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Executive Sum mary
This report presents the funding prospects forlpublic elementary and segondary
. education for the fifty States and the Distriot of Co]umbia. The a&emment of funding |
prospects is based on analyses of past population' and school enrollment trends, population {
. projections for each State, and fiscal developments that have influenced school spending |
( . levels in the States during the past ten years. These analyses suggest that several |
critical issues in the financing of elementary/secondary education will emerge over the |

/ next decade.

o Anticipated growth in the school-age population will lead to additional resource

require ments for elem entary/secondary education over the next several years. .
The next ten to fifteen years will be quite different from the last decade for’
elementary/secdndary education finance, largely as a result of the pmjected reversal of
ento]lm ent declines. The 19705 and early 19805 were a period when the country's school~
. age popuLation dropped markedly. These dec]ines contributed significantly to the growth
in real expenditures per pupil. Between 1985 and 2000, however, the school+age
' population is projected to increase by about 18 percent for the nation. Without the .
benefit of declining enrollments, many States will be required to increase total re\re‘nues
.for schools more rapidly than in the past decade in order to maintain current l;evels og
- real spending per pupil for‘elementary/eecondary education. . Lo /

., )
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4

‘. ;'“;é‘?f R - Elementary/secondary education will face revenue constraints ansing from 0 |

o competition from other sectors foumbhc resources.
":)‘,, A . '

’

Since 1975, the State-local public sector has been relatively stable, while the share
of these funds a]lpcated for ele mentary/secondary education has ‘declined- steadily. In-
the efrly 19708, spending for local schools comprised nearly 30 percent of State-local
expenditures, by 1975, it was down to 27 percent and by 1981, it had dropped to less than
25 percent. This shrinking share for elementary and secondary education reﬂécted both

"' the dec]ine in school enro]lmenm ard a shift in resources to other public functions. -% “
Between*.1975 and 1981, the increase in the proportion of state-local spending devoted to :;

health, hospitals, and welfare virtually equalled the decline in the share of expenditures -, i N
o for elementary/secondary Mucation. . (’




The future direction of public spending is difficult to predict, but the rapid growth

/ that characterized the late 1960s and early 1970s is unlikely to recur. With a relatively

) stable public sector, a school-age population that will remain small relative to total
population, and a rapid growth in the adult population over 65 (who may genergfe a

8 ) demand for different public services), elementary/secondary education/ may face

increasing competition for State and local revenues over the next several years.

These developments provide the general setting for elementary/secondary
edocation.finance over the next decade-and-a-half. This national picture, however,
captures neither the significant de mographic and fiscal diversity a mong States and school -

“ . districts nor differences in current resource levels and future funding prospects. The
following points’should be underscored: ‘

o Current expenditures per pupil for elementory/ secondary education differ at the |

extremes by a factor of about two-and-a-half to one. After a long period of

convergence, average spending differences among the States are now increasing.

" 0 The prospects for financing schools in the States vary significantly. Assessments

of future spending levels range from: favorable to unfavorable, based on the match

or mismatch between the projected demand for education and the State-local

resource base.

Fourteen States and the District of Columbia have favorable funding

prospects. Expenditures per pupil are projected to be ten percent or more above the
national average in future years. Most of the States in this groupe#® in the Northeast
and Mid\west. In 1980, these States contained more than one-third of the country's
school-age populatl.on and about the same proportion of public school enroliments. By
2000, these States' share of the school-oge population is projected to decline to less than
27 percent, but a high proportion of school~age children are likely to come from minofity

. backgrounds. o , , : .,
’ p _ The States in this group share several .charact:erist'ics that suggest favorable
' funding prospects. Almost all the States have high fiscal capacity, exert a moderate to y

higt. ‘fort for education, and have high levels of expenditure per pupil; in most, the
school-age population is projeoted to grow slowly or 'i'f)rdecline over the next decade-and-
a-half. With stable or dec]ining enronm ents, these States should be able to maintain
their high levels of spending for ele_,entary/secondary education in the future.
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Many .States in this groUp contain large city school districts where funding
prospects are less.favorable than the prospects for the State as a whole. Several of these

States may also be undergoing structural changes in their economies that may limit their

ability to finance schools at existing levels. However, even with expenditure cutbacks,

the States in this group should céHntinue to have rglatively high expenditures per pupil.
Seventeen States have average funding prospects. Expenditures per pupil are

projected to be within tep percent of the national average. The States in this group are

located in every region of the country except New England. The proportion of the
country's school-age population in the States is projected to rise very slightly over the
next several years, from about 37 percent in 1980 to about 38 percent in the year 2000.
This group of‘ Staées tends to be more heterogenerous in its de mographic and
fiscal characteristics than the other two groups. While fiscal capacity tends to be around

the national average, school tax effort and dependence on Federal aid range from low to

high. In some States, the school-age population is projected to decline, but in others it is '

krojected to grow rapidly in the near future. On balance, however, the combihation of
factors in each State suggests that ipendlture levels will differ from the national
average by less than 10 percent over the next decade,

‘ Nineteen States have 'unfavorable funding prospects. Expenditures per pupil

are projécted to remain ten percent or more below the nat‘:ional average. The States are
located mostly in the Southeast and northern New-England. In 1980, their school—age
population comprised 29 percent of the national total; by 2000, the proportion of school—
age children in these States will exceed 35 percent. With the addition to this category of
four States, including California, whose assessments were closest to being judged
unfayorable, more than half the country's school-age population will be located in these
States in the year 2000. ‘

¢ -

Several demographic and fiscal characteristics suggest unfavorable funding
prospects for these States. Most have low fiscal capacity and low expenditures per pupil,

\

and many are heavily dependent on Federal aid for school revenues. Nearly all the States |

are projected to experience large increases in their school-age populations between 1385
and t:he end of the century, with increasing proportions of children ]ikely bo be from low—
income and minority backgrounds The mism atch . between the dem and for
ele mentary/secondary education and the suppiy of resources appears tor ‘be most
pronounced in these States, as a result, expenditures per pupil are likely to be more than
ten percent below t.he national average in future years. N

-1ii~

\UAWRY 6 . )

-




FUTURE SCHOCL FUNDING PROSFECTS

F'F-lj._TEl:TéD
ENFEMDITURES .
FER FPUFIL .o

i [ % FARYORABLE -

ZE - RVERAGE
._i_e s oo ? B

(Lo

s

. %Z%% LINFAYORABLE




]

L

s

O Interstate differences in expenditures for education are likely bo be maintained —

and may well increase — in the future.

4 .

States vary significantly intheir fiscal capacity to support education and State
capacity has begun to diverge in recent years, after a long period of convergence in both
personal income per capita and tax capacity.

Moreover, a higher proportion of States
that are projected to experience large increases in school-age population have lower
fiscal capacities than States that are projected to have stable or declining school-age
populat:iom. )

Piscal effort for education has similarly begun to diverge over the last few

years. Nearly one-third of the States that are projected to have large increases in

‘school~age populations devote a relatively low proportion of their personal income to

elementary/secondary education. In some States characterized by low effort, School tax

effort has declined markedly in recent years. In contrast, nearly all States where t:he

school-age population is projected to grow more slowly or to show continued dec]ine

exert average or above-average tax effort for elementary/secondary"éaucation.

Federal aid has declined in real terms and hag shifted away somewhat from
States with low fiscal capacity, low expenditures, and high projected increases in

school-age populations toward States with moderate to high capacity and expenditures,

and lower projected growth. As a result, Federal aid does not have the effect of

reducing spending differences among States as much as in previous years. J i
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PREFACE

[4

This volume is the first of four final reports prepared for the Secretary of
Education by the School Finance Project, as re3uired by Section 1203 of the Education
Amendments of 1978. h

~

The report reflects the collective efforts of many staff members and contractors
who worked together to produce the as%essmenct of the prospects for financing
element’ary/secondary education over the next several years. The leadership of Emerson
Elliott, Will S. Myers, land Joel D. Sherman is especially acknowledged. In the preseni:
volume, parucular credit goes to Esther O. Tron, Joel D. Sherman, Mary F. Williams, and
Amy Hutner, who authored the chapte:é of the report concerning State finarice
prospects. Michael Hodge and Linda Addison had major responsibility for the report on.
finance prospects in large urban school districts that will follow as a supplement to this
report. Mark Buritt and Mark Markowitz assisted the Project $a the computer
program ming pchase of its work.. Diane Carthens and Martha Jean Willis helped
enormously in typing the text; Norma Lindsay and K_\i/mberly Small: provided helpful
ad ministrative support. Bradford N. Worthington of Management Systems Design

prepared the computer graphic presentations used in the report. ’

The research éresented in this volume is based on analyses prepared by'the S¢hool
Fingnce Project, demographic projections dgvelope:i by George Masnick and John Pitkin
at the Joint Center for Urban Studies at MIT and Harvard University, and projections of
expenditﬁres by Jerry Miner and Seymour Sacks at Syracuse University. Special
apprecifation is reserved for Cynthia Ward, now at the Community College of Rhode
Island, who did an excellent job of conceptualizing and seeing the demographic
projgctions study through to a successful conclusion.

. Finally, the report benefitted enormously from the advice and com ments of
f)epart:m ent staff, most notably Betty Demarest and George Youstra in OERI, Jay Noell
and Sandy Brown in OPBE and colleagues outside the Depgrtment including Denis Doyle,

Mqrgar'et Goertz, Forbis Jordan, and Géotge Peterson. Their assistance to the School

Finance Project is greatly appreciated.

Donald J. Senese

Assistant Secretary

Office of Educational Research and
Improvement
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Chapter'1

% INTRODUCTION

A study of the prospects for school finance for t};e next decade starts out with a
severe burden ~ - jts time frame, The end of the period is not far enough removed from
current evénts to ignore them, nor is it long enough to permit the possibility of a
significantly different future. The 1980s have been hailed by some experts as the
trangition decade when eleme;;i:aty/secondary educatibn takes a new direction. For
exampie, a few see the decade as the one .}m which the introduction of new
com munications technology will obviate the need for schools as we know them today.
Other obseryer§, however, have depicted the 1980s in more traditional terms as not much
more than the further extrapolation - of past ’expezience, recognizing that the
extrapolation may encompass more than.mere m arginal change. '

While cognizant of the limitations of forecasts of the future, Congress nonetheless
required in Section 1203 of the Education A mendments of 1978 "... the conduct of studies
necessary to understand and analyze the trends and ‘problems affecting the financing of
elementary and secondary education, both public and non-public, including the prospects
for adequate financing during’the next ter: years." This report is designed to fulfill the
requirements of the Congressional mandate through an analysis of de mographic, social,
economic, and fiscal trends and developments in each of the 50 States and the District of
Columbia. Tt is the first in a series of reports that synthesgize the findings of studies

conducted by the School Finance Project as part of the mandate of the 1978 Education
A mendments.

An assessment of the prospects for funding elementary/secondary education must
recognize at the outset that the financing ofo:xQZ:o]ing takes places within a much larger
societal context. Education is such an e ve enterprise that it is bound to be
affected by a broad range of demographic, social, economic, fiscal, legal, polit;ical, ax;xd
technological developments. The precise linkages, however, between thege developments

and the financing of schools are often indirect. This report on the prospects for funding

schools touches briefly on some J¥ these broad developments but focuses on those factors
likely to be the most important for financing elementary/secondary education. Three
major areas are enphasfzed: (1) the national eéconomy; (2) demographic trends and
projections; and (3) developments in the State-local sector in general, with particular

emphasis on developments in educational finance,




* 3
National economic developments affect the financing of education in a number of

critical ways, most importantly in their impact on the ability of governments to raise |

revenues for education, as w,ell‘as other public serwices. Recent history suggests a close
connection between the national economy and the size of the public sector, As the
economy grew during the 1950s, 1960s and the early 1970s, _expansion'o'f the public'sector
occurred smoothly; revenues increased as a result of economic growth, increased tax
rates and imposition of new taxes. It was a time when voters and their elected
representatives generally appeared to be willing to support larger public sector
expenditures. In contrast, the period of slower economic growth and relatively high
inflation of the late 1970s, along with changing attitudes about public expenditures, has
prod: :ed a decline in the public sector's share of Gross.‘Nati.onal Product (GNP).
Demographic developments, including changing fertﬂity'and mortality rates, and
patterns of population migration, also affect the ptospecm for ﬁnancing schools in
several important ways. First, they influence the size, composmlon, and location of the

constituency for school services, i.e., they shape the dem and for public - - and private - -

‘education. Second, they suggest other groups in the population that, based on age or

social and economic charactefistics, are potential competitors for public resources.

'Thlrd, they suggest potential sources of politica% support fot ‘and opposition to public

expenditures in general, and educational expe'hiitures in particular,.

Finally, current patterns o{ school expenditures must be taken into account in any
a&esment of future developments. Previous trends can contribute to an explanation of
the developm ent of the current situation and provide hints as to future trends.
Moreover, expenditure trends are affected by a host of developments in State-local
ﬁnance. An understanding of these developments is esgentdal to assess both the present
situation and the possible future of educational finance,

Organization of the Report

i The balance of this report contains three chapters., Chapter Two presents a brief
overview of major economic, de mographic, and fiscal developments for the nation as a
whole. It focuses primarily on the most recent past as these developments are likely to
have the greatest relevance for the 19808, A discussion of future de mographic trends is
also included.

Chapter Three provides a framework for assessing the prospects for financing
schools in each of the 50 States over the next two decades, Because of the major role
that States and their local g.overnments play- in providing financial resources for
elementary/secondary education, iE" is necessary to distinguish State-by-Mtate
developmentswfrom general national trends. The framework presented in this section
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helps organize” information about State demographic and fiscal developments and
provides .a basis for assessing individual state funding prospects, Demographic
pro;ections represent: a proxy for the demand for schooling while fiscal data represent a

'proxy for the supply of school funds,

Chapter Four of the report provides a more detailed description of State-by-State
trends, using the framework outlin.ed in Chapter Three. Projected and past trends in
school-age population are examined along with past trends in public and private school
enrollh ents, the com position of the school population, interstate and regional migration,
and the changing age structure of the population. The section also reviews fiscal
developments pertaining to the general State-local publzc sector and to the education
sector in particular/ Several factors are singled out for attention: fiscal capacity; fiscal
effort for education and for all purposes;. current expenditures for all functions and for .
education; dependence on Federal aid. The balance of the chapter assesses the prospects

for financing schools in each of the 50.States.

Accompanying the report are several appendices, '{nese appendices include a
description of funding prospects in each of the 50 States, developed, in part, from the
de mographic and fiscal tables that are included with the assessment.

1
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Chapter 2

NATIONAL SETTING FOR SCHOOL FINANCE IN THE 1980s
7

»

The Economy and the Public Sector p— . N

The history of the past-two deca les reveals the central importance of the national
economy to the ability of all levels gf government to provide financial resources for
Ppublic services, including elementary/secondary education. Most‘ analyses of the current
period suggest that this decade promises to be substantially different from the period of
the 1960s, when the Federal Government escalated its financial gupport for the
elementary/secondary school sector, and from the late 1970s when the growth in this
support came to a halt, éeveral aspects of éhe current economic gituation point to
problems that affect the ability of States ang loc‘:a.lides to support public education,
_ Economic growth which earlier had facilitated the growth of the public sector has
significantly slowed, , ‘ )

In the last few years the economy has been characterized by the followihg
features: ,(,1) low growth m Grogs National Product; (2) declming worker productivity; (3)
inflation, which encourages consumption at the expense of savings and investment; (4)
high ‘interest rates, which discourage investment and raise the cost of borrowing for
public purpdses; (5) high energy costs; (6) increased competition in world and domestic
markets, which has contributed to weakening the local economic base in many
com munities; and (7) unemploy ment, which not only results in declining public revenues
but increases the competition for public funds among governmental functions. A
continuation of any or all of these conditions will constrain revenue for all types of
governm ents, including school systems. ' ' A
Starting with the view that the condition of the economy is critical in generating
"sufficient revenues for the financial support for elementary/secondary education, the
ov&rall prospects for the 1980s are uncertain. If the economy continues its sluggish
perform ance, the‘cbnsequences for school finance are apt to be adverse, If and when the

economy takes an upturn, prospects will be significantly brighter.

Economic prospects for the 1980s vary among regions and States, In the industrial
heartland from Pennsylvania to Dlinois, the future may depend on the ability of these
' States to diversify their economic bases. _In a few States in the Noii'theast, prospects
which appeared dim a few years ago have brightened with growth in the high technology
sector, increased service-related ;ctivit:ies, ax}d increased defense spending. In the

7 h _47
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Sunbelt, the economic base is less dependent on heavy manufacturing and the capital
stock is much newer, sb that States.in this region do not face the problems of repla.cing
antiquated capital equipment and restructuring their economied; Prospects in the

farmbelt States are a function of farm prices, which tend to be quite variable. Energy-

rich States enjoy bright prospects as do most States in the West. Possible exceptions are
W ashington and Oregon whose economies have traditionadly been volatile.
Demographic Changes: The 1970s

The decade of the 1970s resulted in some major de mographic developments that
have an important bearing on the financing of elementary and secondary education in the
decade ahead. These involve changes in the age structure and characteristics of the

¢ ¢
general population, and the movement of people both among and ’witlzin the nation's
regions and States. The following developments had an im portant impact on the size and
location of elementary and secondary school enrollmentst

© Decline in school-age population.

o Shift in population from the Frostbelt to the Sunbelt States.

© Migration of population to non-met£ppolitan areas. ~

~N

o0 Continued suburbanization.

~

O Regional shift in poverty population from the Southeast and Southwest to the .

Northea

K- Increaj foreign im migration to the United States.
© Aging of the population.

o Decline in the School-Age Population. While the population for the nation as a
whole grew by 11.4 percent between 1970 and 1980, the school-age population, children

age 5-17, decreased by approximately five million, or about 10 percent of the 1970
total. As a result of this decline, the proportion of people in the school-age group
decréased-markedly, from 26 percent in 1970 to 21 percent in 1980. The decline was
evident in all regions of the country except the Southwest and Rocky Mountain regions,
but the rate of decline was significantly higher in the Northeast than in other parts of
the country. (See Tahle I-1). ‘

o shift in Population from Frostbelt to Sunbelt States. Interstate migration during
the 1970s from the North and East to the South and West, coupled witH higher fertility

rates in the southern and western regions of the country, produced a shift in popuiétion
from Frostbelt to Sunbelt States, which was a reversal of earlier trends. While States in
New England, the Great Lakes, and the Plains regions showed only small gains in total

~5-
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" Table 11-1" ' 37

School—AgelPopulation by Region, 1970-1980 :
' * Percent Percent of _* ‘
v Change School~-Age Population
Region 1970-80 . 1970 1980
New England -la.8% 5.6% 3%
Mideast ~-17.6 19.§ 18.}
Great Lakes T T P T
Plains -17.2 8.2’ . . "7.5 ‘
Southeast - 2.2 - 21.8 23.6 _
'Southwest® +4.6 8.5 9.8
Rocky Mountain + 2,2 2.6 3.0
Far West ‘ - 4.9 13.0 13.7
UNITED STATES - 9.7 100.0 100.0

F

Sources: U.S. Departmept of Commerce, 1970 Census of Population, Volume 1
Characteristics of Population and 1980 Census of Population and Housing,

Provisional Estimates of Social, Economic and Housing Characteristics, States
and Selected Metropolitan Statistical Areas, PHC 80-S1-1.
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population and States in the Mideast declined in population, gmwth in the southern and

wegr; regions was well above the national average. anséc}hently, the proportion of

peopleliving in the fou; regions of the South and ‘West increased from 44 to 50 percent of
, the total during the decade. o

The school-a_ge population showed similar regional shifts. With large declines ‘in the
North and East, modest declines in the Southeast and Far West, and small to moderate
increases in many States in the Southwest and Rocky b\iountain regions, the share of the
school-age population in southern and western States rose from 45 to 50 percent between
1970 and 1980. (See Table I~1). . -

o Movement of Population to Non-M etropolitan Areas.' Hi‘storically,v population

movement in this countrty has been from non-m étropolitan to metropolitan areas
(SMSAs). During tﬁe_lS?Os, there was a reversal of this trend. Population growth in
SMSAs was Yower than ’for the country as a whole and for non-m etropolitan regigrfs of the
country.%etropolita‘n areas grew by only 10 pércent, compared to 11 percent for the

nation, and 15 percent for non~metropolitan areas.

s

"o Movement’ of People from Cities to Suburbs. Dgspite the non-metropolitan

growth, the country's population continues to be concentrated in metropolitan areas (75
percent in 1980), and to be increasingly located in the suburban p¢ :ions of metropolitan
areas. Between 1970 and 1980, populatic_m in the nation's central cities was essentially
unchanged, while suburban areas increaséd by 18 percent. As a result, the central city
~ sh:;re of metropo]ita.n population dropped from 44 percent to 40 percent over the'ten,-\
. ) &
The shift in population from central cities to suburbs was reflected in all of the
country's regions. In the North and East, central city populations declined, while
suburban populations grew slowly. In the South and West, there was growth in both cities

year period. - .

+
*

and suburbs, but'suburban growth was significantly greater. School~age children have

“been increasingly concentrated in the suburbs in recent years; they aré\ukely to remain
there during the 1980s.

O Increased Im migration to the United States from Asia and Latin A merica. Until

t;h;e mid-1960s, im migration policy strongly favored countries in northern and western
Europe'. However, changes in im migratiox:x policy established since that time have
significantly changed the numbers and kinds of im migrants seeking entry into the United
States. The number of legal im migrants admitted annually rose from 297,000 in 1965 to
over 800,000 in 1980. The percentage of im migrants from Europe dropped sh;ri)ly, while
the percentage of Asians increased more than fivefold, Contributing to the Asian influx

3
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was the admission of nearly 500,000 Indo-Chinese refugees as permanent residents.
between 1975 a\nd~1980. (Butz, McCarthy, Morrison, and Vaiana, 1982) The influx of

Cuban and Haitain refugees m the last few years contributed to the increase in the
proportion of im migrants from Latin A merica.

In addition to legal im migration, there has been a significant increase in illegal
im migration. Ak many as 3.5 to 5 million illegal residents were estim ated to be living m
the United Statesin 1978 (Butz et al, 1982), with Mexicans constituting about one-half of
this illegal population. It is—-further estim ated that the\ranks of illegal aliens may be
growing by™nearly half a m:.lhon people per year. ' -

o Shift in Poor Children to the Northeast. While the number of school-age children
from poverty families has been falling, the decline since 1970 has been slower thén for

the age group as a whole. As a result, the propor\tion of p?)”or children increased
slightly. In 1970, the highest concentrations of low income children were in the South,
and that wae still true in 1980. However, the differences between the regions were
narrowing, In some northern, industrial States both the numbers and proportions of poor
children rose during the 1970s, while in the South they both decreased. - The trend toward
increased poverty in the Northeast was particularly evident because these increases were
accompanied by large declines u( the total school-age population.

0 'Aging of the Population. A major development of the 1970s was the change in

the age structure of the population, a function of both declines in fertility and increased
longevity. The number of children in the under-5 age group decreased b? approxii ately

v 800,000 or nearly five percent over ‘the decade, and the —-17 age group dropped by five
million, or about 10 percent. A numper of southern and western States did not follow the
national trend, " but for many States in the Northeast and Midwest, the decline in the
number of children under 18 was precipitous.

At the other end of the age spectrum, the growth was quite dramatic. The over-65
Population increased by about 5.5 million between 1970 and 1980, or about 21 percent.
Nearly every State had significant increases in the number of elderly, with ranges from a
low of 9.8 percent in New York and Iowa to more than 70 percent in States such as ° \
. Nevada, Arizona, Hawaii, and Florida. Nationally, the proportion of those over 65

increased from 9.8 percent in 1970 to 11.3 percent in 1980, but in States such as Florida, -

" the increases wdke more dramatic.

In sum mary, national trends in the 1970s brought a decrease in the number of
[ . b
mren, but a slight increase ﬂ{the proportion of children from poverty backgrounds.




’I‘here were, however, marked differences among the States and regions with regard to

trends affecting schools. The decline in school-age population was less in the South,.

where the number of poor children declined at an above average rate. The WNorth
meanwhile, had greater population declines but increases in poor chi]dren.\ A a result,
regional differences in the proportions of poor st:udents narrowed.
Demographic Porecasts’for the 19803

v

Popu.latlon shifts over the next decade are likely, for the most part, to reflect
many of the developments of the 1970s, with the exception of the reversal of the school-
age population decline. Projections of demographic changes prepared for i’x:he'School
Finan::e Project by the MIT - Harvard Joint Center for Urban Studies suggest the

*

following: - 3
»

© Growth in school-age population starting around 1985.

. o0 Continued out-migration of people from the North and East to the
South and West. By the year 2000, nearly 60 percent of the
population - - and over 60 percent of-the schoal~age cohort ~ - wﬂl
be in the country's four southern and western regions, compared’
with 50 percent for each group in 1980.

o Continued aging of the population. Between 1985 and 2000, the
number of people over 65 is projected to increase by about 19

percent and the proportion of adults in this age cohort should be ' ¢

more than 12 percent of the total.

4

© Under 18§ Population. An increase in fertility rates which started in 1975 will

have important gonsequences for the size of the school~age population. This upturn in

' births is projected to continue for the next several years, This "baby boomlet® is not

expected to produce as many children as the *baby boo'm" of the 19508 and 1960s, but
between $1985 ana 1990, the under-18 population is forecast to increase by nearly S
percent. Between 1990 and 2000, estim ates ere for increases of over 7 percent. For the
school“age population alone, projections of gre.wt:h are even higher - - over 5 percent and
12 percent for the two periods. In all, the school-age population is expected to increase
by nearly 20 percent between 1985 and 2000 and to maintain its share of total population.

© Other Age Groups of the Population. Other youth sectors of the population are
projected to experience decline. The under-five age group, for example, while forecast
to increase by 4 percent byzween 1985 and 1990, is then projected to decline ‘again
between 1990 to 2000 to a level slightly below 1985. This will result in a decrease.in the

proportion of the population zder five from 8 percent to 7 ‘percent between 1985 and

2000. The 18-24 population projected to decline bY, more than 10 percent between

e
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1985 and 1990 and then showwg.rtua]ly no change bet:ween 1990 and 2000. For the full
1985-2000 period, the college-age cohort is projected o dec.hne as a share of the total .
population from 12 percent to 9 percent. At the other end of the age spectrum, the-

J over-65 population is. expected to continue bo,grow quite rapidly (by about 19 percent)
during the next decade-and-a-half. (See Taba.e o-2.) : 7

Several im incations f}lar public schoo]s can be drawn from these projections. If
parents of children under five are as supportivé of ‘public school funding as those with
children already in the public schools (because they feel they have a future st,ake in the

. ‘quality of those schools), then the parents of the under—18 cohort can be taken as-an
) indicator of the size of the group most likely to support public schoal expenditures. -In
contrast, those over 65 are assumed least likely to' do s0. The proportion of those under
18 will be unchanged between 1985 and 1990 and will décline slightly between 1990 and
- 2000, while the proportion of tho,se over 65 will increase in the 19805 and be stable in the
1990s. These trends suggest sone*further weakening in the size of the'constituency for
public school funding in this pedod However, a much steeper decline in the size of the '
college-age group may offset this somewhat. If elementary and secondary schools can S
marshall political support, they may be the beneficiary of the weakening in the de mand
for higher education.

Changing Fiscal Patterns '
" Sseveral recent fiscal developments must also be kept in mind in assessing the
prospects tfor school finance., The\se include: :
© Decline in the relative size of the state-:local public sector.

o' Greater diversity in revenue sources supporting all State-local functions.

0 Reversal of a long-tefﬁ trend of increased Federal aid to State and local ®
governments and for elementary and secondary 8ducation,

© Increases in education expenditures per pupil, but declines in education's share

, of State-local expendlturw. s _

0 Growth in the share of funding of ele mentary/secondary education by State
governm ents.

¢ ' o0 The state-:Locai Public Sector. After a long period of expansion, State-local

direct general expenditures peaked at around 18.3 percent of personal income and about
14.8 percent of Gross National Product in 1975. since then there has been a steady
decline in the relative size of the State-local public sector; State-local éeneral
expenditures as a percent of both personalincome and GNP were lower in 1981 than they
were in 1972. On a per capita basis, State-local expenditures rose throughout the 1970s,
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Age Group
*5=-17
Numbex

Pexrcent of
Total

Under 5
" Number

A}

Percent of
Total.

©18-2-
Number

Pexcent of
Total

Over 65
Number
?ercén: of

Total

TOTAL

-

Sources: J.S. Department of Commerce, 1980 Census of Population,"Age, Sex, Race,
and Spanish Origin of the Population by Regions, Divisions and States:
PC 80-51~-1 and unpublished tabulations; George Masniék and John Pitkin, "Cohort
Projections of School-Age Populations for States and Regions," prepared for the

Table II-2

Selected Age Growps of the Population, 1980-2000

¥

-

1980
47,399.8

20.92

16,344.4

- 1.2%

30,012.6

13.32

25,544.1

11.37

226,504.8

School Finance Project (1982).

(thousands) h
85 1390
46,889.0 47,%59;1
18.7% ,18.82

)

19,178.3 19,881.1
8.0% 7.9?
29,156.3 ?5,778.3
12.12 10.22
28,332.7 - 31,037.3
11.8% 12.32
240,050.5 . -251,848.4

Y
1

Percent Change
2000 1985-1990 1990-~2000
$3,026.6 5.3z 12,28
19.42
18,856-& 3- 72 To- 5-22
6.92
25’ 910.0 -uasz - 0-5:
¢
9.52 L
{
33,666.6 9.72 8.3%
©12.32
273,650.0 4.92 8.7

1980,"




bgt real expenditures adjusted to reflect inflation have remained relatively constani:
since 1975. Between 1975 and 1981, real expenditures per capita rose by only about $90,
or at an average annual growth rate of less than 1 percent. (See Table II-3.)

The major, factor contributing to the decline in State-local expenditures has been a
decline 1n. fiscal effort in most States starting in the late 1970s. By 1980, all but a
handful of s'tates had levels of effort (own source revenues as a percent of personal
income) below those of 1972. The stéep declines in effort reflect the impact of some tax
and expenditure limitations such as Proposition 13 in California and numerous tax
reductions enacted by State legislatures in the late 1970s. The decline in effort has been
even greater if only tax revenues are considered.

Effort for education showed a similar decline. In 1972, State-local own source
revenues represented 5.1 percent of personal income. By 1980, effort had dropped to 4.1
percent and by 1981 to 4.0 percent of income.‘ ~

0 Declines in Federal Aid. Trends in Federal grants-in-aid have also contributed
to the decline in the State-local sector. The 1960s and 19708 witnessed what the

Advisory Com'mission on Intergovernmental Relations (ACIR) called a "quasi-revolution®
in American federalism, as Federal grants-in-aid became an important source of growth
in State-local revenues. In 1960, Federal aid to States and localities stood at 8 percent
of Federal ouqays; by 1980, it was 16 percent. In 1960, Federal aid‘represented 15
percent of State-local revenues; by 1980 it exceeded 25 percent. However, a shift in .
Federal budget priorities away from the State-local sector began in the late 1970s. From
FY 1978 to FY 1981, the annual rate of increase in Federal aid to State and local ’"
governments slowed to no more than half the annual rate for the previous ten years.
- Indeed, when measured by grants as a percentage of total Federal outlays, or as a
percent of total Federal outlays for domestic purposes, or as a percent of State-local
expenditures, Federal aid peaked in 1978 and has declined in real terms since that time.
Fedegal aid for elementary/secondary education has, in general, reflected the
trends in Federal grants-in-aid to State-local governments. Through the 1970s, Federal
aid grew more rapidly than State-local school revenues, rising from 7.5 percent of total

revenues in 1972 to 8.9 percent in 1979. Since 1979, however, there has been a steady
decline in't.he Federal share of school revenues (8.2 percent in 1981) and a decline mﬂthe
real level of Federal aid. With the budget cuts enacted during the 1982 fiscal year and
anticipated for the 1983 fiscal year, the Federal share of school revenues is lkely to
continue to decrease. ;>

o Fiscal Capacity. Sluggish growth in real personal income has also been a factor
in the lack of growth in real State-local expenditures in recént: years, Real personal

‘ v
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TABLE II-3
State and Local Government Expenditures, 1957-1981

Direct General Expenditures
by State and Local Governments as:

Percent
of Perao&al Percent ‘ 2 Constant Dollars
Piscal Year' Inc of GNpl Per Capita ‘Per Capitad
1957 11.62 9.1% $ 237 - $ 905
1962 13.7 10.7 24 1,080 . --.
1967 14.9 11.7 472 - 1,307 :
1972 18.0 14.2 809 1,621
1975 18.3 14.8 : 1,077 1,683
1977 - 18.0 14.2. 1,261 1,730
1979 16.9 13.5 1,481 1,749 {
1980 17.0 14.0 1,622 1,759
1981 16.8 13.9 1,769 1,769

o

4

[

Liesed cn calendar’ysar data for personal income and GNP andfiscal year data for’
expenditures (i.s., 1981 = FY 81: CY 81).

v

?Topulati.on for year in which fiscal year ends (i.e., 1981 population for FY 81).

3Bued on State-local govermmsnt purchases deflator, 1981 = 100. ' '

' Brcludes Alaska sod Hawaii.

SQURCES:. U.S. Buresu of the Census, Compendium of Government Finances from Census

o of Governments for 1957, 1962, 1967, 1972, and 1977 and Governmental

Finances for 1974-75, 1978-79, 1979-80, and 1980-81 and Ristorical .

Statistics from 1977 Census of Governmants; Survey of Current Business,
July 1981; Economic %rt of the President, February 1982; George
Masnick- John Pit Cohort Projections of School-Age Populations for:
Statas and Regions: .1985 to 2000," prepared for the School Finance Project
(1962); "U.S. Department of Commerce News," May 9, 1982,
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income per capita grew much more glowly in the 1970s than in the previous 15 years ang-

actually declined after 1979, except in some of the energy-producing States. Differences
in fiscal capacity among the States have increased recently, due ﬂrst to developments in
the energy-nch States and then to the recession at the end of the decade.

."Unemployment rates have also increased markedly since 1979, particularly in States

highly dependent on depressed industries such as automobiles, stepl, and timber.

© Educational Expenditures, Trends in the elementary/secondary school sector
have, mJ.rrored the laéger trends in total State-local expenditures, State-local
expenditures for public schools, after rismg to about 4.0 percent of GNP in 1975, have
gince dechned to the levels of the mid 19608 of about 3.4 percent of GNP, Moreover,
elementar?/secOndary educatien's share of a dechning State-local sector has shown a
eontinuous drop during the 19708, Whereas in 1967 elementary/secondary education
represented nearly 30 percent of State-local expepditures, by 1981 that share was down
to just under 25 percent, which in part reflects declining' public school enrollments and

the shift in State—local expenditures to non-educational functions. (See Tahble m-4.) T

On a per pupil basis, current expenditures for elementary/secondary education grew
between 1972 and 1981 by about 150 percent - - from $970 to $2,436 per pupil - - but
much of that growth was due to inﬂation. Real expenditures during that period increased
only by about 25 percent. Within the last two years, redl expenditures per pupil failed to
increase in a number of States, and in a few cases, there have been declines in current
expenditures per pupil.

Much of the increase in real per pupil expenditures in the 1970s was a function of
the decrease in the numbers .of public school students; total real expenditures increased
by only about four percent. Furthermore, the increase in total real expenditures
occurred mainly in the expansionary period of 1975 to 1980..'In the periods before (1972
to 1975) and after that (1980 to 1981), the real expenditures per pupil rose more because
of enrollment decline than because of real increases in expenditures,

O Increased Reliance on State Revenues. During the 1970s, the state role 'in
financing elementary/secondary education increased st.gnificantly. In 1970—71 States
contributed about 38 percent of school revenues, with over half (55 percent) coming from
local sources, and the rem aining 8 percent co ming from the Federal Govemment. By the
late 1970s, the State share exceeded the local for the first time, and by 1980—p1,
proportions were 47 percent'State and 45 percent local. Federal revenues throughout the
period remained fairly constant at around 8 percent of the total. (See Table II-5.)

Despite the overall trend towards .an increased State role, there is nonetheless great
variablility among the States in the State and Federal ghare of resources. The State

L
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TABLE 11-4

Expenditures for Education, 1957-1981

State-Local Expenditures
- for Local Schools as:
Percent of

Percent State-Local Direct

Fiscal Year of GNP General Expenditure
1957 2.7% 29.4% ’
1962 3.1 29.5

1967 3.5 29,6

1972 3.9 27.7

1975 4,0 26.8

1977 3.7 26.2

1979 3.5 25.6

1980 3.5 25.3

1981 3.4 24.8

Sources: U.S. Bureau of the Census, Compendium of Government Finances from
Census of Governments for 1957, 1962, 1967, 1972, and 1977 and
Governmental Finances for 1974-75, 1978-79, 1979-80, and 1980-81; and
Economic Report of the President, February 1982,

-
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Financine Elementary and Secondary Educat fon
s

TABLE 11-5 . .

Revenue Sources
|
|

. ¥4
Local
Federal State dand Other

1972 7.5% 37.6% 54.8%
1975 7.7 41.2 51.1
19 8.0 41.6 50.4
1979 8.9 44.9 46.2
1980 8.8 46.7 44,5
1981 8.2 47.0 44.8

Includes nonrevenue receipts.

SOURCES: National Education-Association, Estimates of School Statistics,
amual publication.
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share of financing ranged from a high of 87.1 percent in Hawaii to a low of 6.7 percent in
- New Hampshire in 1980-81.

In a number of States, the proportion of State revenues has fallen in the late 1970s
and early 1980s. It is unclear whether this is a temporary phenomenon due to the strain
the recession is placing on State budgets, or a longer term development. During
economic declines, State revenue shortfalls and increases in expenditures for welfare and
une mploy ment compensation occur, both of which may squeeze the level of State aid for
education. In 1982, a number of States have deferred or reduced State aid payments to
school districts.

O Greater Diversity in Tax Revenues. As States have assumed a greater role in

financing education and other public functions, there have been changes in the reliance

on varjous taxes. The major shift has been the declining role of property taxes, which
decreased as a share of State-local tax revenues from 45 percent in 1964 to 31 percent in
1981. Conversely, general sales taxes rose from 15 percent to 23 percent and individual
income taxes from 8 percent to 19 percent of total State-local taxes during this same
period.

The expansion in State use of general sales and ihcome taafes is evident when 1960
and 1981 are compared. In 1960, most States used only one of these two majoé broad-
based revenue sources; 19 States used both a general sales tax and a personal income
tax. In 1981, 37 States levied both a general sales and a broad-based income tax, and
only two States, Alaska and New Hampshire, used neither.

This shift in the sources of finance for education is significant because of
differences in the responsiveness of the various taxes to changing economic conditions.
When the economy is growing, income and sales tax collections respond faster than
property taxes and create\a revenue boost, primarily for State governments. During
economic downturns, however, income and sales tax revenues drop off or fall below
revenue forecasts, often prompting mid-year expenditure reductions or tax increases in
order to balance State budgets. Property taxes, in contrast, are more stable, expanding
gradually during periods of economic growth but declining more slowly during periods of
economic decline. This phenomenon has been seen during this current recession as the
local share of school revenues, primarily from property taxes, has brown as a revenue

’source for schools in many States, and the State share has fallen. On the other hand, a
heavy reliance on property taxes can contribute to greater intrastate differences in
spending.
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Other Developments

In addition to the economy, denmography and fiscal trends, geveral other factors
influence school spending, including the political and, social environment, legal
developments and technological changes. These are not incorporated into the
assessments of individual State funding prospects for several reasons. Technological
developments, for example, are more likely to affect all States and localities unifor mly,
rather than have a differential impact. Developments in the sqcial, political, and legal
domains, in individual States, while clearly im portant cannot be estim ated easily for the
future based on past or current trends. A few comments about some of the major
developments in these areas are, however, in order, as they are likely to shape the
general environment of school finance in future years.

O Political Context. Public attitudes about government in general and education in

particular have changed considerablyxin recent years in ways that may have important
consequences for school funding in the 1980s. In the late 1970s, the public demands for
lower levels of taxes and public spending took the form of tax and expenditure limits
(TELs). However, polls indicate that the public does not want loye: levels of public
services, Thus, it is not surprising that many of these TELs only attempted to limit
future growth in revenues or expenditures and- most have had no more than a modest
impact. Furthermore, when many States recently raised taxes to- avoid or lessen
expenditure cuts due to shortfalls in State revenues, there was little public outcry.

Public attitudes toward education and educators are also no longer ag supportive as
they once were. FPactors such as declining test scores, increased costs, controversies
over social issues such as desegregation and school prayer, the activities of teacher
organizations, feelings of loss of control over local schools, concerns about discipline and
curriculum content, and a sense of a decline in standards both fof teachers and pupils
have all contributed to less confidence in A merica's public schools. These developments,

in combination with decreasing numbers of school~age children, have reduced the public's *

willingnéss to support increased school expenditures. Not only do fewer people have a

direct stake in the public schools, but there is scepticism that higher expenditures vil

produce better results,

However, results of the fourteenth annual Gallup poll on education reported in the
September, 1982 edition of Phi Delta Kappan indicate that there still is considerable
support for schools. Education was most often mentioned as the public service that
should receive additional Federal aid. Further more, education is considered as extremely
important in determining both the nation's future and individual success by at least 80

percent of those interviewed. It remains to be seen whether schools will be able to
capitalize on this reservoir of support in the 1980s,

-18-
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0 Social Context, Family structure and household composition changed
dramatically during the 1970s. The most important of these are’ the increasing
proportions of both single-parent and two-worker-parent families. These developments
reflect several other ongoing trends - - a rising divorce rate, a rising proportion of out of
wedlock births, and increased participation by women in the workforce,

There are several possible implications of these developments for
elementary/secondary education, First, they might generate new de mands for child care
services for preschool children and create competition with education for public
resourtes. Secondly, the increased participation of women in the workforce and
increaseqd job opportunities have already had a substantial impact on the recruitment of
new teachers. Young women who once might have become teachers now see more
attractive alternatives in the private sector. In the future, such women may look toward
2 long-term career with good prospects for advancement rather than a short-term
teaching job before raising a family. Third, it could result in an increase in the
concentration of children with special educational needs in the public schools,

o Legal Context. Two types of legal de?elopments had a substantial impact on
schools and school fundmg in the 1970s. Court cases in numerous States challenged the
constitutionality of State systems for funding public schools; others concerned the
education rights of the handicapped and other special need populations, While many of

the school funding cases were not successful, enough were, so that they affected not only

the particular States m which they were tried, but also acted as a stimulus for change in:
other States. In States without litigation, the suits either heightened awareness of the .
issues and/or prompted State action in an attempt to prevent a similar challenge. School
finance reforms enacted in the 1970s tended to produce several results: a substantial
increase in both the level and proportion of State revenues for education, a decreased

reliance on property taxes to finance schools, and a reduction in interdistrict variations
in property tax rates for education, N )

The second type of litigation involved the rights of the handicapped, and to a lesser
extent rights of limited English-proficient children, to an education. Court decisions and
a number of Federal mandates have greatly expanded access and ént:ltlements to
educational services for these groups of children. ‘The mandates in P.L. 94-142, the
Education for ALl Handicapped Children Act, and various .court decisions were
instrumental in increasing expenditures on special education. .

These two areas of litigation are not likely to have the impact on school
expenditures in the 1980s that they did in the previous decade. Recent State court

decisions on school finance have upheld the status quo, so that the reform impetus has

’
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been blunted. In addition, the most recent decisions in handicapped cases have tended to
define the rights of the handicapped to services in a less expansive m anner than some of
the earlier cases. Both developments suggest that the courts may not provide as much of
an impetus for increased funding for schools as they did during the laét decade.

O Technology. Forecasters have been predicting new technological breakthroughs
in the delivery of educational services for many years. In the past this has failed to
occur, but there is strong evidence that schools are beginning o make gxtensive use of
micro-com puters in their instructional programs. Several issues arise regarding the
introduction of the new technology. One concerns the cost of acquiring computers, A
recent issue of Time (November 8, 1982) suggests that poor school districts are already.
falling behind their more affluent counterparts in the acquisition of computer facilities
and software, In some cases, poor districts have been able to purchase computer
equipment but only at the expense of other needed services. Many of the equity
questions that dominated the school finance agenda in States during the 1970s may
reemerge in the 1980s as children from different school districts have differential access
to computers. A related issue centers on the training of personnel with the qualifications
to teach computer-related skills. There ispalready a serious debate about whether a
shortage exists in the number of qualified math and science teachers. As computer
technology becomes more widely available to schools, thé "shortage” in qualified
teachers may be exacerbated. Finally, the ability of schools to attract people with
computer-related skills may be constrained by the relatively low salaries in teaching
compared with salaries in the private sector. Some have suggested a loan of personnel
from the private sector to the schools for short periods to help address the problem.
Others have suggested differential pay as a means of attracting qualified people to the
schools. All of these developments combined, however, suggest that additional resources
may be required if schools are to meet the technalogical-challenges of the coming years.

" The Outlook for the 1980s

The 1980s would appear to be an especially challenging period for the finance of
elem entary and.secondary education. Of particular significance is the reversal of the
decline in school enrollments that will occur in most States by the late 1980s. with an
increase m the number of children of school-age, there is likely to be a renewed demand
for additional resources for public schools as well as continued pressure for greater
productivity and better educational outcomes. In addition, an increasing proportion of
children will come from family backgrounds associated with educational
disadvantagement - - poverty, minority, and non-English or limited-Enqlish-proficiency.
The increased funds required for growing numbers of children will need to be further
augm ented to provide for more children with special educational needs.
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While the demand for 'elementary/secpndary education will be increasing, the

\_ decline in the size of the pub]ic/ sector ~ - and in the level of Federal funding for
education - - that occurred in the late 1970s does not seem likely to be reversed. At
most, the relative size of public expenditures may stabi]i‘ze at the current level, but a
considerable expansion similar to that of the 1960s and early 1970s is unlikely. That
period may have represented an abnormal expansion of the public sector, while the last
few years may represent a return to a more normal pattern. (Shannon, 1982) I
A smaller public sector may mean several consequences for ele m entary/secondary
school finance. First, real increases in school resources per pupil may be more difficult
to achieve than they were earlier. During the late i9708 a slower growth in revenues for
education did not Slace a severe strain on public school funding m part because of
declining enrollments. Enrollment increases are, however, projected for the latter part
of this decade. Secondly, large increases in non-school-age groups of the population,
part:iciularly those over 65, may result in less polit':ical support for -public schools,
Expansion of funding for other public services came about in the 19708 in part as a result
of the decline in the proportion of expenditures devoted to schools, It is unclear whether
public schools will be able to maintain their current share of total expenditures in the

1980s in the face of more intense com petition from other pf{iblic services, if the size of

e e

the public sector re mains stable.

To return to a point made earlier in the chapter, the na&tnnal economy will play an
important role in shaping funding prospec

for] schools in the future. If the economy
improves the prospects for financing /education in the future wou.la be enhanced
significantly. Many forecasts suggest/an economic upturn at a time when major school
enrollment increases are projected; in that case, available revenues may be sufficient to
*meet the anticipated demand for school resources. If the economy remains relatively
stagnant or declines, school resources will be hlghly constrained. However, during a time
of economic expansion, funding prospects are likely to diffelr significantly among the

States. ‘These differences in State funding prospects are explored at length in Chapter

Four.
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Chapter 3

4

FRAMEWORK FOR ASSESSMENT OF STATE FUNDING PROSPECTS

An assessment of the prospects for school financg cannot examine only national
trends because States vary widely 1q critical features. It is necessary to analyze
prospects on a State-by-sState basis for two reasons: first because that is the level at
which the primary responsibility for education rests; and second, because the
de mographic, political, economic, and fiscal contexts that influence funding choices also
vary greatly among the States. - ‘ .

The analysié of prospects examines the relationship between the de mané for
education and thg supply of resources to fund public elementary and se;:ondari gchools in
each State. Factors that affect the demand or need for schc;ol setvices are ones related
to the number of children and their characteristics. Factors related to the availabJ:lity of
funding consist of two types: those affecting funding levels for aleGb]ic services and
those affecting the proportion of funds spent for public schools. -For each State the

match or mismatch between de mand' and supply has been assessed. -

The primary data sources for the State analysis were the 1970 and 1980 Censuses of

Population, the Census of Governments conducted every five years, the annual Census

Bureau publication, Governmental Finances, and the National Education Association
(MEA) annual report, Estim ates of School Statistics. ’

NEA data were used rather than National Center for Education Statistics for two
reasons: comparable data were available over a much longer period of time and NEA
figures for later years were available at the time the analysis was undertaken. Another
source of data was population projections developed for the School Finance Project by
George Masnick and John Pitkin of the MIT/Harvard Joint Center for Urban Studies
(*asnick and Pitkin, 1982). The projections are for 1585, 1990, 1995 and 2000 and
involve State-by-State estimates of total population and various age cohorts. All
discussions of population pro;ections presented in the report yse 1985 rather than 1980
as the base year. 1980 could not be used as a base year because population undercounts,
in that year made the Jata non-comparable with projection df;!ta which were based on_
adjusted population counts. A discussion of the asurniptions and limitations of these
projections appears in the Appendix, '

Analvsis of Demographic and Fiscal Trends

. Changes in the demographic and social characteristics of the' U.S. population will
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directly affect the potential demand for e.l.ement{y and secondary education in the
upcoming decade. The analysis has focused primarily on those trends that will affect the
size and characteristics of the school-age population. Factors that were considered of
past demand were: the number and proportion of persons of school age (5-17); public and
Private school enrollments; and measures of student need. Four indicators of student
need were gathered for each State: (1) children 5-17 in poverty as a percent of total
children 5—];7; (2) minority students as a percent of public school enrollment;* (3)
handicapped children served under the provisions of p.L. 94~142, The Education for All
Handicapped Children Act; and (4) theﬁprojected number of limited-English-proficient
children. An attempt was made to collect data on each of these factprs for 1970, 1980
and a year in the middle of the decade, However, comparable data for all the States
generally were not availahle for all three years for any variable other than public school
enrolments. For the other variahles, data either were not availahle or were not

equivalent for more than two years.

For the assessment of future demand, projections of total and school~age
population up to the year 2000 were availahble from the MIT/Harvard Joint Center for
Urban Studies. Since projection data were not available for the other dem and variables,
it was necessary to identify recent trends for eaeh and assume that sirﬁilar patterns
would continue in the future. Increases in student need and a decline in private school
enrollment would indicate an increased demand and higher costs. A decline in need and
an increase in private school enrollment would suggest lessened demand and lower public
education costs.

Indicators of potential political support for public school expenditures were the
proportions of the population of school-age (5-17) and under five. Parents of these two
groups were assumed to be particularly supportive of higher spending for schools. The
elderly (over 65) were considered the least supporﬂve group. The proport’ton of students

in private schools was also viewed as an indicator of dimmished po]iticalﬁupport for
public schools.

\

Both de mographic 'and fiscal variables were considered in the assessment of
competing demand posed by other public services. The number and proportion of the
population aged 18-24 were viéwed as an indicator of the potential demand for public
funding of higher education, and projections were available for this age group up to the

»

*Data on minority children were from reports prepared by the Office for Civil Rights. In
this study, the definition of minorities included children identified as Black, Hispanio,

Aslan or pacific Islapder A merican Indian or Alaska Native.

-
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end of the century. The relative shares of State-local expenditures devoted to local
schools, institutions of higher education, and social services (welfare, health and
hospitals) were computed to estimate the extent of competition among these three types
of services and with all other public services. Data for these variables were available
only through the 1981 fiscal year, 'and changes in the most recent years were examined

for clues as to possible future trends.

Factors that were used to examine the supply side of the analysis included

¢

measures of fiscal capacity, revenue effort, Federal aid, and expenditure levels, both for
all State-local services and for public schools spe%ifica.lly. Per capita personalincome is
for most States a reliable indicator of a State'.s abilit); to support public schools. For a
handful of States, this stétistic does not capture the additionalresource base resulting
from oil or minerals. These States include Alaska, Montana, New Mexico, North Dakota,
Oklahoma, Texas, West Virginia and Wyoming. Nevada also has an exceptional tax base
that results from its revenues from gambling. For such States the ACIR measure of tax
capacity is more accurate because it takes these additional resource bases into account.
Personal income per capita was the measure of fiscal capacity used throughout the
analysis and in the tables, but for the few States where tax capacity was a better
measure, the ACIR measure was introduced.* Unemployment rates were also included in
the data base as a measure of the susceptibility of State economies to cyclical
vadadon§. .

Relative levels of fiscal effort to support public services were measured by total
State-local (own source 'or non-Federal) revenues as a proportion of State personal -
income. A com parison of total effort versus that for schools alone is a way of examining

how well education fares relative to other services in a given State., Measuring effort

. against personal income may produce a mﬂ;leading picture in those States where income

undersj:ates[ revenue-raising capability and in those cases, effort relative to the ACIR tax

capacity measure was also examined.

The amount of Federal aid and the share of revenues coming from Federal sources

. were examined to determine a State's reliance on Federal aid. Two effects were

possihle. First, the greater a State's reliance on Federal aid, then the greater the
consequences of cutbacks in such funds and the potential pressure to replace Federal
funds with State or local funds. These ‘substitutions could impact on funds available for

i

* A State's clasdification on fiscal capacity was modified where its relative ranking on
the ACIR meas was 10 or more points above its ranking on personal income per
capita.

A
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public schools. Secondly, cutbacks in Federal education aid could create funding
problems for public education by fércing greater competition with other services for

State and local funds and possibly producing declines in aggregate revenues for schools,
Assessment of Prospects

States were grouped on the basis of expéctation‘s about future per pupil

expenditires into those where expenditures were likely to be relatively high (10 percent
or more above the national average), r{\oderate (91 to 10§Lpércent of average) and below*
average (90 percent or less of average).* The use of per pupil expenditures ag a bagis for
acsessing future funding prospects in the States has its M mitations. Expenditures may not
reflect differences in the level of educational services in States but rather differences in
the cost of providing education. Np’_sa‘éisfactory adjustments for local cost differences
exist. In this analysis, the impact of cost differences among the States was examined in
several ways. One was to compare State expenditures per pupil and per capita personal
_incomes, both indexed to the national average. States with below average spending
which also rank lower in school spending than they do in income probably are providing
below average levels of services. Conversely, in high-épending States ‘whose relatiye
spending exceeds relative income, the high spending is probably not only a reflection 'of
higher costs but also suggests a higher level of educational services.

The comparison of States on indices of per capita income in 1981 and school
expenditures for 1980-81 reveals that 24 States had differences ih the two indices of ten
percentage points or more with 13 States spending much more for schooling and 11
spc\ending well below, their income index. Moreover, all of the form er States were among
the 20 highest expenditure States, while all but one of the latter were among the lowest
spending States. This suggests that spénding differences ,among high- and low-

expenditure States do reflect .real differences in educational services as well as .

differences in school costs. Such a conclusion is further reinforce;i when average teacher
and instructional salaries and estimates of cost~of-living differences are analyzed. While
some of the differences in expehditures among States seem to reflect cost differences,
most States classified as low-spending in this analysis (10 percent or more helow the

national average) would still have below-average expenditures even after cost
differentials were taken into account.

Only three broad categories were used in classifying States according to
prospective spending levels. The range in the average category is rather wide (from nine

* EXpenditures per pupil are calculated based on Average Daily Attendance as this is the
only pupil measure for which there are comparable data across States over time.
L)
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percent above to nine percent below the national average) to allow for cost differentials
and special circumstances (such as sparsity and small schools) which may /contribute to
differences in expenditure levels but may not result in comparable diérences in the
services provided. The other two categories are open-ended and reflect the broad range
in school expenditures that exists at the upper and lower ends of the spectrum. Making
assessments about future spending is difficult, particularly for more than a few years
into the future, given the number of factors involved and the uncertainty surrounding
each factor: Ag the number of spending categories used increases, so do the chances of
nisclassifying States. Furthermore, the purposes for which State assessments are needed
can be met by using only three categories. The primary reason for the assessments is to
identify those States that are most likely to encounter funding difficulties which will
result in low levels of educational services for students. A secondary objective is to
identify those States that are apt to provide high levels of services. These two gx.:oups of
States are the ones identified in the high and below average expenditure ca{:egories.

While the prospects were assessed based on expectations about levels of
expenditures, an alternative criterion could have been the ability of States to maintain
their existing levels of expenditures. This would have resulted in the reclassification of a
number of St:at:esf7 This approach was rejected because projected changes in expenditure
levels were considered less important than the projected absolute level. As a result,
each of the three categories not only contains Stateé that will vary considerably in their
future expenditure levels but also ones that will differ in the direction in which théir

' expenditures\ are moving. The high category includes States whose expenditures may rise

from their current levels as well as those which will not be able to maintain their present
relative level of expenditures but will still be high compared to the country as a whole.
These latter States might be perceived as not having good funding prospects, but
compared to other States they will still be in aivery favorable pos:ition. Similarly, some

States .n the .low category may increase expenditures a great deal but still have

_expenditures that are well below the national average. As a result, they are assessed as

having unfavorahble prospects.

Study Limitations

Certain limitations of the data on which the analysis of the prospects for funding
are based should be noted. One is the difference in years for which demographic and
cther types of davta were available. Projections wére only developed for total population
and va_rious;&age cohorts. Therefore, estimates of future trend.s in all other variables had

to be based on analyses of past trends and assumptions on the likelihood of the

s v
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continuation of those trends. To the extent that the assumptions about any State built
into the Joint Center population projections or those by analysts at the School Finance
Troject about the other variables prove to be inaccurate, then the assessments of
prospects for financing will also. be in error. Assumptions concerning demographic
projections placed more emphasis on long-term trends rather than short-term ones of the
last yea‘rgor two. This was also true with respect to the analysis of economic prospects,
where it was assumed that the curr. 1t economic downturn represents prim arily a cyclical
phenom enon that will he reversed later in the decade. However, some States may be

undergo:mg 3truct:ural changes and the economic prognosis in those States is uncertain.

2

Because of the lack of projections for the fiscal variables, greater emphasis was
placed on recent changes in those variables, Rather than using data for 1970, 1975(76),
and 1980, the analysis prifiarily examined data for 1972, 1975, 1977, 1980, and 1981, and
to a lesser extent data fo: every five years between 1957 to 1972, The choice of 1972
rather than 1970 was made to highlight behavior in the last period of recession between
1972 and 1975. Furthermore, 1972 marked the peak in enrollments in the United States,
so that the period since 1972 is a time of declining enrolim ents.

A final limitation to the examination of prospects that should be noted is the lack
of attention to intrastate varialions in school spending. These are now considerable (and N
their extent differs greatly among States) and there iS no reason .to expect them to
decline dram atically‘in the qomin'g decade. School finance reform efforts of the 1970s
appear to have done little to reduce the disparities, although those efforts may have
prevented them from becoming greater, Unfortunately, the data do not exist to pegmit
an investigation of interdistrict variations in spending and prospective changes, Instead,
the finances of a limited number of urban school districts were examined, and their
circumstances were compared to their own statewide averages, The prospects for school

finance in large city school districts are contained in a supplement to this report,

3
.
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Chapter 4

~

SCHOOL FUNDING PROSPECTS FOR THE STATES

. This chapter reviews the prospects for funding in each of the 50 States. It begins
with a discussion of variations in crit_‘:icaI demographic and fiscal features ‘that were
utilized in the assessments of each State. Factors affecting the demand for schooling
are discussed first, -and then those related to the supply of funds.

The Dem and for Schooling
One of the most im portant factors influencing prospects for financing schools is the
size of the population that will have to be educated. Aalso important is the composition
of the student Bodf, i.e., the characteristics of children that influence the educational
services they will need. Together, the nu mber of sbudents and their characteristics
compnse the demand for education. Rates of change in the gize of school-age population

projected for States over the next decade—and-a-half are examined in this chapter, along

with recent trends in special needs populations such as poor children, the handicapped,
. and the limited-English proficient. This analysis will assess the impact of these changes

on the future demand for public ele mentary/secondary education.

Projected‘ Ch.anges in School-A ge Population

In contrast with the 1970s when most States experienced declines in .
elementary/secondary school enrollm ents, th,e.late% 19808 will be a pericd when the
decline will be reversed in most States. Within the nation, however, continued decline in
school~age population in some regions and States will be counterbalanced by large
projected increases in others. Table IV-1 reveals the magnitude of projected state
changes. (See Appendix Tahle B-1 for projected number of children age 5~17 to 2000.)

Many of the States that are aﬁﬁcipated to have the largest increases (over 35
percent) in school-age populations between 1985 and 2000 *-’;- and consequently the
largest increases in the demand for schooling ~ ~ are located in the Rocky Mountain and
Southwest* regions. Other States with very large projected increases include North and
Sduth Dakota, Hawaii, Mississippi, ﬁevada, New Hampshire, and Oregon. Other
projected higg-growth States (25-34.9 percent) are found in several regions while more
modest growth (15-24.9 percent) is'fore'cast.: primarily for States in the S6uth Atlantic
region ané the eastern Plains. Stable populations (0-4.9 percent growth) or continued
decline is anticipated for most States in southern New England, the Mideast and the
Great Lakes, (See Map IV-1.)




’ TABLE IV-1

Changes in School-Age Populstion, 1985-2000

Pexcent Percent Percent
State and . "~ Change Change Change
Ragion 19835-19%0 1950-2000 1985-2000
United States +5.3 +12.2 +18.2
Nev England
- Comnecticut -6,7 ‘40.3 -$.4
Maine 45.9 +21.2 +28,2
Massachusetts 4,0 +6.4 +2.1
o Rew Hampshire +10.4 +33.6 +47.5
i Rhode Island -2.2 +7.3 .9
Versont +7.6 +21.1 +30.4
Midsast
Delavare -1.5 -3.5 -4.9
District of
Colusbia =17.4 -23.1 -36.5
Maryland -2.2 -1.3 . -3.5
Rev Jersey -6.9 -6.4 -12.8
New York -7.6 -8.9 -15.9
Pemnsylvania 4,2 -3.8 -7.8
Great Lakas
Illinois -0.8 -5.9 6.6
Indimna . +3.1 +2.0 > +5,2
Michigan 0 +1.4 +1.4
Ohio -2.0 -3.4 -5.3
Wisconsin +5.6 +6.6 +12,5
Plains .
Iows +7.8 +7.2 +15.6
Kansas +12.9 +13.6 +28.1
Minnesots +7.2 +11.1 +19.1
Missourt +6.3 +5.1 +11.7
Kebraska +12,2 +19.6 +34.2
North Dakota +15.3 +20.1 +38,5
South Dakots +17.4 +20.0 +40.9
Southeast
Alabama +7.6 +18.7 +27.17
Arkansas’ +10.7 +16.9 +29.5
Ylorida +9.1 +18.0 +28.7
Georgia +3.2 +13.7 +17.3
Kent ucky +9.6 +22.5 +34.2
Louisims +12.6 +19.5 +34,6
Mississippi . +23,8 +22.4 +57.8
North Carolina +.8 +10.8 +11.7
South Carolina +4.6 +13.9 +19.1
B Tennesses ’ +7.0 +20.2 +28.6
Virginda : 41.1 +0.4 +11.7
West Virginia ~ +2.0 +3.3 N +5.4
Southwest ’
Arisons +15.8 +35.2 +56.6
New Maxico . +16.8 +25.8 +46.9
Oklahowa +14.1 +20.3 +37.3
Texas +13.5 +28.2 +45.5
Rocky Momtain
Colorado +12.3 +30.0 +45.9
- Idaho +21.0 +30.5 +52.9
‘Montana +14.9 +19.3 +37.1
Utah +31.4 +39.4 +83.1
Wyoming +29.9 7.1 491.0
Far West ’
California +10.7 +19.6 +32.4
Mevada +15.8 +38.6 +60.5
Oregon . +18.1 +32,2 +56,2
Washington +7.0 +18.1 +26.4
Alaska +8.8 +17.3 - +27.6
, Bewaid +12.4 +25 .4 , +40.9

»

Source: Gsorge Masnick sand John Pitkin, “"Cohort of Scho liAae Populstions for’
States and Regions,” prepared ;or the School mw. Project (1982),
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Over 40 stabes are projected to show an upturn in school-age populations between
1985 and 2000, but the timing of this increase will differ among States. Some will not
experience much growth until the 1990s, specifically States in the eastern Plains, the
Southeast, northern New Er;gland, and the Northwest. On the other hand, States that are
projected to show high growth in school~age population during the entire period generally
will experience such growth beginning in the late 1380s.

States have been classified according to their projected demand for
elementary/secondary education for the period 1985-2000 in our assessment of funding
prospects. In our final discussion, States with growth rates over 25 percent are

considered high-~growth States; those with under 25 percent increases or declines as low-
growth States.
Student Need )

Projections of the characteristics of public school students were not available for
our assessment of funding prospects. For analytical purposes, the most recent trends or
levels were assumed to continue. An analysis of the States based on the most recent
counts of special needs students was undertaken.

Poverty. The proportion (but nof the number) of school-age children in poverty
rose slightly for the nation during the 1970s. This increase was evident in about half the
States, but in several States in the Northeast, the Great Lakes, and Far West regions, the
nunmber of poor children actually increased. In Connecticut, Massachusetts, New Jersey,
vew York, Hlinois, and Michigan, the trend was most pronounced. 'A]l had declines in the
schocl-age population (and public school enrollments) in excess of 10 percent, and
increases in the number of children in poverty of 15 percent or more. Most of the States
with rising proportions of poor children still had.no more than moderate proportions of
sych children in 1980, because of the low incidence of such children in 1970. - (See Table
IvV-2.)

At the other end of the spectrum, the most dramatic declines in both the number

ané proportion of children in Poverty occurred in States in the Southeast and Southwest. .

In most of these States, the number of poor children declined more rapidly than
school-age populat:ion, but in a few States, including Arizona, Florida, and Texas,
school-age population increased while there were fewer poor children. Despite th‘e
decline, however, most states in these regions continued ' to have the highest
concentrations of children in poverty \

In some respects the 1980s may -.-ﬂ' tinue to reflect the developments of the past
decade. Some of the States in t ortheast and the Great Lakes regions may
experience a relative growth in poor children due to outmigration of higher mcome

residents, higher ferti]ity rates among low income populations, and im migration. States
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TABLEY 1V-2
8chool—~Age Children in Poverty, 1970-1980
”L Percant .Change »
. Percent Children School Age  Children 5-17
State and 5=17 in Povert . Population, in Poverty,
_Begdon 1970 1980 1970-1980 1970-1980
. United States 1.8 15.2 -9,7 6.5
Nev England
Comnecticut 7.2 11.0 -12.0 +27.,5
- . Maine 14,2 14,5 -6,.3 -1.9
Massachusetts 8.4 12.7 -18.0 +25.3
Rew Hampshire 7.7 8.3 +3.6 +16.4
Thode Island 11,0 12.7 -16.9 -1.7
P Vermont 1.4 11.8 -6.7 -0.8
g Mideast ,
* Delsware 12,0 13.9 -15.5 +2.9 -
District of
Columbia 23.2 25.4 -33.8 =-25.1
Maryland 11,5 ~ 11,6 -13,7 -11.0°
New Jersay 8.7 13.4 -15.0 +31.5
Rew York 12,2 18.1 -18.4 +22.4
Pennsylvania 10.6 ° 13.6 -18.7 +6.1
Great Lakes
1114nois 10.7 14,6 =16.1 +15.7
Indimma 9.0 10.9 -13.4 +6.3
Michigan 9.1 12,8 -15.5 +19.8
ohib 9.8 12.6 -18-1 "'6-3 v
Wisconsin 8: 7 10.0 -15.9 2.6
Plains
Towa 9.8 8.9 -18.5 =25.6
Kansas 11.5 9.8 -18.1 -29,2
Mimesota 9.5 9.5 «17.6 -17.0
Missouri 14.8 14.2 -ld,? -17.1
Nebraska 12.0 10.7 -16.3 -24.3
North Dakota 15.7 14,2 -22.1 -28.1
South Dakota 18.3 18.5 -21.2 -20.0
Southeast
Alabama 29.5 2.5 =7.2 =31.5
Arkansas 3.6 22,2 =0.2 =29.1
Ylorida 18.9 16.7 +11.2 -0.7
Georgia 24.4 20,3 . 40.7 -14.8
Kentucky 25.1 22.3 =5.1 =14,1
louisiana 30.1 23.8 -6.8 =25.5
Mississippl 41.5 31.3 -5.6 -28.5
North Carolina 2.0 17.4 =5.3 -30,7
South Carolina 29.1 19.3 2,3 =34.4
Tennasses 24.8 21.3 =2.9 -15.4
Virginia 18.2 13.4 -7.0 =30.1
Vest Virginia i 24.3 17.3 -6.3 -32,5
Southwest
Aritons 17.5 14,2 +19.1 -2.5
Rew Mexico 26.3 21,2 2.4 21,1
Oklshoma 19.5 14.4 -2.8 =27.0
Texas 21.5 18.4 +,6 -9.2 -
Rocky Mountain
Colorado 12,3 11.0 ; +0.7 -8.2
. 1daho 12,0 13.3 +6.9 +17.9
- Moutana 12.9 12,7 =14.6 =14.8
Utah 10.0 9.7 +12.2 +9.0
Wyoming 1.2 6.8, +10.1 -31.0
Yar West
Californis 12,1 13.8 -6.3 +8.7
Revada 8:8 9.3 +26.2. +35.5
Oregon . 0.3 10.6 <1.6 +3.5
Washington 9.3 10,8 5.3 +12.6
Alasska 14.6 9.6 +4.2 -26.7
Havail 9.7 n.o 2.9 +15.3

Source: U.S. Depsrtment of Commerce, Statistical Abstract of the United States, 1980;
1980 Census of Population sad Nousing, Provisional Estimates of Social,
Bconomic and Bouging Characteristics, States gwd Selected Metropolitan Statis-

’ " ‘tical Areas, PUC 80-81~1; and 1970 Census of Fopulstion, Volums 1, Characteris-

o tice of Population.
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in other regions outside the Sunbelt will probably continue to have average or low
percentages of poor children. In the Southeast and Southwest, how ever, it is unclear
whether absolute or rela’tive declines will caentinue. With an upturn in school-age
population and higher average fertility rates for low-income wom en, the number of poor
children in these States may stabilize or even increase. However, the proportior: of such
children could continue to fall if population growth exceeds the national average,
Nevertheless, many of these States may st;i]l be among those with the highest
concentrations of poor children.

Minorities., Throughout the 1970s the proportion and number of minority children
enrolled in the public schools showed a steady increase. More than 80 percent of the
States (41) showed an increase in the proportion of minorities during this period, and
these tended to be States that already had average to high proportions of minority
children. (See Table IV-3.) With the exception of Alaska, Missouri, Connecticut, and
Colorado, these States were located in five regions: the Mideast, the Great Lakes,‘the
Southeast, the Southwest and the Far West. The nine States which experienced declines
in the proportion of minorities were found in several regions of the country, although
there was a concentrati\on of States from the Southeast (Alabama, Arkansas, Georgis,
South Carolina, and West Virginia). Fewer States (24) had increases in the number of
minority students. Most of these were west of the Misgissippi. (See Map 1V-2.)

Should these trends continue, the minority com position of public school enrollments
might take the following shape in the future. States in the Northeast and Great Lakes
would continue to have increasing concentrations of minority enroliments (particularly in
large cities) as a result of either less rapid decline in minority than non-minority
enrollments or continued decline in non-minority enrollments and absolute increéses in
the minority school population. In the States of the Southeast, Southwest, and Far West,
where the schgol-age cohort is projected to grow starting in the late 1980s, the
proportion of minority children inu public schools may also increase, if minority
populations continue to increase more rapidly than non—minérity groups.

Handicapped Children. States vary much less in the proportion of handicapped
childrén served under P.L. 94-142 (The Education of All Handicapped Children Act) than

on other measures of educational need such as poverty and limited proficiency in
English. In the 1979-80 school year, the proportion of children receiving services ranged
from a high of 12.4 percent in Massachusetts to alow of 5.3 percent in New Hampshire,
Since the incideﬁce of handicapped chﬂ{r\;n is probahly relatively uniform across States,
this variation may be more a reflection of State and local policy ghoices about student
classification and service dg]ivery than a reflection of State differences in educational
need. Services for the handicapped are, however, generally much more costly than

services for the average student, or for children in other épecial need classifications.
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TABLE IV-3
Minority Enrollments, 1976-1980

Percent Change in:

Ninority
Enrollment,
Fall 1976-1980 Pall 1976-1980

Public School
Enrolloent,
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+1.6
-35.7
+19.7

~7.6
-10.6

-16.2
-12.6

26.7

24,0

15
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United States
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Massachusetts

New England
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+7.4
-22.2
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North Carolina
South Carolina

Tennasses
West Virginia

Southwest

Arkansas .
Plorida
Kent ucky
Louisiana
Mississippi
Virginia

Alabans
Georgia

9563

363
783

N~
P ]
TIVY

< VOo®w
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Nev Mexico
Oklahoma
Texss
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Rocky Mowntain

.9
+54.0
. *+1.5
+19.5

-3.8
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05968

Colorado
Idaho
Montans
Utah

+12.5
+17.6
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.0
+5.4
=2.1
-3.0
=5.2
=5.6
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Wyoming
Paxr West
California
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Washington
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Oregon
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¢ Limited English-Proficiency. The incidence of children with limited proficiency in

English, in contrast, differs m arkedly across States. A handful of States - — New Mexico,
Texas, Arizona, New York, Ca}ifornia, and Hawail - -~ had concentrations of such children
exceeding 10 percent in the 1980-81 school year, and another seven States — - Alaska,
New Jersey, Colorado, Florida, Connecticut, Louisiana, and Rhode Island - - had between
4 and 10 percent of public school enrollments classified as limited-English-proficient.
All other States except for eight in the Southeast (where no limited-English counts were
reported) had less than 3 percent of their enrollments in this category, although even
within these States there may be some school districts with high concentrations of
children with limited facility in the English language. N_~
Educational Need: A Composite Picture

Based on the most recent counts of children in poverty, handicapped children

served under P.L. 94-142, and children with limited proficiency in English, an index of -
. -\overall educational need was developed for each of the 50 States. (See Appendix for

the methodology used in constructing the index.) For poverty children, this index
reflects the direction of change as well as current levels. (Table IV-4 presents Sta.te
rankings on the need variables and the composite clasaification for each State.)

As the table suggests, there are some regional patterns in the incidence of

educational need in the States. Those with the highest need are generally located in the ’

Southeast, but include States outside that region, namely, New York, New Jersey, New
b;exico, South Dakota and Texas. States with moderate educational need are found in all
regions of the country, but tend to be concentrated in New England and the Great
Lakes. The lowest incidence of children with high educational needs is found in three
regions: the Far West, the Plains, and the Rocky Mountains, and in a scattering of other
States in the lllortheast.

Private School Enrollment

The future demand for public elementary/secondary education is likely to be
affected by parental choices between public and private schools. Recent trends in
private school enrollments may not bé a good baromey r to judge the direction of future
changes, in part because these changes occurred during“a period of genei:'al enrollment
decline. However, because projections of privat:e school choice are currently
unavailable, a review of the most recent developments may provide somé hint_about
possible futures. '

In the 1970s, a decline in private school enrollments of about 11.4 percent occurred
throughout the nation. With public school enrollments declining a little less rapidly, the

private school share declined from 11.2 percent to 10.7 percent of total gnrollmerits.
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Table 'TV-4

Incidence of Special Student Meed Populstions

Percent Handi-
capped Children
. Percent Children 4n Public School
5-17 4n Poverty - Enrollment
State and 1980 Fall 1979
Ragion ’

Percent Estimated
Limited English
Speaking in
Public School
Enrollment

1980

Cimulstive
Index

Uoited States
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Connecticut
Maine
Massachusetts
Rew Hampshire
Thode Island
Vermont

Mideast
Delaware
District of

Columbis

Maryland
Hew Jersey
New York
Pernsylvanis

Great Lekss
I1l4nois
Indians
uwnm
Ohio
Wisconsin

Plains
Iowa
Kansas
Mimnesota
Missouri
Nebraska .
North Dekota
South Dakots

Southeast

, Alabsm

Axrkansas
Florida
Georgia
Kantucky
louisimna
Mississippi
North Carolios

. South Carolina

Tennasses
Virginia
West Virginia

Southwest
Axisona

. New Mexico

‘unm-

loc!;uonum ! \
Colorado
ldaho .
" Montsns
" Utah

B Hal--B--B- )

MEOXCoor X XX Xmxe mX XXX
X X Xremm o oem

Treremim X

M X K mm  x Immm m im
Xmerx XXmmXEXX XXXXXX

(ol ol & 2o
xmerex e

-
-

Wyowming
Tar West
California
Newvada
Orégon .
Hashiagton. ;-
Newait - )
- K@ High - t-m - )

"_ -\_‘M . -, 1’% )
' uqq:nuuufm.nn- m:qumam .

L ol ol ol ol - 4
XX K

t"t"!"!"t"t"t'"t"t" e MeImxt et oxrrrX

xXiexX ¢t t
*

e [ o T 2 I |

a2l a2k 3

WX rem

mxX XXX X

mMECXCCr X XX Xxmer

mEmx mMEmmmEET E@mEWmH®

[l ol & 4 o)

[ 28 ol o 2l ok 4




I3

V.ucb of this decline was in Catholic school enrollment, which dropped sharply during the
early part of the decade. Between 1970 and 1930, the Catholic share of private school
enrollm ents dropped from -80.8, percent to 62.1 percent (NCEA, 1982).

Nearly two-thirds of the States experienced declines in private school enrollments
during the 197034 but-in a number of States in the Northeast and Midwest, the decline was
precipitous. According to Census counts, States such as M assachusetts, Michigan, New
Hampshire, Rhode Island, Vermont and New York had decre‘ases in excess of 25 percent.
In contrast, most States in the Southeast, California and Delaware experienced increases
in private school enrollments at the same time that public school enrollments declined.
In a few of these States, particularly Alabama, Mississippi, and Delaware, the private
school share of total enrollments increased dramatically over the decade. '

For the latter half of the 1970s, there is some evidence that the decline in private
school enrollments may have ended and that enrollments are now on the ;thum {Cooper
and McL;ughlin, 1982). In Catholic schools, the rate of decline is much less than it was
in the early 1970s (NCEA, 1982), while non-Catholic schools appear to be growing.
Because of undercounting of private school children in surveys conducted both by Census
and the National Center for Edugational Statistics (NCES), it is difficult to get-a firm

estimate of non-Catholic, private'schoal enrollments and to gauge trends in individual
States.

In terms of absolute numbers, the one State where the increase is particularly
significant is California. In the 1976-80 period, public school enrollments decreased by
262,000 (6.0 percen.t), while _private school enrollments increased by 46,000 (9.7
percent). (NCES, 1982) Thus about 17 percent of t':he decline in public school enrollment
was accounted for by an increase in private school enro]lments?“ﬁithin the private
school sector in California there has also been a shift from Catholic to other. religiously
affiliated and non-affillated schools. The share of non-public schooi enrollments
composed of Catholics dropped from 70 percent in 1970-~71 to 55 percent at mid-decade
to 51 percent in 1980-81. Both non-affliated and other religiously-affliated schools
show ed .corresponding increases during the period.

The Supply of Resources for Education

The provision of financial resources for elementary/secondary education by Séate
and local governments must be considered within the larger context of State-local public
finance, To the extent that education "competes" with cther public services for funds,
one must take into aécount the size of the fiscal pie that all public services must share.
Where ‘the State-local sector is large, a small share for ele mentary/secondary education
may not mean that the function is faring poorly. Conversely, a large share for schools of
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a small State-local sector may not mean high expenditure levels for education. In
addition to the gize of the sector, the direction of change in its size has important
conseluences for education finance. Where the sector is growing, the degree of
competition for resources will be less intense than where the sector is shrinking.
Elementary/secondary education may well hold its own when public revenues are
growing, even though its share of State-local expenditures remains constant or shows
modest declines. With a declining State-local sector, however, additional resources for
other functions may result in real resource declines for education, Tt is therefore,
important to examine changes in the overall size of the State-local public sector

State-by-State to assess the potential supply of resources for elementary/secondary
education.

State—-Local Expenditures

The size of the Stat;e—local public sector differs markedly among the 50 States.
States in the Southeast have traditionally been well below the national average in their
level of State-local expenditures per capita. (In FY 1981, the expenditure levels in all
but two of the twelve States in the region were more than 10 percent below the national
average.) States in the Far West, in contrast, have congistently been at the high end of
the spending spectrum. Other regions of the country generally include States with both
high and low levels of public spending. These spending patterns, however, do not reflect
differences in the cost of providing public services. State standings might be altered
somewhat if cost differences were taken into account. (See Map IV-3.)

Throughout the 1970s there was a general tendency for the variation in State-local
spending among States to decrease. {(See Table I(l-S.) This resulted from both relatively
lower spending increases among high-spending States and more rapid growth in spending
among low—;pendmg States. In'the last year of the decade, however, this trend tow ards
convergence in spending 1eve]§ appears to have reversed iweif, as high~spending States
such as Alaska, Wyoming and D;elaware increased their expenditures at rates well above
average and low-spending States in the Séutheast, as well as Maine and Idaho increased\
expenditures more slowly than the national average. It is uncertain whether the reversal
is a temporary by-product of the current national recession or whether it m arks the
beginning of a longer term trend for the 1980s. It is clear, however, that mo'st low

spending Sunbelt States are only a little closer to the average spending level than they
were a decade ago.

Educational Expenditures

The level of State-local expenditures for ele mentary/secondary education generally

\
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* TABLE 1V-5
Measures of Interstate Diversity in State-Local »

Expenditures Per Capita 1957-1981 -

State-Local Direct General Expenditures Per Capita1

4

Ratio of Coefficieng
Range . Highest/Lowest of variation
19572 s 218 2.43 21.0(21.3)
1962 352( 289) 2.74(2.43) ] 21,5(19.2) .
1967 885( 434) 3.89(2,42) h 28.1(19.9)
1972 1697 ( 730) 4.25}2.40) 32.5(18.3)
1975 2054( 884) 3.82(2.21) 59.9(16.6) o
1977 2353( 868) 3.68(1.99) ‘29.0(15.7f
1979 3468( 872) 4.13(1.79) 33.3(14.4)
1980 50A9(1137) 5.21(1.95) 42.0(15.7)
1981 5735(1358) 5.42(2,05) . 43.3(16.2)
J 1 Figures in parentheses are for the 48 continental states, and “
exclude Alaska, the District of Columbia and Hawaii.
2

Alaska and Hawaiil not included.

SOURCES: U.S. Bureau of the Census, Compendium of Government ga
. Finances Census of Governments for 1957, 1962, 1967, B
;

P

1972 and 1977, and Governmental Finances for 1974-75,
1978-79, 1979-80, and\1980-81, and Historical ‘
Statistics from 1977 Census of Governments. "U.S. ;
Department of commerce News,"™ May 9, 1982, George
Masnick and John Pitkin, "Cohort Projections of
School-age Populations for States and Regions: 1985 to
2000, " prepared for the School Finance Project (1982),
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shows a high degree of correspondence with the size of the total State-local public
sector. That is, States that spend at high levels for all functions also tend to have high
expenditures per pupil for education, and vice versa. There are, however, a number of
States that do not fit this pattern; this is often explained by the share of populati
composed of school-age children. (See Table IV-6.) Some States, such as Connecticut,
New Jersey, Illinois, and Pennsylvania have relatively higher levels of expenditure for
%ducation than. for all functions. Others such as North Dakota and Wyoming show the
opposite pattern, i.e., relatively high general expenditures per capita and lower per pupil
expenditures for education. In general, States in the first group tend to have a relatively
low proportion of children to total population while States in the second group show the
reverse pattern. California and Nevada fall into the second group but do not have low
proportions of children relative to total population. In these two States, a low proportion
of total expenditures is allocated to the elem entary/secondary school sector relative to
other State-local functions.

Our analyses indicate that two factors, fiscal capacity and fiscal effort for
education, explain between 65 to 80 percent of the variation in current expenditures per
pupil for education. In general, those States with currently high levels of per capita
income and/or tax capacity spend more than those with low per capita income or tax
capacity. However, the extent to which a state taps its capacity to fund
elementary/secondary education is also important in shaping resource levels. Some
States are able to raise substantial resources even with low fiscal efforts, because of
high tax bases, while others can only raise low resource levels with high effort because
they have limited resource bases. On the other hand, high capacity and high effort in
combination produce very high levels of resources, while low rankings on both measures
has the opposite effect. )

Fiscal Capacity

Personal income per capita differed markedly among the States in calendar year
1981. As a percentage of the national average, per capita personal income randed from a
high of 124 percent (excluding Alaska and the &District of Columbia) down to 69 percent.
{See Map IV-4.) States? with personal income levels more than 10 percent above the
national average were generally in the Northeast and the Par West, but also included the
energy-rich State of Wyoming. On the other end of the spectrum, States with income
levels 10 percent or more below the national average were found mostly in the Southeast,
but also included Utah, Vermont, South Dakota, and Idaho. In recent years, the ranking
of States on per capita income has remained relatively stable, although a number of
States, including Wyoming, Oklahoma, Louislana, Texas, New Hampshire, and

~h2- 61




TAKLE TV-6

Indices of State-local Rxpsnditures Per
Capits and Bducstionsl Expeaditures Per Pupil

1980-31
State-local Current Rducational
State and [Rigenditure Expemditures Per
Bsgicn Per Capita Pupil
United States $1, 76%=100 $2,436=100
Sew Inglasd
'\ Commacticut 9 120
Maing 86 88
Massachusetts 109 131
. Bov Kampshire (73 8
Shods Island 109 . 120
VYermut [ [} . 81
Mideast -
Delasarse 116 128
Districe of 17 118 { ,
- 107 110 )
land
:?.t.tny 106 138 -~
Yev York 136 147
Pemsylvanis 90 111
Creat Lakss
Illinois 99 _ 112
Indima 79 86
.Michigan 112 121
Ohio ' 89 93
Wisconsin 108 110
'hx::: 100 110
Kansas 100 107
Mimesota 118 117
Misscuri 80 87
Tabraska 94 9
¥ortk Dekocs 109 79
South Dakota 98 n
Southaast
Adabgma 81 58
Arkansas 73 66 .
Ylorida 79 97
85 74
;.:‘:ky 84 78
Lovisisma * i 100 8
Mississippl 84 7
¥orth Carclina 79 83
South Carvlina 80 72
Tarnesses 79 13
’ Virginia 89 92
Sest Virginia 92 1]
Sowthwast v "
Ney Maxico 105 92
Oklshoms 87 9N .
Texas 82 79
" baocky Nountsin . 100
daho 3] 73
ontsna 106 107
Utsh 9 /]
Wyeming 130 100
Par Vest
California 116 89
Bavada pEL ] X}
Oregon 118 127
Washington 115 112
Alsska n 203
Bavait 121 . 109
6.2

’ - Seurce: U.5. Bumau of the Census g pances in 1980-81 and National
[MC . uwm':mcuu-. .. " of Schoo 3T 82
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C onnzctcut, have had increases in real per capita income well in excess of the rates for

the nation asa wnole.

There is in general a fair 2egree of correspondence in a State's ranking on personal

income per capita and on the ACIR's measure of tax capacity, although a number of

States in the Northeast rank lower and others, primarily in the Southwest and Rocky
'7ountains, rank higher using the latter measure. The energy-producing States have high
revenue potentia]s(from oil and mineral resources which gives them a much higher
ranking on tax capacity than on per capita income. These States include Alaska,
Louisiana, rontana, New Mexico, North Dakota, Texas, and West Virginia. In assessing
States' funding prospects, per capita income was used primarily, but for energy producing
States tax capacity was also considered.

Fiscal Effort for Education

Fiscal effort for education, defined as State-local revenues for education as a
percent of personal income, varied by nearly two-to-one-in 1980-81l. Excluding Alaska,
Utah had the Jhighest effort, with 5.8 percent of its personal income devoted to
elementary/secondary education, while the lowest States, Alabama, Nevada, and
C alifornia, had efforts of 3.0 percent. States with fiscal effort at least 10 percent above
the national av'eraée were found in all regions of the country, but four of the five States
in the Rocky M ountain region - - Utah, Montana, Wyoming, and Colorado - - were among
them. States with effort 10 percent or more below the national average in effort were
foun? mostly in the Southeast (Mississippi, Tennessee, Louisiané, Florida, and Alabama),
and the Far West (Fawaii, California, Washington and Nevada), but also included
Connecticut, Missouri, and North Dakota. (See Map IV-5.)

Dependence on Federal Aid

State Jependence on Federal aid to support elementary and secondary education is
reflecte? Yoth by the level of aid per pupil and the share that Federal aid comprises of
total receipts. When 3tates are ranked on these two measures they tend to have similar
positions, with the exception of Georgia and Alabama where in 1980-81 aid per pupil was
relatively lower than the Federil share of education receipts, and M assachusetts and

Pennsylvania, where the reverse was true.

States that are relatively heavily dependent on Federal aid, i.e., those that

taceival more than 10 percent of their total receipts from Federal sources, with the

[¢]

exception of Alaska, Jawalii, Delaware, and South Dakota, were located exclusively in
the Southeast and the Southwest regions of the country. (See Map IV-6.) Al four
southwestern States and eleven of the twelve southeastern States (all but Virginia) had a

bo
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Federal share of receipts 10 percent or more above the national average. States with
relatively little deper.mdence on Pederal aid were found in all other regions of the country,
but the heaviest COncentratior; of these States was in New England and the Plains
regions. All New England States except Maine and all Plams States except Missouri and
South Dakota received less than 10 percent of their total receipts for
ele mentary/secondary education from Federal aid,
Shift in Financial Responsibility to the State ‘Level

Despite the general shift to the State level in funding responsibility fér education,
wide variation among the States in the State share of school teceipts remains. Historical
funding patterns in different regions still underpin some of the differences among

States. In general, States with high State shares of funding are found in the Par West and
the Southeast regions, while low State shares are more characteristic of New England,
the Great Lakes, and Plains regions. Moreover, there is a tendency for high State
participation in school funding to occur in States with below average per pupil
expenditures and l1ow State shares to be found in high-expenditure States. The exceptions
among those with high shares were Alaska, Delaware, and Washington and on the low
side, South Dakota, Vermont, and New Hampshire. (See Tahle IV-7 for the current State
share and the change in the State share of school receipts over the 1970s.)

Spending Variation ¥

Spending differences among the States generally declined from the late 1950s
through the mid-1970s but that trend pas been reversed in recent years. These trends are
evident in Table IV~-8 which shows the variation in current expenditures per pupil among
States. Further evidence for the divergence can be drawn from Map IV-7 which
com pares States on their spending levels in the 1980-8} school year, clagsifying States as

high, moderate or low in expenditure per pupil, and Table IV-9 which shows changes in
expenditures per pupil in the States over the last few years. The average percentage
increase in real expenditures per pupil between 1974~75 and 1979-80 for high-, avérage-,
ahd low spending States was fairly close: +23 percent, +26 percent and +21 percent
respectively. In absolute dollars, however, the differénces were much greater. High and
moderate spending States increased real expenditures by an average of $524 and $466 per
pupil respectively, while low spending States increased expenditures by about $320 per
pupil. Between 1979-80 and 1980-81, the trend toward divergence in expenditures
continued, with high-spending States increasing real spending by an av;.;age of $101 per
pupil and low-spending States showing a decrease in expenditures by an average of about
$4 per pupil.

[

<
Several f)actors contributed to the convergence in spending differences among the
States through the mid-1970s and the divergence in expenditures during the pdst few
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Table IV-7 .
State ole in School Finance
State Share of Total Recedpts for Public Schools

Change from
1971-72 1974-75 - 1979-80
Stete and 1980-81 1924-75 1979-80 to 1980-81
Ragion s
. United States 47.02 3.6% 5.5% 3%
¥ev England
Cononecticut 34.1 2.5 6.5 3.0
Meine 47.4 12.9 3.7 .3
Massachusetts 38.7 2.6 12.3 2.4
} " M.m. 7.0 -9 - .5 .6
Thode Island 35.9 1.6 T4 -2.8
Vermont 26.4 - 2.5 -~ 1,2 - .8
Mideast
Delaware 65.7 : 3.5 - 3.5 2.1
District of — _— — —
Columbis *
Maryland 39.4 2.4 - 4.5 - .6
Hev Jersey 38.9 6.3 9.7 -1.0
. Nev York 39.6 - . 1.1 3
Pernsylvania 43.6 1.4 - 3.5 o]
Great Lakes .
Illinois 37.7 3.7 - 3.4 1.0
Indiana 58.6 2.7 20.9 4.2 i
Michigan 34.1 6.1 - 4,5 -6.6
Ohio 38.6 6.5 3.7 1.1
Wisconein 33.0 7.1 - 2.1 -7
Plains
Iova ) 41,2 10.8 Wb - .3
Kansas 43.3 12.1 3.6, 1.7
mm..ot. 54.8 8-8 - .4 1-7
Missourt 37.9 1.4 2.1 2.4
Nebraska 15.9 8.1 - 8.4 - .8
North Dakota 42.0 11.4 2.7 -1.1
N South Dakota 26.9 - 2.6 8.0 6.6
Southeast
Alabane 63.2 - 2.4 +8.2 =3.7
Arksnsas 50.9 2.6 4.2 1.1
.%, Plorida * 53,7 5.8 - 3.3 4
Georgia 54,0 3.7 “4,1 -2.,4
Kent ucky 65.5 , -1.7 16.8 - .6, %
Louisiana 53.6 .6 2.3 1.6
Mississippi 51.6 3.9 o5 o]
North Carolina 64.3 4,6 -~ 3.9 2.% .
South Carolina 52.1 2.3 - .5 -3,1
Termessee 45.8 8.1 - 5.5 i 1.2
Virginia 39,9 - 1.5 9.5 4 5
. West u:m 59.5 - 5.6 6.2 4.4
Southwest »
Ariszona 42.3 7.1 -2.8 2.9
Nav Mexico 63.5 -1.9 3.8 3.7
— Oklshoma 55.9 3.7 8.8 1.5
Texas - 46,3 -1.0 5.1 - .6
Rocky Mowntain .
: Colorado 38.0 16.1 - .6 -1.4
Idaho 57.6 5.2 8.8 6.7 ‘
¥ontana 44,7 15.4 . 8.7 -2,6
Utah 48,2 1.9 - 2,3 7
Wyosing 26.0 - .6 - 6.1 - .8
Far West . '
Californias 72,9 3.8 30.3 3.5
Nevada 48.5 1.0 22.4 -7.6 .
Oregon 32.9 7.0 9.0 - .9
Washington 73.3 3.7 2Q.9 1 A0
Alsska 66.8 5.1 5.7 -5
Bawail 86-3 - 3-6 .1 1-1 .
|
|
Q Source: NEA, Estimates of School Statistics, 1972-73, 1975-76, 1580-81, 1981-82.
ERIC | ' - ~ -
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SOURCE.:

1957

1962

1967

1972

1975

1977

1979

1980

1981

S

TABLE 1V-8

Var lat lon among States in Current Expenditures
Per Pupil for Elementary and Secondary Education
for Selected Years 1957-1982

Current Expenditures Per Pupil1

Constan

Actual Dollars
$ 300 $1,145
415 1,383
573 1,587
970. 1,944
1,280 2,000
1,59 2,187
1,961 2,315
2,200 2,386
2,436 2,436

Range

$150
462

221
601

339
967 (918)

563 hd
1,513

891
2,095

1,085
3,061(2,346)

1,301
3,943(2,800)

1,470
4,697(3,066)

1,425
4,955(3,577)

Ratio of Coefficient
Highest/Lowest of Variation
3.08 24.5(24.7)
2.72 22.7(22.2)
2.85(2.71) 21.7(19.6)
2.69 22,8(21.3)
2.35 22.6(20.9)
2.82(2.16) 24.,0(19.6)
3.03(2.15) 25.3719.7)
3.20(2.09) 25.5(19.6)
3.48(2.51) 25.5(21.2)

lExpenditures per pupil in average daily attendance (ADA). Figures in parentheses

exclude Alaska, Hawaii and the District. of Columbia.

2

and services, 1981=100.

3Excludes Alaska and Hawaii,
b3

O

Inflated using implicit price deflator for State-local government purchases of goods

National Education Association, Estimates of School Statistics, annual

publication and Economic Report of the President, February 1982.
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Table IV-9

Changes in Current Expenditures per Pupil
: 1974-75 to 1980-81

Current Percent Dollar Change in Real
Expenditures Change Expenditures .
Per Pupil in Real Per Pupil
Current Indexed to Expenditures 1974-75  1979-80
. Expenditures National Per Pupil to to
State and Per Pupil Average 1974-75 to 1979~-80 1980-81
Rsgion 1980-81 1980~-81 1979-80

. United States $2436 100 +19.3% 44386 $ +50

Mev England ’ :
Comnecticut $2934 120° +14.3 $+360 $+ 47
Maioe 2152 88 +23.9 +403 + 65
Massachusetts 3186 131 +43.4 +904 +196 ,
Kev Hampshire 1985 82 +25.7 +380 +122
Thode Island 2933 120 +16.6 +390 +188
Vermont 1969 81 - 2,2 - 44 + 11
Mideast
— Delsware 3117 128 +32.4 +764 - 8
District of 3277 135 +23.5 +648 -132
Columbia §
Maryland 2613 110 +17.4 +415 -125
Rew Jersey 3369 138 +15.9 +434 +215
New York 3577 147 T+ 1.6 +52 4252 ,
Permsylvania 2695 ’
Great Lakes
Illinois 2732 112 +27.8 ... +583 + 55 .
Indisnas 2092 86 +23.3 +390 + 32
_ Michigan 2958 121 +36.6 +752 +166
Ohio : 2261 93 +17.5 +318 +129
Wisconsin 2670 110 +13.6 . 4317 + 12
Plains .- .
Iowva 2681 110 +25.1 +512 +135
Kansas 2606 107 +29.7 +576 + 96
Mimesota 2857 117 +23.0 +509 +142 '
Missouri 2108 87 +17.5 +300 + 99
Nebraska 2358 97 +23.5 +444 + 28
North Dakota 1934 79 +23,1 +381 - 97
South Dakota 1760 72 +22.8 +362 -191
Southeast .
Alsbsma 1425 - 59 +11.8 +167 ' ~-169
Arkansas 1614 66 +17.0 +237 - 15 .
Florida 2357 97 +27.3 . +486 + 91
Georgia 1791 74 +16.3 +251 -1
Kant ucky 1892 78 +7.4 +660 -160
Louisimna 2050 84 +23.7 +389 + 22
Mississippi 1781 73 +22.8 4321 + 55
North Carolina 2030 83 +17.3 +299 + 6
South Carolina 1747 72 + 3.8 + 62 + 55
Tennessee 1835 75 +23.7 +346 + 23
Virginia 2242 92 + 9.9 +182 +216
West Virginis 2132 88 439.6 T 4585 + 67 .
Southwest
Arizona 2422 99 +46.7 +820 -151
Fev Mexico 2234 92 +14,7 +257 +2
} Oklahoma 2211 91 +30.8 +492 +124
[ . ° Texas 1923 79 +28.0 ) +395 +11
; Rocky Mowntain .
| Colorado 2430 100 +17.7 +357 + 62
| 1daho 1778 73 +11.4 +185- - 33 \
’ . Montana 2595 107 +53.5 +875 + 82
. Utah 1903 78 +17.4 +263 +134
Wyoxing 2448 101 +14.6 43.8 - 56
Yar West ¢
California 2156 89 +20.3 +396 ~190
| Nevada 2034 84 +18.2 +318 - 31
‘} Oregon 3096 127 +30.1 +883 +143
| Washington 2737 112 435.2 4701 + 44
? Alaska 4955 203 +67.8 42062 ~139
} Eavail 2652 109 +55.2 4917 + 7
| o
- ERIC Source: Nstional Education Associstion, Estimates of 1 Statistics, 1974-75,
r

197980, and 1980-81;, snd Economic Report of the Presi

’

ent, February 1982.
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years, but three stand out in im portance. The first is the convergence in fiscal capacity
of sStates (to the mid-1970s for the ACIR tax capgcity measure and to the late 1970s in
per capita personal income) followed by a reversal of that trend in the last few years.
(Developments in the energy-producing States accounted for the earlier divergence in the
tax capacity measure.) In the early part of the decade, the income gap between the
States narrowed as many States with low per capita income - - particularly in the
Southeast ~ - had growth rates exceeding the national average. In the latter part of the
decade, growth rates in this region have not been consistently higher relative to other
parts of the nation. Actual declines occurred in real per capita income in the early 1980s
in more than half the States. On the other hand, above average inc;eases in personal
income have ‘occurred in several high-income States of the Northeast and i}a number of
high-income, energy-producing States. (See Table IV-10.) If the most recent trends
continue, there could be further divergence in fiscal capacity among the States in the

im m ediate future.

Changes in State-local fiscal effort for elementary/secondary education also
contributed somewhat to the recent divergence. A‘fter convergence in State effort
through the late-1970s and stability through 1980, there was a slight increase in variation
between 1979-80 and 1980-81. During the early 1970s, when revenues for
elementary/secondary education as a percent of income declined for the nation, as a
whole, the drop was particularly noticeable in States outside the Southeast. While effort
remained below average in most southern States througho(xt the 1970s, it denerally
moved. closer to the national average because of the sharp decline in effort in States
Outsidé t'.he region. The result was a convergence in tax effort for education. The
divergénce in effort in the most recent period reflects a decline in effort in such low
effort States as California and Alabama. (See Table IV-10.) As with fiscal capacity, a
continuation of these recent trends would produce a further divergence in school tax

effort afnong States in the foreseeable future.

The third factor that has contributed to the divergence in State spending for
education concerns the level and the direction of Federal aid in the period since 1975.
While Federal aid constitutes on average only about. 8 percent of total revenues for
elementary/secondary education, it has tended to act as an equalizer of interstate

spending differences because it was concentrated more heavily on low-income, low-

expenditure States. Changes in the level of Federal aid, however, have partly mitigated
that equalizing im pact. During the late 1970s, Federal aid grew relatively slowly in real
dollars, and has declined since 1979 (while re maining nearly constant in current dollarg).
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The distribution of Federal aid has also shifted during the period from 1975 to
1980. The largest recipients in both 1975 and 1980 tended to be poor, southern States,
but the difference between the South and the rest of the nation, especially the industrial
North, narrowed significantly. Federal aid to several northern States, which had

received relatively little Federal aid in 1975, grew at above average rates, while aid tg) )

southeastern and southwestern States grew more slowly. By 1980, some southern States

had a high percent of Federal aid, but only an average amount of Federal aid per pupil.

l /(See Table IV-11,)

Two factors would appear to explain this development.t First a large proportion of
Federal aid is now accounted for by programs in which the incidence of poverty is not a
factor in the allocation process. The major categorical program, Title I (now Chapter 1
of he Education Consolidation and Improvement Act), constitutes a declining proportion
of/ total Federal education grants-in-aid. Second, there has been a major increase in
Federal aid for education of the handicapped in the late 1970s; that aid tends to flow
more heavily to some States ‘with above average incomes,

Demand and Supply: The Match/Mismatch between Educational Requirements and

Resources t

The ability of States and localities to provide financial resources for
elementary/secondary education in the future is likely to be affected by a mange of
factors. These include ones associated with the demand for schooling and other public
services and those associated with the supply of resources. Several factors weighed
heavily in the assessment of future funding prospects. Great weight was given to fiscal
capacity and effort, because of their impact on past expenditure levels. Much less
weight was given to Federal aid for education because it comprises a small share of
revenues, It was assumed that in the im mediate future Federal aid would continue to
decline in real dollars. Therefore, States that are currently less dependent on Federal
aid would be in a better position to adjust to declines in the Federal contribution to
schooling than States that are more heavily dependent on Federal aid. Other factors that
were given great weight in the assessment of future présﬁects for school spending were
projected increases in school-age children and present expenditure levels.

The strength of potential demand for public elementary/secondary education was
based prim arily on projected changes in the size of the school-age population between
1985 and 2000, with some consideration given to the likely characteristics of pupils and
to parental choice of public or private schooling. States were classified as high-demand
States when the grojected incr_ease in the 5-17 population exceeded 25 percent, or low-
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1980-81, and 1981-82.

’

7 Table Iv-11 "y
share of kducation Revenues from Federal Sourcen, 1974-75 to 1980-81 ‘
LY
Percent Pederal Change in Percent ,
State and Education Aid Yedersl Add !
Region 1974-75 1980-81 1975-80 1980-81
Upited States 7.7% 8.2 +1.1% -0Q.6 2%
Mev England
Counecticut 2.9 5.7 +3.1 -0.3
Maine 7.8 8.8 +1.5 -0.5 ¢
Massachusetts 4.0 7.0 +2.5 +0.5
New Hampshire 2.6 3.2 +2.3 =0.7 «
Thode Island 8.5 5.6 -2.7 -0.2
Verwont 5.8 6.0 +1.7 » -1.5
Mideast
Delaware 8.1 11.4 +45.7 -1.4
District of 18.2 158 =2.4 -0.2
Columbix !
Maryland 6.6 7.5 +1.4 ~0.5
Rev Jersey 5.2 3.6 -1.2 -0.4
New York 4.6 4.8 40.3 -0.1
Pemsylvania 8.5 7.3 -0.3 -0.9
Great Lakes
Illinois 5.4 8.8 +6.0 2.6
Indiana 5.9 5.4 +0.8 -1.3
Michigan 3.4 7.6 +3.7 +0.5
Ohio 5.4 7.2 +1.8 0.0
Wisconsin 4.1 5.6 +0.9 +0.6
Plains
Iowa 5.6 5.9 +1.0 -0.7
Kansas 7.2 6.1 -0.5 -0.6
Mipnesota 4.3 5.5 +1.4 -0.2
Missouri 7.8 8.9 +1.6 -0.5
Nebraska 8.2 7.3 -1.0 +0.1
North Dakota 8.4 7.3 -1.2 +0.1
South Dakota 14.7 * 12.9 -1.2 =0.6
Southeast
Aladbam 17.6 14.4 =5.4 +2.2
Arkansas 16.2 13.9 ~2.6 +0.3
Florida 8.2 10.0 +2.5 -0.7
Georgia 11.9 10.8 0.4 -0.7
Kentucky 14.3 11.7 -2.4 =0.2 *
Louisisna 15.5 11.9 =-1.4 -2.2
Mississippi 22.5 23.4 +0.9 0.0
North Carolina 13.3 13.2 +1.7 -1.8 ,
South Carolina 14.4 13.3 0.0 -1.1 \
Tennessee 10.5 13.0 +2.4 +0.1 .
Virginia 9.9 8.7 -0.7 -0.5
West Virginia 10.9 11.1 -1.2 +1.4
Southwest
Arizona 9.4 10.5 +1.1 0.0
New Mexico 17.2 15.2 -1.6 =0.4 -
Ok Lahoua 11.2 10.8 =0.4 0.0
Texas 10.6 10.0 -0.3 -0.3
Rocky Mountain
Colorado 6.9 6.0 -1.1 +0.1
Idaho 9.7 7.9 0.y -0.9
Montana 8.2 8.4 -0.1 +0.3
Otah 8.0 6.8 -1.1 -0.1
Wyoming 6.9 6.1 -1.0 +0.2
Yar West
Cslifornia 9.3 7.1 +0.1 -2.3
Nevada 5.5 . 1.3 +2.7 -0.9
Oregon 5.7 8.7 +3.7 =0.7 -
Washington 7.8 8.4 +0.6 0.0
Alaska 17.2 12.5 ~4.8 +0.1 °
- * Hawaid 9.0 11.4 +3.5 -1.1
Source: National Hucation Association, Estimates of School Statistics, 1975-76,
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demand States when the projected increase was under 25 percent or negative. States

with different levels of demand also tended to differ systematically with regard to
several factors related to the potential supply of funds. These differences are im portant

because of their consequences for the match or mismatch between educational

require ments and resources.

The n:ajor area of difference between high- and low-demand States is current
levels of expenditure per pupil. (See Tahle IV-12,) Low-demand States currently tend to
have high expenditure levels (110 percent of the national average or above), while high~-

g demand States tend to be low spenders (90 percent of the national average or below). In
the future, States with projected low increases or decreases in demand shc 4 have an
eas,ier time mainta;inim their relatively high per pupil spending levels than high~dem and

Y States will have in raising real spending levels,

A second area of differenc.e is in the fiscal capacity of low-demand and high-
demand States. The low-de mand group tends to be characterized by higher capacity than
high-demand States. Even when adjustments in fiscal capacity are made to reflect the

‘reilenue potential of'States with energy resources, only 62 percent of the high-de mand

*  States have moderate or high fistal capacity compared with 86 percent of low-demand
States. Recent changes in personal income indicate a widening rather than a narrowing

of the gap between States with high and low fiscal capacity, thus suggesting t?hat some
States with high projected demand for education will tontinue to have lower capacity to

support education in the future than low-demand States with currently larger resource

bases.

States with low or high projected demand for education vary in fiscal effort for
;elementary/secopdary education, The low-demand States nearly all have moderate or
hiéh levels of ‘e'ffort, 'vvhiie' on the other hand, high-demand States show no pattern on .
effort. Should_past‘ patterns prevail in the future, low-de mand States would continue to
exert’' at least moderate effdrt for educhtion. High-demand States are likely to be
differendatedleby ;egion, with low effort continuing in the Southeast andfar West, and
higher effort in States outside these regions.

“»

Finally, low-and high-de mand States differ to some degree in t-_he;r dependence on

. Federal aid, with the low-demand States less dependent on E:eéeral aid. If there are ‘
further ‘declines in Federal aid, high-demand States would be likely to face greater

difficulty in the adjL:stment process, particularly those with lower levels of fiscal

-

capacity, - . : °
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Tsble IV-12

Yiscal Charactaristics of States Grouped
by Levals of Growth Projected in the
8chool-Aga Population, 1985-2000

Fiscal Rducation Percent Yederal Current Expenditures
Capacity Effore Education Aid Per ADA
State 1981 1980-81 1980-81 1980-81

(over 35X growth rate)

. Arizona
Colorado
Hawaii
Idaho

- Mississippi

Montana

Nevads

New Hampshire

New Maxico '

North Dskota

Oklahoma .
Oregon

South Dakota

YUY - 1 1-

Er'Er'r'ér‘r‘é:!:!

%

-

»
Lk E NN -]

Texas
. Utah
Wyoning

(25% - 35% growth rate)

»
ﬁm:&m:ru:vwvﬁvum
Hﬁmmﬁxﬁmﬁﬁxmxmrm

:Er‘:!l"E

. Alabama
* ' Alasksa
Arkansas
California
Florida
. Kansas
Kentucky '
Louisiana
Maine
Nebraska
Teunnessee
Vermont
Washington

»

rorEmEEREE Eme
:r‘ml“gmml“ml“mlﬂm

(5-25% growth rate)
(15-252)
Georgl®

\ Iowa
' | Minpesota
South Carolina

[l < S o
*
[a--1--N of

5-152
Indi(um‘—)

Missouri

North Carolina
Virginia

West Virginia
Wisconsin

::t;‘::r'EE

mmERrx Emdk
rmﬁmﬁr' mee e m

%
:El*El*l"l*

(under 5% growth rate or decline)

Connecticut H
Delawvare MH*
D.C. H
Illinois MH
- Maryland H*
Massachusetts M
‘Michigan .4
New Jarsey ;i
‘ - New York M
‘ Ohio M
| Pannsylvania )

E)
r'r‘r'r‘r'Er'Eﬁmn:r'

o
Eﬁxﬁmmm:::_:r_ﬁr'
momEnodrmmme®

Rhode Island M

H « High (1102 or more of the national svarage) ’
) Mi = Moderate to High (105 to 109% of u\tionnl averags)
7. M = Moderate (96 to 104X of nationsl avarage)
LM = Low to Moderate (91 to 95% of natiocnal average) . »
L = Low €902 or more below national aversge) y -
#1980 index of tax capacity is 10 points or more higher than 1980 index of income
Q par capita.

ERIC Source: Derived from Tables IV-1, V-6, IV-11 amd E-1. Cs
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Funding Prospects for The Fifty States
States were classified into three distinct groups(based on the'if funding prfospects.
« {See Map IV-8.) The first group are those where school funding prospects are considered
' %avorable - - those likely to have expenditures at least ten percent above the national
average. These are States which are characterized by several factors that probably will
contribute to education expenditures at levels well above the natidnal average. (See
Table ‘Iv-l3.)- .'I‘h‘e fifteen States identified as having goed prospects are already spending
at high levels. Two-thirds of the State‘s in this group will face a low increase inh demand
for schooling; combined with current high spending levels, they should experi'ence.
' relatively little difficulty in’ ﬁnancing schools. Most are in the Northeast and north
central parts of the country. All but Oregon have moderate or high fiscal capacity as

megsured by per capita personal income or by the ACIR measure of tax capacity.

: ¥
Another group, comprising. seventeen States can be viewed as having «average

funding prospects -; expenditures from 91 to 109 percent of the national average. They
are located m ‘éVery reglon but New England. These States are mote heterogeneous than
the other two groups but States in this group usually have a combination of factors that
- suggest that expenditures will differ from. the average by less than ten percent. Student

demand and educauoﬁal need vary from high to low. Fiscal capacity tends to be

moderate wgile school tax efforts range from low to‘high. Some States have a heavy
reliance or Federal education aid whieh may create f'und:lng problems if further cutbacks
oceur, but for c;thers the Federal éhare is low. The majority of these States currently
- spend in the low to moderate range; some may experience rélative increases in
expenditures in,the future while others may have less than avirage growth.
. In a third group of States fundmg prospects are unfavorable. Nineteen States are
,,antlclpatéd th have -g¢xpenditures ten percent or more below the national aVerage The
States in this group share a number of charactéristics. Wxthout exc,'eptron, thése are
‘States which have had low perybpﬂ expend1tures‘1n recent years, All face moderate to
high enrollm ent growth. Many of these States have a high mc1dence of children with
special educational needs. Fiscal capac1ty, w1t-_h the exception of Nevada and the
energy-rich States of Louisiana, North Daké)ta, and 'I‘eXas, is low. Ten of these 1States
have low or moderartely low education effort, which suggests less commitment to pubhc
schools. One State,. Utah, exerts a very hidh tax effort, but given its anticipated public
- scnool enrdll.ment grow‘th rate - - the highest in the cpuntry - -‘'and its low fiscal
capacity', the State “may fa;c;e school finance problems. Many of the lowest spending
States have't'he .heaviest reliance o Federal aid, which could lead to further funding
{ g?fﬁcult%s with anticipated declines ?n Federal aid. .
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Characteristics of States

Crouped by Punding Prospects 9
Projected ' . ;:jernlf *
Incresse in Student Piscal Education 2 r:t:m Education
Demand Reed, Capacity Effort ucnu s Ixpenditures
Stste 1985-2000 1980 1981 “1980-81 fEBQ-Bf 1980-81

Punding Prospects sre Favorable

* Alasks
Conpecticut
Delaware
D.C.

- Illinois
Maryland
Massachusetts

. Michigan
Minnesota
HRew Jersey
New York
Oreg:z
Rhode Island
Washington
Wisconsin

EE!“N!“!“K!“!“!“!“}"!“!“E
(ol Sol--B--Hol & ol 8- 3 J o
SETSL-T 19119 ) oy
B’!“EB’B’EB’B’B’!!!“E!“B’
R E-N--R--E--N--E-E--R RN R

s

N FPunding Prospects are Avérage .
Arizona
California
Colorsdo
Tlorids
Hawaii

Iowa

Kansas
Missouri
Yoptans
Nebraska

New Mexico
Ohio

Oklahoma
Pennsylvania
Virginis

West Virginia
Wyoming

X m
»
*

»

cxERxxEx Bk
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xrEnE R xR BB xex
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_

rEXXXXNCOXIXCCrme XX
»

EEE!“E!“B’EEEEKGEE
mmgﬁxxmxmr‘xﬁrr‘mr‘m
r-n:ﬁr-n:r-n:r-:xﬁr-r-mn:r-r-m

merox X

»

Punding Prospects Are Unfavorable

Alabama
\\—’ Arkansas
Georgis
Idaho
Indiana -
Kentucky
Louisiana '
Maine
Mississippi .
Revads
New Hsmpshire
Rorth Carolina
. North Dakota
. ,South Carolina.
. v South Dakots
. Tenfiessen
s Texas
Utah
Vermont

-

Xmmere X mimm
»

n:‘r‘r-r‘r‘Er‘r‘r-r-

Y

[alal: BB B - E--Eallal--

r-r-mmmmr-mr-r-mﬁmmr-x:nmm

MMIFEEI*EZE‘!"@!"ZZEEEF‘
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t"!":&!"!"!"al"x'

.
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#States where 1980 index of tax capscity is 10 points or more higher than 1980 index of
fdcome per capita. On tax capscity Montana, Oklshoma and Texss are’iclassified as H,
Louisians, New Mexico and Korth Dakota as MH, and West Virginia as LM. .

" .
Californis's ranking was reduced from MH to M due to the large jJncrease in private
‘ school enrollment. ‘

[

jource: Derived from Tablas IV-4 and IVx12. .
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AL tur ineassion suggests, there is a very high correlation between current
nyp’*nr"ture levels a’xr’ the assessment of funding prospects. There are several reasons
for tMs strong relationship.. One is that past levels of expenditure and education effort

. ~2re a major factor in the assessments. For ‘most States, relative levels of spending an?
. r.ffor('t hiave beon rather stable over the past fifteen'years. ’»lhbere trere have been major
chifts, such as the decline in Vermont and increases in tebraska and Kansas in tie last

ten years, they have often heen Adue to political decisions that are not easy to anticipate,

rather than char.ge¢sin fisecal capac1ty or enro]lments, which are fax: inore predictatle,

' Turthornore, project2d increases in the number of children an¢é current e xpenditure
. ‘tvels ten? to He inversely relate”, In general, the low-expenditure States are projected
“ Lave high increases in school-age children and high-expenditure States to have low
increaces or ceclines. These patterns will tend to reinforce current spencing levels,
Small increases in enrollment will make it easier for Jhigh-spending States to maintain
those levzis, while large increases in low-spending States, many of which are also poor,
91 make it Jifficult for those States to close the gap t:etween them and the national

average. !

Finally, it should be noted that the propqrtion of the nation's school~age children‘in
Ttates with unfavorakle fun?ing prospects is prbjeéted to show a significant, upturn in the
future. If 1930, the ninete::en States that compose the unfavorable category contained
2tout 79 percent of the 5-17 population. By 1999, the proportion will be nearly one-
thir”, en? vy 2000, nearly 35 percent of the “total. Should the four States (California,
“iesouri, Chio, and “est Virginia) which fall on the borderline betwegn average and
, 1favoratle prespects faJ_l hac* below 90 percent o national average spending levels, the
zmpocticn of cchocl-age chiliren in the /;"favoraL:e c?tegory will exceed 50 percent in
1030 ar.’ rise to nearly 53 percent by the year 2000.
caveats chout State Assessments . o

S ,

The assessment »f prospects in a numb=r of States foes not appear tq be consistent
-«

with #hclr current fiscal condition. There are two groups of such States - - those that

are currently [acing severe revenue chortfalls but are considered to have good prospects,

2

- an’ others whose current fjsca.léosition appears to be ctrong, yet are considered to have
T

:n?r‘-g’»* or ponr prc;spects e reascn for the lack of congruence is that ‘present

. enc Lng patternc in these States do not reflect their fiscal condition, In one case, hard-
oresse” mdustrval States plus Oregon and ! ashmgtor have been able to maintain High
oxpendlture levels despite the recession. Cven if telatxve expenditures slip somewhat

(an3 that was.not evident in estimates for the 1981-82 school year) due to cutbacks or
. . 9 .
~62- 5 . ,
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cdeferrals in State ail, they will spend wel) above average. On the other hand, there are
some 5States that have the fiscal capacity to support high levels of'expenditures but have

chosen elther to spend their money on other services¥(California, Nevada, Wyoming) or to

keep all public spending low (Texas). t .

The assessment of some States was particularly difficult. In some cases this was

“ecause they were at or approaching the dividing line between categories, especially that
Setween unfavorable anc¢ ‘average. In other States long-term economic prospects are
prohlematic and that clouds the school funding picture. The States in the first group
were California, :¥aine, Missouri, Ohio, Virginia, and West Virginia.. ViEginiaJand Ohio
nave fluctuated arsund 90 percent of the national average of school expenditures in the
past decale, but expenditures in‘ 1980-81 (and estimates for 1981-82) were above 90
percent. They were therefore ac:essed as having averade prospects. Maine, M issouri and
vest Virginia gradually rose from the low to the high 80s percent of average
expenditures Juring the 1970s. Because of high projected dex‘nandiand low capacity,
‘! aine wae placed. in the unfavorable categoryiin terms’of prospects, but it could move
«nto the average category. M issouri and 'Jest Virginia were e:sesed as having average
rrospects pecause of factors that céuld promote conti.nued upward movement. These‘
include relatively low increases in demand in both States, a court decision. in West
Virginia overturning the present funding system, and approval by the voters in Missouri of
a2 one percent increace in the sales tay with proceeds going to education. California has

clipped belpw '90’percent of national average expenditures as the full impact of

Proposition 13 has become apparent with the exhaustion of the State's revenue surplus. ,

It was assumed, however, that such low expenditures are a temporary phenomenon and

that the State may ‘react by putting sufficient additional revenues into education to pull
the State back above 30 percent of the national average. .

The other group of pr?ble matic States is comprised mainly of those that have bteen
hard hit by the current recession. There is some question about the ability of these

States to recover quickly from its effects. 1In .—,tates such as Ilinois, Michigan, Ohw,

’Oregon, Pennsylvania, an? Washington, where the economies are heavily dependent on

autonohiles, steel, an’ wood products, it is unclear whether jobs that have been lost over
tho past few years w_m be regained or how long it will take for the St:ateé' economies to
adiust to the changes in thesc incustries. However, with the exception of Pennsyl\'rania,
~+here expenditures have been affec'ted by the recession, and 2hio which is not a
“igh-spending State, all the other States have been able to maintain relatively high
e:npenditure levels Juring the recession. It’was assumed that they would continue to be

high-cpending States even if some long-term economic adjustments would be required.

v [
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It was not considered unlikely that real or relative spending levels in some of these

States might decline somewhat from current levels. However, two of the St:at:es,w

. Michigan and Oregon, currently have spending levels so far above the national average

that it is quite unlikely that they would fall ;ufﬁciently to place them in the average
category. Illinois, Ohio, and W ashington are‘ far more likely to slip into a lower category,
because they are only slightly above the cutting points that separate categories.
Pennsylvania, which has already experienced a relative decline in its expenditure levels
and is estimated to fall further in 1981-82, shows evidence of a decreased com mitment
to education, and was thus placed in the average prospects group. It could, however,
remain a high-—expenditute State, particularly since it is projected to have a continued

decline in its school-age population.
4

Prospects for school funding could also be considered uncertain in M assachusetts
because of Proposition 2 1/2. However, the situation in the State is gimilar to that in
Michigan and Oregon. Expenditures are curréntly so far above the national average that
even if expenditures should fall, they should t? main well above average. éte]iminarg
estim ates suggest that expenditures continued to grow faster than the national average
in the first year under Proposition 2 1/2. Declines in the number of students may
account for the cohtinued growth in expenditures despite reducf:ions in 1oca1 revenues due
to 2 1/2.

Final Remarks
LY

A few final observations about the States are in order before profiles that explain
each State's funding proc.pects are presented. In considering the potential resource bases
available to States to finance elementary/secondary education, it should be noted that,
for a \@Eiety of State-specific reasons, some States do not tap both of the major State
revenue sources - - broad-based personal income taxes anq general sales taxes. While

only New Hampshire and Alaska levy neither major tax, another eight States do not.have

an income tax, and three do not use a broad-based sales tax. States without an incdme

tax fall into all three categories in terms of school funding prospects. Two of the States '

without a sales tax fall into the favorable prospects group. In times of economic stress,
States without one of -the major taxes may be particularly hard-pressed to maintain
tevénkue cbllections. In the long term, however, the revenue bases in States with
favoravble prospects shou]é be sufficiently elastic to justify that assessment, since their

fiscal capacity is average or above. £ o
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A number of States face constitutional or statutory limitations on revenue levels or

jrowth rates in revenues at the local or State levels or both. Other States have indexed

.....

theiur State income tax in order to limit increases in revenues that result from- "bracket °

creep” due to inflation. Among the States with indexing provisions in the favorable
prospects grnup are Wisconsin, !Minnesota, and Oregon. Agam,, in the short run, these
constraints on revenue increases may limit a State's ability to provide ﬁnancia;l support
ior schools, but in the long-run, they do not, on Walance, appear to diminish what appear

€

to be favorable funding prospects. ) : >

<
Lnother factor that might affect the availakbility of funds in some States is the

recent trend in the size of the public sector. For a number of these States, real
exper*itures per capita have either declined or grown at a below average rate in the late
1070s owearly 1980s. Should that continue, it could lead to greater competition for funds
atxong all pyblic services., This might be particularly important in States such as Hawaii
an? Colorado, which are projected to have large increases in the number of school-age

children as well as an increase in the proportion of such children.

. o - .
rinally, our assessment of prospects has essentially viewed each State as an

¥

entity. Because education is provided in local districts with much local effort, this
apprzach is not sensitive to i"ariab']{ity in funding prospeclt's within States. In this context
1t is ir portant to note that in only two States withr favorable funding prospects did the
State provide c;ver 50 percunt ¢f tk;e receipts for elementary/¢éecondary education in
zchool year 1980-81 and the rest (excluding Alaska, and the District of Columbia)
provided Jnder 40 percent. For States with unfavorable funding prospects the
proip.ortions were nearly resers d. States that re}y heavily on Jocal revenues for
schooling often have wide variations in interdistrict spending and a strong re],a(tionship
Letween local property \vyealthé and levels of spending. This suggests that witbin the
Ctates with favorable fundinj prospects, there will be school districts where the funding
picture is not as bright as the overall State picture: For o\ne group of districts,tthose
segving lagge cities, the prospects for funding are analyzed in a supplement to this

report.

"
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NEW ENGLAND

Maine

New Hampshire
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“
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.New York
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THE COMPOSITION OF THE REGIONS
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Appendix B

PROJECTIONS OF SCHOOL-AGE POPULATION BY STATE

Projections of population were completed for the School Finance Project in early
1982 by George Masnick and John Pitkin of the MIT/Harvard Joint Center for Urban
Studies. These projections estimated the population by five-year age groups for each

State and Census Region for five-year intervals between 1985 and 2000. They were

based on the 1980 Census of Population. .

Certain key assumpddns <affect the projections for each State. The authors
assum ed that the increase in rates of fertility that began in 1975 will continue to 1985.
Thereafter, fertility levels were held vonstant. Fertﬂi(ty rates were determined for each
State based on the age 5jggribudon of its population. For mortality rates, the national
survivorship probabilities developed by the U.S*. Census for the various age groups were
used in the State projections and modified by the age composition of each Stat:'s
population. AQjustments for the Census undercount of population and for variations in
the m\;_;ration rates of each State were also undertaken. ‘ -

The fertility mum)ptions led to the following estimates for children under 18
throughout the nation: 1) For the 0-4 age group, wmber will rise until 1990 after
w hich a decline will set in because the large cohort: of women born between 1955 and
1960 wi]l be over 30 and beyond their prime reproduct:lve years. They will be followed b}

children of the baby bust generation, i.e., a relatively smaller number of women born

between 1962 and 1975. 2) Por children between 5 and 13, a substantial growtn is
anticipated between 1985 and 1995. This reflects the large cohort of the baby boom
generation moving through their prime reproductive years. '3) Children who will be 14-17
years bet:ween 1985 and 2000 are already born and overall ‘decline during the 1985-90
period reﬂ.ects the im pact of the baby bust generation.

v

Limitations. Assu mptwns about likely de mographic trends for the decade of the 1980s

were determined and these trends were assumed to hold for the 19903 as welL The

" numbers for the 1980s are therefore forecasts and those for the 1990s are extrapolations

of forecasts under the assumptions that nothing will change. The further oyt one goe_s in
the progection period the more unrealistic is the assumption that the demographic
patterns will be constant. variations in migration rates and ﬂuctuatgpns in fertility rates
will introduce errors into the projections. The authors believe that holding fertility
constant after 1985 will undoubtedly prove to be inaccurate. ‘

AN .
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Assumptions for some regions and States appear pafticularly problematic and may
greatly affect the projections. The hpparent' past growth in population in the Rast South

Central Census region stems in part from the reduction of the Census undercaount’

between i970 and 1980. Bowe‘er, the authors did not reduce the projecﬂons‘bo také that
into account because they believe that the inmigration rate to that region will be high
because the 'low wage levels there will attract jobs. It is unclear why thoee low wageé
have not led to such increases in jobs and higher inmigration in the past but should do 80
in tﬁe future. Projections for Mississippi proved to be the most difficult for several
,reasons. Its very high fertility rate was assumed to cont:lnue throughout the period. If
the fertility rate declines, it will have a major impact 'on projections of school~age
population in shat State. The region with the greatest range of error is the Mountain
States where a plus or minus five percent error is acknowledged, with substantially more
error at the State level. In addition, some may view their assumptions abogt changes in
the growth rates for the States in this region as arbitrary: they have slowed the obs_erved

growth rates in Colorado, Arizona and Nevada and bposted the growth rates in ‘all other

States in the region except Wyoming.

<Demographic ttends for New York State were used to model future trends for New
Jersey and -Pennsylvania as well. That could have the effect Of ovérstating the
magnitude of population loss in’New Jersey and Pennsylvania. Por Florida, the
assumption was made that the inmigration rate will be half of what it was in’ t:.he 1970s.
If this assumption proves wrong, then that State"s population projection will be in error.

‘ Population figures for 1980 dPresented in tables in this report represent those from
the 1980 Census. Masnick and Pitkin adjusted these figures for the undercount before
calculating their projections for 1985, 1990, and 2000, Their projections, are not
comparable to the 1980 Census. figures which do not take account of the uridercount.
Therefore, 1980 population should not be compared to the projections for'the later Years,
bécause such a com parison would overstate the amount of growth (or understate‘decline).
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Append ix Table B-1
Projected School-Age Population, 1985-2000

\J

\

(thousmnds)
s;:;;: d 1985 1990 2000
United States 44,880.0 47,259.1 53,026.6
Nev Ingland
Connecticut e 541.8 505.7 507.3
Maine 232.3 245.9 297.9
Massachusetts 980.7 941.3 1,001.5
¥ev Hampshire 1% .8 215,1 287.3
¥hode Island 160.4 156.8 168.3
Vermont 104.7 1n2.7 136.5
Mideast
Delgware 109.7 108.1 104.3
District of 77.0 63.6 48.9
Colunbia s
Maryland 776.0 758.8 749.0
Rev Jersey 1,301.1 ¢ 1,211.8 1,134.2
Hew York 2,9%7.9 2,760.1 2,513.6,
Pemnsylvania 2,047 .2 1,961.6 1,886.8
Great Lakes
Illinois 2,166.6 2,149.6 2,022.8
Indiana 1,121.1 1,156.3 1,179.6
Michigan 1,865.7 1,865.7 1,891.6
Ohio 2,056.3 2,01;.6 1,947.9
Wisconsin 944 .1 998.6 1,062.2
Plains . . )
Iowva $77.5 622.8 667.3
Kansas 468 .1 463.3 $522.7
Mimesota 814.0 872.7 969.3
Missouri 955.7 1,016.0 1,047.9
Nebraska 324.3 363.9 435.1
North Dakota 139.1 ) 160.4 192.6
South Dakota . 149.0 174.9 209.9
Sautheast )
Alabama 855.3 920.2 . 1,092.1
Arkansas | $17.5 $73.1 670.2
Ylorida 1,682 .4 1,834.6 2,164.6
Ceorgia 1,178.3 1,215.8 1,382.0
Kent ucky 809.3 886.9 1,086.3
louisimna 976.5 1,099.5 1,314 1
Mississippi 623.7 - 7172.6 984 .1
North Carolina 1,172.0 1,181.0 1,309.0
South Carolins 679.8 .3 . 809.9
Tennessee 970.0 1,037.9 1,247.3
Virginia 1,029.3 1,000.9 1,149.5
West Virginia 413.5 421.9 .. 435.8
Southwest =
Arizons 604.3 700.0 9% 6.4
Nev Maxico 315.5 3%8.4 463.3
Oklahoms 657.6 150.5 903.1
Texas 3,310.1 X 3,755.5 4,,15.6
Rocky Mowmtain - ’
Colorado $97.0 670.2 870.9
Idsho 250.6 303.2 395.7
‘Montana 173.9 199.8 238.4
Utah v MS.9 585.7 816.3
Wyoming 121.7 158.1 2.5
Yar Vest o ‘ B
California 4,523.3 5,009.2 5,988.4
Nevada 161.7 - 187.3 ' 259.6
Oregon 8753, 679.5 . 898.6
Washington . 852.5 912.0 1,077.4
Alaska 93.0 101.2 118.7
Bawail 199.8 224.5 281.5

Source: Ceorge Mamick and Joln Pitkin, "Cohort of School-Ags Populations for
States end Rsgions,” prepared for ths School Pinance Project-(1982)
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Appendix C

’ ' - .
INDEX OF STUDENT EDUCATIONAL NEED

Three characterist:';cs of the schocl-age population and public. school enrollments
were incorporated into a composite index of a State's educational need. These
characteristics include: 1) the proportion of children age 5-17 in poverty; 2) the percent
of public school enrollment served as handicapped under P.L. 94-142; and 3) t:he percent
of public school enrollment estimated t have limited-proficiency in English. These
factors were given special conaideration gince the provision of reaources for these target
group pogulations has been a concern in geveral pieces of Federal education legialation.

the proportion of chfldren in each State in each of the categories of special
education need was calculated, States were classified as high, medium and low (and no
data in the case of limitea—EngHsh children) on each dimension. On the poverty meksure,
States were ranked high if their school-age poverty counts exceeded 15, 0 percent of the
school-age population; moderate, if the range was from 12.0 to 14.9 percent; and low, if
poverty concentrations were 11.9 percent or below. On the handicapped measure, States
were classified as high, moderate, and low if the incidence of children w,a.s respectively
10,0 percent and above, between 8.0 and 9.9 percent, and below 8.0 percent. Finally, on .
" the measure of limited proficiency in Enqlish, States were classified as high when their
incidence of children exceeded 10.0 percent; moderate,‘between 4.0 an'd 9.9 percent; low,
between 0.5 and 3.9 percent; and non-existent, when data were not avaflable on this
measure. The table that follows shows the range on each of the classifications, the
number ol states in each classification, and the weighting aggigned t:o each classification. -
In developing the index, different weights were assigned to the three types of
special needs children. Poverty was viewed as the most significant factor for a number
of reasons and was assigned a higher score. First, unlike conditions of handicappmg that
| tends to be more evenly distributed across the population, States and ]ocal jm’isdictionsl
exhibit much wider variation in their incidence of poverty. Moreover, the identification
and classification of children in different categories of handicapping may be more a
reflection of State policy decisions and pedagogicai practices than of incidence of need.
Poverty is a oodndition of the student population over which policymakers and '
practitioners have much less control. Finally, the proportion of Pederal funds allocated
for each of the special needs groups is much higher for poverty thal;x for the other student
neéds groups, despite the relative decline in the share of funds in the poverty program

¢
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over time, To the exent that Federal priorities are reflected in budgetary allocations,
disadvantaged children have been the fiajor focus of Federal education policy.

~

Each of the other special needs populations was assigned a score based on probahle
education cost differences in serving them. Because the cost of serving most
handicapped children is generally highef than for “"average" children, higher scores were
given to each category for the handicapped than for the lim ited-English profigient. Por
services for limited-English-proficient children, there is less agreement about the cost of
services, so such children were counted less in the index than either the poverty or the
handicepped clagsification.

The scores ranged from a low of 6 to a high of 14. A total score from 11.5 to 14 on
the mdex classified a State as high need; 8.5 to Il as moderate; and 6 to 8 aslow. These
cuttmg points were established so that one-third (17) of the States were classified in
each categary of composite need. Table IV-4 in t:he text shows that there 1{a high
degree of correspondence between a State's classification on poverty and its aggregate
index of need. This would be anticipated based on the additional weighting given the
poverty factor in the 'index. There are two exceptions to this pattetn -~ ~ Connecticut and
New - Jersey, both in States that 'a're at the margins of Qdifferent categories of
classification. Connecticut is classified as low on poverty, but moderate on the index of
education need because the State ranks high and moderate in its respective incidence of

handicapped and LEP children. New Jersey is similarly moved up a classification from

moderate on poverty to high on its index of educational need, because the State ranks
high on the mc:dence of handicapped children.

L}
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Appendix Table C~1

Classification of States on Educational Need

.

LIMTTED—E(!GLISH

POVERTY HANDTCAPPPED

Range States Weights Range States Weights Range St4tes Weight:
‘ y . |
High o 15.0% 16 3 10.0% 16 - 4 10.02 6 2 f
& & & :
Above Above Above |
. . . o~ ‘
Moderate 12.0- 17 2 8.0 22° 3 4,0- 77 1.5 ‘
14.9% 9.9% 9.9 |
Low . 11.9% 18 1 - 8.0% 14 2 0.5- 30 1
& & 3,9% o |
+ Below Below J % §
. |
|

Non-Existent No data 8 0

Source: See Appendix Table C-2 \ ,
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AN Appendix Table C-2 . 3

Composite Index of Student Educational Need

Percent’ . ’
Percent Limited-
, Percent Children English-
Children Sarved as Proficient Index of Classification

S8tate and in Poverty Bandicapped Children Educationsl on Educational

_Jagion 1980 ¥all 1979 _ Yall 1980 Reed Yeed Index

United States 15.2 9.2 5.8 '

New England .

Comnecticut 11.0 10.5 5.1 8.5 Moderate
Maine ‘ 14.5 10.0 3.1 11 Moderate
Massachusetts 12,7 . 12.4 3.8 11 Moderate
Kew Hampshire .8.3 5.3 3.1 6 Low
Rhode Island 12,7 9.8 4.5 10.5 *Moderate
Verront 11.8 10.3 2.2 8 Low

Mideast
Delmeare 13.9 11.4 2.4 11 Moderate
District of .

Colunbia 25.4 2.5 2.5 12 +High ‘
Maryland 11.6 1.6 2.2 8 Low
New Jersey 13.4 11.0 6.3 11.5 High
‘Rew York 18.1 6.7 ‘14,3 13 High
Pernsylvania 3.6 8.9 - 3.1 10 Moderate

Grast Lakes
Illinois 14.6 10.7 3.9 11 Moderate
Indisna 1p.9 8.5 2.2 7.5 Low
Michigan 12.8 7.7 1.4 9 Moderate
Ohio 12.6 9.3 1.9 10 Moderate
Wisconsin 10.0 © 7.4 . 0.9 6 Low «

Plains - .

Iova 8.9 10.6 1.0 8 Low

Kansas 9.8 8.7 1.8 7 Low

Mimnesota 9.5 10.5 1.2 8 Low

Missouri 14,2 10.9 0.8 11 + Moderate

Nebraska . 10.7 10.4 2.0 8 Low

North Dakota 14.2 7.8 1.8 9 Moderate

South Dakota 18.5 6.9 1.2 12 High )
Southeast -

Alabsza 21.5 9.4 * 12 High

Arkansas 22,2 8.9 * 12 High

Plorida 16.7 8.6 5.9 13.5 Bigh

Georgia 20.3 9.2 1.0 i3 High

Kent ucky 22.3 9.5 * 12 High

Louisiana 23.8 9.9 5.0 14 High

Mississippi 31.3 8.5 | * 12 High

North Carolina 17.4 9.5 * 12 Bigh N

South Carolina 19.3 11.2 * i3 High '

Teunessee 21.3 10.6 Lo 13 High )

* Virginia 13.4 8.5 1.3 10 , Moderate 3
Wast Virginia 17.3 8.5 * 12 High B3

Southwest P
Arizoma 14.2 9.3 15.0 11¢ Moderate .
Rew Haxico 21.2 7.2 25.4 13 High H
Ok lshoma 14.4 10.1 2.6 11 Moderate )
Texas 18.4 8.8 18.0 14 High L

Rocky Mountain be
Colorado 11.0 7.9, 6.3 6.5 Low bi
Idaho 13.3 8.6 2.7 10 Moderate M
Mont ana 12.7 7.8 2.0 9 Moderate -
Utah 9.7 10.5 2.2 8 Low °
Wyoxing 6.8 9.3 2.1 7 Low )

Yar .West R
California 13.8 8.7 14.1 11 Moderate .
Revads 9.3 7.3 3.6 6 Low
Oregon 10.6 8.4 2.1 7 Low
Hashington 10.8 6.7 2.2 6 Low
Alaska 9.6 9.0 6.7 + 7.5 Low
Hawait 11.0 6.2 12.4 7 Low

*Not available.

4

<&

Sources: U.S. Department of Commerce, Buresu 6f the Census, 1980 Census of Population
and Housing, Provisional Estimates of Social, Econonic, sad Housing hY

Characteristics, Report
Department of HEW, Mational Canter for Rducstional Statistics,

ehington,

.c.,

ch Z; U.S.
unpublished

dats; Oxford, Radecca; Pol Louis; Lopes, David; Stupp, Paul; Peng, Samuel;

and Gendell, Muxray.
- ground and Limited Pnglish Proficient Persons

the Jumber of Non-Fnglish Lan,

St rotis

e Back-

Proficient Per in the U.S. to the Year 2000:

m_mm_ﬂm_m.vafgm- Rosslyn, Va. Inter-Amsrica Research
Associates, 1980.-- -/~
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PRIVATE SCHOOL ENROLLMENT TRENDS .
. " . . "\

{

t 0 - .
1
’ /
. Appendix D '
\
\

‘Estim ates of éhanges in pri;ate schodl enrollments by Census and the National \
Center for Educational Statistics (NCES) for the period from 1970-71 to 1980-81 are
consistent in over 80% Of the States, Only in 8 States do estimates differ in the
direction of change. The NCES estimates growth where Census estimates decling in 7
States: Arizopa, K entudky, Louisiana, New Mexico, Texas, West Virginia, and Wyoming, .
The estim ates are reversed for Mississippi.

There are significant differences in the estimates, however, in the magnitude of
the change. NCES estimates lower declines in private school enrollm ents thar‘x Census in
21 States, while the reverse is true ip only four States. In States where private school
\ enrollments grew, NCES estim ates higher growth rates in 14 states, while Census '
estim ates show higher growth ratg inonly 3 States. The accom panying table shows the
States in each pf these categories.

) - 10y :
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Appendix Table D-1

(;ompar'is',on\of Estim ates of Change in Private School Enrollm ents

!

NCES Estimates Show
Lower Decline than
gensus Estim ates

Connecticut

Maine
Massachusetts
New Hampshire
Rhode Island
Maryland

New Jersey

New York
Pennsylvania
Nlinois

Indiana

Michigan

Ohio

Wisconsin

Kansas

Nebraska

North Dakota .
South Dakota .

¢
A

NCES e;stimatgs show
Higher Decline
than Census Estim ates

Ver m ont !

Iowa .
Minnesota
. Missouri

by Census and NCES, 1970-1980

NCES Estimates Show
Increase in Enrollment
C ensus Showg Decline

Kentucky
Louisiana
West Virginia
Arizona

New Mexico
Texas
Wyoming

NCES Estirp ates show
Decrease in Enrollment
Census shows intrease’

v

Missaissippi

N CES Estimates Show
Higher Increase than
Census Estimates-

Delaware
Arkansas
Florida
Georgia
North Carolina
Tennessee
Virginia
Utah
California
Nevada
Oregon

W ashington
Blaska -
Hawaii

-

" NCES Estimates:Show

Lower increase than
Census Estimates

Alabama
South Carolina
Oklahoma

\




Appendix Table D-2
Private gchool Enrollment 1970-1980 .
> Percent Private School Change in Private S8chool Eanrollpents
Enrollment Spring Fall Fall *
State and Spring, 1960 FPall, 1980 1970-80 1970-80  1976-80 -
Region (Census) (NCES) ‘ (Cansus) (NCES) (NCES)
Tnited States 10.72 11.0% -11.4% - 2,27 - 3,4% .
Rev Ingland
Comecticut 13.1 1.4 -21.5 -17.3 - 5.9 .
Maine 5.5 7.4 -10.7 - 9.1 - 5.0
. Massachusetts 11.4 12.1 -43.1 o “29:1 - 7.4
. Nev Hampshire 9.3 11.0 -37.6 -24.9 - 3.2
. Thode Island 15.5 16.8 -31.4 -19.5 - 1.6
Vermont . 6.7 7.3 =~37.6 -37.8 -16.4
Mideast
- Delaware 17.0 19.2 +16.8 +25.6 - 6.5
District of 16.1 17.5 0.0 - 6.2 - 6.2
Columbia
Maryland 12.5 12.5 -12.3 - 7.7 - 9.2
. Kew Jersey 14.3 15.8 -29.3 -11.2 - 3.9
New York 15.3 16.4 -28.4 -22.1 - 9.5
Pemnsylvanis 17.4 17.6 -22.5. -18.9 - 9.3 <
Great Lakas
1llinois 14.5 15.4 -24.1 -19.1 - 4.9
Indisna . 9.4 8.7 -12.5 -7.1 - 5.5
Michigan 8.3 10.4 ~40.9 -19.4 + - 3.3
Ohio 12.8 12.1 -21.8 -16.4 - 2.8
» Wisconain 15.2 16.4 -21.8 -14.9 - 9.3
Plains .
Towa ' 9.7 9.4 -19.2 -22.0 -14.7 o
Kansas 7.2 7.7 -18.2 - 2,0 + 3.1 ~
Mimesota 11.6 10.7 -~16.3 -23.4 - 5.9 -Lﬂ,
Mssouri 13.0 13.4 ~10.4 -22,5 - 2.4 =
Nebraska 11.6 12.4 -26,0 -11.1 - 5.8 g
North ‘Dakota 7.6 8.3 -24.6 -11.0 -17.8 s
. South Dikota 5.4 7.8 -35.0 -10.2 - 6.8 i
Southeast .
Alabara 10.7 7.7 +78.6 +4.9 - 8.5 1 1
' Arkansas 5.1 4.0 +33.3 +54.3 - 4,2 3
Ylorida 11.1 12.0 +35.9 482.3 +1.9 oo
Georgis 8.7 7.3 +83,5 +157.6  + 1.4 i
Kent ucky 9.3 . 9.6 - 8.4 +12.9 -1.9 :
Louisisma 15.6 17.6 - 0.3 7.4+ 2.2 X
Mississippi 11.7 9.5 +60. 8~ -25.5 - 7.4
North Carolina - 5.4 4.9 +33.7 +104.3 - 3.3
South Carolina 8.8 7.4 483.7 +60.0 - 6.3
. Tetmessee 8.6 7.8 ' 465.3 +109.4 - 1.4
Virginia 7.0 7.0 + 3.8 +15.6 + 1.7
Wast Virginia 4.1 3.2 - 6.7 +17.5 - 9.6
Southwest
- Arizona 6.0 7.3 -7.3 +35.2 + 4.1
' "~ Nev Mexico 5.8 6.4 - 1.8 +33.0 +7.1
Oklahore 4.5 . 2.8 +56:8 +30.0 +1.0 °
Texas 5.2 5.0 - 4.9 +23.6 + 4,3
Rocky Mountain R
, ' Colorado 6.1 6.1 -11.4 - 0.6 - 6.3
’ . ¢ Idaho 3.1 2.9 -21.3" - 5.4 + 0.6
. Yout ana 4.5 4.7 ~46.7 -30.1 -12.1
Utah 2.1 “ 1.6 +15.2 +17.5 + 7.8
Wyoming 2.6 3.0 ~16.7 +34.0 -12.4
Par Vert -
Californis 10.6 11.2 +23.7 +52.9 + 9.7
Nevada 5.5 4.3 +95.3 +123.7 +13.0
, Oregon 8.0 5.7 + 6.3 +8.8 + 9.7
" Washington 6.5 6.9 + 1.8 +23.0 + 1.3 .
Alaska 3.0 4.2 + 8.0 +582.2 +16.0 -
Ravaii 17.3 18.4 +50.9 +70.6 + 7.7

4 - , N -
*s: U.S. Departmant of Commerce, 1980 Ceneus of Population and Housing, Provisional p

- Sources ? lafi.-::: of Social, lcono-;.c. snd Pni_g Charsctaristics, States snd Selected 1‘) J l

EMC . - Metropolitan Avess, PEC-80-81~1; and National Center for Education Statistics, |

Tape from Universe of Private School Surveys 1976-81,

O




Appendix E

STATE FISCAL TABLES

-

The following'supplementary fiscal tables are included as resource inform ation for
the report. '
Appendix Table E-1 Personal Income and Fiscal Effort for Education
Appendix Table E-2 Federal Revenues and Current Expenditures for Education,
1980-81 Y .

-
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R Appendix Table E-1 R -
. Pafsonal Income and Fiscal Effort for - .
. . Zlamentary-Secondary Lducation ’ -
. 1981 ’ . -
. ’ s ’ -
’ Rersofial Income Par Capita  Yfdcal Effors for Education
b ) Percant of Parcent of ’
- o Stata and . . .  National ‘ Rational
N Region 1981 ' Average 1981 4 _Average
‘Tnited States $10,517 - 100 4% 100 .
New England
’ Connecticut ' 12,995 124 3.6 i 87 .
Maine 8,655 ‘ 82 c 4.6, . 112
Massachusetts . 11,558 106 4.7 115
Kev Haopshira 10,073 96 4.1 100
Rhode Island 10,466 100 3.8 93
Varszont 8,654 82 4.7 115
Mideast .
Delaware 1 11,279 107 4.3 105
District of , 13,487 128 3.3 80 . - '
Colunbia .
Maryland 11,534 110 4.0 98 .
Nev Jersey 12,115 115 4.5 109 -
New York 11,440 109 4.7 115
Pannsylvania 10,373 99 4.3, 105
Graat Lakas ' ‘ .
. Illinois ° 11,479 109 4,2 102
' Indisna 9,656 92 4,0 99 7
- . Michigan 11,009 . 105 4.7 114 £
Ohio 10,371 99 4.0 97 o] -
Wiscousin ~ 10,056 96 5.1 124 ¢ ‘;'
Plains . . el .
lowa 10,149 97 4.4 107 "
Kansas 5 11,870 103 4.2 102 .1
Monesota 10,747 102 5.4 132 .3
Missourd 9,876 94 3.7 950 i
Nebraska _ 10,296 98 4.2 102 "3
North Dakota‘ 10,525 100 3.7 89 LA
South Dakota . 8,793 84 3.9 95
Southeast , . - , , -
Alabama 8,200 78 3.0 73
Arkansas 8,042 76 3.8 94 .
Florida 10,050 96 3.4 ' 84
‘ Georgia 8,960 g8s. -~ 7 3.9 95 '
¢ Xent ucky 8,455 * 80 4.0 97
Louisima 9,486 . 90 3.6 88
Mississippl ' 7,256 69 3.7 . 80
North Carolina 8,679 83 _ 3.8 93
South Carolina 8,050 77 4.4 107 v
Tannessee 8,604 : 82 3.7 89
Virginia 10,445 99 3.9 ¢ 95
West Virginia 8,334 79 4.6 112
Southwest '
Arizona 9,693 92 | 4.6 112
New Mexico ‘8,654 82 5.1 125
Ok lshoma 10,219 97 4.2 102 .
Texas 10,743 102 4.1 100
Rocky Mowmtain .
Colorsdo 11,142 106 4.6 1
Idaho 8,906 85 4.4 107 -
Yontana 9,676 92 5.2 128
Utah 8,307 79 5.8 143 .
Wyoaudng 11,780 112 4.9 120
Yar West
Californis 12,057 115 3.0 73
Nevada 11,633 11 3.0 73,
Ore gon - 9,991 95 4.9 120
Washington 11,266 107 3.7 90
Alaska 14,190 135 7.3 . 178
Hawail 11,096 106 3.7 %~ 89
3
% ‘
o Sourcas: National Educstion Association, Estimatas of School Statistics, 1981-82 and |
E lC Bureau of Ecopomic Analysis, "Department of Commerce News, my 9, 1982, )
() S
) "80" . O - . |




Appendix Tsble E-2
Indices of '
Faderal Revenues and Current Expenditures
for Rducation 1980-81

Federsl Share of Educstion Current Expenditure Per
Receipts - hupil -
" Percent of Percent of
National : National )
1980-81 Aversge 1980-81 Average w7
) t*i?\d States 8.2% 100 $2,436 100 r
AY
A
Mev England >
Connacficut 5.7 70 2,934 120
t Maine % 8.8 108 2,152 88
} Huuch!‘!qctt- 7.0 86 3,186 131
Nev Hampshire 4.2 51 . 1,985 82
. Thode Islsnd 5.6 68, ) 2,933 120
Vermont 6.0 73 1,969 81
Mideast
. Delsware 1.4 140 3,117 128
. District of 15.8 191 . 3,277 135
Columbia
sMarylend 7.5 2 2,673 110
Nev Jersey 3.6 44 3,369 138
New York 4.8 59 3,577 147
Pennsylvanis 7.3 90 2,645 111
. Great Lakes .
Illinois 8.8 108 2,732 112
Indisna 5.4 66 2,092 . 86
Michigan 7.6 94 2,958 121 .
Ohio 7.2 88 2,261 93
Wisconsin 5.6 69 2,670 110
Plains ! .
Iowa . 5.9 72 2,681 110
Kansas 6.1 75 2,606 107 P
Mimesota 5.5 67 2,857 117 ol |
- Missouri - 8.9 109 2,108 87 g’w’@ .
Rebraska 7.3 89 2,358 97 |
North Dakots 7.3 90 1,934 79 C A
South Dakota 12.9 *158 1,760 72 N
Southeast . N \
Alabama 14.4 137 1,425 59 '
‘ . Arkansas 13.9 170 1,614 66 .
~ Plorids © 10.0 122 2,357 97 L3
Georgia . 10.8 ‘132 1,791 74 . P
Kent ucky 11.7 143 1,892 78 o
Louisiana 11.9 146 2,052 . 84 i
Mississippi 23.4 286 . 1,781 73 . N
North Carolina 13.2 161 2,034 83 -7
South Carolina 13.3 163 1,747 72
Ternessee 13.0 159 1,835 75 .
Virginis s 106 2,242 % 92
West Virginia -7 11,1 135 2,132 88 3
Sauthwest .
Arizona < 10.5 129 2,422 99
Naw Mexico 15.2 186 2,234 92
Oklshoma ) . 10.8 133 2,211 91
Texas 10.0 122 1,923 79
Rocky Mguntain .
6rado 6.0 < 74 2,430 100
daho ~ 7.9 <97 1,778 73 .
Yontana 8.4 103 2,595 107
Otsh 6.8 84 1,903 78
Wyoming T 6.1 74 2,448 101 |
Yar Wast |
California 7.1 87 2,156 89 o
Nevada 7.3 ¢ 90 2,034 84 |
Oregon 8.7 107 * 3,096 127 \
Washington 8.4 103 2,737 112
Alaska 12.5 154 4,955 203 :
Bawvaii 11.4 - 140 » 2,652 109
13

Source: National Education Associstion, Estimates of Sehool Statistics, 198182,

-ERIC T ; N | g 10

- 81~
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Appendix F

-

ECONOMETRIC PROJECTIONS OF STATE CURRENT EXPENDITURE PER
- )

PUPIL TO 1990 ;

Jerry Miner and Seymour Sacks

Syracuse University

~ . -

Basic Approach

-

The' method for. preparing‘ the projections involves: (1) statistically

estimating behavioral equations from pooled data for the years 1977-78,

1978-79, and 1979-80; (2) prgjecting the §alues of relevant 1ndepéhdent
variables to 1989-90; (3) calculating alternative sets of‘values for Federal
aid to States and localities in 1989-80, (4) applying the projected or
calculated values of appropriate independent variables ((2) and (3) .above) to
the behavioral coefficlents derived from the statistical estimation (1).

The approach to projecting expenditu%es U‘;}QQO uses only a single ’
equation for per pupil expenditures. Responsg coefficients ﬁor variables’
based on 'the pooled equations. from 1977-78 to 1979-80 were used. An

wm:zgpﬁﬁation of the period prior to 19?7 reveals that most relationships are

.
o -

. essgentially the same throughout the decade. One impoftant finding; however,
is that responsiveness of State school spending to’Federal aid appears to have

been substanfially greater in the more recent period. . .o

-~

The projections of economic and. demographic variables are derived from
the best information presently available. Population projections are from the
MIT-Harvard Joint Center study commissioned by the School Finance‘Project: ’ "o
Enrollment projections are derived from these population projections by“
| assumiqg enrollment changes to be proportionate to changes in the population
| in the relevant age groups. Income ?Pd composition of production are-onm the
" Bureau of Economic Analysis (BEA) préjections. Projeéted income is adjusted

to be.consistent with 1980 BEA 1ncoﬁe data. That is, préjedted increases in
incomé:in 1985 and 1990 are calibrated in relation to actual income in 1980. =~

~82- N SR *

‘ o 1u'¢
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No changes in the relative, index of instructional salaries among the

States are projected. We assume that the observed differeq&ials among States

in 1980 will prevail in 1990.

Three alternative assumptions regarding Federal aid are used in, the
projections of expend&tures. One assuymes the 1980 real level of Federal
grants. Another is a revised set of estimates of the cugégnt administration's

budget proposals. These are based essentially on the OMB's’ Major Themes and

Additional Budget Details, Fiscal Year 1983. The reductions described'there

and information from the Catalog of Domestic Assistance, Special Analysis H on

Federal Aid to States and Local Governments of the Special Analyses, Budget of
[ 4

the U.S. Government, and data provided to us by the U.S. Departments of
Education and Agriculture, were used to estimate the proportionaté decrease of
the nominal magnitudes of the Feaeral aid Yariables used in our regression
equation. Then, we apply the administration's estimated inflation rates’ to °
conve;t the nominal declines into real deq}ines comparable with the 1980
levels of aid. The OMB report does not extend its profectiohé to 1990.
Generally, éor 1990 we have assumed that Federal aid will remain constant in
real magnitudes at the level it would reach as of the latest.date for which a

' 4
proposed figure appears in the volume.

~ [N
v

A third projection of Federal aid takes a position essentially mid-way
between the 1980 levels and the Administration proposals. Here in what might
be called a "moderate” estimate we assume that only one-half of the nominal

’ ’
reductions proposed by the Administration will ogcur.

The following schedule shows the proportions of Pederal grénts in 1980
assumed to be in effect in 1985 and 1990 according to the two alternative

assumptiong regarding declines in grants.

B ‘ 10,
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) , 1985/1980* - 1990/1980+*
Federal School Grants Admin. Moderate Admin. Moderate
ESEA .40 .55 .40 .55

. Handicapped Aiqd .56 .64 .56 .64

- Vocational Aid .46 .59 .46 .59 co

Food Aid ; .72 .84 .85 . .99

) Impact Aid .33 .46 .33 .45
Federal Nonschool Grants _ .
State General Revenue Sharing 0 0 .0 0
Local General Revenue Sharing .71 .71 .71 .71

* Assumes an inflation rate of 30 percent between 1980 and 1985

’Intergovernmental grants in 1985 or 1990 will differ from those in 1980 °
not only in the total amounts for various types of grants but also in grant
distributions among States. We have attempted to adjust for such influences
for ESEA and Impact Aid, but not for vocational and haqdic;pped aid. BESEA is
distributed among States on the basis of the number of childreq in poverty and
State per pupil expenditure. =~ In our estimates of ESEA by State for 1985 and -
1990 we adjust the distribution so that it reflects 1980 Census measures of
children in poverty. We do not attempt, however, to adjust future ESﬁA
distributions for the effects of changing State per pupil expenditures.
Impact aid in the administration projections‘for 1985 and 1990 is adjusted on .
the basis of estimates of State by State 'distributions under the Reagan
proposals made by the U.S. Department of Education. In the moderate,
pro;ectlons,,lmpact A1d is estimated from fiscal 1982k3ctua1 distributions

which do not fully 1ncorporate proposed changes. . .

Both handicapped and vocational aid are ' distributed among States
according to formulas. Population, income and State programs are involved in
these allocations. We make no effort to estimate changes in these factors and
simply apply a common factor of reduction to the amount distributed to each
State in 1980. -

Projecting School Expenditures to 1990
) \

1. The equat1on used to derive the response coefficients for the -

.

projectlons is pooled cross-section time-series weighted multiple

regression. The period encompassed is 1977-78 to 1979-80 and the weights are

enrollments. Twelve independent variables are used to estimate current - .

Q N -84~ .
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4 ) .
expenditures per enrolled pupil. The equation, presented in Appendix Table

F-1, accounts for 91 percent of the variance in State per pupil expenditures

Y
over the three year period.

v

2, The independent variables include measures that reflect variatiggs in
ability to pay, spatial tax shifting capacity, school costs and needsf local
government structure, and Federél aid. All variables are statistic&lly
sighificant and have the expected signs: per capita income is positive as are
shares of state personal income that represent a potentially expo;table tax
hase ,(mining,. manufécturing, and wholesale trade). Two factors associated
with higher school costs, an indéx of teacher salaries and the proportion of
pupils at secondary level, ;re positively agsbciated with expenditures. The
ratio of public school pupils per capita, a measure of school fisdal burdens
bear the expected negative sign as regards expeﬂhitﬁres per pupil. Enrollment
size also has a negative effect, while annual percent change in enrollment is
positive. Greater reliance on StaEe over local sources of. revenues for

schools has a negative effect on total school spending.
4

Finally, the Federal aid variables both ‘for the education programs
specified onzthe previous page and for revenue sharing are assogiated with
increases in school spending. A dollar of Federal school aid per pupil
increases spending per pupil by approximately a dollar and a half. Federal
school aid then, is somewhat stimulative. State and local ‘general revenue
sharing, however, proves highly stimulative. A dollar of such aid per capita
is associated with an additional $13 of school expenditure petr pupil. Average
per capita State and local revenue sharing in 1980 amounted to $30. This
small amount is, in itself, not 1likely to have a great impact on ‘school
spending. More likely it is the association of variations in revenue sharing
with variations in State/local tax efforts which explains this effeq}._ Per
capita revenue sharing is higher if State/local spending effort is greater so
there probably is a positive association between per pupil school expsenditures
and the amount of revenue sharing per\capita. Thistwill lend-an upward bias
.to the regression coefficient for revenue sharing. . So long, however, as the
revenue sharing formula operates this way, the relation of school expenditures
to revenue sharing will persist and the estimated coefficient will indiééie

the effect of revenue sharing.

-85~ !
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3. The cdgff.:ients are derived from a regression éeighted by
enrollments., This has the effect of giving more inflience in'determining
coefficients to States containing more pupils. The consequence is that the
equation will better eiplain the determinants of expenditures for more pupils,
since it gives additional weight to the States with greater numbers of pupils
in the estimation of the coefficients. See Appendix Tables F-1 and F-2 for a

preliminary model of expenditure determinants and the average unweighted value

" of selected variables. ¥ »

4. The actual profections are made by applying the.coefficients from the
equation to projected values of the independent variables for 1990. As
described above, 1990 values. for per capita income and the shares of mining,
manuaf acturing and wholesaling cqgme from BEA projections. Enrollm;nts and
enrollment ratios for 1990 are calculated on the basis of the Harvard-MIT
Joint Center projections. The 1990 index of teacher salaries is the samé as

1980; we assume relative teacher salaries among States to be unchanged.

Three. different projections all use the same values of independent
variables for 1990 except for Federal aid. Results of the three alternative
projections of Federal aid are shown separately. As mentioned above, one
assumes constant 1980 levels of Pederal aid; the second projects moderate aid
.reduction along the 1lines .of 'current proposals, but with less stringent
cutbacks than in the Administration's originaf fiscal year 1983 proposals; the
thir? set proiects 1990 TFeleral aid levels as 'c]osely as possible to the
reductions contrired in the 1'R3 Administration proposals. These two latter

projections incorporate substantial reductions in revenue sharing funds.

The projections have been adjusted by the ratio of 1980 actual to 1980
estimated expenditures. This approach adjusts ' the 1990 projection of
individual States by the proportionate error for the State in its 1980

estimate, based on the estimating equation.

.
. %

1. As indicated above, projections of current education expenditures by
States for 1990 are obtained for three alternative assumptions regarding

Federal aid. See Appendix Table F-3. Also, for each assumption we estimate

-86-
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Appendix Table F-|

Feconometric Projections of Education Expenditures
Preliminary Model \

DEP VARLABLE: EXTOP = Current Expenditures Per Enrolled Pupil
. ) ”
) SUM OF MEAN , . /
SOURCE DF SQUARES SQUARE F VALUE PROB>F _
MODE L 12 20695906089% 17246568840 128, 662 00001 “ )
ERROR 137 1895351603 13834683
C TOTAL 149 22591257 8 .. -
ROOT MSE 3719500 R—-SQUARE 0 9t 61 - L
OEP MEAN 1866.685 ADJ R-SOQO 09088
Ce Ve 1994 257 ‘
’ ~
v . &
PARAMGTER STANDARD T FOR MO:? VARIABLE
VARIABLE ©OF ESTIMATE ERROR PARAMETER=0 PROB > {T| LABEL
INTERCEP | -2353.289 439,157 -%6 359 00001 [INTERCEPT
1C631 1 0.101097 0.01880T71 5357 00001 PERCAPITA PERSOMAL [INCOME,
Pl 340 | 553 832 650396477 BeA09 0.0001 INDEX [NSTe STAFF SAL,
PRGAL ! 12.384382 4.,14885% 20 985 00034 PERCENT MINE PRIV PROO
PR6A2 1 S5+ 486926 1 697571 . 3232 - 00015 PERCENT WANU PRIV PROD
PR64 A 1 31097228 9¢52005% 3. 266 0.0014 PERCENT WHOLESALE, TRADE
ERS 000 1 260174521 . ‘9050k032 2771 00 0064 PCT CHANGE IN ENROLLQENT N
ER502 1 53720444 9105004 5849 00001 .PERCENT MIGMHM .SCHOOL CNROLLNENT
ERSOT 1 ~-2%5. 740834 100627231 ~2¢423 00167 ENROLLMENT RATIO
FATTOC 1 13737775 33319060 4,123 00001 PER CAPLITA S/L REV SHARE -
SRB5t 1 -8 734064 1103494 -4 4290 0.0001 ST SHARE OF S/L REV FOR LNC SCH
FATTIP 1 1493830 00359432 40156 040001 S/L FED A$D FOR LOCAL SCHODL
ER%00 1 ~00037109 0.011108 -3¢ 341 0.0911 TOTAL \PU!!IJC FALL "ENROLLMENTS
4
|
|
.’ ;
< . J 115 1
112 ’
&
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Appendix Table F-2 T .

~

Average Unweighted values of Selected Variables

1980 1990
Variables Actual Estimated

IQ631 - Per Capita Personal Income $91 " ’ $12170
PR641 - Percent Mine Priv. Prod. 3.5 3.5
PR642 - gircnet Manu. Priv. Prod. 28.1 27.4
PR644 - Percent Wholesale Trade 7.8 7.2
ER500D - Percent Change in Enrollment -2,2 0
ER502 - Percent High School Enrollment 32.9 30.4
ER507 - Enrollment Ratio 18.9 17.1
ER500 A\Enrollment (in thousands) —— 829 828

1990 Estimates

1980 Estimated Moderate Extreme
Federal Aid Actual 1980 Levels Level Level
) 770 - Revenue Sharing per
Capita $ 30.5 $ 30.4 $ 12.4 $ 12.4
771 - School Aid per Pupil 188.0 186.1 121.9 93.9
LY
\
N
t
v g s ‘
%) 6
{, 1
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Appendix Table !% 3
H

Preliminary Econometric Projecf.iﬁ.onl of Current
Zxpenditures Per Pupil by Skate in 1990
EE

:

%2
Egt imates7Based On

ks %

v

jtate and Based on Federal Moderate f uc tion Proposed Reagan Budget
Region Aid at 1980 Levels In Pedersl Aid Rednction'L1983
United States ¢ $2,312 51,9 $1,95q
New England 3
Connecticut 2,523 2,314 ¢ 2,272
Maine 2,000 1,655 . 1,618
Massachusetts 2,885 2,592 2,541
Few Hampshire 2,006 1,748 5= 1,723
Bhode Island 2,653 2,395 2,349
Verront 2,230 1,763 1,720
Mideast
Delavare 2,942 2,541 2,481
District of 0 0 0
Columbia
Maryland 2,589 2,21 2,229
New Jersey 3,243 2,966 ¥z 2,906
New York 3,291 2,945 3 2,873
Permsylvania 2,69% ¢ 2,449 3 2,401
Great Lakes g
Illinois 2,561 2,296 2,255
Indiana 1,978 1,757 % 1,731
Michigan 2,870 2,571 e © 2,533
Ohio 2,297 2,077 i%% 2,039
Wisconsin 2,360 2,051 iﬁi 2,020
Plains £
Iova 2,255 1,960 1,930
Kansas 2,060 1,774 1,744
Mimmesota 2,422 2,093 2,062
Missouri 1,896 1,654 1,621
. Nebraska 2,153 1,837 1,802
North Dakota 1,977 1,636
South Dakota 1,690 1,318
Southeast
Alabame 1,829 1,49
Arkansas 1,720 1,349
Florida 2,022 1,739
Georgia 1,792 1,517
Kent ucky 2,069 1’,729
Louisiana 1,838 1,483
Migsissippi 1, 621 1,107
North Carolina 2,055 1,737 )
South Carolina 1,855 1,513 o
Tennessee . 1,856 . 1,538
Virginia 2,193 1,898
West Virginia 2,264 1,920
Southwest
Arizona .o 2,104 1,727
" Rew Mexico 1,982 1,528
Oklshoma 2,007 1,681
Texas 1,996 4 1,674
Rocky Mountain
Colorado 2,535 2,201
Idaho ' 1,776 1,381
Mont ana @ 2,513 2,025
Utah 1,543 1,167
Wyoming 2,527 2,150
Far West
California 2,348 1,973
Nevada 1,955 1,680
Oregon 2,583 2,182
Washington 2,663 2,397
Alaska 4,634 3,612
Bavail 2,206 1,817

Source: Jerry Miner and Seymour Sacks, Econometric Study of School Finance and
School Pinance Project Staff.

S~

’
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an adjusted projection which applies a correction to the 1990 estimate based
on the ratid of the 1980 estimate to the 1980 actual expenditure. These

projected mean expenditures are as follows:

n

Weighted ' Unweighted
Exgenditgres Expenditures
"+ 1980 Actual . $2090 $2037
4 \ :
Adjusted
1990 - 1980 Aid Levels 2312 2281
1990 - Moderate Reductions 19694 1938
1990 - Extremé Reductions 1951 1896

2, Applicatfon of the assumption that Federal aid in 1990 remains at the
real 1980 levels yields a predicted value for th; weighted average expénditure
per pupji in 1990 of 10.6 percent ahove the 1980 figure. This increase is
largely attributable to projected increases in per capita incomes and in
non-agricultural shares of income. States whose incomes were projected to
grow more rapifily show marked increases in the dollar amount of 1990 projecéeé
expenditure over 1980 spending (e.g., Alaska). States with low 1980
expenditures and above average projected growth‘ experience the highest

projected proportionate increase in spending (e.g., Arkansas).

3. The projected decline in expenditures for 1990 is more pronounced for
either the moderate or extreme reductions in Federal aid than when i9§0
Federal aid levels are held constant. The large decline between the 1980
levels and the other assumed reductions levels stems from a reducfiod in
Federal revenue sharing. This projected reduction would account for close to
half of the decline in projected per pupil expenditures.when weighted moderate
reductions are assumed. The difference bhetween the projected moderate
reductions and.extreme reductions stem only from declines in Federal edusation

aid. Moderate reductions result in weighted average projections of. 4.6

-90-
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percent below 1980 actual expenditures. pThey are 13.8 percent below the 1990
projections based on constant 1980 Federal aid levels. The results with the

extreme reductions, of course, produce even lower projections. The average

projected expenditure in 1996 is an additional 2.2 percent below the moderate

results. The most severe reductions are concentrated among the States which

presently receive substantial amounts of per pupil or per capita Federal aid
and are scheduled to have these reduced under Federal cutbacks. Such states
include wealthy Alaska, but also poor"Mississippi. and Utah, both loosing

important aid under the abrogation of State revenue sharing.

Econometrjc Projections of Expenditures and ‘State Punding Prospects 4

A comparison of projected State expenditures levels for public school in
1990 based on the econometric model with State funding prospects estimated by
the School Finance Préﬁect shows that estimates were similar in 39 of the 50!
States when States were ranked as hgying ‘high, medium or low expenditure
proséects. See Appendix' Table ‘F-4. Differences ig estimates{ fo;, the
remaining States probably stem in.part from,diffetenc5§|in some of the data
that were utilized in the two sets of estimates and the importance attached to
indi;idual variables. Data incorporatgg into the model and not utilized by

the School Finance Project were primarily Bureau of Economic Analysis

projections of State income, and composition of production.
loomed in the

This last item tended to capture revenue effort to which it is

Federal revenue sharing more important econometric

projections.
tied as well as the impact of revenue sharing funds on school expenditures.
The School Finance Project relied heavily on fiscal data for the period

1972-1981 as well as its own assessments of the direction in which State

economies were moving. Inevitably, some differences 1in estimates for
individual States were bound to appear.
-9}~
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Appendix Table F-4

Econometric Projections of School Expenditurss by St’to 1n 1990 Compared with School
Yinsnce Project’'s Estimates of School Funding Prospects

«

Econometric Projection Based on —_

. \

* School Pinance

State and Real 1980 Aid Moderate Decline ' Project
Region Levels in 1990 in Federal Aid Estinate

United States

Rew England
Connecticut
Maine
Massachusetts
Kev Hampshire
Khode Island
Versont

Mideast -
Delsware
District of .

Columbia
Maryland
Rew Jersey
Rew York
Pennsylvania

Great Lakes
Illinois
Indisna
Michigan
Ohio
Wisconsin

Plains
Iowa
Kansas
Minmnesota
Missouri
Nebraska
North Dakota
South Dakota

Southeast

Alabsma

Arkansas

Plorida

Georgia

Kentucky

Louisimma

Mississippi

Horth Carolina

South Carolina

Tennessee

Virginia

West Virginia

Southwest
Arizona
Naw Mexico
Ok 1ahoma
Texas

Rocky Mountain
Colorado
I1daho
Montana
Utah
Wyoxing

Far West ‘)
California
Nevada
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Source: Jerry Miner and Seymour 8-\(:lu, Zconometric Study of School Finance and
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Appendix G
7

METHODOLOGY FOR CONSTRUCTING ESTIMATES OF ADEQUATE
INSTRUCTIONAL EXPENDITURES PER PUPIL FOR STATES

Jerry Miner and Seymour Sacks
y Syracuse University

A

o -
W

Introduction v
Conceptuallzat1on of the notion of adequate educatlon has taken many
forms. 1In terms of operafrenal measures, adequacy can be treated in terms of

inputs, expenditures, act1v1t1es, test scores and other achievement measures, .
and‘postschool‘odtcomes, including life-time earninge. Here the goal is to
eétimate the ‘level of expenditure pesk student’ which would be required to
prov1de an adequate level of schoollng in each State. Estimates of required
adequate spending could be compared with actual expenditure to indicate the =
extent to which particular States spend adequately to meet their school
deeds. Further, using projection methods, future expenditure needed to
maintain adequate schooling by a State can be compared with. projections of
‘school expenditures in that State. All of th%s, however, requires a method of

assesging adequate expenditures per pupil by State. '

Because of the impossibility of an entirely objective standard of
adequacy, the national average per pupii expenditure is coensidered as
constituting an adequate 1level of spending. This  level, however, is
interpreted here to allow fqr State-by-State variations in the cbstsvof inputs
and is applied not directly+«to the total of school spending but rather to the
various major categorfes of'school spending: instruction: plant operation -
and maintenance; transportation; food; attendance, health and other; and fixed
charges. The basic strategy, then, is to determine. for each spending category *
for each State the'required quantity of inputs per pupil (based on national
averages) and the unit costs of inputs (based on actual input costs for a ©

State), Fnd to estimate expenditures per pupil needed for adequate schooling

as the product of these two elements.

The major categories of school spending mentioned above are those
presented in official U.S. statistics on schopl spending. They comprise

'curré‘f expenditures for public elementary and secondary day schools. Capital

outlays, interest payments, and debt principal repayment do not lend
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themselvrs to the mode of estimation described &bove. They represent

expenditures &%fiat do not reflect provision of current services to pupils but
.

rather are a oondequence of past decisions or decisions regarding future

needs. There i% no reasonable way to apply national norms to determine an

.awerage need for interest and debt repayment or even for capital outlay.

Consequently these items are, excluded from ‘the analysis.

General Approach . : ' R

3

- As mentioned above, school spending is disaggregated by purpose or
category. Instruction is the largest category, comprising?some sixty-one
percent of current spending in 1980. The complete set of categories and their

relative shares in total current expenditure for 1980 is given in Table G-1.
»

Within each category spending is further divided into components. For
the most part these breakdowﬁg of total expenditure within a category separate
personnel ~outla§s from expenditures for materials and supplies. The
compontents used here are based, by and large, on those found in official U.S.
Government statistics on school sbending published up to 1976. Since then
while spending continues to be broken down by broad category, data for the
components of the categories are no longer collected and published by the

Federal government. .
~ ©
The basic strategy is to consider that the quantity of any input, whether

personnel or material, required to provide an adequate amount per pupil is

_equal to the U.S. average per pupil amount, and hence .is the same for each

State. The unit cost of this input, however, is taken to be its actual cost

in a particuiar State, and this cost may vary from State to State.

Consequently, the expenditure required for adequacy can vary among States.
Further, as will be explained below, while the adequate quantity of input per
pupil is defined to be equal to the U.S. average, all pupils are not
considered the same. Adequate input per pupil can vary across States due to
variations in such factors as pupils' need) for traﬁsportation and poverty
status. However, input requirements for pupils of similar characteristics are

uniform across States and are set at the level of the national average.

. &
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3 : .
1979- 80 Composition of US Current Expenditure for Elementary and Secondary

Education,by Category

L

7

Category . Percent of Total C .
Instruction . 61.2 °
Plant Operation and Maintenance 11.2
Fixed Charges 13.6
Administration 4.9
Transportation 4.4
Food* 3.6
Attendance, Health, & Other 1.1

0.0

. ’ 100.

EIE ) v

* 1979-80 Statistics combine expenditures for Food with Attendance
. Health, and other. We used 1975-6 data to find the contribution of each

subcategory to the combined total and applied this distribution to the 79-80
statistics.

-95- 12,




! Essentially then the ‘method consists of:

-

1. decomposing. each broad category of sshool spending (e.g. instruction) into
exhaustive anhd mutually exclusive components (e.qg. instructional staff,

#non-instructional staff,bbooks,,supplies, and othér);

- AN determinin& for each component the average quantity of input provided for

v

'
.

- the U.S. (no variation among States);
v , -

o @

3. for each component estimating for each State its relative cost per unit of

-

input;
)
- 4., multiplying the U.S. average input per pupil by the input cost‘per State

to get the expenditure per State required for adequacy for each component;
» “ %

[}
5. summing the components (using weights based on the importance of the

component) to get the required expenditure for the broad category;

L]
s

6. Finally, summing eqph category (using weights based on the relative share
of the category) to get the total required expenditure per pupil ‘for

’ adequacy as we have defined it.

kc
The following section describes how estimates of adequate instructional

expenditures were derived based on salary data af four States.

Calculation of Adequate Instructional Costs

Average instructional expenditute' in 1980 amounted gg‘$1281 per pupil. Based
on some modification of data for the most recent year for which they are

Aavailable, 1975-76, this total was composed of:

'

]

Instructional staff 76.8%
Non-instructional staff 5.7
¢ Books, suppliés, and other 17.5

100%




s

Estimating adequate instructional staff expenditures per pupil requires a
complex.p&ocedure. A relatively simple approach would be to use the U.S.
avérage number of instructional staff per pupil as the adequate input quantity
and multiply this by the avérage staff sa}ary for a paﬂticular State. We
recognize, however, that étaffing ratios, both of classroom teachers and other
staff, are higher in secondary schools as are instructional salaries. ‘Since
secondary enrollment varies from 29 to 37 percent of ébtal enrollment among
states, we decided to take_account of this source of variation in determining
adequate instructional spending by_sxiiéﬁ The relevant U.S. average ratios of
instructional staff to pupils are: . \

4

Elementary Secondary

non-CRT instructional staffy ratio 1/323 1/75 ’
(.0031) (.013)

CRT staffing ratio (no. CRTS/enrollment) 1/23 1/14
(.043) (.073)

CRT .salary ‘ $15,507 - $16,433

instructional staff expenditure per pupil $740 $1,494

(CRT = classroom teacher) ‘ .
The calculation of adequate instructional staff expenditures, then, ,5 done
separately for elementary and secondary pupils and a weighted average taken to
get the total. Further, instructional staff is separated into classroom
teachers and non-classroom teacher staff. Table G-2 shows the calculation of
adequate instructional staff expenditure. Columns 1 and 3 contain the average
salary’EEY the appropriate staff which varies by State and columns 2 and 4
show the product of multiplying tﬁese salaries by the appropriate U.S. average
stgffing ratio., Column S5 is the sum of columns 2 and 4 and‘is then multipligd
by the appropriate share of elementary or secondary enrollment toﬂget column
7, which is adequate instructional staff spending per elementary or secondary
pupil. The sunpjff elementary and secondary give# the total adequéte

instructional staff/expenditures. -

For personnel other than instructional staff we have no data on numbers
of employees and hence cannot formulate a national average staffing ratio.

Instead, we use the U.S. average share of instructional expenditures devoted

\




Adequate Instructional Staff Exvenditures

Instructional staff expenditures, elementary student:
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N 19,700 847 24,756 77 924 .64 591
AR 12,090 ] 520 16,368 51 - 571 .69 394 . s
wa 18,438 © 793 ' 25,342 79 ° 872 .67 584
X 13,802 593 ) 19,146 59 652 .70 456
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Instructional staff expenditures secondary student:
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TS $16,433 $1,200 $22,644 $294 $1,49 .33 " $493
NY 19,900 1,453 24,756 322 1,775 36 639
" AR 12,750 931 16,368 213 1,144 .31 355
Wi 19,311 1,410 25,342 329 1,739 .33 , 574 .
¢ TX 14,536 1,061 19,146 249 1,310 .30 393
. CRT = (Classroom teacher
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to non-instructional personnel (5.7%) as the ‘uniform national standard. The
average monfhly earnings of State and local publié school non-instructional
employees is the best proxy we could find for the unit costs of
non-instructional personnel employed by local schoPIS. To estimate the amount

per pupil which each State would have to spend to provide this common standard

of non—instruct&onal personnel we apply an index of these earnings to the 5.7

percent share. Table G-3, columns 1, 2, and 3 show the calculation. Applying
an index of salaries to a coﬁstgnt proportion, gives the same result as

applying actual salaty levels to a constant personnel/pupil ratio.
- . -

The average national per php;l spehding for books,_Agsgglies and other
($224 = $1281 x 17.5) is considereq as the adequate expenditure for this
component for all States. The factor is added into the calculation in coiumn
4 of ?able G-3. This treatment is applied because there is a national market
for books and supplies so that it seems reasonable to presume that there are
no differences among States in the unit costs of these items. Thus, Psing the
average national expenditure for each State is equivalent to taking the
average quantity of books and supplies per pupil for each State 2pd applying a
common cost per unit,

The results of thé- calculations for personnel: are combined with the
assumed equivalent cost of books, supplies and other in column 6 Table G-3.
The method of arriving at spending per pupil fs a bit different here than in
Table G-2. Here adequate expenditures are first.estimated as & proportion of
the U.S. average for instruction (columns 3‘?56 4), and then in column 6 the
proportions are multiplied by this g;erage k$1281). The totals from Table
G-3, column 6, (négrinstructional persénnel.plus books, suppl;es; and other)
and from the top and bottom of Table G-2 column 7 (elementary anq secondary
instructional staff) coqstdtute the basic adequate per pupil "expenditures for

instruction and are shown in column 7 of ‘Table G-3. .

™o additional adjustments were fhen ‘ made to-° derive adeqd;te
instructional spending for each State‘ ‘allowances for the incidence of poor
children and panﬂicapped children. For the former, per pupgi inétructional
costs rose by a formula that reflected the extent to which the proportﬁon.of
poor chil&ren exceedea the national average in each State. For handicapped

children, a nat10na1 average incidence of 12 percent was assumed with unserved

chxldren estimated at 2 6, percent and add1t1on;3 add-on costs calculated at
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117 pereent per handicapped child, an estimate reflecting the best available

evidence of these costs. A discussion of the methodology and other
assumptions made in determining adeqﬁate expenditures for all other components
of current expenditures and when extra costs of special needs students areé

included is available from the School Finance Project..
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