorptlon addresses the criticism that Impact Aid 1s in-

-
»

equitably distributed, since 1t reduces p&yments for the }owest~
impact districts. It also prov1des more con81stent t;eatment Lo

of elidible and 1nellglb1e 1ow Impact Aid districts b& requlrlngg

both to bear the full costs of educatlng some Federally connected

e

1mp1emented 15 percent of all Impact Ald funds’ will be paid to

over 2,000 lightly impacted d1strlcls where Federally connected;__

children comprise less than .10 percent of total enrollment.

While the'current absorption is an improvement over past prac- ¢

\

tices, it is not designed to result in a significantly more -

: 3 ‘ . ~ -
equitable distribution of Impact Aid dollars, .ﬁff/
> ! i -

The first absorption reform option to be examined in this

.

sectlon bu11ds on the current prov1s1on but removes most of the

»
[y

this optlon, no maximum would be set on the percent.o;\number

os chlldren for whom g district must absorb costs, and nowdistrict '
would be exempted\from absorption (or the calculation of the
absorption percentage). This option is des1gned to extend the
appllcatlon of absorptlon to all Impact Aid dlstrlcts and to
completely éliminate payments for some of the most 1lght&y

! -
1mpacted o

.« o _’s.

L
e v



. FIGURE 3: OVERVIEW.OF ABSORPTION REFONM OPTIONS Pege .
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. © Extends absorption provision to ell districts. ‘.

© Reduces payments for hut burdcnlo-o "8" children. -
4 + |+ © Roductions areé progressive in tcm ,of degree of impact and
LT . propezty wealth, . N
i -~ d k] PN * - N
\ o Elin{Rates rc\lctlvcly few districts (455). B4 b
.1 CURRENT ABSORPTION WITHOUT ' R B - .
R . LIMITATIONS Con N
. ,© Does nat adequately adjust for burden. Overadjusts for "A”
. . children who may represent an absorbable burden in low
* .. impact districts. -

. ’ © Payments will continue for many 16w impact districts.

B ~ ¢
* o Impact Aid districts will continue to receive payments for . \\
. s * * some children below the eligibility threshold.- (\ @

. . 1 Y
> ki LN : < 7 g N X
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- R LEY
- Pro v .

, . 2 BURDEN-BASED 'ABSORPTION -- Disgrict impact are taken into account.

absorbs costs of educating a number [

= of Federal students equal to a speci- o Eliminates payments for lov impact districts and rechannels
) . fied bercentage of the district’s fundB to moderete and high hpact districts.

non-Federel enrollment, The Mer 4 v

N system is eliminated, and fu.ll . o Simplifies program by oluunn.lnq complex tier system.® - R
N entitlements paid for remaining

Federel children. ‘ .0 Impact Aid end non-cugtblc_ districts treated equitably.

- . &n . ¥ -
. - dea A o"Eliminates many districts (ovsr 1,900) from the proqki. .ot

. Pro . . .
, . o Effects generelly progressive in terms of degrée of impact.

. © Districts paid only for studsnts representing above av-ngc
‘ . . * Pederal irmpact. 5 P ‘ i
R : . / R .
~ ~ 2(a) 3 Percent Ablorptloﬁ Con

. . - . Foverall prognn costs lncreau, alnh effects of Wbsorption are -
: o not encugh to cffset payment at Full entitlements for "p" .
. children and public housing children. Hoderately impacted
/ ‘~ districts c:cperlancc large gdnl in payments for these children,”

- - O Although lcucvhat progressive with respect to effects on . . ¢
. . ™ districts clessified\by property wgalth, greatest qlncrcuulé R ’
' '\. ard for high wealtNUdistricts, \

v
b3 K -
* - Pro v .

® * 3o Progres “in offects on districts. classified by ippact and
’ ~ 3 property 1th. M S

0 > ’ M

2(b&(c} .4 & 5 Percent Absorptions . ' © Reduce overall progranm costs. | ’
. " T %, . *\- *
. - © 5 percent absorption hurts cities thé most --
M } . J . payments to these districts by over 30 perce &
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. impact.
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Although this first option.has the advantage of strendgth-
ening the current absorptiod provision, it can be criticized

on’several'groundsu One can argue that it does not adequately

adjust for dlfferences 1n burden associated wlth particular
types of children or for,overall Fedefel impact: on districts.
By not,requiring absorptlbn of "A" children znd excluding-
thgh from the ADA count on whleh the pércentage of children to
be absorbed is calculated, this option overadjusts for "A"

chlldren,agho may well represent an absorbable burden in

-

lightly 1mpacted dlstrlCtS. >

s

Finally, the,problem remains that under. this option, non-

Impact Aid districts cohtinue to pay the full costs of educating

.

all of their Federally connected chiidren, while many Impact

Aid districts are paid for some children below the eligibiltiy

>

- . .

Ehreshold. . -

Absorption Reform Based
on Federal Burden

~
v

An alternatlve absorptlon approach can be devised which more
accurately adjusts for deferentlal burden and relative Federal

Based on a design orlglnally developed by Battelle,

‘this"absorption would requlre each district to assume the full

costs for educatlng a number of Federal chlldren equal tB a

spec1f1ed percentage of its non-Federal average daily attendance

I(ADA) “ )




a

This absorptlon option has several features which recommend

‘it for further cons1derat10n. First, when total Federal ADA is

\ calcurated the absorptlon adjusts directly for different student
N .

burdens by multlplx;ng each "A" and "B" category child by his

4
or -her entitlement weight. Second, each d1strlct s non-Federal

I3 -

ADA ,is .adjusted to chlude dall non-burden students by subtractlng'
weighted Federal ADA from total unwelghted ADA. . Quite simpl?,
non-Federal ADA is inflated by that portion of Federal ADA which "
does‘not constitute a Federal burden. Finaily, by absorbing

on non-Federal rather than Federal students, different degrees

of dlstrlct impact are automatlcally taken into account.‘' That

- h]

is,. multlplylng adjusted non-Federal ADA by the absorptlon per-

N

centage in order to calculate the number of Federal students a

dastrlcg will have to absorb reduces the number of ch1Idren who
- 3
must be absgorbed in heav11y 1mpacted dlstrlcts and increases

1 » -

the number/in lightly 1mpacted ones.

An illustration of how this "burden-based" absorption- reform
- help clarlfy how these various’ features comblne tb
affect SAFA payments and student counts 1n5d1fferent types
districts. For example, if absorptlon were arbitratily set at

3 percent of non-Federal ADA, a heav11y impacted d1str1ct whose

total enrollment of 1,000 was comprised of 100‘non-Federa1 stu~

dents, 700 mglitary "A" students, and 200 military "B" students

¥
- . T—gy
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(-

\ﬁbuld calculate its absorptlon and SAFA grant’ in’ the

follow1ng manner: 1/ . .

> M . -

N

First "A" and "B" student counts would be ad]usted by
thelr entitlement weights and added together to arrive

AN

\\\\\:t a number of total Federal children that reflected

Al

e relative Federal burden associated with each type
'os\student. In this instance,'700 military "A" students
&ouldﬁbe\multlplled by thelr entltlement welght of ~
1, and 200,m111tary "B students would be multlplled by
.’~ their welght of 50 These results would then be
added to arrive at an, adJusted Federal student count of

800 (i.e., 7(1) (700) + (. 5 ) (200) .= (800).. . -
Next, these 800 adjustgd Fede\\i\students would be

subtracted from’ the ‘district! 's total\ADA of 1,000 to

‘arrive at an adjusted colint of “200 non=

This number is adjusted because, in addition to the

P

actual count of 100 non-Federal students, it includes

. ‘ . R .
.1/ The calculation for this illustration can also be summarized
~  asfollows: -

Total ADA.ceeietitinireenennenennnnnnn. s e e ecsencs e 1,000
Adjusted "a" M111tary ADA (700 x- 1‘ ............... e 700
Adjasted "B" Military ADA’ ¢200 x e5) ettt i 100 .
Adjusted Federal ADA (700 + 1 ceedenn 800 o
Adjusted Non-Federal ADA (1,000 - 800).....,..?...:. 200
Number of Children to be absorbed (.03 x 200).%...%. 6
Number of Children for Whom SAFA Payments )

Are Made (800 - 6) . S et et e et st e e aeeeen cereee 794

— - ‘
L) . V . N
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"military. "A" and 20 military "B" children, the¥3 percent abgorp-
\\'Slnce the number of students to be absorbed (i. e., .03(980)—

‘count of 20, no Impact Aid payments<wou1d have been made to the

sent: a federal bufden‘(ih this ihstance,‘dne-half the
206 malitary ;B" ehildren). " |
@ - ‘ CAN ‘ ’
Finally, the 200 adjusted non-Federal séhdents'would
‘. be multlplmed by:"3 percent ‘to arrive at the number of \
\ Federal chlldren the dlstrlct‘would‘have to absorb.: ’
In this example, the dlstrlgt would have to assume
the fuil costs of educating six of its Eederal stu- . oo
dents (i.e., 03(200)= =6), wh11e the Federal gdvernment
would pay the district its full 1ocaL contributlon
rate for each of the . 794 remalnlng Federal students.
A 1ess,g2aV1ly 1mpacted district would be treated quite

dlfferently by this absorptlon. ‘To take an extreme but not un-

cdmmon example, if our hypothetical district had had only 10
tlon would have been applied to a total non- Federal ‘ADA of 980 //

29 4) would'have been greater than the ad3usted Eederal chlld .‘ -

L

, ' x
dlstrlbt. * o , ¥
' Althoﬁgh it may not be readily apparent, this‘reform pro- ‘

V151on will also result i con51derab1e program ratlonallzatlon ‘ -

and admgnlstratlve simplification. 1In partlcular, absorptlon

of thls “form ellmlnates the need for a tier system ‘to prorate® '

entltlements. .By reauc1ng total program costs and’ by

. )
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d
this absorptlon permlts the Federal government to

pay the full'costs of educatlng all’ non-absorbed Federal stu—

dents.. /\ﬂn ad 'tlon, if the absqrptron percdentage wére set
equal to or greater than the Present eligibility. thresholds,
then the latter could be dispensed with entirely (i.e., absorp- *
tion would replace or substltute for the present e11g1b111ty
cr1ter1a) / Establlshlng a single ellgibllaty/absorptlon
threshold would have,the added advantage of treating e11g1ble
and ineligible districts on a more equltable basis, because

ineligible districts would no lon?er have to absorb the costs
\

of educating a percentage .of non-Federal children which is

[§

greater than that absorbed by e11g1b1e d1str1cts. _

If one accepts the argument that Impact Aid payments should
be more heav1ly targeted on high 1mpact/h1gh burden d1str1cts ' _
than on districts that are lightly impacted and can afford to ‘\
pay thelr own way, thendthese results are reasonable and progres-

sive. In effect, the absorptlon reform .should' accomplish a

- significant amount of fund rgdlstrlbutlon. On the one hand, .

. it should e11m1nate payments for all children in the most

% ’ ! * %

.
‘6 bd * e

¥

l/ This is only equltable. If school d1str1cts are required
"~ to pay full costs for a share of their Federally connectéd
children, the Federal, government should pay full entitle-
ments for non-absorbed Federal students.
2/ The 10-child minimum would be retained, however, to prevent
deminimus payments.

. €
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lightly impacted local education agkncies and for some ch11dren

" in all but the most heaV11y 1mpacted ones. - ,On the other hand,

«

because final payments to non-absorbed ch11dren are made at 2

full LCR (rather than at some prorated amount spec1f1ed by t

tier system), many heavily and moderately‘lmpacted districts
should receive _more aid tham they wpuld w1thout absorption.
That is, this absorptlon should ‘eliminate payments for 1lghtly

1mpacted districts and partially rechannel these savings to

~

districts that are more heavily impacted and in greater ﬁeed s

)
-
-

of Federal support. - . .
¢ - pp - . . . . ‘

Three variants of this "burden-based" absorption reform option

N a

have been examined. These variants differ only in the level
¢

of absorption each spec1f1es. The first optmoq sets absorptlona°

equal to 3 percent,\whlle the second and third varlants requIrew\

¥

respectlvely 4 and 5 percent absorptlons. These levels were
selected because they proyide a range of options for redu01ng"r

or ellmlnatlng payménts to lightly impacted diStrlcts whose

« -~

perc!htages of Federally connected children are below or sllghtly

. . above national average Federal 1mpacn Essentlally, all of

~

- these absorptlons seek to, eStabllsh the pr1n01ple that the

N

Federal government [ respons1b111ty "extends only to those d1s-

tr1cts with an above average ‘Federal 1mpact .and for districts

. I<j .
© that_have such an 1mpact,...only to the costs of educat1ng the
students gbove that average." 1/ i / - Tl

. B - ' © oy

! M - :,'
1/ Battelle Memor1a1 Institute, School Assistance for Federally
Affected Areas, 1969, p. 117. .

spstes
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e The 3 percént absorptlon was chosen because this: was -approxi-

mately the natlonal average Federal impact that was calculated

L)

'us1ng Impact A1d program child counts.—/ The 4 percent var1ant-
is an upward adjustment 1ntroduced because our data have not~/
permltted us to calculate average 1mpact using Federally connected .

students,ln non-Impact Aldrellglblq dlstrlcts. Finally, 5 per-

>

cent was’ selected: as the maximum absorptlon llkely to 1mprove
the program s ab111t "to target funds’on heavily 1mpacted d1s-

T tr1cts. A hlgher-absorptlon would probably result in unaccep- °

tably large losses for moderate and hlgh impact d1str1cts.

) . . ) 8 - o
A ' . s

v

o

Effects of AbSOrption Reform -~\' .

s

The d1scuss1on ‘thus far has focused on the cdnceptual Justl-

¢

S B&catlon and, des1gn of each of the absorptlon reforms without
‘1 -
: : . . \

L L o x

1 '- J ~ = ' ‘»

f o l/ on ar overall natlonal basis, the student count’ s1tuatlon is
e i approxlmatelx, as follows-
o . - ’ <

3(a) Students (welghted.................... . 364,946
3(b) Students (weighted) veveeinnnenennnn... 930,496
Section 6 Students (weighted) s ivvveuennnnu. 42,000

/ ) ";- Total Federally Connected Students...... 1,337,442
//'4'~'_h Total Students (Approx1mate)............ 45,609,000
, ' S Percent of Non-Federal..............« _3.02'
- b Percent Federal of Total............., T 2.93

-y
Number of SAFA ch11dren based on 1976 SAFA program tapes and
adjusted by entitlement weights. Total studehts obtained
from The Condition of Edudatlon, 1977 edition, National Center
for .Education Stat1st1cs, p. 30

-
i < - N
& .
N ‘

*
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examinlng whether any of these optlons actually results in a

more equltable dlstrlbutlon of Impact Ald fundsz Th1s @ectlén

3
5

takes the analysis’ one step further by rev1ewing what happens tL

3

to the d1str1butlon of program dollars when each of the reform

*

options is’ 1mplemented. ‘ R toL - .

Table -17 prov1des a summary of the fundlng changes whlch
would result from the four absorptlon reforms. The table shows
FY 1976 Tier 2 "A" and "B" full reform payments for districts

: é :
classified by deg§ee of impact, metropolitan status, and prop~

erty wealth, as.well as the pe£ggE§;z:;fhanges in thes amounts
that\yould result from each of the absorption refprm
options.

L] : . . v
. 3 a *
As can be seen; -the first absorption reform, which removes

the limitatidns from the current provision, reduces total "funding

py about 20 percent and eliminates 455 districts from" the prograi.
t

These changes are as’ large as they are pr1mar11y because the ¢

absorptlon percentage for the option is approx1mately,4 7 percent.

0

This is more th?n double the current percentage and results

" from including all SAFA districts in the cbmputation of avérage
"B" impact and remcving the 4‘percent magimum limit on this -

. Y

.calculation. . ) - . .
51\

& é?& A5 N N . . he

»‘(

*Savings dndqi this option are thelresult of reauce&npayment

_for all classifi ations.of districts, although the=largest reduc-

.~

tions are 1ncurred by districts in 4he llghtest 1mpact categorles, .

particularly those in the grouplng With less than 5 percent
< _
Federally connected children. This lowest impact category suffers
C e ]

. f * . 4 -
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TABLE 17; Chandes in Full Reform Tier 2

, .

A + B Payments Resulting from Alternative Absorpu’ﬁn Reform Option§

o g .
. . Changes Incurred By Imposing Reforms
- ° . | Current Absorp.With No Tier .Absorption Based on Federal Burden: - R
t ) FY 76 Full-Reform Linitations Removed 3 Percent 4 Percent 5 Percent
District ch teristic .!__(Through Tier 2) 1 (Through Tier 2) 3
18ErL aracteristics . A+B | Number of . % Change |Number of , & Change | Number of % Change | Number of Change ‘
. ¥ of Payments Districts in A + B [pistricts in A + B | Districts in A + B | Distracts ina + B
Disfricts ($ in 0000) Eliminated, Payments |[Eliminated Payments |- Elimina{:ed Payments | Eliminated Paymonts
4 - (1) (2) . (3) (4) (5) (6) (7 8y~ * (9) (10)
= g — t o .
ALL SAFA DISTRICTS.....qeoi.... 3,876 & 51%733 * 455 - 20.26 1,953 +6.23 ! . 2,316 - 7.48 2,530 - 18.98
. } . - oot \
Percent SAFA Pupils (Unweighted) i Tt ‘ .
N . +
N 75 - 100 99* $ 75,73 | - -1.21 ‘ ] 41,97 .0 +1.74 o +1.52
N »
50 - 74 . . - 108 51.47 - , "~ 3.20 I 3 +12.64 3~ 419 | 3 +9.74
25 - 49 ¢ 6506 132.95 T - - _8.72 17 +27.45 19 ) +21.37 A 19 *+15.3¢
< ’ - . B kY ‘
15 - 24 ag0 " 95.26 - - 17.32 43 +29.55 . 56 +13,53 S8 - 2.48 *
‘ 10 - 14 565 79.28 - - 31.76 97 +22.11 154 - 18,50 267 - 57.00
.o 7.
s- lo 1,245 4926 - . - 4s.50. 829 -61.15* 1,113 .- 88.78 1,194 -97.1% -
- Less Than § ) 973"~ ~ 28,35 455 - 83.63 ‘964 t e =99.24 971 "= 99,94 973 . -100.00
’ N, e .
s “ . « ) « .
Metropolitan Status 38 [ X , . '
) A * (i . + -
*  Central City ‘. . 252§ 141.13 12 - 306 | 12 +19.40 " | N 139 0 - 22 161
Suburban ) . 1,045 ‘167,99 170 - 22,18 83 - 0.28 ! 70I4rf . - 11.28 +759
Non-Metropolitan 1,938 183.23 257 . - 1.8 956 . "+3.31 . 1,135 - 3.93 1,248
M (] .
Unclassified a/ 641 19.97 , 22 | . £10.65 . 309 - 5.30 : 338 - 10.16 3;?3,
. Property Per Pupil b/ . . i | ’ 2 . } e
. - . B Iy
. : N 13
- . I . 5™ . c
3 Lowest Quartile . 898 163.62 99 - 13,40 403 - +8.90 a7 ¢ +1,22 r 529
' -
2nd Quartile . 799 ®  106.56 110 T - 24.60 407 +3.91 | 378 .-12.9 |7, sso ®
. N 1] . K
3rd Quartile 696 ©73.74 11 - 27.32 389 < 3.20 ‘r 454 - 18,04 | * 2#s09
‘Highest Quartile 673 83,90 97 - 34.45° 370 / , +13.33 435 - 16.38 . 475",
: - N - - .
- v - i Fe [ S
g . . ! : R

a/ These districts could not be classified by metropolitan status.
» b/ Districts are classified on the basis of withi;\-State rankings.

o~
. SOURCE: 1976 SAFA Program Data Matched

PR )

.9‘145
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)
h ’

th 1970 Census (fetfdpolitan Status) arid 1974-1975 Bqualized P

: 3
However, most are small and thus like to be non-metropolitw charactek. {,
.

.
*

roperty Value Data (Property Per Pupil)

&

o

1,7
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»”»,
- redu:tgoﬁs in payments ‘of about 85 percent, 1nclud1ng losses L.
of 100 percent in 455 d1str1cts.»° -

-3

Sinfe low 1mpact districts frequently are metropolitan in

character and are often in the top two quartiles of _property ’

wealth, large reductlons for dlStrlctS in these classifications’

Y

are- observed as well. °The smaller losses in the-high impact

categories probably are the result of the low concentratlons

of "B"_chlldren in these dlstricés.
’f The-fir sorption .option is an 1mprovement over the
P

current provision and ‘has several features which_ may make

. ¥

it attractive as a reforﬁ strategy. It-achieves significant

cost savings by spreading payment reductidns across . ,
' Kool

V1rtua11y all d:Lstricts\L Jdne addition it is progre551ve,

in that the largest reductions occur 1n the least burdened
- 4 ] ,»‘LW~ ) . /
districts. Finally, since only a relatively few distrlcts

would have their payments eliminated completely;zthe

reform has a certain amount of‘political appeal.- .

»
]

i q)On the other hang, thlS option can be critlclzed for not

¢
ddequateff;gg)usting for Federaﬁ burden. Low impact distrigts

with small "hum bers of."A" children could easily absorb. the costs
D/
ofceducating these children. 1In addition, under this optlon,

4

. most part1c1pat1ng districts would continde to be 1n the. two

’

lowest impact categories and would also continue to recelve

AN,
their funds in relaf!vely small per pupil amounts.

The 3, 4, and 5 percent burden-based absorptfons are s1g-
niflcantly dlfferent from the first absorption option, partlc-

EKC ularly with respect to ti4|7ay they affect partigipatlon

ulText Provided by ERIC » ”
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.connectcd children (thosec not ubsorbcd). ]or example, in the ~\ AR
Y] ,

{

| i

, T N\ I\
oo T N

and payments 1or ‘districts in thc most thVIIY and Qightly

burdened categories. ' . “\

Table 17 shows that while the Fir?; absorpt1on rcio
inates all paymentd Tor 455 .districts, the number for.whi
payments ;;é eliminated complctc]y under the hgrden—based
absorptions ranges from 1z953\(about‘50 percent of all districtsj‘ g

under the 3 percent option to 2,536 (about 65 pcrcent of all

4
districts) under the 5 percent rcform. I'ew of the district'

‘ »

e11m1nated by any of the burden- based absorpt1on< come from ;>
the three.most heaV11y impacted Lategorxcs. Indeod as may A
be seen most of these districts arc lightly impacted, with
Iedera} cnrollments of less than 10 percent. This result was
o~ . . ) ‘.f h -

to be expected. After all, a principal goal of thesec throe , §t>
reform options is to eliminate or reducec funding for districts

* . * . -
which are not significantly ‘burdened by Federal activities.

/ - .
Although similar to each other in terms of their effect

LN y *

-
| on dlstrlLt part1c1pat10n the burden-bascd absorptlons dllfcl .

in thclr 1mpacts on total program Costs. Thus, while- roductlpns .

-

.under the 4 and § pertcnt absorptlons d;c, respettlvcly 7.8

and 19 percent, the 3 pcrcent,absorptlon actually incrcascs Rt

total program costs hy bver 6 pecrcent.-

" . -

These funding effects are the result of two scparate
R

absorption design fcatumes. On the onc hand, reductions in aid”

- ’

¢ .
to districts occur hecause payments arc made for lcwcr Federally

two lowest impact categories many districts no*longer receive ’

-
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payments because the number of Federal children for whom costs .

(
are to be absorbed approximates and sometimes equals their total

~

number of Federal chlldren.

- On the-“other hand increases under absorptlon are the result
Qf maklpg payments for the rema1n1ng Federal chlldren at full
ent1tlement, rather than at Tier 2 levels. For districts 1n the
three most heaV1ly impacted categories, where fewer chlldren
are absorbed the funding increases from ellmlnatlng the t1er
system outwelgh the savings from absorptlon. Increases are

» -

smallest for districts in the highest impact category because

L]

many of these districts" already recelve £ul1l compensatlon for

.
- . - s

their "A" children under the current law 's pro%ision, which -
. ~
sets Tier 2 payments for "A" children equal to full entatlements

in d1str1cts where these students constitute at least 25° percent

e *

of totaicenrollmentr > ’

. - ?
»

Although all three burden-based reform optlons inCfease pay-
H “ s

mentg to districts in the heavy 1mpact ‘categories and s stantially

. reduceor eliminate payments in the lowest 1mpact cateYories,

=

'they dif er in the1r~e§ﬁects on payments t{hmoderately 1mpacted

districts (1.e., those with Federal'enrollments of‘betwegn 10 and. .

24 percent). . '- .

"The 3 percent absorption)increases Payments to districts

- L

whifh are moderatelyvimpacted primarily because these districts

S

contain many pablic housing and "B" categorg children -= children

°

for whom full entiﬁlements are'Substantiall reater than T1er 2

'payments. It would appear that, in these moderatély 1mpacted

L e
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districts, the 3 percent ébsorption»does not reduce the npmber 0T
« of children for whom payments are madePenough to offset. the

effects of paying full entitlement for all remaining children.

&l 4 Ed h 3

Thus, large increases in pdyments r§§u1t for di§tricts in these
e A y . . N

two impact categories. 'Similarly, when districts are c¢ldssifibkd

-~

» by metropolitan status, citiés - which contain the majority of
public housing children -- gain over 19 percent in Impact Aid y

R funds.. Since cities tend to rank in the hiéhest property wealth.”

. quartile, it is-not surprisim® td find that payments .to these .
Ka ) - * . .
- wealthy districts increase'by about lepé}bent.L/ ' ,
‘ )

In contrast to the increases resulténg from ‘the 3 percent

- ~

. absorption, the 4 pergent absorption would reduce'paymebts to : 4
- d Y

- :& ’ the 10-14 percent impact cagegory\and increase payments ‘il the . (:_

. \r//)15-24 perdent group. Under the S percent absorption, both . )

categories .would experience redwctions. Apparently,‘these higher -
° . . ; .

.

s ; v : , . ;
absorption rates more than offset the effects of paying f&1t.
o & .

entitlements to districts in these categories, with the result - -

-

3

. that their payments are redﬁpgé as the absdrption percentage is °
~ ,/ *

'increased. Not surprisingly,® urban ‘and high‘wealth quaxntile dis- 1
T " . * . ) w )
- tricts experience payment ‘reductions under the 4,and 5 -~ e
. .~ . ' N )

/ ,pefcent options. - " ) )
. o C : .

r ’ ’ R

.+ ° 17 when a 3 percent absorption is-combined with the elimfﬁ%tioﬁ
B of ,entitlements for public housing and "B" out-of-country
children, the effects are similar to those -of the § percent
absorption option. Total program. costs' woifld be. reduced by’ .
22 percent;‘the moderately impacted categories would lose . -
‘ from 16 to-67 percent of their payments; city districts

would experience a 51 perqént reductign;. and payments to
© top quartile districts, would decreas:ggxi69 pércengf

FRIC - = o C | o
== 150 - S
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Althoﬁgh all of the absorptioa reforms examined achieve

some measure of success in reducing payments to lightly -

burdened districts, the burden-based reforms are thHe most

s
» ‘. -

successful at rechanneling these funds to districts which are 6?)
heaVily impacted By eliminating the need for a tier system

. 1 N .
and separatsqﬁéigibility regpirements, they’also achieve a

considerable measure of program simplification and equity.

’

Requiring that all districts absorb the costs of educating an

’

equivalent percentage of their non-Federal children solves“the

problem that under the present program Impact Aid districts
are paid for all of their Federal students (even those below'
the elxgibility tnreshold),,while nonflmpact Aid diftricts
receive nothino. Assuming full”iocal costs for.all nen=-

° ¢

absorbed Federal students, rather than only a portion of these;

as determined by the tier system, reaffirms the Federal .

-

" government's commitment to pay a fair share:of the burden it-

—_
.
N 4

. .« *
°

As a practical matter, however, the burdemed~based absorp-

’ - R

- ~ . —_
tions do have one major drawback. Specifically, their benefits

L}‘—
are achieved by eliminatinq many distrlcts from the program, *

something~the first optiod does not do. Indeed in this respect,

the first option is the\most acceptable reform examined even
though it has few of the administrative and equlty propert1e§r

!

which recommend ,the three burden—ﬁased.reforms. If saving

v
-

districts is a major selection criterion, then retaining the

&

qurreht absorption without its restr1ctions is the most Viable
fl ’ L \
reform opt:.on# have examined. . ’ L M .

~2 PR 5 4 .
X . . . . . ¥ v ' . -
S . . o . - -
~ o .. . ° . !
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. . .~ Modificdttons to Improve Coordination . ‘
with State Equglization Efforts

-~ A

—

Préviots sections have identified several ways in which . -

tﬁe Impact Aid proéram may interfere witp Statg”efforts to equnl-
'ize school finence.‘ In a few States the net(effectjbﬁ.the pro~-
S .Eram actually is disequalizing -- 95th to Sth percentile, dis-
parities after SAFA payments are larger. 1In these cases, the
cost for .the State achieving ‘a given degree of equalization
is increased’ correspondingly, which means that Federal and State
dollars are’gglling in opposite directions. In other States the
program has an equaliziﬁg effect, but this effect is so modest 0
that is is- almost imbérceptible. Thls is becapse almost as many

funds are distributed to high revenue dlstrlggs as are distrib-

.

uted to low revenue districts. Finally, the program effectively

interfefes with equalization efforts by baffing all but a few

States ‘*om offsettlng SAFA payménts to high wealth dlstrlcts.

N

In this section we will concentrate on reform optlons

Figure 4 for an overview of these ‘options). @learly,. a
-

'to this general problem Qill,providé relief in those few States

where ‘Impact Aid presentix is disequalizing and wi serQe to
. 1 - -

advance further the cause of equalization in ot

A

r States.
] o *

s
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. f "Figure 4: Equalization-Related ions
Option Basic Features dvantages Disadvantades
/ v .
* ?.( ' ‘-é' ) - ' ’ s 7
< , .
Option*1: Permits offsetting in o/ Recognizes differences - 0 Federal standards are
EXTEND proportion to how closely of degree among States ** open to criticism
/ . g
URZE?T . the State approximates below the present .
XCEPTION Federal equalization equalization threshold o May be regressive
OVISION standards - ' .t ' with respect to low
‘ wealth distraicts

‘ ‘:\ . ; .

Option 2: Permits offsetting in o pispenses with - 0 Extent of offsetting
. ELIMINATE proportion to the portion Federally prescribed - not limited by A
. FEDERAL of each district's, local standards degree of overall ’

EQUALIZATION | revenues that is equalized . equalization

TESTS under the State's program o Fully consistent R

“ with State equaliza- o Low-wealth districts
. tion efforts could lose in States
with inadequate plans
. , .
i . .
) + i ' ! \! .

Option 3: Maximum offset rate-is based | o Ptrovides a graduated . o Prevents equal treat-

-PERMIT on the equalized portion of approach basekd both on - ment of low-wealth

OFFSETTING local ‘revenues, and gpplies * . district wealth and - districts in highly

FOR HIGH to districts at 125 Percent ,overall levels of equalized States

WEALTH or more of average wealth, ‘equalization in each

DISTRICTS with proportionate reduc- State . .

o tions’ for districts in the .
range 101 to 124 percent ..0 Limits offset to ’
. : high-wealth districts , .
- . ‘
f -
o . :
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_ptlon l: Exten51on _of the Current

- “

-

The first optlon to be e§am1ned would extend the current

exceptlon provision to allow States which have ach1eved signif -

AN
AN

icant equallzatlon, but do not meet the strict quallfylng tests,

\

to cffset a_portion of Impact Aid payments. Under ‘thisi reform,

the amount of Impact Aid which a-State cobld substltute for ite

~own equallzatlon aid would depend on the/ extent to which the

State has equalized expenditures.  Stat s which attain or sur-
3 ) '
pass current Federal equalization stanfards would continye to
. . . ‘\X‘
implement the present provisions for ¢ounting Impact Aid as

"local revenues. A State falling outside the Federal standard

would count a lesser portion of its Impact Aid payments corres-

ponding to the degree of the State's departure from the Federal

standard.

For instance, under this option a State with a disparity
-
ratio within the current 25 percent limit would still be ellglbl&

4

for the/max1mum offset. Proportlonal)reductions from the maximum
offset would -occur for States w1th disparity ratios between 25

and 50 percent. A State with.a ratlo that was greater than 50

S A

percent, or double the present limit, would still be ineligible
to count Impact Aid. Based on current information about within-
State d1spar1t1es, this qraduated cutoff provision would extend

ellglblllty to nine States that otherw1se would ot be eligible.
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This option respOnds to the cr1t1c1sm that the current tests

..are too restr1ct1ve and do not recognlze the efforts of States
- which have achieved a substantlal degree of equallzatlon, but -
still fall outside the cutoffs establlshed by current Federal -
criteria. Under the present law, States wh1ch nearly meet the

Criteria (e g., a State where spendlng dlsparltles amonq the.

Sth and 95th percentiles-are 30 percent’ rather than 25 percent

needed to quallfy) are treated the same as those which have not
. made any attempt to equalizo, and may have disparities of as

much as 200 percent beigeen hlgh and low\resou ce districts.

Thrs option, however, provides an imperfoct solution. It
28

would require continued rellance on Federal standards to determlne
the -degree of equallzatlon ach1eved by'the State.’ These stan-
dards hate been cr1t1C1zed on the ground that they are based on
quesgfonable assumptlons as to the propef goals and methods for
ach1ev1ng equalization. Currently, there is' little consensus ™
as to what are the most appropriatelqoals and methods. Conse-
duently, some view Federal standards as(a firSt step toward
fﬁictating how the States should equalize.

Perhaps the strongest criticism of ‘this optlon is that it
Afalls to protect the 1nterests of resource poor dlstrlcts within °

States which have inadequate equallzatlon Plans. Reductions in

Ay

State 2id for even a portion of the Impact Aid pfyments to low '
1 L4
resource dlStrlCtS would reouce revenues where they- already
S '
areﬁat cr1t1cally low levels.

. %

.15
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. Option 2: Elimination of the Federal
e -Equalization Tests .

- Option 2 would entirely eliminate the Féderal tests for

¢ - s

determining whether a State's ‘program is ‘sufficiently equalized
to’ qualify for the exception and be permitted to cdunt Impact

Aid as local revenues.  All States with an equalization‘plan
4 °

(i.e., currently all but one State) would be permitted to count

Impact Aid as 1ocal revenue. This option would retain the pro-\\ -

viso that limits the share of Impact Aid which & State can cdount
l/) to the proportion”of locally raised revenues covered under the

State equalization plan. Under this option the Federal govern-
9 .

‘ment would no longer set standards for State equalization pro-

grams, a_proeess which has praved‘'to be very .difficult -and con-

troversial. ; . ) . -

| This apprbach is intended to assure thdt ‘Impact Aid dis-
tricts fre treated in'the same manner as nonw~Impact Aid'distrigts‘
:under the State's equalizing plan. Permitting the State to
count Impact Aid payments in the same proportion as it counts
local revenues under the State plan prov1des ap approx1mation
of the way revenues would have been treated if the local district

had been able to tax Federal property " In effect, this option

would permit a State to redirect its resources away from high

3

wealth districts) thereby improving equalization. ’

EQ/ L .

» States which have enacted extensive equaleation plans ¥

covering’ the largest portion of locally raiséa revenues would be

L

EE{B;‘ ) o 1}5‘; ) , ‘ :
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able to substitute the greatest fraction of Impact Aid for
State Aid. To the extent that highly equalized States would

benefit most under this option, it could be veiwed as endéuraging
1Y . Xy

e

States to equalize.

Although it would reduce interference of impact Aid pay-

&

ments with State efforts to equalize, this option can be criti-
cized on several grounds. 1In particular, although both Impact
and non—Impact Aid districts might be treated equally under

the State plan, this similar treatment could be disequalizing

-
—

in States with weak programs.

As in the case of Option 1, a_disequaiizing effect would

w ’ -»
result from taking away Impact ‘aid payments to low resource dis-

° . - - PR

tricts'which are 1nadequate1y served under the State p1an.

. 3
Unlike Option 1, the State offset is not directly diminished

! for departures from ,equalization. As the data provided in 7

' Tablé 11 (paée 60) indicate, approximately 53 percent of Impact

Aid districts rank in the 1owest two quartiles in terms of .

revenlies per pupil. These districts receive about 61 percent

,

gvﬁ.
'of a)1 Impact Aid funds. In such districts, the Federal payments,

if offset by reduced State aid, weuld fail to provide either .

~

adequate compensation for burden or improved equalization.
Critics of this option will a1so question whether treatment"

of Impact Aid payments qnder the State p1an would be equivalent

to the treatment of revenues that a distrigt would have raised "

. Pr
if the Federal property were taxable. As our.evaluation of the

. 4




program demonstrétes, Federal Imﬁgct Aié payments may not be -
. ' e .

a geed'indicator of what local revenue-raising ability would be
if Federal propertyfﬁere taxable, or what it would have been. : // ° :
° .

in the absence ©of the local- Federal activities. In addition,

even if a district raised the\additional revenues as opposed
to receiving Impact Aid, it does not follow necessarily that
State payments would be reduced. For instance, States may

guarantee a minimum level of aid to all districts. Thus in

-

high wealth districts receiving the minimum level oX State aid, .

- .

additional local révenues would not result in reduced State aid.

. £ . .
. Option 3: Wealth-Related Ootion . ~ 0T
This third-équalizatiop optio&?ﬁifectly addresses the problem - :

of Impact Aid' payments ‘which incfease the resources of already'
wealthy districts. The current qualifying £ests would be reglaced
by a measure that'permits a State to offset Impact Aid at the . |
maximum rate (i;e., the proportion o% total local revénueg\s?vered
under edch State's plaé&)fq£-all districts 25 percent or more
above average wealth inféhe State. Proportional reductions in’
tge maximum allowable 6ffset rate would be made for diétricts
with wealthlaanntEges in the range of 1 to 24 percent over the:
étate average. Thus, for a district whose wealth is 10 percent\v
above the average and wﬁeﬁe 75 percent of all it; local revenues

are zqualized, the allowable State offset would amount €o 30 .

percent of the district's SAFA payment (i.e., .10/25th™§ 8f 75
¢

.o . N - ‘
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\ - :
percent). States would not be able to count any Impact Aid
as local revenues in districts of below average wealth.

Over .1,000 Impact Aid-'districts (about one-third of all

?

Impact Aid districts) are ahove their State's average wealth
and would be included under this option.. More than 600 ate over '

~ ] ¥
the 25 percent advantage level where maximum foéét is per- *©

© oy s . ) v .
missible. If State finance systems were’ fully equalized then

-

, .the total SAFA dolYars that would be at risk in districts of
R .
e above average wealth would amounﬁ to about $90 million. .

Under this option, the wealth measure in the State equaliza- .
s oy B Lot
tio® plan would be used to determine how each district ranked \

.

relative to ofhers in the State. Aléhough there is no uniformly .
- ks ) /
applled measure of wealth (e.g#, income or property valu?tdon
w ‘e ‘ o hd -

- o o g

) are tWo coﬁhon measures), nearly all States 'have implemented

o s

"some system for measurlng the fiscal oapaoities of their districts.

Slnce thls optlon is concerned w1th the wealth of Idﬁhct Aid dis-
<i"’ < v

trlcts relatlvefto othe dietricts in their respective States, ‘
e I ¢

reliance on the State's ownlmeasure.would be a reasonable solu-

4 ¢

tloﬁ‘to tﬁe problem of ranklng dlstrlcts based oh thelr wealth, : -

~ . % -

> short of imposing afﬁnlform Federal(deflnltlon -

The qbreshold of 125 percent of State’ average weeﬁth was
<

selected. in order to assure that redﬁctlons 1q State ald will not

'J,,

impair the dlstrlct S abfllty to flnance educatlon. Althpugh it’
kS .

ss notﬂp0551ble\to 1dent;&y B§GC1se;y a'p01nt above‘yhlch at is .- ‘
. 4 , Y
certain that everz?dlstilct woulé‘ﬁe at a fiscal advantage 1n fl—

: %

* ° 4

nancing its eduq@tlonncosts, it does not seeﬁ unreasonablo tao

' @Z}” V{ 4' :';' ‘ = L ¢ ' ! l ""L"
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assume that,districts which are 125 percent of State average

wealth have such an advantage. THe 125 percent threshold as .

v

opposed to a threshold~set at the State average, allows dls-
e }
trlcts an extra margin above the State average for dlffenung ; .k

pupll needs -and greater e\hsatlonal service costs. Proportional

-

reductions for districts between 100 and 125 percent of the

State average wealth protect against efcess1ve losses of State .

ald\tg d1str1cts closest to ‘the State average. The sliding’,.

~ €

: scale also\av01ds the 1nequ1ty of substantially dlfferent treat-~

N

7
ment for . dlstrrcts which are very close to the 125 percent

threshold] . . \\\ I ‘ ’
\ A3

On balance, Option 3 succeeds in meetiné most of the objec-

. ot : . .
tions that can be‘directed against the first twod options: low-

L

wealth d1str1cts are fully protected’, States are permitted to

i
are scaled to both State equalization ‘and relative dis rict

<

wealth On the other hand, this option can be criticized as

-apply thelr own measures of wealth,\and rates of offsegglng

potentially disruptive of State school anance geforn efforts.)
In partlcu&ar, by preventing highly equallzed States from reduc1ng

T

State Aid to offset Federal payments the optlon can np<0t State

efforts to reduce “inter-district revenue d1spar1t1es. In efLect,

-

it causes total revenues in low—wealﬁh Impact Aid districts to
- h oand

-

be much higher than thosé 1in low—wealth non-Impact Aid districts.”

lhat is, this provision can treate new dlspdlltles gt its oun.

y
.
Bl
'
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Given the varlatlon among the Statts in the methods and«

\ %

~

of goals of school f; ancexequallzatlon, as we€ll Ag in‘the'extent,
& cew . ‘ . o
to whlch equall ion has,beea achieved, :fashioning a Federal

x - . -y v
pOlle regardgnq;thearélationship of Impaot Aid‘tp State efforts

to equdlize is a complicated task: The curreht provision, which

P

SR,

-

w*attempts fo resolve _some of théVproblems =~ 1if only in a few

4.'1‘
hlghly equallzed States -~- represents an 1mprovement over the
‘ K -
absolgte prohlbltlon agalnst ‘States taklnq Impact Aid 1nto - 3
" v -~ Cw TR [N

tﬂccount when dlstrlbutlng the1r State a1d However, for the :

. . ~

o
u.'" e 1-4‘."\:

vast magorlty of States, many of whlch currently are trying to

-

F
. improve the ab111ty of@mhelr a1d programs to equallze educatlonal

o < »

. hed .
‘ expendltures, Imi?QEyéld can 1nter€ere w1th State obmectlvesh_\w WA

~

If the$ob§ect1ve Bf reiprm 1s to ensure that the Impact Aid

v .

*’
pProgram remains neutral with resp%ctﬂto State equallzatlom efforts,

rmm B .3 . ]

the second option, whlch would e11m1nate the str1ct qualifying. . 4

-

Foty 5

tests and perm1t v1rtuallyiall Staxes to count Impact ‘iigfayments,g
9

goeg\the fﬁrthest of thethree optlons toward ach1ev1n -

B, -

goal. .TO a lesser &xtent the flrst optlon also L§.d1rected toward

, coordinating Impact A1d~w1th the State plan for d1strib‘tinv

, b 5 =
its aid However, if-one is most concerned w1th assuring, that
N %

“ ~ 4524 ('
Impact A1d has the effect of 1ncrea51nqgequallzatlonf thentblrd

option, which considers the wealth ‘of Impast‘gid dlsﬁrlcts, would

¥ L ®
- be preferable. Flnally, Options 1 and 3 might be consldered as
Ld - . ﬁ -
* - &
. \ ~_

e
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a package. Thls comblnatlon permlts the maxiﬁhm Federal coor-.

{ ’ ) -

dination in highly equalized States and*lmproves equallzatlon

ylth respect to high wealth’ dlstrlcts in all States. ‘e .

o

By almost any-aggregate measure, e uallzatlon ated reforms >
q

of" Impact Aid prov151on§ 'can exert only a mocest 1nf1&§aée on

< -
State flnance.. Vatlonally, 'SAFA payments amount to-less than

2 percent of all current expenditures for public elementary =~ . .
» . - .

and secondary education. Thus, the importance attached to pro-

posals of the type just considered is lprgely based on prin-

. -

ciples of eduity and policy concefps in thé areas of Federtly ' )

. > . %

Staé%/localycooperation. AE‘;@e district level, épecific reforms
options can haLe a substantial effect .for certain high imp&cﬁ ;
di'stricts.” At Stafe and Federal }évéls,'the fact that program
dollars may be pulling in opposité direcgions must be;a“matter
of ‘policy concern, irreséectﬁye of the absolute magnitude of" .
the amounts involved. For both of these reasons, gqualizatfon—.

- .
- related reforms are di%crvinq of serious consideration.

L % . .




IV. COMPREHENSIVE OPTIONS. ,
& .

: \ : /

~

“The preceding section examined the.independent effects on
- - - . -’ * *
funding and district participation. of several solutions to ™~
. .

' probiems presently besetting the Impact Aid progfam.g This con-

¢
¢luding sectioh eSsentially repeats that analysis for different .
" ) p .
combinations’ of. these options. The combinations we examine N
v S ° - ‘ >
what happens when a number of current program pro-

s

visions ar modlfled s1mu1taneously to address the major issues

illustra
N\

raised throu oat the report In effect, we have sought to y

’ N » . . .
design several c ehensive reform packages which move in the
. LY < )
.direction of improving the’
. pensdse districts for .genuine Fediral burfen.
‘ Yo

-SiX design principles have gdided our selections. These .

e 4
ogram's ability to equitably wom- o

T ' :
prfnciples, or reform goals, generally describe our point of .

. : . J . - oA
view concerning the Federal role in Impact Aid and may be stated
. ® - -

as follows' o & .o T, . ) '

(1) The Federal responsibility should extend only to=
students who represent a genuine Federal hurden on
‘the dlstrlct .

(2) Methods used to calculate payment rates should be as ) -
objective ag possible to minimige the likelihood -of )
abuse. Procedureg Which yield unbiased approxima-
tions of what *locql educatien expenditures or revenues |
(9“1d have been in the absence.of Federal impact, are .

o to be preferred over others.’ : . T TR

(3) Heavily impdcted districts have a more valid, higher

" priority claim on scarce Federal resources tHan .
llghtly impacted districts. v

t4) Impact Aid payments should not 1ntérfere with State
: equallzatlon programs. N

(5) Proqram opendtlons should ‘be ratlonallzed and slmplrfT"é .

. (69 Insofar as they occur, fund reductlons from reform
should be progressive in terms-of d1str1ct burden. .
s

-
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As will become clear, jeach of the reforms presented here

emphasizes some principles more than others, and none is optimal '
. - N FEIRNY ‘

-

from all standpoints. Any final selection from ampng these )

~

options must therefore depend'upon the importance eaeh reader,

propesal's ablllty to attais them . For the @est part, our in-

tention has been to demonstrate that major problems”tah_be

.. . S p C .
addressed 'in a variety of ways, not to present g set of defini-

~w-——tive program reforms. In effect, becalse they differ in terms --

- of the number of districts they eliminate, their cost implica- gn
tions, ahd the extent to which they dgyart from current prac--

LS
tices, these three options illustrate®a range of- plauS1ble

strategles for address1ng the principles and refofh goals we

¢
@

have descrlbed - .. %

£ N hd

six goals or principles we have deflned As will bk noted, .

> b * . co

. > ¢ L
Option 1 is a gelatlvely conservative reform, in that it is

- . . A . ’ N
°

. s

AN . : > .
An Over;zev of the Options o o

Figure 5 summarizes the three reform options to be con- .. ,?

N N b . ’\j“

s1dered here in terms of the elements each uses ddress the ., :

comprised of elements which generally represeht‘modest departures ,

from current_pgdgram provisions. Thus, whil
o [ ¢
v o1

elirinates payments for low burdén out-o "B" children,

.
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: ’ FIGURE § : Overview % Comprehensive R’efog'm Proposals. - o . 2 )
T . [ . DESCRIPTIOMs OF REFORM ELEME DESIGNED TO ADDRESS: T . % - K ’ . i
¢} Reform Goal 2: | Reform Goal 2: *Reform Goal 3: Refor® Goal 4: ", Reform Goal 5: Reform Goal: 6 : , . . /
Cozprehen~ Chitdren tor ‘ Districts for . Coordanation With L ~ N Remarks . /
sive Reform | Whom Payments LCR. Reform whom Payments |. State*Bqualization Administrative Progres&s ve Cost } . . &
¢ Optaon/ Are Made - [ A Are Made Programs Simplification Reductions . . . . » . , .
<= | Bliminate Pay* "Clean Up"™ cchpar-~ Retairr current Itplement wealth- nﬁ .None | Reductions are Q% Most modest departure from
. v ments for out- | able didtrict absorption related equalizatiomf . progressive on present Program. Achieves
.. . of-tounty "B" method &, restract provisian without} provision. percent Federal - reasonable co& savings wath-
R category use.to heavily limitations., ” students & wealth | out elimipating massive " v
children. 1§ impacted Ristricts. ! 4 but cities lose numbers of districts. However,
All other districts about 388 of reform will not go far enough *
. Ve use greater of 1/2 "} their funds. for.critics, LCR reforn is
. , U.S. or State avg. . N especially weak element of
T L expendityxes per ; , - ] this proposal bption achieves .
. + | pupad. M b ) no administrative simplifi- - P
o A - L i “u cations. N *
Bl:minate pay- "Ctean Up" <compar- Implemént 3% No Implement wealth- Eliminates Reductions are © Intermediate level reform
ments for out- able district tier burden- related equalization tler system progressive on* which achieves moderate
N of-county *B" ¢ | method & restnc% Jbased absorp- provision percent Federal savings Reform eliminates rf
. . children. use tJ heavaly tion, . . students & wealth, payments for both major L4
N N impacted distracts. . but cities lose categories of low burden- ~ i
. . Eliminate pay- All othef distrides i.e., absorp~- L% e e > |over half their £hildren, while burden-bas N
. N |ments for use 1/2 theatr St's. | tion at national M fundg. “absorption :r4duces or , IR
. 2. public housing average expendi- average. h - . eliminates pdyments for/many °
S ., " . chaldreh, * - | tures per pubil. ' . ! light-moderate impact /. L]
v - . % ' districts. Heavily
5 . . *r « . . . . .
L] - R »
K . b ) e . * = ' . . .
< s ., . , ! " :
T - ' )
Cow - . 3 . 4 -
L . . . ¥ » < | may be harsh for some, as
o ~ . . " | it eliinates over 2.400 ’
- 4 . ", SR 1 . ' R districts ro *
e . N N : . . . :
. v N ? &
liminates pay- |Elimfnate c Implement 58 No Implement wealth- Eliminate Disregarding y P
nts for out- able district. Tier burden- related equalization | tier system effect of option /?ajor refczm Vhé:*; :Ch:evg -
i f-county “B* method eptirely: based absorp- provigion - .| & comparable on one district, arge savings minates
P s . o f - . 3 . payments for both major
—_ R chud_ren. - . ‘ tion. district - reductions are teqari £ low bued . .
“ . > ) . s . athod” rogresdive on ‘ca egories of low en .
N liminates pay- |Calculate LCR * . pets prog . Ped children and S percent
- lments foy baged on State's . . p::::"} © :“ absorption. Eliminates all .
. 3 jpublic housing locally-déraved - ' :ealt; bmu:.n fties payments to districts in
0 ® lchildren. expenditures per N - lowgst impact category.
N ipupil or 1/2 ' . Dis:’ggarding affect on gne
. . - . State average » . . district districts in top N
—_ 4 - expenditures per gl - ‘ - % \ 2 categories of impact lose *
- « . , . Rup:l, whichever - - o - R laas or gain compared with .
’ \\ ' 18 greater. . . . Option 2. LCR reform is ’
. . , \ . . strongest of all
S -t “ - . . b . n examined. Significant admin- .
Y. .. « * . istrative simplificatiqn ! .
. . s . ce . . .. results from eliminating ~ ;
. . ' " comparable district method -
3 P - . = and tier system. Reform too .
g LT ’ * y N . & . harsh for many and probably i ;
A v Al ’ i mdst controversial. (-2 Y
~ Ed t -

=
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Co. . _
although Option 1 restricts use of the comparable district -

. method to heavily impacted LEA's, it retains the current

national aVerage method, a pjocedure. that is subject to some

7”6§/;he same problems which beset the comparable distriet method

.

and one that yields equally poor approxihations of thé local.

.
*

Federal hyrden. . y

4 - P

A ’ Although Option 1 accords heaVily impacted districts
. higher prioribf/than lightly and moderately impacted ones, it
” does so by retaining the current’ program S absorpttvﬁ}:;o-
- vision without its present limitations. While eliminating ' e
these restrictions is’an improvement the resulting arrangerent E
, _still constitutes an unsatisfactory way to adjust for differen-

tial Federal burden. For example, lightly. impacted districts

'y

whose Federal enrollments are comprised entirely o "A" children

- will not have to absorb costs for any of these students,.

.+ because the current a%sorption is ,taken only against "B" children

[

On the other hand similar districts which Just qErely fail to

meet the program's eligibility requirements w1ll continue to
. assume the full costs\of éducating all of their’ children. h
) - Like the two remaininq options, Option 1 specifies imple-

mentation of a new wealth-related equalization prOViSion similar
. tos

to the one described in Section III. Although data limitations ‘ s

.

prevent us from- determining the net effects of this .provision Ce

| on total district revenues, we have‘included,it in all of the

.~ reform packagaks to emphasize our cancern that Federal programs

v




« . 141,

. .
-
. @
. )
- .

be better ‘coqrdinated with State finance reform efforts. Thls
. prov1slon represeng; the one major departure from current prac-

tice that may be found in‘Option 1.

kS [y

~ Compared with Option ‘1, Options 2 and'?!rebresent more
drastic departures from the present program. 'ggtion;g is an
intermediate level reform.” Like the ffrst‘option, it includes

\ . ¢ ‘
a wealth-related equalization prov1s10n and e11m1nates payments ‘r.

-

for out-of -county ngo chlldren In addition, however, the

»

optlon accords low burden dlstrlcts and chlldren less impor- v
tance than Option 1. It does th1s by e11m1nat1ng payments$ for

public hoysing children and by implementing a 3 percent burden- °

based absorptlon which reduces payments to dlstrlcts in the o

»

&, lowest 1mpact category }\\ . - ) S %

Option 2 extends the first'réform's LCR'brovision by - -

1nat1ng use of the fatlonal average minimum. As we. have
~

- . -

"o already noted, the national averaqe calcplatlon yields as poor

W

an estimate of local burden, and is as subject to overpayment /

. as any method used. Althouqh the State average calculatlon is
Mo.

\

- far from perfect‘lfor reasons we have deta11ed in eéarlier sec- w

8, o . g'" "l &

‘
« o8 L4

tlons), it does at least conform with what we know about .
- national average State/local expendlture patterns Admlttedly, .

taklng one half of each State" sdauerage per pUPll expendlturesa
- . .
5 °y1elds a gross estimate of district burden. However, é\sross ‘

., 0

. !
R ést;mates go, this one is less subject to manlpulatlon than the ‘

- cOmparable district. method and is to be preferred to taklnq one-

L4 \ L3 - [ - . . T

half of natlonal non- Federal expendltures per pup1l g

A

-

. . ‘ o \"
- . .
i ' ’
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Option 3 constltutes the most far- reachinq reform examlned

K

Bu1ld1nq on changes introduced by its predecessors, Option 3

would deal with the issue of Federal

-~

-

.rmplementlng a wealth- related egqhalization prOV151on.

/State coordination by

lee

Option 2,

1t would also prioritize fundlng by ellmlnatlng
[

payments for ,low burden out-of-county "B" and public housing
. »

children. °. :

°
* ! ~
| v ¢ ,

Option 3 diffgrs from its predécessors,primarilx in terms

A

.of the absorption and LCR reforms'it specifies.

" Option 3 would increase the second reform'®

ia k]

S 3 percent absorp-

tion and impose a Strong 5 percent provision in its placé.

While the general form of these two adbsorptions is identical,

the 5 percent provision eliminates‘all payments curreﬁti§

received by districts i\

the .lowest category of impact, and re-
r

duces payments to othe llghtly and moderately 1mpacted cate-

Gories, Iq effect,

¢

fils strong absorpt;on provuslon fully

v

Y
implements the pr1nc1ple that the Federal government's respon-

-

slbllltv"éxtends prlmarlly to districts whlch are most H%Svily

LY
burdened by Federal act1V1t1es As was noted in -a‘previous

.
»

[

sectlon, thls provision ac

in the three hlghest 1moact groupings. This is because the

.form'oﬁ thg prov151on speCifies that payments ‘for all renalnlng

non-absorbed) chlldren be made at full entltlement
&

}étner than at some prorated tirer amount i

(i.e.,

As may be seen,

tually increases payhents to districts

.
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. In certain respects Option 3 comes closest of all reforms 1\\\—/
to addressing the objectives established for payment rate cal-
culations. As may be seen from Figure S5, the option would

| < ’
| eliminate the comparable dist%ict method entirely and replace . )
| iy ) . = h .

;, AT with a rate based on each State's actual locally derived ]

| E . 3 . ' Co.
| expenditures per pupil. Alternatively, districks would be

permitted to calculate their compensation gsing the preceding
option's rate of one-half State expenditures per pupil.
\ The -advantages'and disadvantages of this calculation arrange-

. Ment have been dealt with earlier. At this point it- seems ‘

, sufficient g@rpte that paying on the basis of each State's -

. averaée local expenditures iields éstimates of Iocal Federal

° N ?
burden, that, on .average, ar€®at least as reasonable as those

9
generated using present procedures. The reform method has the ‘e
s LI ]

added advantage of'being relatively straightforwgrg,and Free ,

-

[ Y

, from manipulation and abuse.l/ N A
. . .- . )

- o

P

o R . . d Ty .
1/ Within-State adjustments -for special district circumstances
. might improvg this reform and make it°more.acceptablg to
, ¢ high cost districts, espeg¢ially those whick serve the ecenter- = =
' cities. Essentially, 'an improvement of this”sort would re-
quire that a suitable substdtute?fqQr the comparable distric-
method be identified,-- one that permits rates to. var}y based
on within-State 8ost of education differences. Unfortunately,
there -isdittle concensus among expert$ about whether or how
such "adjustments should be made for unimpacted districts, -
much less: impacted,ones. As a res@}t;“we have tabled this
- . issue for future. study. In the end, this problem may be .
) moot. Centér city d;gtricts_are predeminately lightly im- *
pacted, with Federal énrollments comprised principally of © y
. public” housing children who are arguably not Federally con- ° :
""" s nected to beyin with. Consequently, any reform that aims to
. accomplish significant reductions in payments Eorf&ow burden
students and’districts is also likely to eliminaté-a dts-
. proportiondte number of cities From thé program, reqardless
O of “how local contribution rates are ca*culated:r ' °

.

.
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method "(Option 3). =

S

» Thus far our discussion has examined the three reform
v

packages primarily in terms of how each addresses the first
four»reﬁofﬁ goals. As we have seen, all options are comprised
of elements which deal with these objectives, but each differs

in terms of the extent to- which it does so-by departlng ‘from

© I
current practice. . Thus, Option 1 is a relatively conservativé

package that tries to bring about change by Etaying pretty much
within the tonfinds of the present program, while Options 2 and
3 go beyond the current 'set of arrangements &and tgtroduce
radlcally new ;eforms affecting the types of ‘children and dis-
tricts for whcm payments are made and the way these payments are

calculated In addltlon, it should be nofed that Optlons 2 and

-
[

3 also differ from Optlon 1 because they br1ng about 51gn1- N

ficant administrative s1mp11f1cat10n by eliminating the tier

*

system (Options 2 and 3),%& theICQm"parable dqlsq{ict calcullatién

L .

#, N
The sixth.goal set for each of these reforms specifies that

-
° - -~

they reduce costs in as progressive a manner as possible ‘with

3
respect to district burden. "Assessing whether they accomplish

r

this purpose is the topic of the following section, which examihes’
E ) ’ . .

each optfgﬁ’s effects on funé&ﬁgranc district participation.

1

— .
hd b
-
. N - A s

Effects on Fundlng and4plstrlct Part1c1pat10n1/ .

Table ‘18 shows the 1mpacts on f‘lng and district partici-

pation of each of the three reform o

ions. As may be seen, the
' -

’

5
. 1/ Baseline comparisons in this section are made against FY »

1976 full reform{Tier 2 "A" and “B" payments only.

.

- I L7

e,
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TABLE 18 : Chanées in Full Reform Tier 2 A and B Payments Resulting from Alternative Comprehensive Reform Options °
v o 2 > - >
* * - " k]
: ‘ ' i Changes Incurred By Imposing Reforms:
) , . hd .
A FY 1976 Full Reform } Comprehensive { Comprehensive | Comprehens ive
' (Through Tier 2) ° t Refoxrm 1 \ Reform 2 ¢/ ! Reform 3 ¢
i <
Number of 1w % Change Number of % Change Number of % Change
District Classification Nunmber of A+ B Distracts in A + B Districts in A+ B , Districts in A + B .
- Districts Payments Eliminated Payments ' Eliminated Payments . Eliminated Payments -
. © Q) (2) (3) (4) ; (5) (6) (7) (8) . L
All/ SAFA Distmicts 3,876 ¥ 512,336.62 1,012 ‘- 27795 2,412 32.48 * 2,787 - 43.38
,  Percent SAFX Pupils . : ' .
75 - 100% 99 S 75,f30.04 1 - 0.39 1 - 1.37 1 - 25.16 *
50 -. 74% , 108 51,476.38 -—— - 5.35 4 0,31 4 + 2.72
25 - *49% f 406 132,952.73 6 - 14.86 28 5.73 . 37 -+ 8.70
15 - 24% I © 480 9537:268.97 .. 28 - 29.78 119 33.42 = 165 - 47.85
10 = 14% 565 79,283.78 59 < 47.94 259 72.72 406 - 89.29
55 9% 1,245 *© 49,267. 1251 - 59.17 1,037 85.90 1,201 - 98.02
Less Than ?% - 973 28,356.78 667 = 87.66 964 99.37 .7 973 ~100.00
Metropolitan Status b - ’ '
Central City , 252 $ 141,130.16 28 - 38.06 175 57.44 ' 202 ¢ - 67.10
Suburban 1,045 167,996.89 . 340 - 34.54 709 30.80 819 - 37.64
Non-Metropolitan ' 1,938 * 183,235.95 ; 563 - 15.52 1,197 16.47 1,388 -~ 32.46 *
Unclassified a/- 641 19,973.60 81 . - 15.20 331 17.12 ¢ * 378 - =~ 24.29
kY « ' ’ ° -
Property Per Pupil b/ - ' s , .
! .. ' s .
Lowest'Quartlle . 898 $ 163,92624 . 228 2 17.40 501 14.32 , v, 589 - 17.39 -
2nd Quartile ) 799 106,568.39 " 242 - 32.02 4% 524 34%62° 619 ' -~ 45.87 .
3rd Quartyle ! 696 13,749.29 T 225 - 43.95 479 47.97 . 555 - 59.18*;
Highest Quartile ' ‘F 673 - 83,902.25 * 196 - 47.94 40 478 76.42 534 -'81.71 . e
. SOURCE: 1976 SAFA Program Data Matched with 1916 Census (Metropolltan Status) and 1974-1975 Equalzzed Property Value Data (Equalized - :
" Per Pupil) P

* When the one large Alaskan d:.str:.ct which dominates this category ‘is om:.tted the loss to distncts with 75-100 percent 1mpacﬁ
declines from ~25.16;to -0.44; the loss to non-metropolitan ‘distircts decljnes from -32.46 to -27.11.

a/ Thesesdistricts would not be classif

b/ Dastricts classified baséd on within

¢/ Tq simulate this option, LCR's for heavily impacted districts were retained.
comparable district method,
A more conservative methodolo
a rate equal to one-half thei

FRICO -

Aruitoxt provided by Eic:

3

N

jed by metropolitan status.
State rankin

gs.
ot

¢

However, most ate likely to be non-metropolitan in character.
3 .

»

"Even though some

o

1

F Lthes dxscr1cts aro not now using the ot
e option gives these districts latitude to use it and thus rétaiu vr raise their current compensation levels. a
. which was rejected, would have asszgned high impact dist;zcts ncl now using the coiﬂ .
: tate s average non-Federal expendztures per pupil.

"% .

arable district methed
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< extent to which 'the optlons depart from.,current practices is

%

parallelled by the=degree to wh1ch edch option changes overall

-

>

»
?

. fund1ng and part1C1patlon.. For' example,_Option 1, cdnceptually

>

the most conservative reform, also results'ih the'mos; modest

overall cost and district reductions. Had this option been in

effect in, 1976, total Tier 2 11 reform "A" and "B" fundlng -
.' -

would have been reduced by about 28 percent and 1,012:districts '

would Pave been eliminated from the program.

By .comparison, had Option 3 been operating, FY 1976 funding

would have‘been“reduced.by over 43 percent and nearly 2,800 :

‘districts (over 70 percent of all current participants) would

- have been efiminated. Option 2, the 1ntermed1ate level reform,
would have resulted in 1ntermed1ate level fundlng reductions '
(about 32 percent); however, it would have~ eliminated 2, 2&2

distgicts, almost a5 many as Optlon 3'3the harshest . reform

exdmined. That Options Z and 3 ellmlnate so many more d1str1ct§

-« \

than Option 1 may be attr1buted almost entirely to the different
types of absorptions they specify. The reasons for these - ) -
. _differ%nces were noted in Section III and thus come as no surprise.

. "All options successfully address the siﬁth'goa;.of'rgducing

costs progressively in terms of district burden, although the - %,

——

heavy losses which resultjfor d1str1cts in the hlghesu,lmpact

category under Optlon 3.may glve some meaders pause. These losses
% ‘ '

are somewhat misleading, however, as th result _because the LCR )
t * !

reform element in this option severaly reduces payments to the

LAY /
N .
, N
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one large district that dominates the grouping. Omitting this
3 . 4

one district from the analysis, aggregate losses ,to these
heavily impacted districts are less than one-half of 1 percent --

a result which compares favorably with these districts' expe-

riences under Options 1 and 2.

3

» Disregarding the effects of reform Option 3 on this one

L ]

3district, ouy results indicate that aggregate dollar losses to

districts in the top three cateqories .of impact are fbwer for
Py

Options 2 and 3 than for. Option 1. These resul primarjly

3

reflect the effects of the two forms of.absorption

been employed. By paying full ent1tlements for all non- absorbed

children, Options 2 and 3 apparently compensate for the.fact
)

-

RS
that-their absorption components reguire districts to assume some

costs for ﬁotH\"A" and "B" category children. Although*dis-

tricts are not required to absorb "A" childrén under ‘Option 1,

.

payments are lower Because they are made at less than fu®l en-
) , ,

titlement levels. The net effeét of these differences is that,
in the aggregate, gayments to heav11y 1mpacted d1str1cts‘are

higher under Options 2 .and 3 than under Option 1.

* o.
b o i

The combined effect of absorption and eli&ination of public
hous1ng payments 1s the principal explanation for the larger
dollar and distri:t‘losses that occur to moderately and llghtly
impacted d1stricts under Options 2 and 3. Although all options
redyce funding to dlStrlCtS in these categories, clearly, Options

2 and 3 do a much better job than Optiop 1 of achieving. the

kinds- of reductxons and redistributions that most Impact Aid

critics call for. ) e 175.@4 p
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The progressive pattern of changes.that is’observed for ;

oistricts classified hy percent of Federal children is repeated
. < : ~
for districts c1ass1f1ed by property wealth mhatlis, payment
reductlons 1ncrease as d1str1ct wealth 1ncreases. Although
{ . ’
jlosses to districts in the lowest wealth quartlléﬁare more or

less the same under a11 of these dgtlons (i. e., between (6 and
H
17 percent), losses to districts 1n the wealthiest quart11e

4. L]

are much higher under Options®2 and 3 than under Option 1.

®

These d'fferent'results may once more be attributed primarily
¥ :

° .

to the combined effect which burden-based absorption ahd elimi-

nation of public housing have'on'paymehts to high prOperty wealth

2

‘districts. As will be noted, similar differences may be’

~ ~ N

. “observed when the three options' effects_on relatively high':,

. ////’property_wealth center city districts\areycompared. R

- e e . G s G — — — - i S ot kot Sk G e

Our findings result, in sdveral conclusions regarding the
pltfalls and oroblems wh1ch confront those, who would attempt to
e s . ° ———
1m3roVe the Impact Aid program s ability to equ1tab1y compensate

districts for genULne Fedgral burden. -

=
A\
-

Though it is perhaés«obgious, one point né&eds- to be made

before»all others: -Impact Aid regorm which adheres to the prin-
2

ciples we have defined'will-reduce or eliminate payments for many

distrlcts, There is absolutely no way to accomplish meanirigful

- reforh and maintain the status'quo,because th®e majority of cafrent

. * ! ‘ » . f

RE - e
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funding and participation by substantial amounts. < Moving to

'speaklng, the most theoretlcally "pure" reforms may also be

Becausg Impact Aid has nevég;really been equlpped t

;concerns need to bé devised; or, if such vehicle

program recipients are not significantly burdened. .As we have

»

seen, even a relatively modest reform like Option 1 reduces”
: ?

reforms which adhere more ass1duous%y to the pr1n01ples we héave

descrrged results in evan larger reductlons and ellmlnatlons.

o
.

'Thus Optlon 3, which comes- closer than any .reform to achieving

all bﬁ/{he goals ge‘have establlshed also resu]ts in the h?rgest

o

fundlng reductions and district ellmlnatlgns. Practlcally

4
¢

the least polltlcally acceptable opt{ons.

’

A second lesson to be learned from our analysis is that

refbrms which seek to sharpen the program's ablllty to target
. 3 AN
genuine Federal burden w111 generally have ar’ adverse effect
-
on -some types of districts and chiMren who have a legitimate

claim on other categories of Federaf assistance. For example,
while center cities are not bhrdenea‘in An Impact Aid sense and

R I ) . i

hence do poorly under all of our reforms, they .do haVve other L~

4, .
critical educational prleems‘thch need attention. Slmilarlyf

»

althouqh pUbllC hous1ng chlldren do Bet, in our ©pinion, represent

k]

a valld Impact Aid concern, many are educatlonally dlsadvantaged

>

- and thus Have a valld clalm on other types of Federal asslstance.

deal with

these kinds of problems, other vehicles which lcam address these

already exist,

they -should be more effeetively exploited. Expecting Impact Aid

L )
. . f
- ;.
‘d 4 2

-~

_v’ L g .1377r '”' i
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/ <
to ,continue to do this kind of doug\o and triplc duty.is un-

, realistic and 1nconslstent with both the program's pr1n01pal

*

Finally, althoudh we have atﬁempted to.be as ‘thorough as -

poss1b1e in our analysis. and explore as. wide a‘range of elements

and options as we could, areas exist‘where further stpdy ist ;19

~ .
- s ’

warranted. In particular, additional investiqation 6?~alterna—

tive methods for gauging'the.netaeffect‘qf Federal activities’onv

X . ) .
district resources would be most helgful and could result in
more eéuit Te compehsatlon schemes than we have devised.

FUrther investigation ofs the types of bﬁéL?ren for whom pay-

ments are made is ‘also needed. For example, the extent to which

] §Eyﬂgnts are made for children whose parents work on Federal'
' property in another district but not in ‘another county should

S

be determihed s1nce these payments are as dlfflCu t to justify

-

R

as those which are made for out—of—county "B" ch;ldren.
w * ¢ N
Last, more 1ﬂkornat10n 1s needed about the .effects Whlch ”
T . 4

.

‘more flexible Impatt Aid<equalizat10n provisions-will have qn
~ A4 - “ -

.

RN

State equalization refo ederal’ fuRding is a topic which

, . ot 8 .o
transcends uhe Impact id program, research pight have panticu-
. . .

larly large paydf‘s It might even result'in Federal programs

£
dhtch are deslgnec t6 facilitate State reform efforts. o
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purposes, and the leform objectives we have set. ’ . e 0

. . . :
. total distriet revenues. -‘Because improved coordination bétween ’
. 4 3 LI



