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Executive Su m m ary

This report presents the funding prospects for public elementary and secondary
education for the fifty States and the Distriat of Col4mbia. The assessment 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
elernentary/secOndary education finance, largely as a result of the projected reversal of
enrollment declines. The 1970s and early 1980s were a period when the country's school-

,

age population dropped markedly. These declines contributed significintly to the growth

in real expenditures per pupil. Between 1985 and 2000, however, the schooliage

. population is projected to increase by about 18 percent for the nation. Without the

benefit of declining enrollm ents, many States will be required,to increase total revenues

for schools more rapidly than in the past decade in order to maintain current levels ot,

, real spending per pupil. forelementary/secondary education.

o Elementary/secondary education' will face revenue conitraints arising from
competition from other sectors forpublic resources.

Since .1975, the State-loCal public sector has been relatively stable, while the share

of these funds allocated for elementary/secondary educatLon has 'declined. stedily. In

the eoarly1970s, spending for local schools comprised nearly 30 percent 'a State-local
expenditures; by 1975, it was down to 27 percent and by 1981, it.had dropped to less than,

25 perceni. This shrinking share for elementary and secondary education reflected both

the decline in school enrollm ents and a shift in resources to other public functions.
Between'3.975 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 ;

for elementary/secondarY eiducation.
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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 redur. 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 generate a
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
education finance over the next decade-and-a-half. This national picture, however,
captures neither the significant demographic and fiscal diversity among States and school

districts nor differences in current resource levels and future funding prospects. The

followingpointeshould be underscored:

o Current expenditures per pupil for elementary/ 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.

o The prospects for financing schools in the States vary significantly. Awessments
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 groupteet in the Northeast

and Midwest. In 1980, these States contained more than one-third of the country's
schcol-age popUlation and about the same proportion of public school enrollments. By
2000, these States' share of the school-age population is projected to decline to less than

27 percent, but a high proportion of school-age children are likely to come from minewity

backgrounds.

The States in this group share several characteristics that suggest favorable
funding prospects. Almost all the States have high eiscal capacity, exert a moderate to

high 'fort for educatiOn, and have high levels of expenditure per pupil.; in most, the

schcol-age population is projected to grow slowly.or A' decline over the next decade-and-

a-half. With Stable or declining enrollments, these States should be able to maintain
their high levels of spending for elesentary/secondary education in the future.

"Mr* t.`
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Many .States in this groupioontain large city school districts where fuilding
prospects are less.favorable than the prcepects 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 cuthacks,
the States in this group should continue to have relatively high expenditures per pupil.

Seventeen States have average funding prospects. Expenditures per pupil are
projected to be within ten percent of the national average. The States in this group. arse

located in every region of the country except New England. The proportion of the
country's schcol-age population in the States is projected to rise very slightly over the
next several years, flom about 37 percent in 1980 to about 38 percent in the year 2000.

This group af States tends to be more heterogenerous in its demographic and

fiscal characteristics than the other two groups. While fiscal capacity tends to be around

the national average, schcol tax effort and dependence on Federal aid range from low to
high. In som e 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 cambihation of
factors in each State suggests that ipenditure 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 projected to remain ten percent or more below the national average. The States are
aocated 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 assessm ents were closest to being judged
unfavorable, 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. +lost have low fiscal capacity and low expenditures per pupil,

and Many,are heavily dependent on Federal /kid for school revenues. Nearly all the States

are projected to experience large increases in their school-age populations between 1985
and the end of the century, with increasing proportions of children likely ba be from low-
inco m e and minority backgrounds. The mismatch betizeen the damand for
elementary/secondary education and the supply of resources appears th be moat
pronounced in these States; as a result, expenditures per pupil are likely to be more than
ten percent below the national average in future years.

^
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o Interstate differences in elpenditures for education are likely to be maintained
and may well increase in the future.

States vary significantly bi--their fiscal capacity to support education and State
capacity has begun to diverge in recent yearst 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 stiible or declining school-age
populations.

Fiscal 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 16w proportion of their personal income to
elementary/secondary education. In some States characterized by low effort, school tax
effort has declined m arkedly in recent years. In contrast, nearly all States where the
school-age population is projected to grow more slowly or to show continued decline
exert average or above-average tax effort for elementary/secOndarytducation.

Federal aid has declined in real terms and has shifted away filo m ewhat 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.

-1
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State,

CHARACTERISTICS OF MiTES
GROUPED BY FUNDING PROSPECTS

Protected

Increase in' Student Fiscal
Demand Need Capacity

1985,-2000 1986 1981

. Federal'

Ed u ca ti on Share of
Effort

Education
nu e*

1o8o-81 :14W-al -,

junding Prospecti Are Good

*
Alaska MH L R R R
Cannecticut
Delawari .

L

L
H
.n

H
MH

L
MH

L,
11'

D.C. L R H L H
Illinois L It MB , M NH
Maryland L L R M LM.
Massachusetts L 14 MB H L
Michigan L 14 MB H IN
Minnesota M L M H L
New Jersey L H H MH L
New York L H MB R L
'Oregon H L LH H NH
Rhode Island L 14 14 LH L
Washington , MR L HH L M
Wisconsin LM ,,, L 14 H L

Funding Prospects Are Average

Arizona H
**

M LH 11
JR

California M 14 H L L
Colorado H L MH H L
Flarida MH H M L H .

Hawaii H L NH L H
Iowa M L. M MR L
Kansas MH L 14 14 L v

"N...Missouri Di M U4 L Ifil

Montana H g u-t* H -g
. Nebraska MH L 14 14 L

New Mexico H H L* R H
Ohio L 14 14 14 L
Oklahoma .H M 11* H H
Pennsylvania I: 14 M MR L
Virginia LM 14 14 . U4 MI
West Virginia LM R LA H- H
Wyoming H L H* H L

Funding Prospecta Are Unfavorable
. .4

Alabama MR R L ' L H
Arkansas : MH H L, U4 H
Georgia . M H L ,114 H
Idaho H 14 L MH .14

Indiana LM L Di 14 L
Kentucky KEI R L ' 14 H'
Louisiana MI1 H L* L H
Maine, NH' 14 L H 1111

Mississippi H R L L H
*Nevada H L H L L

New Hampshire H L H H L
North Carolina LM

', H
.

L U4 H
North Dakota H 14 M* L L
South Carolina M H L Ka Ji
South Dakota H H L U4 H
Tennessee MR H L L H
Texas H H eu M H
Utah H L L H L
Vermont - MR L L H L

EducatiOn
Expenditures

1980-81

*States where 1980 index of tax capacity is 10 points or more higher than 1980 income
index per capita. On tax capacity Montana, Oklahoma and Texas are classified as H,
Louisiana, New Mexico and North Dakota as MH, and West Vi.rginia as LH.

**
California's ranking was reduced from MR to M due to the large increase in private
school enrollment.
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PREFACE

This volume is the first of four final reports prepared for the Secretary of
Education by the School Finance Praject, as recrired by Section 1203 of the Education
A m end m ents óf 1978.

The report reflects the collective efforts Of many staff members and contractors
who woaced together to produce the assessment of the prospects for financing
elementary/secondary education over the next several years. The leadership of Emerson

Elliott, Will S. Myers, and Joel D. Sherman is especially acknowledged. In the present
volume, particular credit goes to Esther 0. Trori, Joel D. Sherman, Mary F. Williams, and

A my Huther, who 'authored the chapteri of the report concerning State finarice
prospects. Michael Hodge and Linda Addison had major responsibility for the report on

finance prospects in large urban Schcol districts that will follow as a supplement to this
report. Mark Euritt and Mark Markowitz assisted the Project iaa the computer
program ming phase of its work. Diane Carthens and Martha Jean Willis helped
enormously in typing the text; 'Norma Lindsay and 1Cimberly Smallprovided helpful
ad ministratiVe support. Bradford N. Worthington of Management Systems Design
prepared the computer graphic presentations used in the report.

The research presented in this volume is based on analyses prepared by the Sthool

Finance Project, demographic projections developed by George Masnick and John Pitkin

at the Joint Center for Urban Studies at 14 rr and Harvard University, and projections of

expenditures by Jerry Miner and Seymour Sacks at Syracuse University. Special

appreciation is reserved for Cynthia Ward, now at the Community College of Rhode
Island', who did an excellent job of conceptualizing and seeing the demographic
projections study through to a successful conclusion.

Finally, the report benefitted enormously from the advice and com ments of
6epartment staff, most notably Betty Demarest and George Youstra in OERI, Jay Noell
and Sandy Brown in 0 PBE and colleagues outside the Department including Denis Doyle,

Margaret Goertz, Forbis Jordan, and Gibrige Peterson. Their assistance to the School

w,
Finance PrOjeCt in greatly appreciated.

O.

*1

Donald J. Senese
Assistant Secretary
Office of Educational Research and
Im prove m e'nt
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Chapter 1

INTRODUCTION

A study of the prospects for school finance for the next decade st&ts out with a
severe burden - - its time frame. The end of the period is not far enough removed from
current events 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 thertransition decade when elementary/secondary educatibn takes a new direction. For.

1example, a few see the decade as the one in which the introduction of new
com munications technology will obviate the need for schools as we know the m today.
Other observerg, however, have depicted the 1980s in more traditional terms as not much
more than the further extrapolation of past *experience, recognizing that the
extrapolation m ay encom pass m ore than m ere m arginal change.

While cognizant of the limitations of forecasts of the future, Congress nonetheless
required in Section 1203 of the Education A m end m ents of 1978 "... the conduct of studies
necessary to understand and analyze the trends and problems affecting the financing of
elementary and secondary edu9ation, both public and non-public, including the prcepects
for adequate financing during the next ten years." This report is designed to fulfill the
requirements of the Congressional ra andate through an analysis of demographic, social,
economic, and fiscal trends and developments in each of the 50 States and the District of
Columbia. It is the first in a series of reports that synthesize the findings of studies
conducted by the School Finance Project as part of the mandate of the 1978.Education
A m end m ents.

An as3essment of the prospects for funding elementary/secondary education mustrecognize at the outset that the financing of sc ooling takes place/ within a much larger
societal context. Education is such an exteive enterprise that it is bound to be\
affected by a broad range of demographic, social, economic, fiscal, legal, political, and
technological developments. The precise linkages, however, between these developments
and the financing of schools are often indirect This report on the prospects for funding.,
schools touches briefly on some Ort these broad developments but focuses on those factors
likely to be the most important fcc financing elementary/secondary education. Threemajor areas are emphasized: (1) the national economy; (2) demographic trends and
projections; and (3) developments in the State-local sector in general, with particular
em phasis on develop m ents in educational finance.

-1-
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N a ti9n al economic developments affect the financing of education in a number of
critical ways, most importantly in their impact on the ability of government; to raise
revenues for education, as well as other public services. 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-of 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 National Product (GNP).

De mographic developments, including changing fertility and mortality rates, and
patterns of population migration, also affect the prospects for financing schools in
several important ways. First, they influence the size, composition, and location of the
constituency for school services, i.e., they shape the demand for public - - and private -
education. Second, they suggest other groups in the population that, based on age or
social and econornic characteristics, are potential corn petitors for public resources.
Third, they suggest potential sources of Politica& support fot -and opposition to public
expenditures in general, and educational expe\litures in particula4.

Finally, current patterns of,\ school expenditures must be taken into account in any
assessment of future developments. Previous trends can contribute to an explanation of
the development 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 essential to assess both the present
situation and the possible future of educational finance.
Organization of the Report

The balance of this report contains three chapters. Chapter Two presents a brief
overview of major economic, demographic, 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 1980s. A discussion of future demographic 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 governments play- in providing financial resources for
elementary/secondary education, it is necemary bo distinguish State-by-State
developments from general national trends. The framework presented in this section



helps organize' infor mation about State demographic and fisbal developments and
provides .a basis for assessing individual State funding prospects. Demographic
projections 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 outlined in Chapter Three. Projected and past trends in
school-age population are examined along with past trends in public and private school
enrblllents, the composition 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 public sector and to the education
sector in particularcSeveral factors are singled out for attention: &cal 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 schcols in each of the 50.States.

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

-3-



Chapter 2

NATIONAL SETTING FOR SCHOOL FINANCEIN THE 1980s

The Economy and the Public Sector
The history of the past,two decactes reveals the central importance of the national

economy to the ability of all levels If government to provide financial resources for
public 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 support for the
elementary/secondary school sector, and from the late 1970s when the growth in this
support came to a halt. Several aspects of the current economic situation point to
problems that affect the ability of States and localities 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 following
features: 41) low growth in Grôss National Product; (2) declining worker productivity; (3)
inflation, which encourages consumption at the expense of savings and investment; (41
high 'interest rates, wiiich discourage investment and raise the cost of borrowing for
public purposes; () high energy costs; (6) increased competition in world and domestic
markets, which has contributed to weakening the local economic base in many
co m m unities; and (7) unemployment, 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
govern m ents, including school syste m s.

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
ovizrall prospects for the 1980s are uncertain. If the economy continues its sluggish
performance, the'cOnsequences for school finance are apt to be adverse. If and when the
economy takes an upturn, prospects will be significantly brighr.

Economic prospects for the 1980s vary among regions and States. In the industrial
heartland from Pennsylvania to Illinois, the future may depend on the ability of these
States to diversify their economic bases. .In a few States in the Noitheast, prospects
which appeared dim a few years ago have brightened with grOwth in the high technology
sector, increased service-related activities, and increased defense spending. In the



Sunbelt, the economic base is less dependent on heavy manufacturing and the capital
stock is m uch newer, st that Statesin this region do not face the problems of replacing
antiquated capital equipment and restructuring their economiet: 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 traditionally been volatile.

Demographic Changes: The 1970s

The decade of the 1970s resulted in some major demographic 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 within the nation's
regions and States. The following developments had an important impact on the size and
location of elementary and secondary school enrollment:SI

o Decline in school-age population.

Shift in population from the Frostbelt to the Sunbelt States.

o Migration of population to non-rnetVvolitan areas.

o Continued suburbanization.

o Regional shift in poverty population from the Southeast and Southwest to the
Northea

Increases foreign im migration to the United States.

o 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
decreased 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 Table II-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 witkf higher fertility
rates in the southern and western regions of the country, produced a shift in population
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
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Table II-lb'

School-Age Population by Region, 1970-1980

% Percent

change
Rercent of 4

School-Age Population
1980Region 1970-80 1970

New England -14.8% 5.6%

Mideast -17.6 19.9

Great Lakes -16.1 20.4

Plains -17.2 8.2

Southeast 7 2.2 11.8

Southwest' + 4.6 8,5

Rocky Mountain + 2.2 2.6

Far West - 4.9 13.6

UNITED STATES - 9.7 100.0

18.

19.0'

7.5

23.6

9.8

3%

3.0

13.7

100.0

Sources: U.S. Department 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.



Population and States in the Mideast declined in pOpulation, grOwth in the southern and
we ern regions was well above the national average. Consecluently, the proportion of
peofliving in the four regions 6f the South and .West increased from 44 to 50 percent of
the total during the decade.,

The school-age population showed similar regional shifts. With large declines in the_

North and East, modest deClines in the Southeast eand Fir West, and small to moderate
increases in many States in the Southwest and Rocky Mountain regions,, the share of the
school-age population in sou h ern and western States rose from 45 to 50 percent between
1970 and 1980. (See Table --1).

o Movement a Po ulation to Non-Metropolitan Areas.' HiStorically, population
m ove m ent in this country has been from non-metropolitan to metropolitan areas
(SMSA5). During the .1970s, there was a reversal of this trend. Population growth in
S M S As was lower than for the country as a whole and for non-metropolitan regions of the-.

country. VI etropolitan areas grew by only 10 percent, compared to 11 percent for the
nation, and 15 percent for norP-metropolitan areas.

o Movement' of People from Cities to Suburbs. Despite 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 pc dons of metropolitan
areas. Between 1970 and 1980, population in the nation's central cities was essentially
unchanged, while suburban areas increased by 18 percent. As a result, the central city
share of metropolitan population dropped from 44 percent to 40 percent over the
year period.

4;)

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. Irk the South and West, there was growth in both cities
and suburbs, but.suburban growth was significantly greater. School-age children have

*been increasingly concentrated in the suburbs in recent years; they ark.likely to remain
there during the 1980s.

o Increased Im migration to the United States from Asia alld Latin A merica. Until
the mid-1960s, im migration policy strongly favored Countries in northern and western
Europe. However, changes in irn migration 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 um migrants admitted annually rose from 297,000 in 1965 to
over 8001000 in 1980. The percentage of im migrants from Europe dropped sharply, while
the percentage of Asians increased more than fivefold. Contributing to the Asian influx
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was the ad mission of nearly 500,000 Indo-Chinese refugees as permanent residents
between 1975 akd-1980. (Butz, McCarthy, Morrison, and Vaiana, 1982) The influx of
Cuban and Haitain refugees in the last few years contributed to the increase in the
proportion of im migrants from Latin A m erica.

In addition to legal im migration, there has been a significant increase in illegal
im migration. Al3 many as 3.5 to 5 million illegal residents were estimated to be living In
the United States in 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
growthg bySearly half a million 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 thn for
the age group as a whole. As a result, the proportion of Piior children increased
slightly. In 1970, the highest concentrations of low income children were in the South,
and that was still true in 1980. However, the differences between the regions were
narrowing. In SO me 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 increase,s were
accompanied by large declines the total school-age population.

o Aging_ of the Population. A major development of the '1970s was the phange 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 17 approxiinately

800,000 or nearly five percent over the decade, and the 1-17 age group dropped by five
million, or about 10 percent. sA nu m kr of southern and western States did not follow the
national trend, but for m any States in the Northeast and Midwest, the decline in the
nu mber 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 thcreases weke more dramatic.

In sum mary, national trends in the 1970s brought a decrease in the number of
L .

-----c;indren, but a slight thcrease the proportion of children from poverty backgrounds.
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There 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 North
in eanwhile,, had greater population declines but increases in poot children. Aia result,
regional differences in the proportions of poor students narrowed.
Demographic ForecastSfor the 1980s*

Population 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 °the ,School
Finance Project by the MIT - Harvard Joint 'center for Urban Studies suggest the
following:

4.

o Growth in school-age population starting around 1985.

o 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 school-age cohort - will.
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
m ore than 12 percent of the totaL

to Under 1 Population. An increase in fertility rates which started in 1975 will
have important onsequences for the size of the schcol-,age population. This upturn in
births is projected to continue for the next several years. This "baby booralet" is not
expected to produce as m any children as the "baby boom" of the 1950s and 1960s, but
between (t1.985 and 1990, the under-18 population is forecast to increase by nearly 5
percent. Between 1990 and 2000, estim ates are for increases of over 7 percent. For the
school-loge population alone, projections of growth 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.

o 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 bsween 1985 and 1990, is then projected to decline sagain
between 1990 to 2000 to a level slightly below 1985. This will result in a decreazin the
proportion of the population der five from *8 percent to 7 'percent between 1985 ana
2000. The 18-24 population is projected to decline by, more than 10 percent between
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1985 and 1990 and then show/Vtually no change' between 1990 and 2000. For the full
1985-2000 period, the college-age cohort is projected tO decline as a share of the total
population from 12 percent to 9 percent. At the other end oi the age spectrum, the-\
over-65 population is, expected to continue bcAgrow quite rapidly (by about l percent)
during the next decade-and-a-half. (See Table II-2.)

Several implications fiL plthlir schools can be drawn from these,projections. If
parents of children under five are as supportive of IpUblic school funding as those with
children already in the public schools (because they feel. they have a future stake 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 school expenditurea..In
contrast, those over 65 are assumed least likely tO do so. The Proportion of those under
18 will be unchanged between 1985 and 1990 and will decline slightly between 1990 and

-2000, while the proportion of those over 65 will increase in the 1980s and be stable in the
1990s. These trends suggest somelurther weakening in the size of the'constituency for
public school funding in this period. Howeverr a much steeper decline in the size of the
collesje-age group may offset this somewhat. It elementary and secondary schools can
marshall political support, they may be the beneficiary of the weakening in the demand
for higher education.

Changing Fiscal Pitterns

Several recent fiscal developments must also be kept in mind in assessing the
prospects for school finance. These include:

o Decline in the relative size of the State-local public sector.

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

o
,

Reversal of a long-tep trend of, increased Federal aid to State and local
governments and for elementary and secondary education.

o Increases in education expenditures per pupil. but declines in education's share
, of State-local expenditures.

o Growth in the share of funding of elementary/secondary education by State
govern m ents.

o The State7Loca1 Public Sector. After a long period of expansion, State-local
direct general egpenditures 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-loaal general
expenditures as a percent of both personal inco me and GNP were lower in 1981 than they
were in 1972. On a per capita basis, State-local expenditures rose throughout tile 1970s,
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Table 11-2

Selected Age Groups of the Population, 1980-2000
(thousands)

Age Group
..5 -17

Number

1980 1985 1990 2000
Percent Change

1985-1990 1990-2000

47,399.8 44,880.0 47,259:1 63,026.6 5.1Z 12.2%

Percent of
Total

Under 5
Number

,

Percent of

Total.

20.9%

16,344,4

7.2%

:

18.7%

)

19,178.3

8.0%

18.8%

19,881.1

7.9%

19.4%

18,856.4

6.9%

3.7% - 5.2%

18-24-

Number 30,012.6 29,156.3 25,778.3 25,910.0 -11.6% - 0.5%

Percent of

Total 13.3% 12.1% 10.2% 9.5%

Over 65
Number 25,544.1 28,332.7 31,077.3 33,666.6 9.7% 8.3%

Percent of
Total 11.3% 11.8% 12.3% 12.3%

TOTAL 226,504.8 240,050.5 .,251,848.4 273,650.0 4.9% 8:7%

Sources: J.S. Department of Commerce, 1980 Census of Population,"Age, Sex, Rate,
mad Spanish Origin of the Population by Regions, Divisions and States: 1980,"
PC 80-S1-1 and unpublished tabulations; George Masnitk and John Pitkin, "Cohort
Projections of School-Age Populations for States and Regions," prepared for the
School Finance Projects:1982).



but real expenditures adjusted to reflect inflation have remained relatively constant
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 in fiscal effort in most States starting in the late 1970s. By 1980, all but a
handful of States had levels of effort (own source revenues as a percent of personal
income) below those of 1972. The steep 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.

o Declines in Federal Aid. Trends in Federal grants-in-aid have also contributed
tO the decline in the State-local sector. The 1960s and 1970s witnessed what the
Advisory Commission on Intergovernmental Relations (ACM) called a "guasi-revolution"
in A merican federalism, as Federal grants-in-aid became an important source of growth
in State-local revenues. In 1960, Federal aia to States and localities stood at 8 percent
of Federal outlays; 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 btidget 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.

a Indeed, when m easured 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.-

Federal aid for elementary/secondary education has, in general, raflected 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

T

decline in the Federal share of school revenues (8.2 percent in 1981) and a decline in the
real level of Federal aid. With the budget cuts enacted during the 1982 fiscal year and
anticipated for the 1983 flsl year, the Federal share of school revenues is likely 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 recent years. Real personal

%

). -12--



,

TABLE 11-3

State and Local Government Expenditures, 1957-141

Direct General Expenditures
by State and Local Governments as:

Fiscal Year.

Percent
of Perso9a1

Income'
Percent
of GNP1 Per Capits2

Constant Dollars
'Per Capita3

19574 11.6% 9.1% $ 237 $ 9051962 13.7 10.7 324 1,0801967 14.9 11.7 472 1,3071972 18.0 14.2 809 1,6211975 18.3 14.8 1,077 1,6831977 18.0 14.2- \ 1,261 1,7301979 16.9 13.5 1,481 1,749
41980 17.0 14.0 1,622 1,7591981 16.8 13.9 1,769 1,769

1Based an calendar/year data for personal income and GNP andfiscal year data for'
expenditures (i.e., 181 - FY 81. CY 81).

2Population for year in which fiscal year ends (i.e., 1981 population for FY 81)..

3_
mumma am btate-local government purchases deflator, 1981 * 100.

4
,Excludes Alasia and Hawaii.

SOURCES:. U.S. Bureau of the Census, Compendium of Government Finances from Census
of Governments for 1957, 1962, 1967, 1912, and 1977 and Governmental
Finances for 1974-75, 1978-79, 197940, and 1980-81 and Historical
Statistics from 1977 Census of Governments; Survey of Current Business,
July 1981; Economic Report of.the President, February 1982; George
&snick-and John Pitkin, "Cohort Projections of School-kge Populations for*
States and Regions: 1985 to 2000," prepared for the School Finance Project
(1982); "U.S. Department of Commerce News," Hay 9, 1982.



income per capita grew much more slowly in the 1970s than in the previous 15 years and-
actually declined after 1979, except in some of the energy-producing States. Differences
in fiscal capacity among the States have increased recently, due first to developments in
the energy-rich States and then to the recession at the end of the decade.
Unemployment rates have &leo increased markedly since 1979, particularly in States
highly dependent on depressed industries such as automobiles, steel, and timber.

o Educational Expenditures. Trends in the elementary/secondary school sector
have, 'mirrored the latC'ger trends in total State-local expenditures. State-local
expenditures for public schools, after rising to about 4.0 percent of GNP in 1975, have
since declined to the levels of the mid 1960s of about 3.4 percent of G N P. Moreover,
elementarVsecondary education's share of a declining State-local sector has shown a
continuous drop during the 1970s. Whereais in 1967 elementary/secondary education
represented nearly 30 percent of State-local expenditures, by 1981 that share was down
to just under 25 percent, which in part reflects declining' public school enrollments andthe slat in State-local expenditures to non-educational functions. (See Table U-4.) -

On a per pupil basis, current expenditures for elementary/secondary education grew
between 1972 and 1981 by about 150 pe.icent - from $970 to $2,436 per pupil - - btit
much of that growth was due to inflation. Real exPenditures during that period increased
only by about 25 percent. Within the last two years, real 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 ieal expenditures increased
by only about four peráent. Furthermore, the increase ip tbtal real expenditures
occurred mainly in the expansionary period of 1975 to 1980.4.qn 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 elem entary/secondary education. increased stanificantly. In 1970-71, States
contributed about 38 percent of school revenues, with over half (55 percent).coming from
local sources, and the rem airang 8 percent coming from the Federal Government. By the
late 1970s, the State share exceeded the local for the first time, and by 1980-191, the
proportions were 47 percFnt`State and 45 percent local. Federal revenues throughout the
period remained fairly constant at around 8 percent of the total. (See Table 71-5.)
Despite the overall ttrend towards an increased State role, there is nonetheless great
variablility among the States in the $tate and Federal share of resources. The State
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TABLE 11-4

Expenditures for Education, 1957-1981

State-Local Expenditures
for Local Schools as:

Fiscal Year
Percent
of GNP

Percent of
State-Local Direct
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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TABLE 11-5

Financtn Elementary and Swondary Education

Revenue Sources
r

Federal State
Local

,1
ind Other

1972 7.57 37.6% 54.8%
1975 7.7 41.2 51.1
19%7 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

1

Includes nonrevenue receipts.

SOURCES: National Education-Association, Estimates of School Statistics,
annual publication.
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share of financing ranged from a high of 87.1 percent in Hawaii to a kw 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 recessi.on is placing on State budgets, or a longer term development. During

economic declines, State revenue shortfalls and increases in expenditures for welfare and

unemployment 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 various 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 income taxes is evident when 1960

and 1981 are compared. In 1960, most States used only one of these two major 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 Tid-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 grown as a revenue

..

source for schcols 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.



Other Developments

In addition to the economy, demography and fiscal trends, several other factors
influence school spending, including the political and, social environment, legal
developments and technological changes. These are not incorporated into the
assessm ents 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 &trial, political, and legal
domains, in individual States, while Clearly important cannot be estimated easily for the
future based on past or current trends. A few core ments 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 considerably in recent years in ways that may have importantM
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

v(TELs). However, palls indicate that the public does not want lower levels of public
services. Thus, it is not surprising that m any 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 m any 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 educatok's are also no longer as supportive as
they once were. Factors 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 m erica's public schools. Thetie developments,
in combination with decreasing numbers of school-age children, have reduced the public's
willingness 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 will
produce better results.

However, results of the fourteenth annual. Gallup poll on education reported in the
September, 1982 edition of Phi Delta It appan 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 ahle to
capitalize on this reservoir of support in the 1980s.

-18-
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o 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 demands for child care
services for preschool children and create competition with education for public
resougtes. Secondly, the increased participation of women in the workforce and
increased job opportunities have already had a substantial impact on the recruitment of
new teachers. Young women who once might have become teachers now gee more
attractive alternatives in the private sector. In the future, such women may look toward
a long-term career with good prospects for advancement rather than a short-term
teaching job before raising a fa mily. 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 derlopments had a substantial impact on
schools and school funding in the 1970s. Court cases in numerous States challeriged 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 successtul, enough were, so that they affected not only
the particular States in 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. ''..

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 entitlements to
educational services for these groups of children. eThe mandates in P.L. 94-142, the
Education for All Handicapped Children Act, and various . court decisions were
instrum ental 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 previoils decade. Recent State court

0,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 manner than some of
the earlier cases. Both develop m ents suggest that the courts may not provide as much of
an impetus for increased funding for schools as they did during the last 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 to make rtensive use of
micro-com puters in their instructional progra ms. Several issues arise regarding the
introduction of the new technology. One concerns the cost of acquiring computers. A
recent imue of Time (November 8, 1982) suggests that poor school districts are already .

falling behind their mOr'e 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 cif 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 denters on the training of personnel with the qualifications
to teach computer-related skills. There is already a serious debate about whether a
shortage exists in the number of qualified m ath and science teachers. As computer
technology becomes more widely available to schools, the "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 develop m ents combined, however, suggest that additional resources
may be required if schools are to meet the technological-challenges of the coming years.
The Outlook for the 1980s

The 1980s would appear to be an especially challenging period for the finance of
elein entary and secondary education. Of particular significance is the reversal of the
decline in school enrollm ents that will occur in most States by the late 1980s. With an
increase in 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 backgrouhds associated with educational
disadvantage m ent - - poverty, minority, and non-English or limited-English-proficiency.
The increased funds required for growing numbers of children will need to be further
augm ented to provide for moire children with special educational needs.
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While the demand for elementary/secondary education will be increasing, the
decline in the size of the public/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 stabilize 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)

A smaller public sector may mean several consequences for elementary/secondary
school finance. First, real increases in school resources per pupil may be more difficult
to achieve than they were earlier. During the late 1970s a slower growth in revenues for
education did not place a severe strain on public school funding in 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,
particularly those over 65, may result in less political support for -public schools.
Expansion of funding for other public services came about in the 1970s 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 competition from other p blic services, if the size of
the public sector remains stable.

To return to a point made earlier in the chapter, the national economy will play an
important role in shaping funding prospec schools in the future. If the econom y
improves the prospects for financing educa on in the future would be enhanced
significantly. Many forecasts sugge an economic upturn at a time when m ajor school
enrollment increases are projected; 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 highly constrained. However, during a time
of economid expansion; funding prospects are likely to differ significantly among the
States. -These differences in State funding prospects are explored at length in Chapter
Four.



Chapter 3

FRAMEWORK FOR ASSESSMENT OF STATE FUNDING PROSPECTS

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

The analysis of prospects examines the relationship between the demand for
education and the supply of resourceb to fund public elementary and secondary echools in
each State. Factors that affect the dent atid or 'need thr school setvices are one5 related
to the number of children and their characteristics. Factors related to the avaBability of
funding consist of two types: those affecting funding levels' for allpUblic services and
those affecting the proportion of funds spent for public schools. Tor each State t:he
m atch or mismatch between de m and and supply has been assessed.

The primary data sources foi the State analysis were the 1970 and 1980 Censuses of
Population, the Census of Governwents conducted every five years, the annual Census
Bureau publication, Governm ental Finances, and the National Educatioft Association
(N EA) 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 tim e 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 1985, 1990, 1995 and 2000 ,and
involve State-by-State estimates of total population and various age cohorts. All
discumions of population projections presented in the report use 1985; rather than 1980
as the base year. 1980 could pot be used as a base year because population undercounts
in that year made the data non-comparable with projection data which were based on
adjusted population counts. A discussion of the amuniptions and limitations of these
projections appears iii the Appendix.

A nalzsis of Demographic and Fiscal Trends

Changes in the demographic and soCial characteristics of thei U.S. population will
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directly affect the potential demand for elementand secondary.. education in the
upcoming decade. The analysis has focused primarily on those trends that will affect the
site and characteristics of the school-age population. Factors that were considered of
past demand were: the number and proportion of persons of schcol 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 5-17; (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) the projected 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 avaRable for all three years for any variable other than public school
enrollm ents. For the other variables, data either were not available or were not
equivalent for more than two years.

For the assessment of future demand, projections of total and
ts

chool-age
population up to the year 2000 were available from the MIT/Harvard Joint Center for
Urban Studies. Since projection data were not available for the other demand variables,
it was necessary to identify recent trends for each and assume that similar patterns
would continue in the future. Increases in student need and a decline in private school
enrollm ent would indicate an increased dem and and higher costs. A decline in need and
an increase in private school enrollment would suggest lessened demand and kwer 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 assu med to be particularly supportive of higher spending for schools. The
elderly (over 65) were considered the least supportive group. The proportion of students
in private schools was also viewed as an indicator of diminished politicallupport for
public schools.

Both demographic 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 viewed 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. Inthis study, the definition of minorities included children identified as Black, Hispanic),
Asian or Pacific Wander, American 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 1991 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 spebifically. Per capita personalincome is

for most States a reliable indicator of a State's ability to support public schools. For a
handful of States, this statistic does not capture the additionanesource 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 A CIR 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 A CIR m easure was introduced.* Unemployment rates were also included in

the data base as a measure of the susceptibility of State economies b3 cyclical
variations.

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
incom e. A comparison of total effort versus that for schools alone is a way oVexamining

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

against personal income may produce a milleading picture in those States where income

understated revenue-raising capability and in those cases, effort relative to the A CIR 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

possible. 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

* A State's c1asification on fiscal capacity was modified where its relative ranking on
the ACIR measu was 10 or more points above its ranking on perSonal income per
capita.
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public schools. Secondly, cutbaMs in Federal education aid could create funding
problems for public edudation by forcing greater competition with other services for
State and local funds and possibly producing declines in aggregate revenues for schoc3ls.
A ssessm ent of Prospectq

States were grouped on the basis of expectation's about future per pupil
expenditures into those where expenditures were likely to be relatively high (10 percent
or more above the national average), moderate (91 to 101-pircent of averge) and below'
average (90 percent or less of average).* The use of per pupil expenditures as a basis for
acsessing future funding prospects in the States has its limitations. Expenditures may not
reflect differences in the level of educational services in States but rather differences in
the cost of providing education. No satisfactory ad3ustments 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-spending States whose relative
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 in the two indices of ten
percentage points or more with 13 States spending much more for schooling and 11
spending 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 spending 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 ftirther reinforced when average teacher
and instructional salaries and estimates of cost-of-living differences are analyzed. While
some of the differences in expenditures among States seem to reflect cost differences,
most States clatified as low-spending in this analysis (10 percent or more below the
national average) would still have below-average expenditures even after cost
differentials were taken into account.

Only three broad categories were used in r'laifying 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 Da3ly Attendance as this is the
only pupil measure for which there are comparable data across States over time.
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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 diPrerences 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

assessm ents about future spending is difficult, particularly for more than a few years
into the future, given the nu mber of factors involved and the uncertainty surrounding

each factor: As. the number of spending categories used increases, so do the chances of

misclags-ifying States. Further more, the purposes for which State assessm ents 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. Theee two groups of

States are the ones identified in the high and below average expenditure categories.

While the pros`pects 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 reclacification of a

number of States:" 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 States that will vary considerably in their
future expenditure levels but also ones that will. differ in the direction in which their
expenditures are moving. The high categoiy 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
corn pared to other States they will still be in a very favorable position. Similarly, some

States 4rt 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 unfavorable 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

other types of data were available. Projections were only developed for total population

and various age cohorts. Therefore, estimates of future trends in all. other variables had

to be based on analyses of past trends and assumptions on the likelihood of the
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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
rtojoct about the other variables prow to i)e 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 year or two. This was also true with respect to the analysis of economic prospects,
where it was assumed that the curt It economic downturn represents primarily a cyclical
phenom enon that will be reirersed later in the decade. However, some States may be
undergoing structural changes and the economfc prognosis in those States is uncertain.

Because of the lack of projections for ehe fiscal variables, greater emphasis was
placed on recent changes in those variables. Rather than using data for 1970, 1975(76),
and 1980, thS analysis priarily examined data for 1972, 1975, 1977, 1980, and 1981, and
to a lesser extent data fOr 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. Furtherm§re, 1972 marked the peak in enrollments in the United States,
so that the period since 1972 is a time of declining enrollments.

P. final limitation to the examination of prospects that should be noted is the lack
of attentthn to intrastate variations in school spending. These are now considerable (and
their extent differs greatly among States) and there is no reason ,t7o expect them to
decline dram atically in the coming 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 permit
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 supple m ent to this report.



Chapter 4

SCHOOL FUNDING PROSPECTS FOR THE STATES

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

The D e m ana for Schooling

One of the most important factois influencing prospects for financing schools is the
size of the population that will have to be educated. Also important is the composition
of the student ikkilP, i.e., the characteristiczs of children that influence the educational
services they will need. Together, the number of students and their characteristics
co m Prise'the demand fc;r education. Rates of change in the size 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 elementary/secondary education.
Projected Changes in School-Age Population

In contrast with the 1970s when most States experienced declines in
elementary/secondary schcol enrollments, the. late 1980s will be a period 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 Table B-1 for projected number of children age 5-17 to 2000.)

Many of the States that are anticipated to have the largest increases (over 35
percent) in school-age populations between 1985 and 2000 a- - and consequently the
largest increases in the de mand for schooling - - are located in the Rocky Mountain and
Southwese regions. Other States with very large projected increases include North and
Sauth Dakota, Hawaii, Mississippi, Nevada, New Hampshire, and Oregon. Other
projected high-growth States (25-34.9 perCent) are found in several regions while more
modest growth (15-24.9 percent) is forecast primarily for States in-Vie-366th Atlantic
region and 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 I1-1.)
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TABLE IV-1

State and
legion

changes in School-Age Population, 1985-2000

Percent Percent
Change Change

1985-1990 1990-2000

Percent
Change

1983-2000

United States +5.3 +12.2 +18.2

New England

Connacticut -6.7 '+0.3 -6.4
Maine +5.9 +21.2 428.2
Massachusetts -4.0 +6.4 +2.1
Maw Hampshire +10.4 +33.6 447.5
Rhode Island -2.2 +7.3 44.9
Vermont +7.6 +21.1 +30.4

Mideast
Delaware -1.5 -3.5 -4.9
District of

Columbia -17.4 -23.1 -36.5
Maryland -2.2 -1.3 -3.5
Mem Jersey -6.9 -6.4 -12.8
Mew York -7.6 -8.9 -15.9
Pennsylvania -4.2 -3.8 -7.8

Great Lakes
Illinois -0.8 -5.9 -6.6
Indiana +3.1 +2.0 , +5.2
Michigan 0 +1.4 +1.4
Ohio -2.0 -3.4 -5.3
Wisconsin +5.6 46.6 412.5

Plains
Iowm +7.8 +7.2 +15.6
Kansas +12.9 +13.6 +28.1
Minnesota 44.2 +11.1 449.1
Missouri +6.3 +5.1 +11.7
Nebraska +12.2 +19.6 +34.2
North Dakota +15.3 +20.1 +38.5
South Dakota +17.4 +20.0 +40.9

Southeast

Alabama +7.6 +18.7 417.7
Arkansas +10.7 +16.9 +29.5
Florida 49.1 +18.0 +28.7
Georgia +3.2 +13.7 447.3
lantucky 44.6 +22.5 +34.2
Louisiana +12.6 +19.5 +34.6
Mississippi . +23.8 +27.4 +57.8
North Carolina +.8 +10.8 411.7
South Carolina 44.6 +13.9 +19.1
Tennessee +7.0 +20.2 418.6
VirOnia
West Virginia ,)

+1.1
+2.0

+10.4
+3.3

+11.7
+5.4

Southwest
Arisona +15.8 +35.; 456.6
New Mexico +16.8 +25.8 +46.9
Oklahoma +14.1 +20.3 +37.3
Tomas

tacky Mountain
+13.5 +28.2 +45.5

Colorado +12.3 +30.0 +45.9
Idaho +21.0 +30.5 +57.9
!buten* +14.9 +19.3 +37.1
Utah +31.4 +39.4 +81.1
Wyouing

far West
+29.9 447.1 +91.0

California 410.7 +19.6 +32.4
Nevada +15.8 428.6 440.5
Oregon 448.1 +32.2 +56.2
Washington +7.0 +18.1 +26.4
Alaska +8.8 +17.3 +27.6

+12.4 +25.4 +40.9

source: Osorge Smack end John Pitkin, "Cohort of Sage14ga Populations"fae
States end legions," prepared for tbe School Mince Project (1982).



MAP IV-1

CHANGE IN SCHOOL-AGE POPULATION, 1985-20An
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, Over 40 States 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 England, and the Northwest. On the other hand, States that are
prbjected to show high growth in school-age population during the entire period generally
will experience such growth beginning in the late 1980s.

States have been classified according to their projected demand for
elem entary/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-
grow th States.

.,Student Need

Projections of the characteristics of public school students were not available for
our assessin ent 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
number of poor children actually increased. In Connecticut, Massachusetts, New Jersey,
Z;ew York, Illinois, an3 Michigan, the trend was most pronounced. 'All had declines in the
school-age population (and public school enrollments) in excess of 10 percent, and
increases in the num ber of children in poverty of 15 percent or more. Most of the States
with rising proportions of poor children still hadi no more than moderate proportions of
such children in 1980, because of the low incidence of such children in 1970. (See Table
IV-2.)

At the 'other end of the spectrum, the most dramatic declines in both the number
and 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 population,- but in a few States, including Arizona, Florida, and Texas,

aschool-age population increased while there were fewer poor children. Despite the
decline, however, most States in these regions continued to have the highest
concentrations of children in poverty.

......In some respects the 1980s may li..il 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 income
residents, higher fertility rates among low income populations, and im migration. States
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State and

lotion

School-Aga

TABLE 1V-2

Children in Poverty, 1970-1980

Tarrant Children

5-17 in Poverty

PercantaChange

School Age Children 5-17

Population, in Poverty,

1970-1980 1970-19801970 19gb

United States 14.8 15.2 -9.7 -6.5

New England
Connecticut 7.2 11.0 -11.0 +27.5

Maine 14.2 14.5 -6.3 -1.9

Massachusetts 8.4 12.7 -18.0 +25.3

New Naspahire 7.7 8.3 +3.6 +16.4

Shod' Island 11.0 12.7 -16.9 -1.7

;> Varmont 11.4 11.8 -6.7 -0.8

?Udeast
Delaware 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 Jersey 8.7 13.4 -15.0 +31.5

New York 12.2 18.1 -18.4 442.4

Pennsylvania 10.6 13.6 -18.7 46.1

Great Lakes
Illluois 10.7 14.6 -16.1 +15.7

Indiana 9.0 10.9 -13.4 4-6.3

Michigan 9.1 12.8 -15.5 419.8

Ohio 9.8 12.6 -18.1 46.3

Wisconsin 8.7 10.0 -15.9 -2.6

Plains
Tara 9.8 8.9 -18.5 -25.6

Kansas 11.5 9.8 -18.1 -29.2

Minnesota 9.5 9.5 -17.6 -17.0

Missouri 14.8 14.2 -14.7 -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 21.5 -7.2 -31.5

Arkansas 31.6 22.2 -0.2 -29.1

Ylorids 18.9 16.7 +11.2 -0.7

Georgia 24.4 20.3 +0.7 -14.8

Kentucky .25.1 22.3 -5.1 -14.1

Louisiana 30.1 23.8 4.8 -25.5

Mississippi 41.5 31.3 -54 -28.5

North Carolina 24.0 17.4 -5.3 -30.7

South Carolina 29.1 19.3 -2.3 -34.4

Tennessee 24.8 21.3 -2.9 -15.4

Virginia 18.2 13.4 -7.0 -30.1

West Virginia 24.3 17.3 -6.3 -32.5

Southwest

Arizona 17.5 14.2 +19.1 -2.5

New Mexico 26.3 21.2 -2.4 -21.1

Oklahoma 19.5 14.4 -2.8 -27.0

Tomas
locky Mountain

21.5 18.4 +4.6 -9.2

Colorado 12.3 11.0 +0.7 -8.2

Idaho 12.0 13.3 +6.9 +17.9

HOntana 12.9 12.7 -14.6 -14.8

Utah 10.0 9.7 +12.2 +9.0

Waning
far West

11.2 6.8, +10.1 -31.0

California 12.1 13.8 -6.3 +8.7

NeNwda 8.8 9.3 +26.2 +35.5

Oregon \,... 10.3 10.6 -1.6 +3.5

Washington 9.3 10.8 -5.3 412.6

Alaska 14.6 9.6 +4.2 -26.7

Hawaii 97 11.0
-

-2.9 445.3

Source: U.S. Department of Commerce, Statistical Abstract of the United States, 1980;
1980 Census of Population and Sousing, !Togolese). Estimates of Social;
Economic and Nouoint Characteristics, States Sti Selacted,Miltropolitan Statis-

tical Areas PIC 80-81-1; and 1970 Census of Shpulation, Volume 1, Characteris-

tics 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, however, it is unclear
whether absolute or relative declines will continue. 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 proportion of such
children could continue to fall if population growth exceeds the national average.
Nevertheless, many of these States may still 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 LakesIthe
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 concentration of States from the Southeast (Alabama, Arkansas, Georgia,
South Carolina, and West Virginia). Fewer States (24) had increases in the number of
minority students. mcst of these were west of the Miqgissippi. (See M ap IV-2.)

Should these trends continue, the minority corn 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 enrollments (particularly in
large cities) as a result of either less rapid decline in minority than non-minority
enrollm ents or continued decline in non-minority enrollments and absolute increases in
the minority school population. In the States of the Southeast, Southwest, and Far West,
where the schr-age cohort is projected to grow starting in the late 1980s, the
proportion of minority children in public schools m ay also increase, if minority
populations continue to increase more rapidly than non-minority groups.

Handicapped Children. States vary much less in the proportion of handicapped
children 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 a low of 5.3 percent in New Hampshire.
Since the incidence of handicapped Children is probably relatively uniform across States,
this variation may be more a reflection of State and local policy choices about student
classification and service delivery 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 special need classifications.
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TABLE IV-3

Minority Enrollsunts, 1976-1980

State and
Redo*

Percent Minority Public
School Enrollment

Percent Change in:

Public School Minority
Enrollment, Enrollment,

Fall 1976-1980 Fall 1976-1980F*11 1976 Fa1t_1900

United States 24.0 26.7 -7.6 +1.6

New England

Connacticut 15.4 17.0 -16.2 -4.6
Mains 0.9 0.9 -10.6 -35.7
Massachusetts 7.7 10.7 -12.6 +19.7
New Hampshire 1.1 1.3 -4.1 +16.7
Rhode Island 6.5 8.2 -14.0 +7.4
Vermont .8 1.d -8.2 -22.2

Mideast
Delaware 24.3 28.8 -18.7 -6.4
District of
Columbia 96.5 96.4 -20.5 1-16.2

Maryland 30.2 33.5 -12.8 -2.7
New Jersey 24.5 28.4 42.7 +0.9
New York 29.7 32.0 -15.0 -10.7
Pennsylvania

Great Lakes
14.4 14.9 -

-13.0 -10.3

Illinois 25.4 28.6 -11.4 4.8
Indiana 11.4 12.0 4.3 -5.9
Michigan 18.3 21.3 -8.5 +2.1
Ohio 14.0 14.7 -13.0 -8.2
Wisconsin 8.0 9.3 -12.2 +1.3

Plains
Iyaa 3.2 4.1 -11.8 +9.4
Kansas 10.7 12.7 -4.9 -3.5
Minnesota 4.1 5.9 -12.6 +35.6
Missouri 12.8 14.8 -11.1 +6.0
Nebraska 7.5 10.5 -10.1 +9.1
North Dakota 6.2 3.5 -12.2 -59.0
South Dakota 7.8 7.9 -13.2 -18.4

Southeast
Alabama 34.2 33.6 40.8 -2.1
Arkansas , 23.2 23.5 -2.8 -8.6
Florida 29.9 32.2 -1.8 +4.2
Georgia 35.2 34.3 -0.6 -2.2
Kentucky 10.1 9.1 -3.5 -10.6
Louisiana 41.9 43.4 -7.3 -3.1
Mississippi 49.0 51.6 -6.5 -5.4
North Carolina 31.4 31.9 -5.2 -3.9
South Carolina 41.8 43.5 -0.2 -0.4
Tennessee 21.9 24.5 +1.4 +8.8
Virginia 25.7 27.5 -8.2 -1.8
West Virginia

Southwest
4.5 4.3 -5.3 -10.4

Arizona 31.4 33.7 +2.2 +4.9
New Mexico 53.5 57.0 -4.7 +3.5
Oklahoma 22.0 20.8 -3.3 -16.6
Texas

Rocky Mountain
40.8 45.9 +2.7 +13.3

Colorado 20.3 22.1 -4.2
Idaho 5.7 8.2 +1.6 +45:::
Mbntana 9.0 12.1 -9.0 +7.5
Utah 6.7 7.3 +9.2 +19.5
Wyouing 8.7 7.5 +8.5 -3.8

Far West
California
Nevada

34.9

17.0
42.9

18.9
-6.0
+5.4

+12.5
+17.6

Oregon 6.5 8.5 -2.1 +28.9
Washington 10.1 14.1 -3.0 +36.6
Alaska 25.8 28.4 -5.2 -1.3
Hawaii 79.5 75.2 -5.6 -11.7

Source: National ,center for Edumation Statistics, Pinot of Education Statistics 1980,
Condition of Education 1980 Edition, and unpublished tabulations, and U.S.
Department of Education, Office_ of Civil Rights, unpublished tabulations
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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, California, and Hawaii -- had concentrations of such children
exceeding 10 percent in the 1980-81 school year, and another seven States - - Alaska,
N e w 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 so m e school districts with high concentrations of
children with limited facility in the English language.
Educational Need: A Composite Picture

Based on the most recent counts of children in poverty, handicapPed children
served under P.L. 94-1,42, 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 m ethodology used in constructing the index.) For poverty children, this index
reflects the direction of change as well as current levels. (Table IV-4 presents State
rankings on the need variables and the composite classification 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
M e xico, 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 Northeast.

Private School Enrollm ent

The future demand for pdblic elementary/secondary education is likely to be
affected by parental choices between public and rivate schools. Recent trends in
private school enrollments may not be a good baroiue'r to judge the direction of future
changes, in part because these changes occurred during a period of general enrollment
decline. However, because projections of private school choice are currently
unavailable, a review of the most recent developments may provide some hintabout
possible futures.

In the 1970s, a decline in private school enrollments of about 11.4 percent occurred
throughout the nation. With public school enrollm ents declining a little less rapidly, the
private school share declined from 11.2 percent to 10.7 percent of total enrollments.

-36-
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Much 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 (NCE, 1982).

Nearly two-thirds of the States experienced declines in private school enrollments
during the 1970s but in a number of States in the Northeast and Midwest, the decline was
precipitous. According to Census counts, States such as Massachusetts, Michigan, New

Hampshire, Rhode Island, Vermont and New York had decreases in excess of 25 percent.
In contrast, most States in the Southeast, California and Delaware experienced increases
in private school enrollm ents 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 upturn (Cooper
and McLaughlin, 1982). In Catholic schools, the rate of decline is much less than it was
in the early 1970s (N CEA, 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 EducationalStatistics (NCES), it is difficult to get.- a firm
estimate of non-Catholic, privateschool enrollments and to gauge trends in individual.
States.

In terms of absolute nu mbers, 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 percent), while ..9rivate school enrollments increased by 46,000 (9.7

percent). (N C ES, 1982) Thus about 17 percent of the decline in public school enrollm ent
%two,

was accounted for by an increase in private school enrollments. Within the private
school sector in California there has also been a shift from CatholiC to other. religiously
affiliated and non-affiliated schools. The share of non-public school 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
showed corresponding increaseS during the period.

The Supply of Resources for Education

The provision of financial resources for elementary/secondary education by State
and local governments m ust be considered within the larger context of State-local public
finance. To the extent that education "competes" with other public services for funds,
one must take into account the size of the fiscal pie that all public services must share.
Where the State-local sector is large, a small share for elementary/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 size of the sector, the direction of change in its size has important
consetvences 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. It is therefore,
important to examine changes in the overall. size of the State-kcal public sector
State-by-State to assem the potential. supply of resources for elementary/secondary
education.

State-Local Expenditures

The size of the State-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 nati.onal
average.) States in the Far West, in contrast, have consistently 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 IV-5.) This resulted from both relatively
lower spending increases among high-spending States and more rapid growth in spending
.mong low-spending States. Wthe last year of the decade, however, this trend towards
convergence in spending levels appears to have reversed itself, as high-spending States
such as Alaska, Wyoming and Delaware increased their expenditures at rates well above
average and low-spending States in the Southeast, 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 most 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 elementary/secondary education generally
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MAP PV-3

DIRECT GENERAL EXPENDITURES PER CAPITEu 1980-81
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TABLE IV-5

Measures of Interstate Diversity in State-Local
Expenditures Per Capita 1957-1981

State-Local Direct General Expenditures Per Capital

Range
Ratio of Coefficient

Highest/Lowest of Variation

1957 2 $ 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) 28.1(19.9)

1972 1697( 730) 4.25(2.40) 32.5(18.3)

1975 2054( 884) 3.82(2.21) 29.9(16.6)

1977 2353( 868) 3.68(1.99) 29.0(15.7)

1979 3468( 872) 4.13(1.79) 33.3(14.4)

1980 5049(1137) 5.21(1.95) 42.0(15.7)

1981 5735(1358) 5.42(2.05) 43.3(16.2)

1
Figures in parentheses are for the 48 continental states, and
exclude Alaska, the District of Columbia and Hawaii.

2 Alaska and Hawaii not included.

SOURCES: U.S. Bureau of-the Census, Compendium of Government
Finances Census of Governments for 1957, 1962, 1967,
1972 and 1977, and Governmental Finances for 1974-75,
1978-79, 1979-80, andN1980-81, 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 Population's 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 populatiir
compcsed of school-age chlidren. (See Table IV-6.) Sortie States, such as Connecticut,
N e w Jersey, Illinois, and Pennsylvania have relatively higher levels of expenditure for

tducation 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. /n these two States, a low proportion
of total expenditures is allocated to the elementary/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
elem entary/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 handy 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 ranged from a

khigh of 124 percent (excluding Alaska and the District of Columbia) down to 69 percent.
--,

(See Map IIT-4.) States with personal income levels more than 10 percent above the
national average were generally in the Northeast and the Far West, but &ISO 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 W yo m ing, 0 klaho m a, Louisiana, Texas, N ew Ha m pshire, and
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C Din s-cticut, have had increases in real per capita income well in excess of the rates for

the nation as a wnole.

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

incom e per capita art3 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
r ountains, rank higher using the latter measure. The energy-producing States have high

revenue potentialsfrom oil and mineral resources which gives them a much higher
ranking on tax capacity than on per capita income. These States include Alaska,
Louisiana, Montana, 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 1980-81. Excluding Alaska,

Utah had the -highest effort, with 5.8 percent of its personal income devoted to
elem entary/secondary education, while the lowest States, Alabama, Nevada, and

alifornia, had, efforts of 3.0 percent. States with fiscal effort at least 10 percent above

the national average were found in all regions of the country, but four of the five States

in the Rocky Mountain region - - Utah, Montana, Wyoming, and Colorado - - were among

them. States with effort 10 percent or more below the national average in effort were
foun2 mostly in the Southeast (MiRsiippi, Tennessee, Louisiana, Flnrida, and Alabama),

and the Far West (IT awaii, California, Washington and Nevada), but also included
Connecticut, bri issouri, and North Dakota. (See Map IV-5.)

Dependence on Federal Aid

State Cepenr3ence on Federal aid to support elementary and secondary education is

reflectel .":-,oth 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

posiLions, with the exception of Georgia and Alabama where in 1980-81 aid per pupil was

r,datively lower than the Federal share of education receipts, and Massachusetts and
Pennsylvania, where the reverse Was true.

States that are relatively heavily dependent on Federal aid, i.e., those that
Loceiva: more than 10 percent of their total receipts from Federal sources, with the
exception of Alaska, :law ail, Delaware, and South Dakota, were located exclusively in

the Southeast and the Southwest regions of the country. (See Map IV-6.) All four

southwestern States and eleven of the twelve southeastern States (all but Virginia) had a

6
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MAP IV-5

STATE-LOCAL EDUCATION EFFORT, 1980-81
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Federal share of receipts 10 percent or more above the national average. States with
relatively little dependence on Federal aid were found in all other regions of the country,

but the heaviest concentration of these States was in New England and the Plains
regions. All New England States except Maine and all Plains States except Missouri and

South Dakota received less than 10 percent of their total receipts for

elementary/secondary education from Federal. aid,

Shift in Financial Responsibility to the State Level

Despite the general shift to the State level in funding responsibility for 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 Far 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 low 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 Table IV-7 for the current State

share and the change in the State share of school receipts over the 1970s.)

Spending Variation Ns
Spending differences among the States generally declined from the late 1950s

through the mid-1970s but that trend has been reversed in recent years. These trends are
evident in Table I1-8 which shows the variation in current expenditures per pupil among

States. Further evidence for the divergence can be drawn from Map ri -7 which
corn pares States on their spending levels in the 1980-81 school year, classifying 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-, average-,

ahd low spending States was fairly close: +23 percent, +26 percent and +21 percent

respectively. In absolute dollars, however, the differences were much greater. High ana
moderate spending States increased real expenditures by an average of $524 and $466 per

pupil respectively, while low spending States increased expenditurei by about $320 per
pupil. Between 1979-80 and 1900-81, the trend toward divergence in expenditures
continued, with high-spending States increasing real spending by an average of $101 per

pupil and low-spending States sharing a decrease in expenditures by an average of about

$4 per pupil.

Several frctors contributed to the convergence in spending differences among the
States through the mid-1970s and the divergence in expenditures during the pest few
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Table IV-7

State Role in School Finance

State Share of Total Receipts for Public Schools

State and
Region

1980-81

Change frog

1971-72

1974-75
1974-75
1979-80

1979-80
to 1980-81

United States 47.02 3.6Z 5.52 .32

Nay England
Connecticut 34.1 2.5 6.5 3.0

Maine 47.4 12.9 3.7 .3

Massachusetts 38.7 2.6 12.3 2.4

New Ram2shire 7.0 .9 - .5 .6

lhode Island 35.9 1.6 4.4 -2.8
Vermont 26.4 - 2.5 ..- 1.2 - .8

Mideast b
Delaware 65.7 3.5 - 3.5 2.1
District of --- --- --- ___

Columbia
Maryland 39.4 2.4 - 4.5 - .6
New Jersey 38.9 6.3 9.7 -1.0
Bra York 39.6 - .7 1.1 .3

Pennsylvania 43.6 1.4 - 3.5 0
Great Lakes

Illinois 37.7 3.7 - 3.4 1.0
Indiana 58.6 2.7 20.9 4.2
Michigan 34.1 6.1 - 4.5 -6.6
Ohio 38.6 6.5 3.7 1.1
Wisconsin 33.0 7.1 - 2.1 - .7

Plains
Iowa 41.2 10.8 .4 - .3
Kansas 43.3 12.1 3.6, 1.7

Minnesota 54.8 8.8 - .4 1.7

Missouri 37.9 1.4 2.1 2.4

Nebriska 15.9 8.1 - 8.4 - .8

North Dakota 42.0 11.4 2.7 -1.1

South Dakota 26.9 - 2.6 8.0 6.6

Southeast
Alabama 63.2 - 2.4 +8.2 -3.7

Arkansas 50.9 2.6 4.2 1.1
Florida 53.7 5.8 - 3.3 .4

Georgia 54.0 3.7 '4.1 -2.4
Kentucky 65.5 - 1.7 16.8

Louisiana 53.6 .6 2.3 1.6
Mississippi 51.6 3.9 .5 0

North Carolina 64.3 4.6 - 3.9 2.9

South Caroltma 52.1 2.3 - .5 -3.1

Tennessee 45.8 8.1 - 5.5 1.2

Virginia 39.9 - 1.5 9.5 .5

West Virginia 59.5 - 5.6 6.2 4.4

Southwest ,

Arizona 42.3 7.1 -' 2.8 2.9

N4V Mexico 63.5 - 1.9 3.8 3.7
Oklahoma 55.9 3.7 8.8 1.5
Texas 46.3 - 1.0 5.1 - .6

Rocky Mountain
Colorado 18.0 16.1 - .6 -1.4
Idaho 57.6 5.2 8.8 6.7

Motes* 44.7 15.4
., 8.7 -2.6

Utah 48.2 1.9 - 2.3 .7

iirolidn4 26.0 - .6 - 6.1 - .8
Far Mist
California 72.9 3.8 50.3 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 / 4.0

Alaska 66.8 5.1 5.7 - .5

Bewail 86.3 - 3.6 .1 1.1

Source: NIA, Istimatts of School ftatistics, 1972-73, 1975-76, 1980-81, 1981-82.
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TABLE IV-8

Variation among States in Current Expenditures
Per Pupil for Elementary and Secondary Education

for Selected Years 1957-1982

Current Expenditures Per Pupil
1

Actual
Constaq
Dollars Range

Ratio of
Highest/Lowest

Coefficient
of Variation

1957
3

$ 300 $1,145 $150 3.08 24.5(24.7)

462

1962 415 1,383 221 2.72 22.7(22.2)

601

1967 573 1,587 339 2.85(2.71) 21.7(19.6)

967(9'18)

1972 970, 1,944 563 2.69 22.8(21.3)

1,513

1975 1,280 2,000 891 2.35 22.6(20.9)
2,095

1977 1,594 2,187 1,085 2.82(2.16) 24.0(19.6)

3,061(2,346)

1979 1,961 2,315 1,301 3.03(2.15) 25.3(19.7)

3,943(2,800)

1980 2,200 2,386 1,470 3.20(2.09) 25.5(19.6)

4,697(3,066)

1981 2,436 2,436 1,425 3.48(2.51) 25.5(21.2)

4,955(3,577)

1
Expenditures per pupil in average daily attendance (ADA). Figures in parentheses

exclude Alaska, Hawaii and the District.of Columbia.

2 Inflated using implicit price deflator for State-local government purchases of goods
and services, 1981=100.

3
Exc1udes Alaska and Hawaii.

SOURCE: 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
Expenditures
Per Pupil

Current Indexed to

Expenditures National

State and Per Pupil Average

legion 1980-81 1980-81

Percent
Change
in Real

Expen4tures
Per Pupil
1974-75 to

1979-80

Dollar Change in Real
Expenditures

Pex Pupil
1974-75 1979-80

to to

1979-80 1980-81

United States $2436 100 +19,3E $4386 $ +50

New England
Connecticut $2934 120' +14.3 $+360 $+ 47

Maine 2152 88 +23.9 +403 + 65

Massachusetts 3186 131 +43.4 +904 +196

New Hampshire 1985 82 +25.7 +380 +422

Rhode Island 2933 120 +16.6 +390 +488

Vermont 1969 81 - 2.2 - 44 + 11

Mideast
Delaware 3117 128 +32.4 +764 - 8

District of 3277 135 +23.5 4448 -132

Columbia
Maryland 2823 110 +17.4 +415 -125

New Jersey 3369 138 +15.9 +434 +215

New 'fork .3577 147 + 1.6 + 52 +252

Pennsylvania 2695

Great Lakes
Illinois 2732 112 +583 + 55

Indiana 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 +317 + f2

Plains
Iowa 2681 110 +25.1 +512 +135

Kansas 2606 107 +29.7 +576 + 96

Minnesota 2857 147 +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 .

Alabama 1425 59 +11.8 +167 -169

Arkansas 1614 66 +17.0 +237 - 15

Plorida 2357 97 +27.3 +486 + 91

Georgia 1791 74 +16.3 +251 - 7

tantucky 1892 78 +47.4 +660 -160

Louisiana 2050 84 +23.7 +389 + 22

Mississippi
North Carolina

1781

2030

73
83

+22.8
+17.3

+321
+299

+ 55
+ 6

South Carolina 1747 72 + 3.8 + 62 + 55

Tennessee 1835 75 +23.7 +346 + 23

Virginia 2242 92 + 9.9 +182 +216

West Virginia 2132 88 +39.6 +585 + 67

Southwest
Arizona 2422 99 +46.7 +820 -151

New Mexico 2234 92 +14.7 +257 +2
2

Oklahoma
Texas

2211
1923

91

79

+30.8
+28.0

+492
+395

+12:4
+11

Rocky Mountain
Colorado 2430 100 +17.7 +357 + 62

Idaho 1778 73 +11.4 +185- - 35

Nbutana
Utah
Wyoming

2595
1903
2448

107

78
101

+53.5
+17.4
+14.6

+875
+263
.43.8

+ 82
+134
- 56

Far Vast
California 2156 89 +20.3 +396 -190

Nevada 2034 84 +18.2 +318 - 31

Oregon 3096 127 +30.1 +883 +143

Washington 2737 112 +35.2 +701 + 44

Alasks 4955 203 +67.8 +2062 -139

2652 109 +55.2 +917 + 74

source: National Education Association, Estimates of School Statistics, 1974-75,

1979-80, and 1.980-8k, end Economic Report of the President, February 1982.
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years, but three stand out in impOrtance. The first is the convergence in fiscal capacity

of States (to the mid-1970s for the ACIR tax capacity measure and to the late 1970s in

per capita personal. income) followed by a reversal of that trend in the last few years.

(Developm ents 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 m any 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 increases in personal
income have occurred in several high-income States of the Northeast and in a number of

eier

high-income, energy-producing States. (See Table I1-10.) 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. After 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 throughout the 1970s, it generally
moved closer to the national average because of the sharp decline in effort in States

..

outside the region. The result was a convergence in tax effort for education. The

divergence 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 ainong 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

i

that equalizing impact. During the lat:e- 1970s, Federal aid grew relatively slowly in real

dollars, and has declined since 1979 (while remaining nearly constant in current dollars).
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Table IV-10

Percentage Changes in fer Capita Income and Education Effort, 1975-81

Percentage Change in RAal
Personal Income Per Capita

State and 1975-1980 1980-1981

legion

Parcentsse Chanee in Fiscal
Effort for Education

1974-75 to 1979-80 to

1979-$0 1980-81

United States + 5.8% -0.7% -0.1%

New England
Connecticut +10.1 +0.2 +1.2 -0.2

Maine + 8.5 -1.4 -0.6 0.0

Mamsachusotts + 8.7 -0.4 -0.4 -0.1

New Vampshire +12.6 -0.3 -0.2 +0.1

node Island + 6.0 +0.1 -0.7 -0.1

+ 3.4 -0.1 -2.0 -0.2Vermont
Mideast
Delaware + 0.4 -1.5 -0.7 -0.1

District of + 1.9 +1.2 -0.4. +0.1

Columbia
Maryland 4 5.8 -0.3 -1.5 -0.1

Maw Jersay + 6.5 40.1 -0.6 0.0

New York + 2.4 +0.7 -1.3 -0.1

Pennsylvania + 4.0 -0.6 -0.6 -0.2

Great Lakes
Illinois + 1.5 -1.4 -0.9 0.0

Indiana + 3.5 -2.3 -0.8 -0.0

Michigan + 5.6 0.0 +0.1 -0.5

Ohio + 6.7 -0.9 -1.0 +0.1

Wisconsin + 8.0 -2.8 -0.3 0.1

Plains
Iowa .

+ 0.9 -2.0 +0.2 -O.;

Kansas * 8.6 -1.6 +0.2 -0.1

Minnssota +.9.7 -0.1 -0.7 0.0

Missouri + 6.8 -0.6 -0.7 0.0

Nebraska + 1.1 -0.6 +0.2 0.0

North Dakota
South Dakota

- 0.4
+ 3.9

+8.8
+1.7

+0.1
-0.5

-0.7

-0.3

Southeast
Alabana + 5.6 -1.0 0.0 -0.6

Arkansas + 3.1 0.0 +0.2 -0.2

Florida + 5.7 0.0 -0.4 0.0 ,

Georgia + 4.0 +0.3 -0.1 0.0

Kantucky + 2.4 +0.4 +0.1 0.1

Louisiana +13.0 +1.4 -1.1 0.1

Mississippi + 6.4 -0.3 -0.2 0.0

North Carolina + 3.4 +0.3 -1.2 -0.0

South Carolina + 3.1 +0.1 -0.3 +0.2

Tennessee + 3.3 +0.7 -0,3 -0.1

Virsinia + 6.3 +0.5 -0.4 -0.0

West Virginia + 3.9 -3.4 0.0 -0.2

Southwest
Arizona + 7.5 -0.3 -1.6 +0.2

New Mazico + 7.6 -0.3 0.0 -0.4

Oklahoma +13.7 +1.2 -0.1 0.0

Texas +11.0 +1.7 -0.2 -0.1

Rocky Mountain
Colorado + 9.7 +0.5 -0.5 0.0

F 3

Idaho + 2.2 -0.1 -0.1 -0.3

. tnntana + 3.2 +2.4 +1.2 -0.2

Utah
Wyoming

+ 1.8
+16.6

...1.9

-2.5

+0.1
+0.3

-0.1
-0.1

c ;

)

Far Wegt
California + 8.9 -0.4 -1.1 -0.4 y

1

Nevada + 5.7 -2.0 -1.1 0.1

Oregon + 5.8 -3.1 -0.3 0.0

% Washington + 8.0 -1.2 -0.9 -0.3

Alaska -11.3 +0.3) +2.4 -0.3

Hawaii +0.9 -0.8 -0.3 0.1

Source: National Education Association, gstimates of School Statlatics, 1975-76,
1980-81, and 198142; "U.S. Department of Comore. News," May 9, 1982,
Survev of Current Business, July 1981, and Bureau of Census, Historical

btatistice, 1977 Census of Governments; and Georg* Masnick and John Pitkin,
-Cohort Projections af School-Aga Populations-for States and'Isgions:

1985 to 2000," prepared for School Financa Project (1982).
*
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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 to
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.

y(See Table IV-11.)

Two factors would appear to explain this development..First a large proportion of
Federal aid is now accounted for by progra ms in which the incidence of poverty is not a

factor in the allocation process. The major categorical program, Title I (now Chapter 1

of e Education Consolidation and Improvement Act), constitutes a declining proportion

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.

De m and and S upply: The M atch/M ism atch bet w een Educational Require m ents and

R esources 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 nange 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 prcisiects 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 primarily on projected changes in the size of the school-age population between
1985 and 2000, with some consideration given bo the likely characteristics of pupils and

to parental choice of public or private schooling. States were classified as high-demand
States when the projected increase in the 5-17,population exceeded 25 percent, or low-,

-55-



/ Table IV-11

Share of mutation Revenues from Federal Sources', 1974-75 to 1980-81

Percent Federal Change in Percent
State and Education Aid Federal Aid

Region 1974-75 1980-81 1975-80 1980-81

United States

Raw England

7.7% 8.2%
,

+1.1% -0.6%

Connecticut 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 4.2 +2.3 -0.7
Rhode Island 8.5 5.6 -2.7 -0.2
Vermont 5.8 6.0 +1.7 0 -1.5

Mideast
Delaware 8.1 11.4 +4.7 -1.4
District of 18.2 15.8 -2.4 _0.2

Colunbis
Maryland 6.6 7.5 +1.4 -0.5
New Jersey 5.2 3.6 -1.2 -0.4
New 'fork 4.6 4.8 +0.3 -0.1
Pennsylvania 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
Minnesota 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
Alabane 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
Louisiana 15.5 11.9 -1.4 02.2
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
Oklahoma 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 0.9 -0.9
NIontena 8.2 8.4 -0.1 +0.3
Utah 8.0 6.8 -1.1 -0.1
Wyoming 6.9 6.1 -1.0 +0.2

Tar West
California 9.3 7.1 +0.1 -2.3
Nevada 5.5 7.3 +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

. 'Hawaii 9.0 11.4 +3.5 -1.1

Source: National lducation Association, Estimates of School Statistics, 1975-76,
1980-81, and 1981-82.
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de m and 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 important
because of their consequences for the match or mismatch between educational
require ments and resources.

The major area of difference between high- and low-demand States is current
levels of expenditure per pupil. (See Table IV-12.) Low-demand States currently tend to
have high expenditure levels (110 percent of the national average or above), while high-
de m and 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 d have an
easier time maintaining their relatively high per pupil, spending levels than high-demand
States will have in raising real spending levels.

A second area of difference is in the fiscal capacity of low-demand and high-
de m and States. The low-demand group tends to be characterized by higher capacity than
high-dem and States. Even when adjustments in fiscal capacity are made to reflect the
revenue potential of States with energy resources, only 62 percent of the high-demand
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 that some
States with high projected demand for education wilrbontinue to have lower capacity to
support education in the future than low-:dem and States with currently larger resource
bases.

States with low or high projected demand for education vary in fiscal effort for
elementary/secondary education. The low-demand States nearly all have moderate or
high levels of elfort, while on the other hand, high-demand States show no pattern on
effort. Should.past. patterns prevail in the future, low-demand States would continue to
exert at least moderate effdrt for ,eduction. High-demand States are likely to be
differentiated by region, with low effort continuing in the Southeast and Far West, and
higher effort in States outside these regions.

Finally, low-and high-demand States differ to some degree in their dependence on
Federal aid, with the low-demand States less dependent on Federal aid. If there are
further 'declines in Rederal aid, high-demand States would be likely to face greater
difficulty in the adjustment process, particularly those with lower levels of fiscal
capacity,



State

Table IV-12

Fiscal Characteristics of States Grouped
by Levels of Growth Projected in the

School-Age Population. 1985-2000

Fiscal Education Percent Federal Current Expenditures
Capacity Effort Education Aid Per ADA

1981 1980-81 1980-81 1980-81

(over 35% growth rate)

Arizona LM H H
Colorado MU H L
Hawaii MH L H
Idaho L MI M
Mississippi L L H
Montana LM* H M .

Nevada H L L
New Hampshire m m L
New Mexico s L* H H
North.Dakota M* L L
Oklahoma M* M m
Ctegon LM H MB
South Dakota L LM H
Texas M* M H
Utah L H L
Wyoming H M L

(25% - 35% growth rate)

4 MH

MH

LM

LM

Alabama L '1, H L
Alaska B B B H
Arkansas L LM H L
California ,H L L L /

Florida M L H M
Kansas M* M L MH/
Kentucky L M H

174

Louisiana L* L H L
Maine L H ME L
Nebraska M M L M
Tennessee L L H L
Vermont L H L L
Washington MH L M H

(5-25% grouth rate)

(15-25%)
Georsp2
Iowa

Minnesota
South Carolina

(5-15%)IndiAW LM
Missouri LM
North Carolina L LM
Virginia M LM
West Virginia L*

Wisconsin

L LM H L
M* ME L H

M H L H
L ME H L

(under 5% growth rate or decline)

Connecticut
Delaware ME*
D.C.

Illinois MB
Maryland H*

Massachusetts MH*
Michigan
New Jersey B5
New York MH5
Ohio
Pennsylvania M*

Rhode Island M5

MR

MB LX

LM

H High (110% or more of the national ,average)
MU Moderate to High (105 to 109% of nalional average)
M Moderate (96 to 104% of nations/ average)
LM Low to Moderate (91,to 952 of national average)
L Low (90% or more below national average)
*1980 index of tax capacity is 10 points or more higher than 1980 index of income
per capita.

Source: Derived from Tablas IV-I, IV-6, rv-li asta E-1.
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Funding Prospects fOr The Fifty Slates
t

States were clAc-cified into three distinct groups based on their funding p&spects.

.(See Map IV-8.) The first group are those where school funding prospects are considered

favorable - - 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

contr.ibute to .education expenditures at levels well above the national average. (See

Table IV-13.) Vfe fifteen States identified as having good prospects are already spending

at high levels. Two-thirds of the State's in this group will face a low increase in demand

for schooling; combined with current high spending levels, they should experience
relatively little difficulty in" financing schools. Most are in the Northeast and north
central parts of the country. An but Oregon have moderate or high fiscal capacity as
mevured by per capita personal income or by the A CIR measure of tax capacity.

Another group, co.mprising. seventeen States can be viewed as having 'average
funding' prospects +I.-expenditures from 91 to 109 percent of the national average. They

,f
are located in tVery region but New England. These States are more 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 educational need vary from' high to low. Fiscal capacity tends to be
moderate wee school tax efforts range from low to 'high. Some States have a heavy
reliance OR Fedeial education aid which' may create funding problems if further cutbacks

occur, but for others the Federg. share is low. The' majority of these States currently

spend, in the low to moderate range; some may experience relative increases in
expenditures in,the future While others m ay have less than average growth.

In a third group of States funding prospects are unfavorable. Nineteen States are
anticipa'qd tb havetxpenditures ten percent or more below the national average. The

_

States in this group share a number of charatéristics. Without exception, these are

states which have had low peryipil expenditures'in recent years. All face moderate tO

high enronm erit growth. Many of these States have a high incidence of children with

special educ'ational needs. Fiscal.capacity, with the exception of Nevada and the
energy-rich States of Louisiana, North bakOta, and Texas, is low. Ten of these:States
have low or moderately low education effort, which suggests less commitment to public

schools. One State,. utah, exerts a very high tax effort, but given its anticipated public
school enrollment growth rate - - the highest in the cpuntry - -:and its low fiscal
capacity, the State "may faF.e school finance problems: nany of the lowest spending

States have the heaviest reliance o Federal aid, which could lead to further funding

fictiligs with, anticipate& declines n, Federal aid.

tif 759-
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State

Characteristics of States

Grouped by Funding Prospects

Projected
Increase in Student Racal Education

Deland Hoed, Capacity Effort

1985-2000 1980 1981 1980-81

Federal
Share of
Education

gglr.ts

Education
Expenditures

1980-81

Funding Prospects are Favorable

Alaska 1114 L H H H

Connecticut L M H L L

Delaware L M KH H

D.C. 1, H H L H

Illinois L M NH M MH

Maryland L L H M LM

Massachusetts L M NH H L

Michigan L M MR H LM

Minnesota M L H H L

New Jersey L H H ma L

New YOrk L H MR H L

Oregon H L UI H MH

Rhode Island L m H LK L

Washington HH L MR L M

Wisconsin LM L H H L

..,

Funding Prospects are Average

Arizona H M , LM H H
m**

California m a L L

Colorado H L MB H L ,V
Florida MH H M L H

Hawaii H L MH L H

Iowa - M L M KR L

Kansas HH L M M L

Missouri LM M LM L .MH

Moatana H M LM* H M

Nebraska MI L M M L

New Mexico H H L* H H

Ohio L M M M L

Oklahoma H M le M H

Pennsylvania L M M MH L

Virginia LM \ M M LM Mil

West Virginia LM H L
* H H

Wyoming H L u* H L

Funding Prospects Are Unfavorable

Alabama 104 H , L L H
ArGeorgia

H. H L LM H\- kansas HH H L LM H
,...--

Idaho H M L MH M

Indiana LM L LM M L

Kentucky 104 H L M H

Louisiana HH H L H

Maine Mil M L IF ma

Mississippi H H L L H

Nevada H L H* Is L

New Hampshire H L M M L

North Carolina LM H L LM H

North Dakota H M le L L

,South Carolina, m H L MN H

South Dakota H H L LM H

Tendessee HH H L L H

Texas H H MI* m H

Utah H L L H L

Vermont lei
.

L L H L `

*States 'where 1980 index of tax capacity is 10 points or more higher than 1980 index of

/Ikons per capita. On tax capacity Montana, Oklahoma and Texas arelilassified as H,
Louisiana, New Mexico and North Dakota as MH, and West Virginia pa LM.

**
California's ranking was reduced from MN to M due to the large 4ocrease in private
school enrollment.

. ,ource: Derived from Tables rv -4 and rv12.
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'iLcuu-lion suggests, there is a very high correlation between current
xprenrliture levels: and. the assessment of funding prospects. There are several reasons

for this strong relationship.. One is that past levels of expenditure and education effort
,ere a m ajur factor in the assessments. For most States, relative levels of spending and
(Hort :v bc rather stable over the past fifteen years. ',there there have been major
shifts, such as the decline in Vermont and increases in 'Nebraska and Eansas in tle last
ten years, they iave often been due to political decisions that are not easy to anticipate,
rather than char.gcs in fisc-c.:2 capacity or enrollrn.en% which are far more predictable.

urthr:r n ore, projecnd increases in the 1111 ber of children and current expenditure
1:ve's terv: to tx2 inversely related. In general, the low-expenditure States are projected

:.we high j_ncreases in school-age children and high-expenditure States to have low
increases or c:eclines. ^hese patterns will, tend to reinforce current spending levels.
3 7. all increases in enrollment ,will make it easier for high-spending States to maintain
those 1ev2.1s, whne learge increases in low-sPending States, many of which are also poor,
e413 rr ake it difficult for those States to close the gap between them and the national
aver age.

Finally, it should he noted that the proportion of the nation's school,age children in

tetes with unfavorable funding prospects is projected to show ,a significant upturn in the
0

future. le 1980,,the nineteen States that coMpose the unfavorable eategory contained
atout 1 9 percent of the 5-17 population. By 1990, the proportion will be nearly one-
ear', en:1 oy 2000, nearly 35 percen t. of the tote:. Should the four States (California,
"isscuri, O'-.i.o, and T -7 est Virginia) which fall. on the borderline betwe7n average and

..

.1 lfavoratle pref.:pests fall bac% below 90 percent o.- national average spending levels, the

:roportien of school-age chil:Iren in the Irfavorae cktegory will exceed 50 percent in
7°90 an.',' rise to nearly 53 percent hy the year 2000.

Caveats :bout State Assessments
,1

The assessm ent of prospects in a nu rri b.-r of States does not appear tobe consistent
wit"i their current fiscal conclition. There are two groups of such States - - those that
arr currently racing severe ravenue chortfalln tyt are considered to have good prospects,
3 n ' others whose current fisce.1 otion appears to be strong, yet are considered to have
a%w-z.lge or poor prospects. T e reason for tiie lack of congruence is that -present
eeerv'ing pattern:: in these States do not reflect their fiscal condition. In one case, hard-

,

.presse' industrial States plus Oregon and ',.:ashingtor. have been able to maintain Iligh
Pxpendlture levels despite the recession. Even if relative expenditures slip somewhat
(an3 that was.hot evident in estimates for the 1981-82 school year) due to Cutbacks or

.-62-
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deferralr, in State aid, they will spend wel3 above average. On the other hand, there are

some States that have the fiscal capacity to support high levels of expenditures but have

chosen either to spend their money on other servicee(California, Nevada, Wyoming) or to

keep all public spending low' (Texas).

The assessment of some States was particularly difficult. In some cases this was
tecause they were at or approaching the dividing line between categOries, especially that
between unfavorable and average. In other States long-term economic prospects are
problematic and that clouds the school funding picture. The States in the first group
were California, :kaine, Missouri, Ohio, Virginia, and West Virginia.. Virginia and Ohio

have fluctuated ar Dune 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 an ;essed as having average prospects. Maine, Missouri and
West Virginia gradually rosP from the low to the high 80s percent of average
expenditures during the 1970s. Because of high projected demand and low capacity,

aine was placed. in the unfavorable category in terms of prospects, but it could move
into the average category. Missouri and West Virginia were assessed ase having average

0

,rospects because of factors that could promote continued upward movement. These

include relatively low increases in demand in both States, a court decision in West
averturning the present funding system, arid approval by the voters in Missouri of

a one percent increase in the sales tax with proceeds going to education. California has
slipped below 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 m al./ react by putting sufficient additional revenues into education to pull
the State back above 90 percent of the national average.

mhe other group of problematic States is comprised mainly of those that have been

hard hit by the current recession. There is some question about the ability of these
states to recover quickly from i effects. In States such as Illinois, Michigan, Ohio,
)Oregon, Pennsylvania, and Washington, where the economies are heavily dependent on
auto ;not-Des, steel, an:' wood products, it is. unclear whether jobs that have been lost over

the past few years will be regained or how long it will take for the States' economies to

adjust to the changes in these industries. However, with the exCeption of Pennsylvania,

dhere expenditures have been affected by the recession, and Ohio which is not a
"igh-npending State, all the other States have been able to maintain relaVvely high
e::penditure levels during the rece-SSion. It wes assumed that they would continue to be
high-spenoing States even if some long-term economic adjpstments would be required.
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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 States,
Michigan and Oregon, currently have spending levels so far above the national average

that it is quite unlikely that they would fall sufficiently to place them in the average
category. Illinois, Ohio, and Washington 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 rlative decline in its expenditure levels
and is estimated to fall further in 1981-82, shows evidence of a decreased corn roitment
to education, and was thus placed in the average prospects group. It could, however,
remain a high-expenditure State, particularly since it is projected to have a continued
decline in its school-age population.

Prospects for school funding could also be considered uncertain in Massachusetts
because of Proposition 2 1/2. However, the situation in the State is similar to that in
Michigan and Oregon. Expenditures are curr4ntly so far above the national average that

even if expenditures should fall, they should remain well above average. Preliminary

estimates 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 1.n expenditures despite reductions in lical revenues due
to 2 1/2.

Final R e m ar ks

A few final observations about the States are in order before profiles that explain
each State's funding proLpects are presented. In considering the potential resource bases

available to States to finance elementary/secondary education, it should be noted that,
for a variety of State-specific reasons, 90M e States do not tap both of the major State
revenue sources - - broad-based personal income taxes and 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 inca m e
tax fall into all three categories in terms of school funding prospects. Two of the States
without a sales tax fall into the favbrable prospects group. In times of economic stress,

States without one of the major taxes may be particularly hard-pressed to maintain
revenue collections. In the long term, however, the revenue bases in States with
favorable prospects should be sufficiently elastic to justify that assessment, since their
fiscal capacity is average or above. 0



A nu in ber of States face constitutional or statutory limitations on revenue levels or

growth rates in revenues at the local or State levels or both. Other States have indexed
their 'State income tax in order to limit increases in revenues that result from "bracket
creep" due to inflation. A mong the States with indexing provisions in the favorable
prospects grnup are Wisconsin, :iinnesota, and Oregon. Again, in the short run, these
constraints on revenue increases may limit a State's ability to provide financial support
for scols, but in the long-run, they do not, on alance, appear to diminish what appear
to be favorable funding prospects.

.'.nother factor that might affect th,e aye:lability of funds in some States is the
recent trend in the size of the public sectok. For a number of these States, real
cxperliturc per capita Pave either declined or grown at a below average rate in the late

1070s on early 1980s. Should that continue, it could lead to greater competition for funds

among all pyblic c,eryices.. This might be particularly important in States such as Hawaii

an2 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.

Finally, our assessment of prospects has essentially viewed each State as an

e.ntity. Because education is provided in local districts with much local effort, this
apprcach is not sensitive to Variabity in funding prospeCts within States. In this context
it is irr portant to note that in only two States witIT favorable funding prospects did the

tate provide over 50 perc,2nt cf the receipts for elementary/Secondary education in
zchool year 1980-81 and the rest (excluding Alaska, and the District of Columbia)
provided Jncler 40 percent. For States with unfavorable funding prospects the

proportions were nearly reiers. d. States that rely heavily on local revenues for
schooling often have wide variations in interdishrict spending and a strong relationship
1-_,etween local property wealth and levels of spending. This suggests that within the
States with favorable fundin3 Rrospects, there will be school districts where the funding

picture is not as bright as.. the overall State picture: For one grup of istrictsthose
sewing large dities,.the prospects for funding are analyzed in a supplement to this
report.

a
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Appendix A

THE COMPOSITION OF THE REGICNS

NEW ENGLAND SOUTHEAST

Maine Virginia
New Hampshire West Virginia
Vermont North Carolina
Massachusetts South Carolina
Rhode Island Georgia
Connecticut Florida

Kentucky
Tennessee

MIDEAST Alamama
.New York ,MiSiissippi
New Jersey Arkansas
Pennsylvania Louisiana
Delaware
Maryland
District of Columbia SOUTHWEST

Oklahoma
Texas

GREAT LAKES New Mexico
Ohio Arizona
Indiana
Illinois
Michigan ROCKY MOUNTAIN
Wisconsin Montana

Idaho
WyoMing

PLAINS Colorado
Minnesota Utah
Iowa

Missouri
North Dakota FAR WEST
South Dakota Washington
Nebraska Oregon
Kansas California

Nevada
Alaska
Hawaii

41.

4
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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 fcc each
State and Census Region for five-year intervals between 1985 and 2000. They were
based on the 1980 Census of Population.

Certain key assumpticins affect the projections for each State. The authors
assum ed that the increase iri rates Of fertility that began in 1975 will continue to 1985.

Thereafter, fertility levels were held constant. Fertility rates were determined for each
State based on the age diVibution 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 State's
population. Atjustments for the Census undercount of population and for variations in
the migration rates of each State were also undertaken.

The fertility assumptions led to the following estimates for children under 18
throughout the nation: 1) For the 0-4 age group, thrrmber will rise until 1990 after
which a decline will set in because the large cohort Of women born between 1955 and
1960 will be over 30 and beyond their prime reproductive years. They will be followed hir

children of the baby bust generation, i.e., a relatively smaller number of womem borCn
between 1962 and 1975. 2) For children between 5 and 13, a substantial growth 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 between 1985 and 2000 are already born and overall'decline during the 1985-90

period reflects the impact of the baby bust generation.
Limitations. Assumptions about likely demographic trends for the decade of the 1980s
were determined and these trends were assumed to hold for the 1990s 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 goetrin

the prolection period the more unrealistic .is the assumption that the demographic
patterns will be constant. Variations in migration rates and fluctuations iry fertility rates
will introduce egors into the projections. The authors believe that holding fertility
constant after 1985 will undoubtedly prove to be inaccurate.



.,

Assumptions for some regions and States appear particularly problematic and may

greatly affect the projections. The apparent past growth in population in the East South

Central Census region stems in part from the reduction of the Census undercount

between 1970 and 1980. Howeyr, the authors did not reduce the projections to tak6 that

into account becaue they believe that the in migration rate to that region will be high

because the low wage levels there will attract jobs. It is unclear why those low wages

have not led td such increases in jobs and higher inmigration in the past but should do sz)

in the future. Projections for Mississippi proved to be the most difficult for several
'..

..reasons. Its very high fertility rate was assumed to continue throughout the period. If

the fertility rate declines, it will have a major impact 'on projections of schoolage

population in that 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 aboyt changes in

the growth rates for the States in this region as arbitrary: they have slowed the observed

growth rates in Colorado, ArizOna and Nevada and bposted the growth rates in all other

States in the region except Wyoming.

emographic trends for New York State were used to mode/ future trends for New

Jersey and Pennsylvania as well. That could have the effect ol overstating the
«

magnitude of population loss in ' New Jersey and Pennsylvania. For Florida, the

am mption vias made that the immigration rate _will be half of what it was in' the 1970s.

If this assumption proves wrong, then that State's population projection Will be in error.

Population figures for- 1980 1)resented in tattles 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 undercount.

Therefore, 1980 population should not be compared to the projections for'the later years,

because such a comparison would overstate the amount of growth (or understate decline).

,
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Appendix Table 1-1

Projected School-Aga Population, 19854000
(thousands)

State and-
Region 1985 1990 2000

United States

Haw England

44,880.0 47,259.1 53,026.6

-Connecticut e 541.8 505.7 507.3
Maine 232 .3 245.9 297.9
Massachusstts 980.7 941.3 1,001.5
New Haapshire 194 .8 215,1. 287.3
node Island 160.4 156.8 168.3
Vermeils

ltideast
104.7 112.7 136.5

Delaware 109.7 108.1 104.3
District of 77.0 63.6 48. 9

Columbia
Maryland 776.0

,
758.8 749.0

New Jersey 1,301.1 1,211.8 1,134.2.
New 'fork 2,987.9 2,760.1 2,513.6
Pennsylvania 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 2,01.4 1,947.9
Wisconsin 944 .1 998.6 1,062.2

Plains .

Iowa 577.5 622.8 667.5
Kansas 468.1 463.; 522.7
Minnesota 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

Southaast .

Alabans 855.3 920. 2 1,092.1
Arkansas 517.5 573.1 670.2
Florida 1,682.4 1,834.6 2,164.6
Georgia 1,178.3 1,215.8 1,382.0
Kentucky 809.3 886. 9 1,06.3
Louisiana 976 .5 1,099.5 1,314.1
Mississippi 621.7 772.4 964 .1
North Carolina 1,172.0 1,181.0 1,309.0
South Carolina 679.8 711.3 , 809.9
Tennassoe 970.0 1,037.9 1,247.3
Virginia 1,029.3 1,040.9. 1,149.5
Vest Virginia 413 .5 421.9 435.8

Southwest
Arizona 604 .3 700.0 946.4
New Mexico 315.5 368.4 463.3
Cklahose 657.6 750.5 903.1
Texas 3,310.1 `k 3,755.5 4,815.4

Rocky Mountain -

Colorado 597. 0 670.2 870.9
Idaho 250.6 303.2 395.7

'lints= 173.9 199.8 236.4
Utah . v 445.9 585.7 816.3
Wyoming -. 121.7 158.1 21.5

Par Vest
California 4,523.3 5,009.2 5,988.4
Nevada 161.7 187.3 259.6
Oregon 5753, 679.5 . 896.6
Washington . 852.5 912.0 1,077.4
Alaska . 93.0 101.2 118.7
Hawaii 199.8 224.5 281.5

Source: George Musick and Johs Pitkin, "Cotart of School-Age Populations for
suites and gasions," prima:ad for the School !Inane. Project (1982).
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Appendix C

INDEX OF STUDENT EDUCATIONAL NEED

Three characteristics of the school-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) the percent
of public schcol enrollment estimated bo have limited-proficiency in English. These

factors were given special consideration since the provision of resources for these target
group porlations has been a concern in several pieces of Federal education legislation.

Aft,r the proportion of children 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 limited-English children) on each dimension. On the poverty measure,
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, g

poverty concentrations were 11.9 percent or below. On the handicapped measure, States
were clagnified as high, moderate, and low if the incidence of children was respectively

10v0 percent and above, between 8.0 and 9.9 percent, and below 8.0 percent. Finally, on

the measure of limited proficiency in English, States were classified as high when their
incidence of children exceeded 10.0 percent; moderate, between 4.0 and 9.9 percent; low,

between 0.5 and 3.9 percent; and non-existent, when data were not available on this
measure. The table that follows shows the range on each of the, classifications, the
nu m ber. ot States in each clagnifiration and the weighting agdgned to 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 handicapping that
tends to be more evenly distributed across the population, States and kcal jurisdictions

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 pedagogical practices than of incidence of need.
Poverty is a oOndition of the student population over which policymakers and
practitioners have m uch kas control. Finally, the proportion of Federakfunds allocated
for each of the special needs groups is much higher for poverty than for the other student
needs 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 Sajor focus of Federal education policy.

Each of the other special needs populations was aSsigned a score based on probable
education cost differences in serving them. Because the cost of serving most
handicapped children is generally higher than for "average" Children, higher scores were
given to each category for the handicapped than for the limited-English profigient. For
services for limited-English-proficient children, there is less agree m ent about the cost of
services, so such children were counted less in the index than either the poverty or the
handicapped classification.

The scores ranged from a low of 6 to a high of 14. A total score from 11.5 to 14 on
the index classified a State as high need; 8.5 to 11 as moderate; and 6 to 8 as low. These

SP

cutting points were established so that one-third (17) of the States were clagnified in
each category of composite need. Table IV-4 in the text shows that there it 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 Pattern - - Connecticut and
New Jersey, both in States that are at the margins of different categories of
clAcification. C'onnecticut 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 incidence of handicaPped children.

A



Appendix Table C-1

r

Classification of States on Educational Need

4

POVERTY HANDTCAPPPED LIMITED-E GLISH

Range States Weights Range States Weights Range Stkes Weight:

High 15.Q% 16 3 10.0% 16
& &

Above Above

.o-

1 Moderate 12.0- 17 2 8.0 22.
14.9% 9.92

Low 11.9%, 18 l 8.0% 14

. Belo Below

Non-Existent

Source: See Appendix Table C-2

:

4 10.0% 6

&
Above

3 4.0- 7"

) 9.9%

2 0.5- 30
3.9%

J.

No data 8

2

0
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Appendix Table C-2

State and
eaion

Composite Index of Student

Percent

Percent Children
Children Salved as

in Pol.mrty Handicapped
1980 Fall 1979

EducatioUal Need
Percent'
Limited-
English-
Proficient Index of

Children Educational
Tell 1980 Need

Classification
on Educational
Need Index

United States

lird England

15.2 9.2 5.8

Connecticut 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

New Hampshire 8.3 5.3 .3.1 6 Low

Rhode Island 12.7 9.8 4.5 10.5 .Moderate

Vermont 11.8 10.3 2.2 Low

Mideast
Delaware 15.9 11.4 2.4 11 Moderate

District of
Coluabia 25.4 2.5 2.5 12 High

Maryland 11.6 11.6 2.2 8 Low

Hew Jersey 13.4 11.0 6.3 11.5 High

New Tork 18.1 6.7 14.3 13 High

Pennsylvania k3.6 8.9 3.1 10 Moderate

Great Lakes
/11inois 14.6 10.7 3.9 11 Moderate

Indisna 10.9 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
Iowa 8.9 10.6 1.0 8 Low

Kansas 9.8 8.7 1,8 7 Low

Minnesota 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
Alabama 21.5 9.4 * 12 High

Arkansas 22.2 8.9 * 12 High

Florida 16.7 8.6 5.9 13.5 High

Georgia 20.3 9.2 1.0 13 High

Sams ucky 22.3 9.5 * 12 High

Louisiena 23.8 9.9 5.0 14 High

Mississippi 31.3 8.5 * 12 High

North Carolina 17.4 9.5 * 12 High

South Carolina 19.3 11.2 * 13 High

Tennessee 21.3 10.6 * 13 High

Virginia 13.4 8.5 1.3 10 Moderate

West Virginia 17.3 8.5 * 12 High

Southwest
Arizona 14.2 9.3 15.0 114 Moderate

New Mexico 21.2 7.2 25.4 13 High

Oklahoma 14.4 10.1 2.6 11 Moderate

Texas 18.4 8.8 18.0 14 High

Rocky Mountain
Colorado 11.0 7.9, 6.3 6.5 Lox

Who 13.3 8.6 2.7 10 Moderate

Wotan& 12.7 7.8 2.0 9 Moderate

Utah 9.7 10.5 2.2 8 Low *

Wyoming 6.8 9.3 2.1 7 Low

Fer.West
California 13.8 8.7 14.1 11 Moderate

Nevada 9.3 7.3 3.6 6 Low

Oregon 10.6 8.4 2.1 7 Low

Washington 10.8 6.7 2.2 6 Low

Alaska 9.6 9.0 6.7 7.5 Low

Hawaii U. 6.2 12.4 7 Low

*Not available. 4,

Sources: U.S. Department of Commerce, Bureau Of the Census, 1980 Census of Population

and Housing, Provisional Estimates of Social, Economic, and Housing
qk

Cheracterietics, Nepott I rile 80-SI, WashiWgton,10.C., March 1982;
Department of HEW, National Center for'Educational Statistics, unpublished
data; Oxford, Rebecca; Pol Louis; Lopes, tWvid; Stupp, Paul; Peng, Samuel;
end Sandell, Murrai. Chop. in the Number of Non -Engliih Leaguer Back-
ground and Limited Inelleh Proficient Pergolas in the U.S. to the Tear 2000:

Associates.19811Marmlictlmati!ykiLibe_Wik. Roselyn, Va. Inter-America Research
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Appendix D
s

PRIVATE SCHOOL ENROLLMENT TRENDS .

i ,
'Estimates of changes in private school enrollments by Census and the National

Center for Educational Statistics (NCES) for the period from 1970-71 to 1980-81 are
consitent in over 80% of the States. Only in 8 States do estimates differ in the
direction of change. The N C ES estimates growth where Census estimates decline, in 7
States: Arizova, Kentu4ky, Louisiana, New Mexico, Texas, Weqt Virginia, and Wyoming.

The estimates are reversed for Mississippi.

-

There are significant differences in the estimates, however, in the magnitude of
1

the change. N C ES estimates lower declines in private school enrollments than Census in

21 States, while the reverse is true in only four States. In States where private school ,

\. enrollments grew, NCES estimates higher growth rates in 14 States, while Census
estimates show higher growth radl'in only 3 States. The accompanying table shows the
States in each of these categories.

.,.

t

1.

4.

o.

-

r
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Appendix Table D-1

comp arison of Estirn ates of Change in Private School Enrollm ents
by Census and N C ES, 1970-1980

N C ES Estimates Show
Low er Decline than
Census Estim ates

Connecticut
Maine
Massachusetts
New Hampshire
R hdde Island
M aryland
New Jersey
New York
Pennsylvania
Illinois
Indiana
Michigan
Ohio
W isconsin
Kansas
Nebraska
North D .)cota
South Dakota

NCES estimates show
Higher Decline
than Census Estim ates

Ver m ont
Iowa
Minnesota
Missouri

N C ES Estim ates Show
Increase in Enrollment
Census Shows Decline

Kentucky
Louisiana
West Virginia
Arizona
New Mexico
Texas
Wyoming

11.

N C ES Estimates show
Decrease in Enrollm ent
Census shows inbrease.

Mississippi

-77-
I

N C ES Estim ates Show
Higher Increase than
Census Estim ates

Delaware
Arkansas
Florida
Georgia
North Carolina
Tennessee

" Virginia
Utah
California
Nevada
Oregon
W ashington
?flasks
Hawaii

.
,N C ES Estimates Show
Lower increase than
Census Estimates

Alaba m a
South Carolina
0 klahom a



Appendix Table D-2

Private School Enrollment 1970-1980

State and
Region

Percent Private School
Enrollment

Spring, 1980 Fall, 1980
(Census) (NCES)

Change in Private School Enrollments
Spring Fall Fall
1970-80 197040 1976-80
(Census) (NCES) (SCES)

c.4
v"..1

;

I .1

United States

Maw England'

Connecticut
Maine
Massachusetts
New Hampshire
Ehode Island
Vermont

Mideast

Delaware
District of
Columbia

Maryland
New Jersey
New Fork
Pennsylvania

Great Lakes
Illinois
Indiana

Michigan
Ohio
Wiscopain

Plains
Iowa

Kansas
Minnesota
Missouri
Nebraska
NorthIlakota

South Dikota
Southeast

Alabama
Arkansas
Florida
Georgia

Kentucky
Louisiana
Mississippi
North Carolina
South Carolina
Tennessee
Virginia
West Virginia

Southwest
Arizona

''^e. New Maalco

Oklahora
Texas

Rocky Mountain
' Colorado
t Idaho

tbntana
Utah
Wymming

Far Wert-
California
Nevada
Oregon
Washington

Alaska
Hawaii

10.7%

13.1

5.5

11.4

9.3

15.5

6.7

17.0

16.1

12.5

14.3

15.3

17.4

14.5

, 9.4

8.3

12.8

15.2

9.7

7.2

11.6

13.0
11.6

7.6

5.4

10.7

5.1
11.1
8.7

9.3 .

15.6

11.7

5.4
8.8
8.6

7.0
4.1

6.0
5.8
4.5
5.2

6.1

3.1

4.5
2.1
2.6

10.6
5.5
8.0
6.5
3.0
17.3

11.0%

14.4
7.4
12.1
11.0
16.8
7.3

19.2
17.5

12.5
15.8
16.4
17.6

15.4
8.7
10.4
12.1

16.4

9.4
7.7

10.7
13.4
12.4

8.3
7.8

7.7
4.0
12.0
7.3
9.6
17.6
9.5

4.9
7.4
7.8

7.0
3.2

7.3
6.6
2.8
50

6.1
2.9
4.7
1.6
3.0

11.2
4.3
5.7
6.9
4.2
18.4

-11.4%

-21.5

-10.7

-43.1
-37.6
-31.4
:37.6

+16.8

0.0

-12.3
-29.3
-28.4
-22.5

-24.1
-12.5
-40.9

-21.8
-21.8

-19.2

-18.2
-16.3
-10.4
-26:0

-24.6
-35.0

+78.6
+33.3
+35.9
+83.5
- 8.4
- 0.3
+60.8-

+33.7
+83.7
+65.3

+ 3.8
- 6.7

- 7.3
- 1.8
+56:8

- 4.9

-11.4
-21.3
-46.7
+15.2
*16.7

+23.7
+95.3
+ 6.3
+ 1.8
+ 8.0
+50.9

- 2.2%

-17.3

- 9.1
-29.1
-24.9

-19.5
-37.8

+25.6
- 6.2

- 7.7
-11.2
-22.1
-18.9

-19.1
- 7.1
-19.4
-16.4
-14.9

-22.0
- 2.0
-23.4
-22.5
-11.1

-11.0

-10.2

+44.9
+54.3
+82.3

+157.6
+12.9
+17.4
-25.5

+104.3
+60.0
+109.4

+15:6
+ 7.5

+35.2
+33.0
+30.0
+23.6

- 0.6

- 5.4
-30.1
+17.5
+34.0

+52.9
+123.7
+ 8.8
+23.0

+582.2.
+10.6

- 3.4%

- 5.9
- 5.0
- 7.4

- 3.2
- 1.6
-16.4

- 6.5
- 6.2

- 9.2
- 3.9
- 9.5
- 9.3

- 4.9
- 5.5
- 3.3
- 2.8
- 9.3

-14.7
+ 3.1
- 5.9
- 2.4
- 5.8

-17.8
- 6.8

- 8.5
- 4.2
+ 1.9
+ 1.4
- 1.9
+ 2.2
- 7.4

- 3.3
- 6.3
- 1.4

+ 1.7

- 9.6

4.1
7.1

1.0
4.3

- 6.3
+ 0.6
-12.1
+ 7.8
-12.4

+ 9.7
+13.0
+ 9.7
+ 1.3
+16.0
+ 7.7

Sources: U.S. Department of Commarce, 1980 Census of Papulation and Housing, Provisional
/ Estimates of Social, Economic, end pouslomMerecteristics. States ssul
Metropolitan Areas. PEC-80-61-1; snd National Center for Education Statistics,
Tape from Universe of Private Sctriol Surveys 1976-81.
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Appendix E ,

STATE FISCAL TABLES

The following' supple in entary fiscal tables are'included as resource information for

the report. .

Appendix Table E-1 Personal Income and Fiscal Effcct fcc Education

Appendix Table E-2 Federal Revenues,and Current Expenditures for Education,

C°

1980-81
k

\
-.....,/

c

.
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Appendix Table E-1

Peiional Lncose and Fiscal Effort for 2

Elementary-Secondary Education

Stata and
Region

1981

/arsoital Incoes-Per Capita EffOrt for Education

*1981

Percent of
National
Average 1981

Percent of
National
Average

',United States $10,517 100 4.1% 100

New England
Connecticut ' 12,995 124 3.6 87

Maine 8,655 82 : 4.6.. 112

Massachusetts 11,558 106 4.7 115

New Hawshirs 10,073 96 4.1 100

Rhoda Island 10,466 100 3.8 93

Versant 8,654 82 4.7 115

Mideast .

Delaware 11,279 107 4.3 105

District of
.

13
,
487 128 3.3 80

Coluxbia
Maryland 11,534 110 4.0 98

New Jersey 12,115 115 4.5 109

New York 11,440 109 4.7 115

Pennsylvania 10,373 99 4.3. 105

Great Laias
.

Illinois 11,479 109 4.2 102

Indiana
Michigan

9,656

11,009

92

105

4.0

4.7

99

114
C )

Ohio 10,371 99 4.0 97

Wisconsin
...

Plains

10,056 96 5.1 . 124

Iowa ' 10,149 97 4.4 107

Kansas .., 11,870 103 4.2 102

Minnesota 10,747 102 5.4 132

Missouri 9,876 94 3.7 90

Nebraska 10,296 98 4,.2 102
4

North Dakota 10,525 100 3.7 89

South Dakota 8,79a 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 85 3.9 95

Ientucky 8,455 ' 80 4.0 97

Louisiana 9,486 90 3.6 88

Mississippi 7,256 69 3.7 . 90

North Carolina 8,679 83 3.8 93

South Carolina 8,050 77 4.4 107

Tonneaus 8,604 82 3.7 89

Virginia 10,445 99 3.9 95

West Virginia 8,334 79 4.6 112

Southwast
Arizona 9,693 92 4.6 112

Noy Mexico 8,654 82 5.1 125

Oklahoma 10,219 97 4.2 102

Texas 10,743 102 4.1 100

Rocky Mountain
Colorado 11,142 106 ,4.6 11.1

Idaho 8,906 85 4.4 107

Montana 9,676 92 5.2 128

Utah 8,307 79 5.8 143

Wyouing 11,780 112 4.9 120 4

Par West
California 12,057 115 3.0 73

Nevada 11,633 111 3.0 73

, Oregon 9,991 95 4.9 120

Washington 11,266 107 3.7 90

Alaska 14,190 135 7.3 178

Hawaii 11,096 106 3.7 di- 89

Sources: National Education Association, Estimates of School Statistics. 1981-82 and

Bursau of Economic Analysis, "Department of Commerce New," May 9, 1982.
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Appendix Table E-2

Indices of
Federal Revenues and Current Expenditures

foi Education 1980-81

Federal Share of Education
Receipts

Current Iftpenditure Per
. Pupil

ate and
gion 1980-81

Percont of
National
Average 1980-81

Percent of
National
Average

vs.d States 8.2% 100 $2,436 100

Niw Aland
Connaelicut 5.7 70 2,934 120 '

Maine lo 8.8 108 2,152 88
MassacOletts 7.0 86 3,186 131
New Hampshire 4.2 51 ;,985

..,

82
Rho& Island 5.6 fok 2,933 120
Vermont 6.0 73 1,969 81

Mideast
Delaware .11.4 14D 3,117 128
District of 15.8 191 3,277 135
Columbia

AMaryland 7.5, 22 2,673 110
New Jersey 3.6 '44 3,369 138
NeW York 4.8 59 3,577 147
Pennsylvania 7.3 90 2,645 111

Great Lakes
Illinois 8.8 108 2,732 112

Indiana 3.4 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

Minnesota 5.5 67 2,857 117

Missouri 8.9 109 2,108 87 CI
Nebraska 7.3 89 2,358 97

North Dakota 7.3 90 1,934 79

South Dakota 12.9 158 1,760 72
Southeast
Alabama 14.4 117 1,425 59
Arkansas 13.9 170 1,614 66

Florida' ' 10.0 122 2,357 97 r,

Georgia 10.8 132 1,791 74

Kentucky 11.7 143 1,892 78
Louisiana 11.9 146 .2,052 84

Mississippi 23.4 286 1,781 73
North Carolina 13.2 161 2,04 83
South Carolina 13.3 163 1,747 72

Tennessee 13.0 159 1,835 75
Virginia ,--8:7 106 2,242 X 92
West Virginia ` 11.1 135 2,132 88

Southwest
Arizona 10.5 129 2,422 99
New Maxico 15.2 186 2,234 92
Oklahoma 10.8 133 2,211 91
Texas 10,0 122 1,923 79

Rocky untain
orado .6.0 74 2,430 100

daho 7,..., 7.9 ' 97 1,778 73
Mbzotama 8.4 103 2,595 107

Utah 6.8 clit 1,903 78

Wyoming 6.1 74 2,448 101

Far Wiest

California 7.1 87 2,156 89

Nevada 7.3 90 2,034 84

Oregva 8.7 107 ' 3,096 127
Washington 8.4 103 2,737 112

Alaiks 12.5 154 4,955 203
Hawaii 11.4 .140 , 2,652 109

r

'Source: 'National Education Association, Estimates of School Statistics. 198142.
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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. preparingl the projections involves: (1) statistically

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

1978-79, and 1979-80; (2) projecting the values of relevant independent

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 ooefficfents derived from the statistical estimation (1).

The approach to projecting expendituies tqC0J0990 uses only a single

equation for per pupil: expenditures. Response_ coefficients for variables'

based on 'the pooled equations. from 1977=78 to 1979-80 were need. An

rrhation of the Oeriod prior to 1977 reveals that most relationships are

essentially the same throughout the decade. One important finding; however,

is that responsiveness of State school spending to4Federal aid appears to have

been substantially greater in the more recent period.

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,ProjecL

Enrollment projections are derived from these population projections by

assuming enrollment changes to be proportionate to changes in the population

in the relevant age groups. Income and composition of production are.from the

Bureau of Economic Analysis (BEA) projections. Projected income is adjusted

bo be,consistent with 1980 BEA income data. That is, projedted increases in

income- in 1985 and 1990 are calibrated in relation tO actual incpme in 1980.

et.
-82-
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No changes 'in the relative, index of instructi-Onal salariies among the

States are projected. We assume that the observed differentials among States

in 1980 will prevailjn 1990.

Three alternative assumptions regarding Federal aid are used in, the

projections of expenditures. One assumes the 1980 real level of Federal

grants. Another is a revised set of estimates of the current administration's

budget proposals. These are based essentially on the OMB'sooMaior Themes and

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

and information from the Catalog of DoMestic AsLstance, Special Analysis H on

Federal Aid to States and Local Governments of the Special Malyses, Budget of
p

the U.S. Government, and data provided to us by the U.S. Departments of

Education and Agriculture, were used to estimate the proportionate decrease of

the nominal magnitudes of the Federal- aid variables used in our regression

equation. Then, we apply the administration's estimated inflation rates' to

convert the nominal declines into real declines Comparable with the 1980

levels of ail. The OMB report does not extend its prolections to 1990.

Generally, for 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

proposed figure appears in the volume.

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 occur.

The following schedule shows the proportions of Federal grants in 1980

assumed to be in effect in 1985 and 1990 according to the two alternative

assumptions regardihg declines in grants.

D.,10
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Federal School Grants

ESEA
Handicapped Aid
Vocational Aid
Food/Aid
Impact Aid

Federal Nonschool Grants

State General Revenue Shetring
Local General Revenue Sharing

1985/1980* 1990/1980*

Admin. Moderate

.40 .55

.56 .64

.46 .59

.72 .84

.33 .46

0 0

.71 .71

Admin. Moderate

.40 .55

.56 .64

.46 .59

.85 .99

.33 .45

.0

.71

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

0

.71

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 handicapped aid. ESEA is

distributed among States on the basis of the number of children 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 ESEA

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,

projections, jImpact Aid is estimated from fiscal 1982 ka,ctual distributions

which do not fully incorporate 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 equation used bo derive the response coefficients for the
,

,projections 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 currerit'

-84-
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expenditures pPr enrolled pupil. ,The equation, presented in Appendix Table

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

over the three year period.

2. The independent variables include measures that reflect variations in
-*-

ability to pay, spatial tax shifting capacity, school costs and needs; local

government structure, and Federal aid. All variables are statistically
tv,

sighificant and have the expected signs: per capita income is positive as are

shares of state personal income that represent a .potentially exportable tax

base ,(mining, manufacturing, and wholesale trade). Tv° factors associated

with higher sChool costs, an index of teacher salaries and the proportion of

pupils at secondary leve/; are positively associated with expenditures. The

ratio of public school pupils per capita, a measure of school fisdal burdens

bear the expected negative sign as regards expeftitures per pupil. Enrollment

size also has a negative effect, while annual percent change in enrollment is

positive. Greater reliance on State over local sources of. revenues for

schools has a ne9ative effect on total school spending.
4

Finally, the Federal aid variables both for the education programs

specified oni. the previous page and for revenue sharing are associated 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 per pupil. Average

per capita State and local revenue sharing in 1980 amounted to $30. Thds

small amount is, in itself, not likely 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 effect. Per

capita revenue sharing is higher if State/local spending effbrt is greater so

there probably is a positive ath*sociation between per pupil school expenditures

and the amount of revenue sharing per capita. Thisiwill 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 indicate

the effect o'f revenue shating.



3. The 1:oeff. :ients are derived from a regression Weighted by

enrollments. This has the effect of giving more inflUence in determining

coefficients to States containing more pupils. Vie consequence is that the

equation will better explain the determinants of expenditures for more pupils,

since it gives additional weight to the States with greater numbers of pupils

in the estimaticn of the coefficients. See Appendix Tables F-1 and F-2 for a

preliminary model of expenditure

of selected variables.

determinants and the average unweighted value

\s,

4. The actual projections 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 shires of mining,

manuafacturing and wholesaling cgre from BEA projections. Enrollments 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 same 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 Federal aid; the second projects moderate aid

reduction along the lines .of current proposals, but with less stringent

cutbacks than in the Administration's original fiscal year 1983 proposals; the

+.11irri set projects 1c'90 Fe0era1 aid levels as closely as possible to the

rechactions oont.,inPi in thr, 1 q13 Administration proposals. mhese two lattPr

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.

Hetults 'At

\,\

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
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Appendix Table F-1

Econometric Projections of Educat ion Expenditures

Preliminary Model

DEP VARLABLE: EXTOP =4 Current Expenditures Per Enrolled Pupil

SUM OF MEAN
IfSOURCE OF SOUARES SOUARE F VALUE PROB>F

MODEL 12 20695706085 1724658840 124.662 0.0001
ERROR 137 1895351693 13834683
C TOTAL 149 225912576138

ROOT MSE 3719.500 R-SOUARE O. 9181
DEP MEAN 1866.685 ADJ R -SO 0.9086
C.V. 199.257

0PARAMETER STANDARD T FOR HO! ,VARIARLE
VARIABLE OF ESTIMATE ERROR PARAMETER'r0 PROS > ITI LABEL

INTERCEP 1 -2353.289 439.157 0.0001 INTERCEPT
IC631 0.101097 0.018871 5.357 0.0001 PERCAPITA PERSONAL INCOME,
PI340 553.832 65.396477 8.469 0.0001 INDEX INST. STAFF 54L.

.PR64I 12.304382 4.148855 2.985 0.0034 PERCENT HINE PRIV PRODPR642
PR644
ER5000

1

1

5.486926
31.097228
26.174521_

1.697571
9.520055
9.444432

, 3.232
3.266
2.771

.0.0015
0.0014
0.0064

PERCENT 44NU PRIV PROD
PERCENT WHOLESALE,TRADE
PICT CHANGE IN ENROLLMENT

ER502 53.720444 9.185004 5.849 0.0001 .PERCENT NIGHSCHOOL:ENROLLMENT
ER5OT -25.748034 10.627231 ".2.423 0.016T ENROLLMEMT RATIO'FA770C 13.737775 . 3.331960 4.123 0.0001 PER CAPITA S/L REV SHARE
SR851 -.4.734064 1.103494 -4.290 0.0001 ST SHARE OF S/L REV FOR LOC SCHFA771P
ER500

1.493830
-0.037109

0.359432
0.011108

4.156
-3.341

0.0001
0.0011

S/L FED AID FOR LOCAL SCHOOL
TOTAL,PUBLIC FALL'ENROLLMENTS
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Appendix Table F-2

Average Unweighted Values of Selected Variables

Variables

IG631 - Per Capita Personal Income
PR641 - Percent Mine Priv. Prod.
PR642 ercnet Manu. Priv. Prod.
PR644 - r>ercent Wholesale Trade
ER500D - Percent Change in Enrollment
ER502 - Percent High School Enrollment
FR507 Enrollment Ratio
ER500 -\\Enrollment (in thousands)

Federal Aid

770 - Revenue Sharing per
Capita

771 School Aid per Pupil

1980

Actual

1990

Estimated

$91' $12170
3.5 3.5

28.1 27.4
7.8 7.2

-2.2 0

32.9 30.4
18.9 17.1

829 828

1990 Estimates
1980 Estimated Moderate Extreme

Actual 1980 Levels Level Level

$ 30.5 $ 30.4 $ 12.4 $ 12.4

188.0 186.1 121.9 93.9
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Appendix Table

Preliminary Econometric Projecedons of Current
Expenditures Per Pupil by SkAte in 1990

;tate and
Region

41/4

EstimatetiOased On

Based on Federal
Aid at 1980 Levels

Moderate Raiduction

In 1Pedetill Aid

United States

New England

$2,312 $1,9

Connecticut 2,523 2,314

Maine 2,000 1,655

Massachusetts 2,885 2,592 a
New Raupshire 2,006 1,748

Rhode Island 2,653 2,395

Vermont 2,230 1,763

Mideast
Delaware 2,942 2,541

District of 0 0

Columbia
Maryland 2,589 2,277

New Jersey 3,243 2,966

New York 3,291 2,945

Pennsylvania 2,654 t 2,449

Great Lakes
Illinois 2,561 2,296

Indiana 1,978 1,757

Michigan 2,870 2,571

Ohio 2,297 2,077

Wisconsin 2,360 2,051

Plains
Iowa 2,255 1,960

Kansas 2,060 1,774

Minnesota 2,422 2,093

Missouri 1,896 1,654

,Nebraska 2,153 1,837

North Dakota 1,977 1,636

South Dakota 1,690 1,318

Southeast
Alabama 1,829 1,494

Arkansas 1,720 1,349

Florida 2,022 1,739

Georgia 1,792 1,517

Kentucky
Louisiana

2,069
1,838

1 729
,
1,483

Mississippi 1,621 1,107

North Carolina 2,055 1,737

South Carolina 1,855 1,513

Tennessee . 1,856 , 1,538

Virginia 2,193 1,8 98

West Virginia 2,264 1,920

Southwest

Arizona 2,104 1,727

New Mexico 1,982 1,528

Oklahoma 2,007 1,681

Texas 1,996 1,674

Rocky Mountain
Colorado 2,535 2,201

Idaho' 1,776 1,381

Mbntana w 2,513 2,025

Utah 1,543 1,167

Wyoudng 2,527 2,150

Far West
California 2,348 1,973

Nevada 1,955 1,68Q

Oregon 2,583 2,182

Washington 2,663 2,397

Alaska 4,634 3,612

8awaii 2,206 1,817

Source:

Proposed Reagan Budget
Reduction 1983

$1,9

2,272
1,618
2,541
1,723
2,349
1,720

2,481
0

2,229
2,906
2,873

2,401

2,255
1,731
2,533
2,039
2,020

1,930
1,744
2,062
1,621
1,802
1,601
1,274

1,444

1,309
1,688

1,474
1,685
1,439
1,055

1,684

1,464
1,497

1,848

1,886

.687

475

646
37

1,655
2,152
2,361
3,507
1,778

Jerry Minor and Seymour Sacks, Econometric Study of School. Finance and

School Finance Project Staff. - 89 -
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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:

' 1980 Actual

Ad'usted

Weighted Unweighted

Expenditilres Expenditures

$2090 $2037

1990 1980 Aid Levels 2312 2281

1990 - Moderate Reductions 1994 1938

1990 - Extreme Reductions 1951 1896

2. Application of the assumption that Federal aid in 1990 remains at the

real 198 9 levels yields a predicted value for the weighted average expenditure

per pupill in 1990 of 10.6 percent above 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 rapidly show marked increases in the dollar amount of 1990 projected

expenditure over 1980 spending (e.g., Alaska). States with low 1980

expenditures and above average projected growtb 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 ot extreme reductions in Federal aid than when 1980

Federal aid levels are held constant. The large decline between the 1980

levels and the other assumed reductions levels stems from a reduction 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 between the projected moderate

reductions and extreme reductions stem only from declines in Federal eduption

aid. Moderate reductions result in weighted average projections of 4.6

-90-
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percent below 1980 actual expenditures. 'They are 13.8 percent below the 1990

projections based on constant 1980 Federal aid levels. The results with the

ext'reme reductions, of course, produce even lower projections. The average

projected expenditure in 1990 is an additional 2.2 percent below the moderate

results. The most severe reductions are ooncentrated 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
.0-

Mississippi. and Utah, both loosing

important aid under the abrogation of State revenue sharing.

Econametrioc Projections of Expenditures and'State Funding Prospects

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 PrOject shows that estimates were similar In 39 of the 50#

States when States were ranked as Wing 'high, medium or .low expenditure
4

prospects. See Appendix Table 'F-4. Differences i4 estimates for , the

remaining Statei probably stem in.part from ,differencd in some of the data

that.were utilized in the two sets Of estimates and the importance attached to
a

individual variables. Data incorporat#d into the model and Dot utilized by

the School Finance Project were primarily Sureau of Economic Analysis

projections of State income, and composition of production. In addition,

Federal revenue sharing loomed more important in the econometric

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

tied as well as the impact of revenue sharing funds cm school expenditures.

The School Finance Project relied heavily on fiscal data for the pericd

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

economies were moving. Inevitably, some differences in estimates for .

individual States were bound to appear.
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Appendix Table 1-4

Econcmetric Projections of School Expenditurss by State in 1990 Compared with School
finance Project's Estimates of School FUnding Prospects

Econometric Projectioi Based on

School Finance

State and Real 1980 Aid Moderate Decline Project

Region Levels in 1990 in Federal Aid v**- Estimate

United States

New England
Connecticut A
Maine L L L

Massachusetts H H H

New Hampshire L L L

Rhode Island H H H

Vermont A L L

Mideast -

Delaware H H H'
,

District of H_
Columbia ,

Maryland H H H

New Jersey H .H H

New 'fork A H H H

Pennsylvania H H A A
Great Lakes

Illinois H H H Fi
Indiana L L L

Michigan H H H ! 1

Ohio A A A
,

Wisconsin A A H

Plains , )

Iowa A A A J

Kansas L L A

Minnesota A A H
J

Missouri I. I. A L.:1

Nebraska A A A

North Dakota L L L

' South Dakota L L L

Southeast
Alabama L L L

Arkansas L L L

Florida L L A

Georgia L L L

Kantucky L L L

Louisiana L L L

Mississippi L L L

North Carolina L L L

South Carolina L L

Tennessee L L L

Virginia A A A

West Virginia A A A

Southwest
Arizona A L A
New Mexico L L A
Oklahoma L L A

Texas L L L

Rocky Mountain
Colorado H H ,

Idaho L L

?buts= A A

Utah L L

Wyoming A A

Far West
California
Nevada
Oregon
Waihington
Alaska
Sawaii

A

a,

A

A

A

A

Source: Jerry Miner and Seymour Sark's, Econometric Study of School Finance and

School Finance Project Staff. _92_ 1. I s



Appendix G

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

Jerry Miner and Seymour Sacks
Syracuse University

Introduction
k

Conceptualization of the notion of adequate education has taken many

forms. In terms of oper ional measures, adequacy can be treated in terms of

inputs, expenditures, activities, test scores and other achievement measures,

and postschool mitcomes, including life-time earnings. Here the goal is to

estimate the 'level of expenditure pe r? student which would be required to

provide an adequate level of schooling in each State. Estimates of required

adequate spending oould be compared with actual expenditure to indicate the

extent to which particular States spend adequately to meet their school

needs. Further, using projection methods, future expenditure needed to

maintain adequate schooling by a State can be compared with.lprojections of

'school expenditures in that State. All of this, however, tequires a method of

asseasing adequate expenditures per pupil by State.

Because of the impossibility of an entirely objective standard of

adequacy, the national average per pupil expenditure is considered as

constituting an adequate level of spending. This' level, however, is
4

interpreted here to allow for State-by-State variations in tthe cOsts of inputs

and is applied not directlyito the total of school spending but rather to the

various major categories oftschool spending: instruction: plant operation

and maintenance; transportation; food; attendance, health and other; and fixed

charges. The basic strategy, then, is to determinefor each spending category

for each State the required quantity of inputs per pupil (based on national

averages) arid the unit costs of inputs (based on actual input costs for a

State), and 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

curreK expenditures for public elementary and secondary day schools. Capital

outlays, interest payments, and debt principal repayment do not lend

-9



themselvPs to the mode of estimation described Above. They represent

expenditures 4.1at do not reflect provision of current services to pupils but

rather are a contequence of past decisions or decisions regarding future

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

,average need for interest and debt repayment or even for capital outlay-01i

Consequently these items are.excluded from the analysis.

General Approach

As mentioned above, school spending is disaggregated by purpose or

category. Instruction is the largest category, comprising 0,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 Tab4 G-1.
%

Within each category spending is further divided into components. For

the most part these breakdowns of total expenditure within a category separate

personnel outlays 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 spending 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 As the same for each

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

in a particular 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 transportation 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.

-94-
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Appendix .Tab le C-1

1,
6

1979-80 Composition of US Current Expenditure' for Elementary and Secondary

Education,by Category

CategOry Percent of Total

Instruction 61.2
Plant Operation and Maintenance 11.2
Fixed Charges 13.6
Administration 4.9
Transportation 4.4
Food* 3.6
Attendance, Health, 1,0ther 1.1

f6576-

a

* 1979-80 Statistics combine expenditures for Food with Attendance,
.

Health, and other. We used 1975-6 data io find the contribution of each
subcategory to the combined total and applied this distribution to the 79-80
statistics.



;
Essentially then the'method consists of:

1. decomposing.each broad category of s,Fhool spending (e.g. instruction) into

exhaustive and mutually exclusive components (e.g. instructional staff,

*non-instructional staff,,books,,supplies, and other);

N determining for each component the average quantity of input provided for

the U.S. (no variation among States);

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

r .

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;

6. Finally, summing mph 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.

The following section describes -how estimates of adequate instructional

expendituree were derived based on salary data of four.,States.

Calculation of Adequate Instructional Costs
-

Average instructional expenditutv in 1980 amounted Ac2 $1281 per pupil. Based

on some modification of data for the most recent year for which they are

aNtailable, 1975-76, this botal was composed of:

Instructional staff

Non-instructional staff

Books, supplies, and other

-96-
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Estimating adequate instructional staff expenditures per pupil requires a

complex. procedure. A relatively simple approach would be to use the U.S.

average number of instructional staff per pupil as the adequate input quantity

and multiply this by the average staff salary for a particular State. We

recognize, however, that staffing 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 total enrollment among

states, we decided to takeaccount of t is source of variation in determining

adequate instructional spending by ate. The relevant U.S. average ratios of

instructional staff to pupils are:

Elementary Secondary

non-CRT instructfonal staffbratio 1/323 1/77

(.0031) (.013)

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

(.043) (.073)

CRT,salary $15,597 * $16,433

instructional staff expenditure per pupil $740 $1,494

(CRT = classroom teacher)

The calculation of adequate instructional staff expenditures, then1 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 fdr the appropriate staff which varies by State and columns 2 and 4

show the product of multiplying these salaries by the appropriate U.S. average

staffing ratio. Column 5 is the sum 6f columns 2 and 4 and is then multiplied

by the appropriate share of elementary or secondiiy enrollment to get column

7, which is adequate instructional staff spending per elementary or secondary

pupil. The sum of elementary and secondary givel the total adequate

4 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
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Adequate instructional Staff Exnenditurec

Instructional staff expenditures, elementary student:

,...

,.... e
i 6 x.

+ it
u-I c 6>, u-i 0 ,--4 s...

3.4 03 ....., /44 e . ,-.1 03
.

0 0 0 0
CI 0 1./ = ,.) 3.4r-i.c) V1 -10 0 L

s..4
C,) 4-1 0 1-.1 Ct. > V) 4../ rI11 , ' 1 1.4. 0 X CO = CU

a. M C R1 1-1 = C.. r-t , -1-1 :Ai 11.\T 0 4., J.e) n 0 W
r4 $.4 r--1 C tHI C C.Hi 0 tj HI 0,1 0 a)

V Z a) /-I 1,4 s.....,
.(:.) C6 0 E rI W

U 1,-4 0 C CL. > 01 0
...-I = cn - $., .L.) C... rI> cl 1)

e
> Hi t.) C -4:1 4-1 ;..1 = X 4-1 iC3 ,--1 ,s1, ..-. CI 0 ..r1 ./-4 0 CUcl X Z t:4 'V IV rt

0L -1-4 W Li I 0 0 01 E--. E- C.... 0 r./) r C.... Ct. 4../ L C R1 V)..., ....... .... -
.L.1 Z 0 X 0 X R1 0

;./3 L; C...) &'. Ct) n-4 Z a) E.4 CU 04 1-1 0 V) , - .1

0 0 (3) CD
. .. S S15,576 $670 $22,644 $70 $740 .67 $496 .
N".. 19, 700 847 24,756 77 924 .64 591
.,U 12, 090 520 16,368 51 571 .69 394

(
...;,, 18,438 ' 793 25,342 79 872 .67 584
-.7X 13,802 593 19,146 59 652 .70 456 -

Instructional staff expenditures secondary student:

r-.

/\

X

US $16,433n 19,900
AR 12,750
WA 19,311
7.{ 14,536

4

$1,200
1,453

931
1,410
1,061

CRT = Classroom teacher

det

$22,644 $294 $1,494 .33 $493
24,756 322 1,775 .36 639
16,368 213 1,144 .31 355
25,342 329 1,739 .33 574
19,146 249 1,310 .30 393
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to non-instructional personnel (5.7%) as the 'uniform national standard. The

averge monthly earnings of State and local public school non-instructional

employees is the best proxy we could find for the unit costs of

non-instructional personnel employed by local schools. To estimate the amount

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

of non-instructi.onal personnel we apply an index of these earnings to the 5.7

percent shae. Table G-3, columns 1, 2, and 3 shOw the calculation. Applying

an index,of salaries to a constant proportion, gives the same result as

aglying actual salaly levels to a constant personnel/pupil ratio.

The average national per pupil spending for books,..47Plies and other

($224 = $1281 x 17.5) is considered as the adequate expenditure for this

component for all States. The factor is added into the calculation in column

4 of Table G-3. This treatment is applied because there is a national market -

for l000ks and supplies so that it seems reasonable to presume that there are

no differences among States in the unit costs of these items. Thus, using the

average national expenditure for e'ach State is equivalent to taking the

average quantity of books and supplies per pupil for each State and applying a

common cost per unit.

The results of the 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 is a bit different- here than in

Table G-2. Here adequate expenditures are first.estimated as a proportion of

the U.S. average for instruction (columns 3 and 4), and then in column 6 the

proportions are multiplied by this average. ($1281). The totals from Table

G-3, column 6, (non-instructional personnel plus books, supplies; and other)

and from the top and bottom of Table G-2 column 7 (elementary and secondary

instructional staff) constitute the basic adequate per pupil-expenditures for

instruction and are shown in column 7 ofTable

Two additional adjustments were then made to' derive adequate

instructional spending fox each Statet 'allowances for the incidence of poor

children and hanaicapped children. For the former, per pupii instructional
1

costs rose by a formula that reflected the extent to which the proporeion.of

poor chilhren exceeded the national average in each Stake. For handicapped

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

children estimated at 2.6, percent and addition'a add-on costs calculated at

-99-
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J17 percent pee handicapped child, an estimate reflecting the best ava.ilable

evidence of these costs. A discussion of the methodbkogy and other

assumptions made in determining adegiiate expenditures for all other components

of current expenditures and when extra costs of special needs students ares

included is available from the School Finance Project..


