s

-

3

. DOCUMENT RESUME
ED 208 517 . o - , EA 014 062
AUTHOR . Hentschke, Guilbert; Yagielski, John-
TITLE . Fisc4l strain in an Era of Retrenchment.
PU'B DATE Apr 81
NOTE ; 29p.: Paper presented at the Annua; Meetlng of the
American Educational Research Assoczatlon (Los )
Angeles, CA, April 13- 17, 1981) .
EDRS PRICE HF01/PC02 Plus PoStage. X :
DESCRIPTORS *Costs; *Declining Enrollment; Economic Factors;

*Educational Resources; Elementary Secondary
Education; *Pinancial Problems; *Inflation .
(Economics); Models: Retrenchment .

ABSTRACT . B
) Preliminary results of a three-year study of fifteeam
school districts indicate that fiscal strain results from both

*intended® and "unintended" factors. The authors construct a model ‘of

fiscal strain that combines budgét constraints with schooli district
decision-makers" preference functions and indifference curves. Using
tﬁis nodel and*1976 and 1980 data from one schdol district, taey
analyze the three causes ‘of fiscal-strain, including price increases,
changes. in educational resources and technology, and enrollaent
decline (which increases per-pupil costs, reduces staff-pupil ratjios,
and causes salary and ‘district wealth bracket creep). The greatest
factor -affecting the district's fiscal strain is found to be price”
increases. Enrollment declines show little or no causal effect on
fiscal strain, 'while technological changes account for an
intermediate proportion of the strain. Price and enrollment changes
are unintended factors contributing tb.districts* fiscal strain, note

. the authors, but technologicgl changes result from-intended shifts in

federal or state policies. The authors suggest that current
government .subsidies to local ‘'schools target unintended fiscal
strains when they should focus on intended factors. (Author/RW)

"

******#**********;*#****##*******####****##*****#*#*##*****##***###***#

* Reproduc%ions supplied by EDRS are the best that canbe nade |
* ,from the original docﬂment.

*
*

#**************#***************************##**#**#********************

i




Not for quotation or attribution;

comments and suggestions are

. welcomed.
N +
H 9
BVel
@ . v
O .
(V)
(o ]
L
* s

v

U.S. DEPARTMENT OF EDUCATION ¢
NATIONAL INSTITUTE OF EDUCATION
EDUCATIONAL RESOURCES INFORMATION _ .
CENTER (ERIC)
2 s document has been reproduced as

~ recerved from the person or drgamization -

onginating it
L] Minor changes have begn made to nmpvovg
reproduction quality ’

F1§£2§ STRAIN IN AN ERA

OF RETRENCHMENT

. Guilbert Hentschke

John Yagielski

1

& Points of view or op»,mons stated in this docu-
me'm‘ho nat necessanly represent official NIE
position of policy

¢
=
—

S Nimemmn

L % \
1y . g"
o . .'v ‘
:
' f‘\ )
——— . '
L
. . Y
- ﬂ -
¥ .
-
¢ . .
: .
1981 fnnual Meeting .
Ame?iqin Education Research Association :
Los Angeles
' April 13-17, 1981 f
° 5!
& !
“PERMISSION TO REPRODUCE THIS
- MATERIAL HAS BEEN GRANTED BY |
] Yy |
~ (o Hen fscf)/(\p L
. A . ‘I ' |
¢ .
2 ~ TO THE EDUCATIONAL RESOURCES {
. INFORMATION CENTER (ERIC).” ‘

l'~“~1

« §



. . .
- . ~
. - N
L hd : *
.
Y

; Preface. ;
.

Thé work presented here is part of a three-year study, the purpose of

" >

and
!

_governance' of school districts.:'During the initial phases of this study, .

.which is to assess the effects of "fiscal strain' on the politics

it became clear that nfi§cal strain” (and related éh4ases like "retrench-
. . ’ ~

ment''), though often cfted, was not clearly defined or measured. FdJr some
~ 2 . - .
district deci;?zhkmakers it was synonymoys with enrollment declines. Ffor

others it captured the posture~of school districts in response to tax revolts.

h
s .

For still others it Qeant simply not being able to provide {purchase)
- (O :
the kinds of programs: and services heretofore available,
o p ' .

While it was possible to measure changes in enrollments, changes in

.

/expenditurés, shéﬁt”term debt, and so on, it has been exceedingly difficult

.

to ‘relate these measures to fiscal strain. We are gradually concluding

™ -

that "fiscal strain" is as much a psychological construct as it is a

financial index, and that attempts to measure fiscal strain in schoul districts

" must include recognition of ‘expenditure preferences at the local level. If

, not, the forces which are commonly thought of as inducing fiscal strain

. . 5.

megely act toé réd?stribu;e the combinatjons of goods and services that ° .

» .
L . N .

" are purchased ‘in school districts.” This paper represents an attempt to
o L . o . )
portray fi{scal strain as a function of schoo} district preferences and to
Y o N ~ \
. . , / .
“define and measure those * factors contributing to fiscal strain. °
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FISCAL STRAIN IN AN ERA OF RETRENCHMENT /
-’ ) ‘Q" .
BACKGROUND ' T .
< , '

Few issues have captéred'the'imagination of educators more than those

surrounding "retrenchment in school districts. Not unltke an educational
"black hole" it has sucked into itself such diverse topics as the study -
of "'school district policy making, the.analysis of enrollment changes on

operating cosfs, changes in service levels, the impact of inflation,

~

reductions in course offerings, .school closings, administrator behavior,

and teacher mobility. Despite the variety of subject matter, two phenomena

" -

are implicit in each study: (l) .conditions over which district decision
makers have no direct control change in such a way as to reduce the

discretion of district administrators; and (2) the decision alternatives
J . . .
which remain are as @ group less preferable than thd%e which were removed.

3

. * o o
District administrators are forced to.chodse-among progressively less

¢

preferable alternatives.
. ~ )
The mechanism which apforges these choices is the balancing qggeﬁjdn‘

i 1

. [ L
of revenues and expenditures,.i.e., the budget constraint. It is not

-
v

that districts are legally prohibited from engaging in once legal attivitiesy: -

- RS

rather districts are financial]yprohib(&if from engaginéijn'once affqrdablé

-~

activities. This can happen in one or mofe of only three ways: changes in ’

y
T

volume; changes in the prices of Tnputs; and changes..in ""technology' or
t .

. N ) .

the manner in which inputs are combined for service. , R

. .
v .

\

Tﬁege arguments are portrayed graphically in exhibits 1-3. Dispric%

decision-makers have preferences for particular mixes of resources for . .
e - Lo
N . - ’
. . . N -
schooling. The value of one type of .input (Rgsource X) can expreSsed in

. ' . - p g " , ‘
terms.of the amounts of other inputs (Resourcé Y) that the decision-maker-
! : i o ’ :

« .
’ . L4 . [
e - B . a
s . .
) . - \ -
o



is willin to give up in order to gain additional units of Resource X. fhe

4 *

perceived value of ‘these tradeoffs can be portrayed graphically as consumer

?

|

|

} lndlfference curves. (Viewing the educatlonal decision-maker as ® consumer of

. inputs into the educational process seems to be more realistic than viewing

the educatnonal decision-maker as a producer of education for three reasons.

’

Flrst, in the latter case, constant quality must be assumed when in fact
constant quallty is not assumed in education, nor does there exist a widely . f
agreed upon- measure of school quality. Second, and related to the‘first,

fixed combfnations of inputs for a giyen~level of output or quality must be

assumed, when in education ratés of substitution continually change- Third,
\

like consumers, educational decision-makers hayve infinite wants with declining
marginal utility. Their behavior is not characterized by least cost com-

binations of in.uts, given a level of outpyt. Rather, their behavior is -

M .

one of utility maximizing, given a budget constraint.)

4 . Y .. .

/

2

L

Thtee indifference curves are portrayed in Exhibit 1. The curves

-~ A

farther from the axis represent progressively higher quantities of resources

consumed. Educational decision-makers would prefer to have moré of all

~ .0 o -
. R resources, but are prevented from doing 50 by a budget constratnt. Not unlike in-
dnfferénce curvesy, the budget constralnt can be thought of in terms of the .
different combinations of inputs that can be, purchased with a given sum of ,

money. The budget constraint po;trayed }n Exhibit g, for example, portrays the

- ) - LI
) various combinations of resources X and Y‘that ¢an be purchased for a fixed
sum of money,eB. ° ) Ct
" The educational decision-maker attempts to maximjze perceived utility.

-

To do this, the educational decision-maker will select the highest possible,

. . ihdi%ference curve which is tangent with his budg&t constraint and consume .

* . - ‘ / - .
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3, . . .:, f\ ‘ . -~ ) ‘ . .
Co (purchase) resources Xgand X.in,accord with the point of tangency. X

% o, Flsca] straln Facrng schoo] digtricts is described within this model -

) of tRe |nteract|on of ‘preference functions, indifference curves, and budge;, .
>\ : t . " . - N -
constraints. -

. ® .

Y
-k

’ ' Fiscal Strain-Through Enrollment Decline -
\
Fiscal straln can occur in one or mofe of three ways. Consider first —

. \-
. the wndely documented relationshgge between enrollment decline and fiscal

. . i » N
"strain. Enrollment declines cause fiscal strain through four major geyse-

effect'arguments: ingreasing fixed costs per pupil, declining staff-pupil .

..
)

ratioé; average salary bracket creep, and district wealth bracket creep. ~

~

Each focuses on a different manifestation of the fact that .in the short ruqs

H

The first three 'drive up costs facing the district, while the last one acts

- -

- ! . . . . .
to.drive down revenues. In order to provide a common basis for discussion,

\
.

. - the arguments of each are summar ized briefly here. )

- As enrollments decline, the fixed costs per pupil increase, everything

-

else being equal. Man& costs of schooling are not totally vatiable&y/WEen

; ..: ~ ) N B
_ o2 district's;enrollment changes from Loo to 399 -eaingf the remaining students

* . Nt
N N £l
>

“carrles“ a little more of, for example, the superlntendent s Salary " Fixed :

)

- costs per pupll and hence total costs per pupnl go up when enrollments decline.

Pl .

‘ ~ Though widely acknowledded, few studies have attempted to derive fixed- .,

L

., * .

variéble-cost ratios for individual districts. The detHning stafﬁ; ‘ ‘

o ‘puptl ratno argument is no more than-a variation on the flxed—varlable argument.

¢

A The dlet;;ct with 400 pug\ls .and 1 teacher for. each of 12 grades that looses

4

1

one student in each grade, can not very: well let a teachaer go., The net

%
.

effect is'a reduttlon in pupll teécher ratlos from 1:33.3. to 1:32.3.

.
. .
.
.o J
. L : i
o x . ’

- "
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As seniority rules force younger, (lgss expensive), teachers out of"

schools (or at least reduces their rate-of ‘entr§) the average age ‘and . ,

expense of staff increases disproportionately. This results in the
_average teacher éalsry creéping up the salary schedule. . <t

"r " At the same time the first three factors are at work driving up

™

costs, the fourth factor (district wealth bracket creep) .is driving down ‘ )
revenue. School districts - across the United States receive about one
. S .

‘half of their operating revenues from state and federal governments.
~ - ’ ) A

- A ‘

This aid is awarded largely on the basis of numbers of children per district ’ -

\

o (counted either as enrolded in school or attending)Q§§C0nsequently, with‘

—-— ~

fewer pupils'thg district receives less total financial assistance. In

.some instances this aid is further reduced because the district aﬁpears

¢
’

to be wealthier and hence deserving of less aid. Districts with low

-

amounts of property wealth per pupi} usually ‘receive more aid|thqp -
X .districts of_ the san‘E;:e with greater property wealth per pupil because ' )
state governmer}:.g\ attemp to equal‘&’evenues available to ""rich" and

"poor' districts. As a districts ehrollment declinega the amount of

_ property wealth available per gupil increases. The district which loses \ \
' L ) o
enrollments appears to be richer, élthgygh it has only lost -pupils, not

gained in total property wealth. Because it appears richer, the state

automatically provides less state aid per pupil to ?he district thah would
N :
r_-&

have been the case had the distr[q&\z?t lost pupils. Because most enrollment -
driven aid formulates are based on average rather than marginal cost . -

-—

concepts, districts which lose enrollments must resort to retrenchrfent even
| , . : ° 0‘, . .
- _"though the cause of the retrenchment is educationally unintended by state -

level decision=makers.

\

|

i

i , =

| ’ 3 "‘ ‘ — ~
|
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. These familiar arguments bring about fiscal"strain through various

‘

interactions of indifference curves, pr{ees of inputs, and budget constraints.

"Enrolliment declines reduce, the educational decision-makers consumption

of educational inputs through a reduced budget constraint. Consumption is
f" _\ . -~
distorted in this instance because the educational decision-maker can not

e

. ] ’ s
simply move from the point of tangency of,ll and Bl to, the point of tangency

-

of 12 a?d‘bz . (Exhibit 4). Because Resource X is a fixed cost while

N Y

PR \
Resource Y is a variable cost, consumpt ion moves from~C] to C3, not 'to Cé.

The fiscal strain in this instance results from the-educational decision-

maker being forced to consume qQantities.X] ana Y3 rather than X2 and YZ‘

Fiscal Strain and Pr{ce Changes .

»

-

Increases in price levels cause fiscal strain, because they result in

., a net decrease lqgthe level of the budget constraint. ‘As shown in Exhibit 5,

proportionate increases in the price levels of inputs X and Y reduce the quan-

"tities.of these resources that can be purchased from €ombinations lying along

- °

' 3
B, to combinations lying along BZ‘ The resulting consumption levels of both’

1

thputs are forced downward equa11% shifting consumption from X]'to X2 and YT
N

to Y2‘ When the increases in relatiwe prices are not proportional (Exhibit 6),

N

consumptlon is shifted downward but relatively greater quantltues of the rel-

atively cheaper inputs (Resource Y) are consumed (Y3 instead of Y )

’
'

L
-

Chasfges in Technology

< ’ .
Changes in technology can cause fiscal strain.if they do not refleEt

-

shifts in the lndlfference curves of Ioeal decnsnon makers. Consider first an

!

»

jstanCe where district decision-makers change the|r indifference curves (for

- -

any rehson).i For a given budget. constraifit they decide to purchase relatively

S

-
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. Exhibit 5
' Resource Y BI :
-~ ¢ Fiscal Strain from Enrollment Declines
I8, . ‘ .
%
* Y Q )
C
. Y2
Y > _ 1, .
. I] <L
1 ¢ X N
2 Resource X N
. - ) Exhibit 6
Fiscal Strain from Uniform Price Increases
Resource Y B . -
< ' ’ 1 ) .
o 3 .
) ]

<
a—
A
N
4

. \ §t::+a~. I]
X2 X] Resource X, .
Exhibit 7 .

’_Z, - A <

-

Fiscal Strain from Non Uniform Price’ Income

Resource Y
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'more of one input (Resource!X in Exhibit 7) and give up the.dollar equivalent
. i 3 .

of other inputs (Resourde¢§). As an example, district decision-makers may ",

3

wish™ to purchase more teqchér aides at the expense of not pyrchasing dther
i : -

Inpufs. Fiscal strain if not present, becéuse'phe level of consumption’has not

L 4

__been reduced. Rather,,the preferences of district ﬂecision-makers have changed,.
/s

a
-~ I d -

2 favorfngfznfe of Resourge X relative to Resource Y.
. Relatively few ch?rges in technology result,f;om-locél prefereﬁce’shifts.
;Q. Many ghange§ in technoldgy reflect responses to highe}_levéls.of edqca£ipnal
decisions.: étate laws hh{%h réqui{e districtsoto reduce their maximum class
sizes‘for speéial g%ou?s of studen}s in effect f?fce ldistrfcts to dee\
x from their preferred cogbination of resources at their budget constraint to

* s . . Iy
some other combination.| In Exhibit 8, ‘the district is forced to move from.

C] to CZ, because of an externally imposed change in technology: In theé

example requiring reduced class sizes for special groups of pupils, the

<

~ district is forced to buy more of certain types of teachers (XI to XZ)

" at the cost of giving Qp othey resources*(Y] to YZ)‘

N F .
« A\l [

Fiscal Strain an Finanéial Relief '

train emanates from three major causes, discussions of

-

I -

Because fiscal

school district '"ai

* -

anallment aid, ehergy assistance, special education funding. At least two ,
& . » * * .

[

issues need to

~

* ‘ . O . .I .
e addressed before a coherent policy on financial assistance
&5

[y
.

/. . et s T .
can be statedy First, what-are ‘the relative impacts of the different kinds
of strain d¢éiribed here? For exémple,'héve ¢hanges ©n enrollment imposed

~

relativel greafer fiscal “stratn on school districts than_changes in tech-

nology Or changes in price levels? ﬁ\ggcond and more basic quéstidn is, .«

.
)

3
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should all types of fiscal strain facing school districts be candidates for

state and federal financial assistance? We will attempt _to address these

v

(:j_questlons in the remainder of this paper

<
[}

s . -
f Y
N n

MEASURING THE RELATIVE FISCAL STRAIN TMPOSED B§QENR0LLMENI DECLINES, PRICE

4
)

LEVEL INCREASES, AND CHANGES' IN TECHNOLOGY - . = . °*

[lttle work has been done in educatian;to attempt to isolate the unlque‘

~
effects of enrol lments, prices, and technology on flscal straln We can

certainly make inferences on thelr comblned effects by looking, for," example,
/

¢

at changes in per pupnl and total _costs over long periods of tlme, by observnngl

the contlnued declxnelln pupil- teacher ratios since the end’ of the l9th

Century, or by recording .changes in what'a startlng teacher makes over long

t

periods of time.. Despite these efforts we have had_difficulty in disentagling

thL contributions to strain.

o

. In an attempt to measure the ‘ef¥ects of eacli of the three facters on
~

fiscal strann, we have constructed the arguments below.

lf dlStrlCt expendltures at a.point in time (t) can b expressed as A
function of enrollments (N) oprlce levels (P), and technology (T), then it

wouldéﬁf possible to evaluate changes in dnstrlct expendltures between two

-uii“~-~.p01nts hh tlme (say t-1 and t) as. a functnon of’ changes ‘in enrollments, price

o - . ’
levels, and technology. » ’ . . S ) .

E, = f(Nt + P +"Tt') - .

1ikewise, . R

oo = FWpp* Py ¥ Tep)

The change n expenditures, (D) between t-1 and-t which is attributable
Vs , -

- . * < X
to changes in enrollments can be formulated as: |
\ ’D a ’
, B3 . \\. .o .

- -

[y
o




. . A .. L .t ,
U DN=f(N *PHT) | : . -

+

The change in expendltures (D) between t=1 and‘t which is attributable

to changes in price levels 'can be formulated as:
/

D, @#F(N_, PR Te-1) ’ » s .

* And the change in expenditures (D) between t-1 and t which is . R

J .t ' . - .
attributable, to changes in technology can be formu}ated as:
V) ._:! ‘ + * ' - _' ' 1,: . R ',
O7 = f(Nt-l * P Tt) e . -

The .relative impact on fiscal strain‘of enrollment declines, price .

level inéreases: and changes in technology can then Se ascertained by

X combaring the relative sizes of DN,'DP, and DT: Data were gathered from a
singfe scBoo] district for two,periods in time (1976 and 1980). Enrollments .
and pupil teacher ratios for the major-program for the two periods are listed

in Table 1. Program expenditure |nformatxon was. comblned with stafflng ratlos .
e ¢
$ -

to- develop eleven measures of technolégy (Table 2)- As an example of how

technology was defined;,the first row entry~qq Table 2 reads as follows: -

5 . -
For the K-6 program, a tota] of $5,990,000 was spent in ,1976. ) -
For every 28.5 students in“this program, $25,200- was spent. In_
1980, $8,016,000 was spent én this 'same progranm. For every 25.2 N
students, $35 300 was- spent ’ : -

-~
@

/
By referring back to Table 1, .we know that 6772 students were served

“in thts program in ]976 in classes where' the pupll teacher ratio was 28 5.

In 1980, 5830 students were served in this program,in classes where ‘the pupil

teacher ratio was 25:2. Similar price and technology factors were developed

for the other major categoreis of expenditure of the school diétrict.
v Total expehditures'captured by this partiéufar formulation were $27,457,000
4 .
’ in 1976 and $40,696,000 in 1980. ' Actual expenditures in the district were

higher by several million dollars in both periods, reflecting expenditures

for debt.service, tuition, and fund transfers.which had been excluded, The

s
- a

14
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Table - |

ENROLLMENT AND“STAFF DEPLOYMENT\ 1976-1;53\§-"'

1976 - 1980
. ‘ lStudents Teachers Ratio I IStudents Teachers . Raf?b lg
Enrollments K-6 .t 6772 238" 28.5 5830 231 25.2
7-8 2056 13, 18.2 1914 105\ 1\{.3
912 o ohabh ot 227 18.7  -4069 232 17.5
Special Educgfion-%' 141 --. ' 235\~\”
AN _‘1—""3,213.& . _ 12,043
Guidance 6,300 18 ©  350.0 \ 5,983 19  315.0 °
, ' 1976 1980
Buildings  K-6 . 13 13
. ' vy : . .
7-8 + . 3 - 3
9-12 ) 2 . 2
L - .
' ﬂ * .
T~
. AN
195 ) \
1] ’ -




Student
Determinants

A

School
Determimants

" District Qtjyation

Table . 2

v

, 1976'Expendlture; ($000's)

¢
l thal
K'6 _- $5,990
. 7-8 $2,632
9-12 $5,677
Guidance $ 533
¢ - 4
Special Education- § 770
Transportation‘ $1;2h1.
. .g“l .
K-6 $2,5658
' g
7-8 $ 676
Facilities $2,190
$3,225
$27,457

Per Unit
$ 25.2/28.5 students

$ 23.3/18.2 students
$ 25,1/18.7 students

$ 30.7/350 students

3$ ‘5.5/ students

$, 9.4/100 students

$196.8/building

.$225.3/bujldin§

$648.3/building

$109.5/Facility

Price Levels and Technology  1976-1980

1980 Expenditures ($000's):

l Total
. $8,160

$3,553

$8,327-

$ 815
$1978
$2,454

$3,594
$ 761
$2828
$3,355
$4,871

$40,696

Per Unit .
$ 35.3/25.2 students,

$ 33.8/418.3 students ,

$ 35.9/17.5 students
$ h2j§/315 students
$ 8.6/ studenis’7

$ 20.4/100 students

$276.5/bullding
$380.5/bui[§;n§‘
$942.7/b01 1ding
$167.8/factlity




¢ » - . .
& . "o , -
.subsequent step in the analysis was to determime how muéﬁ/influencé each of the

three factors had on the intrease between the %27.4 hil[ion in 1976 %nd the :

- ) - ¢ td
P .

$40.6 million in 1980. . - .

The effec&szd?r;nanges in en?ollments on changes fn total costs are ’

portrayed in Table 3. Enrollments fﬁ’)l980 were combined wnth 1976 technology
and 1976 prices, and total expenditures dropped from $27, h57, to $26,427.
eal per pupil! expenditures increased from $é078 to $2194.)

he effects of changes in price lévels on changes in total costs. are
~ . )

-

portrayed in Table 4. Price levels in 1980 were combined with 1976 technology

- - -

and 1976 enrollments, and total expendifures rose from $27,457 to $38,487.
The effects of changes in technology on éhanges in total costs are portrdyed
in Table 5. Technology'existing in 1980 was combined with 1976 prige levels

and 1976 enrollments. As a result total expenditure rose from $27,457 to

$30,404. Relative effects are summarized in Table 6.
. Because both the theoretical framewbrﬁ'and the methodology of this study
are exploratory at this stage, geng;alizations must qf necessity be tenative.

The findings do, however, suggést several possibilities. First, the impact

-

“on fiscal-strain of)declining enrol Iments supports the outlook of the Com=

mission on Declining Enrollments of TCanada:
. The main challenges facing the people who make decisions for our
educatign systems do not come from declining enrollments, but from
the economic and public finance conditions that characterize the
late 1970's and promise to be facts of life for some years to come.
These conditions make it difficult to-accomodate decreasing enroll-
s, but they are also conditions that would have made it far,
difficult tg/%ccomodate increasing enrollments.

-~




Student
Determinants

School
Factors

K-6  (5830/28.5)
7-8  (1914/18.2)

'9-12 (4669/18.7)

Guidance (5983/350)
Special Education
Transportation

L
K-6 °

7-8 L

*9-12

e

Facilities

District Operatior

\

.
A

Table 3% o

" EFFECTS OF CHANGES IN EQFOLLMENTS ON

TOTAL COSTS 1976-1980

1980 EnrolIment *
1976 Technology
205

106

218

PR

18 \
. 230

102.43

1976 Rates
'($000's)
$25.2
$23.3
$25.1
$30.7
$ 5.5
$ 9.4

$196.8
$225.3
$648.3

1{109.5

$3225-

5166

- $2190
© $§3225

26,427

fCosts
($000's

$2470
$5472
$ 553
$1265
$1132

$2258
$ 851
$1945




Table 4
-~ . ‘,a ) .
i, EFFECTS OF CHANGES 'IN PRICE LEVELS “~
' *ON TOTAL COSTS 1976-1980 ‘ .
) 1976 Rates 1980 Rates @ 1514 1976 Enrollments  Cost )
*($000's) ($000's) (1976 units)  ($000's) 7
Student ‘ ' ’ ) . . { ‘ )
Determination  K-6 ‘ $25.2 ' $35.3 > 238) $8401
7-8 K §23.3 . C$32.6 M3 $3684
9-12 : y o $25.1 $35.1 227 $7968 \
t ,
Guidahce L8307, $42.9 v 18 - 8777
‘ Special Education $5.5° ) . $ 77 ) 141 $1086
| /Transportation  $9.4 $13.2 " ¥32.13  S174K .
| School ' e ‘ . ) ' ‘ ‘
5 Factors . .- K-6 : . $196.8 ) . '$275.5 13 $3582 . ~
i .78 . ©N$255.3 $315.4 3 $ 96
[ 9-12 , , © $648.3 $907.6 C 3 §2723
. Facilities $109.5 a3 20 . $3066 N
Disfric’:{'t Operations’ » ~ $322./5;,  $4515 . . - $4515 |~ \&x“)/
k: ~ \/,. ) . . ) ’ B $38)l*87 -
. . . 0‘
¢ ) Y
20 o :
i .- . - 21
. ~ .




Table °5

¢
& o
e

EFFECTS OF CHANGES :IN “TECHNOLQGY °

.0

o . . S
ON TOTAL COSTS™ 1976-1988
] .

1976 Enrollients.. _ - s _ 1976 ' Cost

(1980 units). . =~ : ($000's)

, '
s - e . T

v

Student : & :
-Determinants K-6 (6772/25.2) ' 269 o . §25.2

4

$6779
7-8  (2056/18.3) om3 . s24.1 g $2723

c

9-12 (4244/17.5) 243 L sl $6221
Guidance (6300/315) Vo200 . Lt - s306 0 ot $%12.

Special Education 141 L e $64 o, $ 830

* Transpertation 132.13 Ce o sel 81929

‘Schoo 3 _— - ' p & - ‘ |
Factors : ( _ s $197.5 . $2568
| woan8” L $ 85

9-12 3 LT sers. . $2020

A

Facilities ’ ‘ " $J—1-9.9 o ,$239§
o s

- " District Oper:at"ion ._. : . L - _ $3479 < ‘

$3479

" $30,404




Table' 6

A

‘ COMPARING THE RELATIVE gFFECTS OF

. . s
" ENROLLMENT, TECHNOLOGY, AND PRICE’EEVEL CHANGES

~ ’ 1976-1980

ENROLLMENT 1976 . 1976 1976 1980 e
: : , ' &
TECHNOLOGY 1976 1976 1980 . 1976 1980

PRCE LEVEL C 1976 8 1980 . 1976 . 1976 . 1980

TOTAL-COST .$é7,hs7 $38,487 $30,404 $26,427 . $ho,696'
($000's) : . -

. / . ' . . L4
DIFFERENCE '76 ) $11,030 $ 2,947 $(1030) $13,239
.($000's) i o _ ‘

COMBINED EFFECTS . o - . $12,947
($000's) R . . ’
MEASUREMENT ERROR . . E $ 292
(s000's) . - . " . .
. .
) {
'S i 5 R “
B -; 24
5 2
— \‘ ?
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What do these findings suggest for the manner in which school districts

E
are aided by state and federal levels of government? We think that one > -

-

consideration lies in being able to(distinguish between "‘intended': and
o} ¢ ‘

"unintended'' factors contributing to fiscal strain.

. NN

~

FISCAL STRAIN AS A COMPOSITE OF '"INTENDED'' AND "UNINTENDED'' INDUCEMENTS

TJO CHANGE CONSUMPTION PATTERNS IN SCHOOL DISTRICTS \

1

. .. . b
Fiscal strain is caused by a combination of factdrs. Reductions in

volume drive up unit fixed costs and reduce total revenues. Increases in

-

" the relative prices of some inputs will cuase some substitution of that input
for less expensive alternatives. Externally imposed changes in ;technolagy
will, by definition, shift resources from preferrded alternatives (absent of

j\\;;?z?nal funding for the entire cost of the change). In all cases the

2

budget con§traint facing the district ferces it to forego certain once

preferred school inputs, i.e., to ''retrench." éé{

As a consequence of widely held beliefs by many'educatdr%, many of
e
these factors which contribute to fiscal strain’are also candidates for
. . . l . -
financial assistance from state and federal governments to schoSl districts.

Ve - .

Many states are Icfmpensating districts for losses in enrollments, increases in
: ’ .

Q

energy costs, theflncidence of children with special needs, density of

population, sparsﬂty of population, etc. .

s Althougb all of these Pactors have the common ‘characteristic of not being
directly-controllable by district level decision-makers, they differ from’

B8
each other in the degree to which they are preferences of htgher levels of -

—— — =/

education decision-makgrjs.~ State and' federal mandates for schébls are

"purposeful', i.e., fhey are designed to override the preference functions

of local school districts. It is assumed that states and federal‘gieferenée

) A}

. v " . 2_,_, . -
| 5 .

“
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"

~ functions (imposed on school districts in the form of laws and regulations)' .
-~ q - . Y
»will yield a 'greater good", whether theysadeal with reqqired ipstructional
\l . vf—
programs, audlt of pupil transportatlon records, class size and teacher

w@ .
: @ +

”certlflcatlon requnrements for special educatuon, energy conservation, bid _

it

. s

‘“ . laws, or regu]atnons on voting and elections, etc, .

f< These and other %:ternally lmpose& mandates reflect deluberate attemqyg -
wnthtnAthe é?stem of public egucatlon to “|mprove“ public education, and are:

distinguishablé from other factots over which lgcal school districts have no

-~
.
.

A .
" direct, short-run control such as enrollment changes and price changes. For .

f
° N . . N .

brevity, we can label the deliberately imposeé changes as ''educationally

intended“, and those not de]iberate]y imposed as ‘''educationally unintended."
& ®? “

#
To the extent that Yeducationally |ntended” factors actually shift

local allocatlon dec1510ns, state ahd feder:l educatign preferentes wn]]

.

. . over-ride local preferences. (In this awrgument it is not necessary to

& assume that state and federal mandates are ﬂbetter“-- only to assume that
e ¢ * a | . . " . . .
they reflect the preferences of state and federal education decision-makers.) .
AR ] . “ " M

To the extent that ''educationally unintended' fdctors shift local alloca- |

. Lo A Tt o <,
tion decision, neither state or local preferences predominate. To the * g
X ( o " | . .
.extent this is so, fiscal strain at the school district level has-bbth desire~- = -
. . ’ 4 ~ . 4 ) 3 &
able and undesireable effects from the perspective of state and federal level, K

educational decision-makers as well as.local decision-makers:—Forcing a local
t ' .

school district to allocate more resources to ecogspical]y and educatdonally

— . " 0
~ 5 . . .

disadvantaged students may be seen as a ''greater goo&ﬁﬁby state apd federal . °

&

.

’ . . - . - ‘ . = . \"_ - - v hd
educationaf decision-makers. Because it forces dlStFlC?%{to allocate resources
v 4 . Aot g

: . . . .
In, ways more preferred by state and federal educational decision-makers, it

b @ .
~would not be seen as such b dlstrlct level decision- makers. (Were |t}

i =
preferred alternative distfict decision-makers would alread;gﬁe allocatlng




~

' \\__jégg resources to such styé;nts.) Similarly, state and federa edﬁc;%icnal p "

decislion-makérs perceive a greater good in requiring local districts to

1imit class size for certain groups\gf students. Again, if local deci.ion-
) o Y

ymakers agreed, they would already have limited class size prior to the (;\

P

% mandate. The shift is "intended." ’ . e ~

.

» 'é.‘

Conéider,‘on the other hand, educationally unintgnded forces,gé.g.,
forces to allocate resources in less preferred ways due.to price increages.
/f\-, No educational.detisfon-maker withip the educétion system perceives a greater,
educational good.'n, for example, paying 30% more for fuel than the previous

;?_ . year especially when those additional dollars fust be taken from more pre-
o

ferred uses. One could argue that not only are the preference functions of
. <

local districts restricted thereby, but that the preference functions of state and

fedsral educational decision-makers are restricted as well.

.
- .

From the standpoint of local district decision-makers, the fiscal

effect of ""eduationally intended" and 'educationally unintended" factors

is identical.’ It matters not whether reLrenchment is caused by externally

imposed»mandafes which change the technology of the district, by enrollment‘

declines, or by~price changes. In all instances, additional resources must y
_ . N
: -

be committed to some activities and withheld from others resulting in a
A -

less desireable bundle -of education services as perceived locally. - o

13

Within this formulation of fiscal strain, the fiscal effects of enrollment
decline are ''educationally unintended.'" State and federal educational ‘decision-
makers perceive that -no 'greater good'" is served by districts who lose

. R o

~enrollments. Neither is a ""greatgr good'' served by districts which pay
P -t ) ) /
more for utilities. - . D E

~

Alternativel;,'a ""greater good'':is perceived by state and federal

edusational décision-makers to existby having school districts spend more

" -

! . <
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X
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on certaln programs than the district currently spends This is accomp]lshed

- - ;

by the enactment and enforcement of state and federal statutes. : N
© -

To the extent that the unintended sontributors of fisca[ strain are

¢

L
subsidized, neither local nor state and .federal consumption preferences

are directly encouraged: How many more school buildings would have been °
s .
closed over the last decade if major fuel subsidies or‘enrollment loss

subsidies had not’been granted to school d;strlcts? Alterna&!Vely, how much
& \ '(\ ,\
more effectively would the intended cdntributors of fi

¢

ical strain shlfteq

consumption patterns if they had been subsidized to a’ greater degree?

E

Eiamples in the sample district include mandated and underfunded programs

-

, related to the implementation of competency testing, Title IX; special

o

i:ucatlon, compensatory educatlon, and career educatton. ) ' s
Intended changes appear to be largely reflected in changes in tEChnology
whereas the unintended changes appear largely in the areas of price level

changes and enrollment changes. To the éxtent that unintended changes cause

fiscal strain and are not subsidized, districts will adapt through changing
. . .

consumption patterns; consuming less of higher pricéd resources. State and .
federalaegducational decision-makers would prefer rapid response to the '
. §'£

unintended changes, because it permits districts to shift resources toward

' Q

the intended changes. But this is not the case. . . ] " oy
h ) PR Y ) - ‘
in the-case\QfJLhe sample district, enrollment declines (uninténded -

changes) are highly subsidized, while many intended cnanges are either not
PN » - . ha , .
subsidized or partially subsidized. The district has no incentive to retain

students, and has mo incentive to shift consumption patterns to align with

. N -
3 (Y . .

intended changes Beyond enforceable minimums. . s - )

-~ 1§
!

i For this reason, it appears. to us that current aid mechanisms may not

be serving the consumption preferences of -either state and federal or

4
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+ school district educational decision-makers as well as they might aid |
mechanisms tied more directly to intended changes would yield greater
"consumer satisfaction' on the part of educational decision-rﬁakers at all
5 , . L
levels, especially the state and federal level. '
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