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Prospects fer Public School Revenues anﬁ/tfigl;,}”' ’

School District Reorganization in I1linois—in the 1980s
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Pubtic education is receiving a considerable quunt'of national
attention today, and several recent studies and reports have offered their

prescriptions for improving schooling. 'Perhapé the most publicized.of these

B

repdrts, A MNation.at Risk; by the National Commisston on Excellence in®
& - " » ‘
Education, has been the harshest critic, warning-of "a rising tide of |
. : %

"mediocrity” in the public schools (National Commission on Excellence in

Education, 1983). The overall conclusions of this study have .sparked a

LT f . L
national debate on schooling, and several states. are’ currently considering

*

different possible educational réforms which- include ‘increased beginning

extension in the length of the scho91 day- or school year to provide more

-

s - -
instructional time, and school district reorganization to capture various cost

savings.
- ‘ *

o - L AL . .
- . Most policy mq§ers would agree that major, educational reférms, to be
successful, will require more money, and yet the growth in revenues for the

public schools during the latter 1970s and early 1980s slowed considerably,
. b2 , .
and the prospects for increased revenues during the late 1980s do not look

good. This country was plagued with major economic downturns or recessions
1
during the tast decade which served to constrain the growth in school

revenues. In addition, these adverse -economic, conditions apfear to have had -
b

more proqounced effects on certaiﬁ reQionp and states of the country than on

*
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A ' others; The rate ‘of economic growth that a pa(ticular_sfate enjoys in the

" coming. years may significantly influénée the qmbunt of revenues that it ﬁay

!

havé avaivable for the pﬁblib schools. And in a simi]gr manner. the amount:of

revenues available in a state may significantly influence the types of
. . i ’ %
educational reform that it is able to impléﬁent. ' -

This paper advances the basic theme that several factors, e.9.,

prospects for economic growth, hanging 'demographic an economic conditions,
- . . X * o

recent trends in taxation, and' the condition of pub]i; school finance, will
o ) - WL

- .

converge to promote local school district reorganizaiiog\and consolidation in

I11inois iﬁ the coming years. The paper begins_py considering the econoqic .
prospects for the five Q:eat Lakefostates as a‘ﬁhole—-lllindks, Indiana,
"Michigan, Ohio, and wﬁsc3nsin. and theﬁ.notes the‘developing demegraphic and

economic trends which impact og the economic' growth of this region: The

1 -

b
general outlook for school revenues in the Great Lakes states is discussed,

»

and trends’ in taxafion systems fn this negion,*including the slowdown in
- LS +
< taxiﬁ% and spending, are also reviewed. “The paper then describes the current
condition of school finance and local school district organizaion in Illinois,

«and concludes that the early 1980s may represent an oppertune time for the
N
- ¥ State-to incorporate fiscal incentives into its schocl finance system to .

»

promote, or at least facilitate, school district reorganization at the local

level. LI . "
» - * 1
1 . a *

Prospects fqr’kconomic Growth tn the Great Lakés Region i
Future revenue prospects vor the schools in the Great Lakes states
will be significantly affected by the amount of future economic growth which

occurs in the Midwest, and this rate of economic growth in turn will depend in

\)' . ‘ . '1 ' ‘ -

+




large measure on hoy well the region is able to exploit its particular

strengths and ‘minimize its parpipuiar weaknesses. As a region, the Great -

Lakes states have a }arge industrial base and a highly skilled labqq force.‘

»

Tn’aédi%ion, theseﬂstatgs have.significanf natural resoﬁrqgs,_inclﬁding the
rich land itself, abupddnt fresh water, and -even large deposits of, qurgy
resources such a§ coal, oil shale, and biamass Although the Migweét is
wea]thy, the Great Lakes states continued to be pl?gued by adverse dembgraph1c

and economic trends largely beyond their control which will ‘continue to
y 8
constrain Gpportqn7t1es for economic growth. .

1 [
+ .

Population Shifts -
//o ‘

Total/populptipn for the United States increased by 13.4 perceﬁt for

1960-?0.:and 11.4 percent for 1970-80 (Table 1). Both‘thg North Ceptral and
Northeast regions récor?ed population gains considerably below the gains made
by the rest of the country as measured by_pefcentage change. The South and
West, however;_have recorded population gains con§idérab1y abdve tﬂe national -
average growth rates. For the 1970s, for eiamp]e, the North Centra] ;nd ;
qutheast regions gained 3.9 ad 0.2 percent popalation respectlvely, where&;
the South an< West gained 19.T and 22.7 percent respectively. 3f;
. All séates in thé @orqh Central region. have lagged con;iderap\y _E_
behind the national average growth rate of 13.4 percent since 1970.* Iﬁ tﬁe

Great Lakes subregion, the most populous states, Ohio, Il1iinois, and Micﬁijan,

.

L

"*The North Central region consists of two subregions the seven Plains states.
and the five Great Lakes states. ©
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' TABLE 1 Lo
> ﬂ. - oA
REGIONAL POPULATION, BY PERCENT CHANGE, AND FOR GREAT LAKES STATES,
K 1 " BY PERCENT CHANGE, 1960- 1980
“ 4
- a3 B Ft v
1960-70 1970-80 1a1n-?5 - 1975-80 - .
—— T T . i %~ . r o8 .
~—United States +13.4 11.4 L gxg_ ;};/ﬁ- 5.1 }
North Central 9.4 3.9 2.2\ L7 -
Greét Lakes . . . bﬁéf ,
* I11inois 10.2 2.8 1.8 \ .10 + "
o, . N f ' . ¢
8 Indiana 11.4 { 5.4 ' ) 3.0;//1, 2.3 _ -
Michigan .13.5 4.2 2.5 1.6 p
Ohio 9.8 1.3 1.1« 0.3
- ‘ .
Wisconsin 11.8 615 3.4 3.0’
Northeast 9.6 L 0.2., . 0.8 -0.6
South . 13.8 19.1 10.8 83 - - N
West 21.4 22.7 10,8 et
Q o A ™~ .
Sourcer UY.S. Bureau of the Census, pgpulatxon reports for various decades; U.S.

mates of Intercensal Pnpulat1on for the

Bureau of the Census, Preliminary Esti
States, 1981.
v
.
' 7 \‘\\

'J




_are experiencing the slowest population”growth. Ohioqs‘populationt~?er-

exdmple, increased 1.1 bercent frm 1970 to 1975, and-oniy_0.3,percent from

.i@?SLto'lQSO. Simi]arly, leinois and Michigan reeorded increases of 1.8

and2 5 percent and 1.0%7d 1.6 percent, respectlvely, for these same ‘time

perlods. wlscons1n the least populous state ‘had the greatest 1ncreases of

p
. :
3.4 and 3.0 percent. . ! : T
[ '
- .
' .
.. . : _ A T ' , .
_Personal Income - ", . oA - oy
- . 5 . - " .

" Growth in persona] income is a key determinant of a'state's‘economic\
well bejng and 1ts abllity to raase tax revenue$ in general and scheol A
revenues in particular H1stor1cally3 the oldeﬁ?1ndustr1allzed states in the
M1deast and M1dwest have. always been con51dered wealthy in terms of personal
;ncome Over the_past 50 years however, there has been a gradual B
equallzat1on of growth rates in personal income across the different reg1ons

of the country. Whﬁ]e a rank1ng of the different reglons ln terms of per

capita ingomes would remain basically unchanged today, the wea!thy regions,

incluﬂﬁng.the Great Lakes region, have become re]atively less rich over the

*

decades, whereas the less wealthy regions have become less poor (AélR, Report

'A-74,” 1980, chapter 2). L. -

. The data.in Table 2 display per capita $tate personal income as a

F

A : . .
percentage of the U.S. average, by regions, and by Great lLikes states for the-
- + [N

past 50 years. Per capita persoqal income as a percehtage of the U.S. average

has declined moderatély in the Great Lahesﬁarea from 109 to 102 percent from

L} F-a

1929 to 1981. At the same tiﬁe there is considerab1e variation in changes

Nlthln the Great Lakes area with 111inois exper1enc1ng the most dramat1c e

" decline, fol]owed by 0h10 and Michigan. Over the years, Indiana has -
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TABLE 2

PER CAPITA STATE PERSONAL INCOME AS A PERﬁENTAGE
OF THE U.S. AVERAGE, BY REGIONS, AND 8Y GREAT LAKES STATES

-

SELECTED YEARS

A

1929-81 -

-

Per Capita

Per Capita Pers nal

ncome

\

. ' 'E Personal ,. as a Perceritage of UVS. Average
State and 7 Incomex = - . . NOT
Region 1981 1981 1974. 1964 1944 1929
* United States %101451 ; 100 100 100 ‘100 100
Great Lakes 10,656 " 102 104 106 107 \ 109
Minois J1,676 114 SRTY 17 117 | 136
: indiana’ 9,720 93 97. " 99 1000 Ve
.Michigan 10,30 103 109 109 116 .,'\113
. Ohio 10,313 98 102 . 103 RUSNE }11
- MWisconsin 10,035 96 R L :} ¢ 97 . 93 e
Plains’ , 10,270 98 94 / 88 8 . 176
New England 11,058 105 J97 w99 101 2
Mideast 11,301 108 116 117 122 41
Southeast ) 9,014 2 86? 83 I 67 Y 53
" Southwest <" 10,405 99 85 84 81 69
Rocky Mountain 10,056 9% . 91 90 94 ‘84 -
Far West 11, 669 111 106 11 126 .11
— ."\ \1 -
Source: ACIR, M-135, April, 1983, Table 52, p. 79. ‘o
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re1at1vely stable compared wlfh the rest of ‘the country. i . .
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regwstered an 1ncrease in pen eap1ta lncome whereas Nmsconsln has remaIned

throughout the 1960s and 1970s appgar to have even accelerated during ﬁhe

early 1980s. In addltlon. these trends-qre expected to continue for the ]

foresgeable future contlnuing to' limit. opportunities for economlo grow*h 13’ ’

the Great Lakes region, {t

occurrlng across the country, and that the grow1ng compet1t1on among the

Sunbelt and the Frostbelt statesfor peop1e capital, and jobs wiil become

.
B3
v & - +

s even more l!’ltEl‘lS&,s . Lo L

r * * ' ’
L1 - +
. . . d . i
. L
N -~ . t - -~ - . -

Other Important Econdmic Factors

‘.
2

.+ Ynfortunately, there are.severa]{other economic ‘factors at work which’

-

- .
wilT also continue to have an adverse effect on economic growth in the Great

o s . |’h.- , )
Lakes region. First, experts expect the ‘economic sgctor involving services

N .

and finance to.grow fairly rapidiy in the coming decaHe but they'forecast 1
1

¢
smokestackll 1ndustr1es wlll experlence very little or almost no growth .
. + } i1
A
during this perlod. Second, recent lnvestments In new capital have been

& -

that

relatively Tow {h the Midwest, although state governments”in the Great Lakes

"area are now mov1ng rap1d1y to attract ﬁlgh technulogy 1ndustr1es in an effont.

’ ‘to promote economic growth{ Th1rd agrlcufture plays 2 v1ta]]y 1mportant role

L)
’ ~ 1 «
r

«in the economy of these states, yet agr1culture'1s expacted to dhcl1ne over
‘the nekt decade in terms of‘;ts relative importance as an inoustr;. F0urth;

. this country's cont{nued'tight monetary policy, wh%ch is now part of-
Re#ganomics, will continue to constrain exports which are terribly imeqptant“l

to the vitality of the midwesterndeconomy. (I11inois, for examplel is

L

ppears that some fundamental‘econom1c changds are \;T




typically one of the top three states in'manufacturing, agricultural,

‘-

v tofdl exports.) Final]y. the 'Great Lakes area receiﬁes’thé lowest retjien of

' any reg1on in the coUntry on the tax dollars that &t §bnd§ to- the federal e

\ 10 PO
. ‘1rw;‘ gouernment, and there is some real concern that Reagan s "ﬂew Federa11sm may

.
. 2

make fﬁis bad s1tuat1on even worse (ACIR, M-173, October 1980, Table 12, p. -

» . + 1

17, and Schoeplein, 1981) PR

These chang1ng demograph1c and economic factors along witr the-

+ -

recent economic downturns or receSSIons have exerted a d15proportlonate1y ‘
e ] -

L]

negat1ve e“ect on-the econom1c growth 1n the Great Lakes region when compared

with other rEglons ofi the country. Although opportun1t1es for economic growth

will depend argely on the vita11ty ;d hea]th of the nat1onal economy, the -

. M1dwest mayéfwnd 1tse1ﬁ ln a "no win" 51tuat1on. To bc sure, if the~national

- eCQRromy exp riences a per1od of relative expan51on and growth the econom1es >

of .the Great Lakes states will respond ln a similar marner . But even if the '

: ' N4

nationgl economy enters a cycle ~f rap1d expanSTon, the economic gains enJoyed

by the Great Lakes states probabiy will not be%as 519n1f1cant on a relat1ve

bas1s as those gains enjoyed by other regions Qf ‘the countrys such as. the .

-

South and West. '’ Similarly, if the national economy cont1nues°1ts_cyc1e Qf

s]owed ecﬁnomlc growth the Great Lakess states, in part1cu1ar can éxpect a

S M

8
cont1nu1ng deteriorat1on of the relative econom1c advantage they have aiyays

enjoyed ogen otheﬁ regions of the country. .
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expendltures per pupﬂ- below the nat1ona1 Average. *. ,f s _ !‘ [

., =+ The Generdl Outlook for Schodl Revenues -
/' M - . = - ° ‘ ‘.

i / [ , in the Great [akes Region - -
) . . s -

-

; ' Before exam1n1ng the general out]ook for schoo] révenues, seleé

characterlst1cs of the state educatlonal systems in the Great Lakes reg,qon are

wan

"consTdered At: the "same t'lrne the two ma;lor nat1ona.] ‘trends wh1chI have had a

s1gn1f1cant affect on schoo1 revenues in tfhe l*hdwest, namely,'dechmng school }

-,

enronents and ghlftlng sources of s,E‘PLodl revenues arer also cons1qered The

data ln Table 3 dep'lct the sTgnlf\\\nt v-ar1at10nz which ex&sts across the major
a L]

: characterlst1cs €9, average expend1tures per pupﬂ. enrol]ment sizes,

" number of school disﬁ}cts and state support '1eve]s of the state edufatlonal

systems in thls reglon *%F’These d;u.a a]so d1sclo$§¢the s1.gn1f'loant changes
whch have oceurreclnn most of 'i;heSe charactertsﬁwcs gver the past decade.

- In terms of spend1ng for: 'thg pubhc schools, the average expencllt,u.re
pg pupil for the country as’a whol’e for the 1981 .82 schﬁ.years was $2, 6?2
For the Great Lakes sj;afes th'xs mJas&re raogéﬁ from $3 292 w Mlchﬁan to

$2,369 in. I’:dlana I‘rhno1s (111‘ ercent) M1ch'lga-n (123 pe cent), and

oy

~ Wisconsin (116 percent) had ekpendftures ber prp]] aboutith national avirage

expend'lture per pupll whﬂ\t India?a (89 percent and (Uh'io (93 percent») had.. ;

- . P

.\. . . ' fﬁ" ) . . 'll ' .«

N . . ‘)

P . P )C . e

eDecllmng Enrollments P . !
, N o .

“The Unlted States had a t.otal pubhc school enro]]menf of nearl{ 41

' /
¢ m1l]1on students in 1980. Total public .schoo] enroTj)ment decllned by -

ap,pro:lmately 11 percent from 1970 to 1980 and is expected to decline until

1984 rep"esentmg an overail decHne for the coun{ry%f approxfmate]y 15

<
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. SELECT%P CHARR?TEQISTICS-OF EDUCATION SJ;TEMS IN THE GREAT LAKES STATES ta
j . ; - __-_ = t . ’ - Iy
g\‘ [f . : ‘ State
| Characteristics vuf}'s I IN ML OH Wl
AN = R N
J Expend1ture Per Pupil, 1981/82 $2, 672 52,975 $2;369 $3,282 $2,494 "$3,098
. Expenditure Per Pupi] as ' 100% . 111% - 89% 123% 93% ., T1%
g - A Percentgge of the U.S. "Average . . A
j \Q ’ . . ) ‘. .\\ ‘\Q'" N v . |
[ Public School Enraliment, 1980/81 (*000) %,984 1,983 1,056 1,33 1,97 830
. Percentﬁhaﬁﬁ_in Publdg. N ' -10.7% -15.9% 14:2% -13.9% -19.3% -16.5%
“School inro ent, 1970-80 . | [ 5 - / ST
T - ~,:!‘ - . . . - ‘ L . -:'\ ) = , 'f _ -
NUmber of Pub11c Schoo]s 1980/81 " 86,198 4,304 2,Q7§'. 3,837 3,958 " 2,134 f\";
Percenty Change 1n Nu E . -5.1% ~13.5% - -4,6%° .70 -7.1%- -10.4% .
of Pub]ic Schools), - ~80. ‘ - - | . 5
) // ‘o S I
.. Number of Schoo{%istrxcts 1980/81 15,981 1,013 306 . 575 f .615 - 433 _,
47> Pertent Change in Number -113 . -14% -3% , -8% =3% -, =5%¢;
’ © of* School District$, 1970-80 . . * : L i
. . . k f"_ - o !
o N . . IS
Sources of Revenues as a % of Total, 1980/81 .
Federal Support‘Level’ =, 8.5% 9.4% 5.5%° 8.04 7.7% 6.3
Change in Support Lgvel, 1970-80 +1.6 "+4.0 +1.5 34.3 43,0 1 43 o
. * » 5 * . N . - "q.
State Support Level N 48.8%  '40.1% 59.7% - 35.8% 41.6% " 36.3
Change in Support Level, 1970-80 +2.7 +1.9 - +2?.€ =37 £12.8 41,
N 1IN R N
Local Supbo;‘t Level 4:%?% 50.5¢ 34.8% 56.2¢4 50,7% 57.0%
Change in Support LeveI 1970- 80\ -9.3 -5 9 -28.8 _.+5.3 15,8 -10;62,
T \"‘ ' wL -
t : » i
H - ! R
Source:~ Rows 1, 3 and 4 from Nat1oqel Education Assoc1at10n, Estimates of “School ./ S iﬂ
Statiétics 1971-72 apd 1981-82 Editions, Tables 1, 8, and 10, respectlvely,;rows -
- an rom National®Center for Education Statist1cs, The Cond1t1on of . L

Education, 1982 Edition, Table 2.3. . . .
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percent from the peak year of 1970 to about -1985, Eiementary school

enrgllments are expected to bottom oyt around 1984, whereas secondary..school

eprolIments are‘expected.to bottom out around 1990. The subsequent

anticipated growth in school enrollment for the country is expected to be

gradual, and also to remain below pre?idus peak enroliment figures {Projection

=

of Educational Statistics t¢ 1988-89, 1980). -

o
A"

For the most part, the pattern of enrollment declinesﬁacross the

country bésically reflects the general trends in population shifts to the west

&

and south, The greatest declines in public school'enrollments for the 1970s

have occurred in the Plains, Mid-Atlantic, Great Lakes, and New England

S
. I - - - " . . . ¥
regions. There was considerable variation across regions in enrollment

changes, but all Grea;,Lakes states had significgnt eﬁrollment declines during

this period -- there were no excepﬁions. Ohiojexperienced enroliment, losses

bt ]

at apﬁﬁoximately twice the na 1onal rate of decllne, while the rate‘for the

r-

rema1n1ng four states was approx1mqte]y one-th1rd ffighér than the natlonal -

rate of decline for this DEPTOd. ’ ' . .

-

These significant enrollment losses across the couhtry and in the

Great Lakes states are reflected in the declining number of public schools and
“--3*_‘ t o ‘
school districts. Nationally, the number of public schools declined by 5.1

percent from 1970 to 1980, and the nhamber of school districts declined by 11
: - F
percent for the same period. In the Great Lakes area, [1linois, for example,

p——

has closed schoqls at about three timq;lthe.national rate of school closings,

. . ’ *F :
and has reduced thexhumper of its school districts at a somewhat greater rate
than the national rate of SCHOO]‘diStPiCt reductions.

In additioﬁ, recent projected zﬁﬁﬁgesmighthool-age population. for

-

1985 to 2000 disc’ose that the Great Lakes states (;;;EEE“Hisggﬂ§in), along

-]




f "‘9"‘
with the Mid-Athntjc states, will experience the smallest increases in school
enrolments of all regions across the country. Illinois (-6.6 percent) and
ﬁhio {~5.3 percent) are projected for an actual dec]iné in schdolsage'

) populat1on.jlndiaha (+5.2 percent) and Michigan (+1.4 percent) for modest .

>

VAR .
increa;eél and Wisconsin (+12.5 percent) for a larger increase (6.5.
. /
)] 3{tment of Education, December, 1982, p. 29). ‘

Shifting Sources Of Revenues

There has Been'a gradual shift over time in the relative reliance
placed on the different major sources of state ghd local revenues. This shift
from the local property tax £o state sources of revenLes. such as the general
sales tax or income tax,-appears to have accelerated during the 1970s, and has -
been most ﬁronouq;ed in the area of public schoof"finance. As states reformeqf H ‘
their school finance structures during the 1970s, they basically increased CT :
their average support levels to the public elementary and secondary schools in -
an effort to hold down property taxes. The data in Table 3 indicaté that}the ’ _
state share of revenue for the pubiic schools for the states as a whole
increased steadily throughout the decade, from 41.1 percent in 1970 to 48.é
percent in 1980 (anaincrease of 7.7 percent). As expected, then, t#e Io;al
share of revenue decreased steddily Fhroughout the decade, from 52 pércent in
1970 to 42.7 perdZnt in 1980 {a decrease of -9.3 percgnt). .

, All fivL Great Lakes states "reformed” or substantially modified

their school finance systems duriqg'the 1970s’. The adoption of these r?forms
was dasically accomplished by significantly inc;easing state support Ieveis’to
the public schools. For the 1980-81 school year, state support tevels varied

consigerably across the Great lakes states. Compared with a national 5$ﬁrage

13 - . /
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of 48.8 percent of state revenues for the schéols, I;Hiana (59.7 percent).
exhibited a rather high support leyei, whereas I11inois (40.1 pchth), f
Miciigan (35.8 percent), Ohio (41.6 percent), and Wisconsin (36.8 percent) ‘ jf

“exhibited state support levels considerably below the nationél average level,

In 1111ndis and Michigan, the state share of costs for the schools increased
Y

significaptly during the early 1970s, only to decline during the latter 1970s. %

In Indiana and Ohio, the increase was dramatic throughoyt the decade, and in

- = LS - @T
Wisconsin the increasé was 9radual. - —
_.--'"'"f
- f’/,/’r ,
Trends in School Revenues - . T

/

Revenues for the pub!jpﬂﬁﬁhbo]s-1ncfea§§aﬂaF3matitally during the

-1970s,_both-_in nomihal"ﬁﬁ? ;; real terms. Total revényes for the public
schools in current doMars increased from $39.6 billion in 1970-71 to $96.8

“billion in 1980-81, a nominal percentage increase of 144 percent. The :\
constant dollar amount for 1970-71 in: 1980-81 dollars is $86.2 billion'whidh
represents a real percentage increase of 12 percent. When considered on a per
pupi1tbasis, these fiscal gains ypecame even more impressive. Total operating
fxpenditures perhpupil, for examgle, increasgd from $911 iq 1970-71: to $2,553

’ in 1980-81, a nominal ﬁercentage increase of 180 percent.q The constant dollar
amount for 1970-71 in 1980-81 dollars is $1982 which represents a real

_percentage increase of 29 percent (NCES, Projections of Education Statisfics

to 1990-91, Volume I, 1982, Table 27, p. 106).

Given this tremendous growth in public school revenues for the thited
States asa whole during the 1970s, it is not altogether surprising that these
gains in school resources began to slow down in the early 1980s. Ihis growth

in revenues began to slow down in nominal term$ during the latter 1970s, and




Pictually ieveled off and started to decline in real terms around 1978. From
. {

H

- {0dden and Augenblick, 1931,

-»

f-} ‘ .‘ -11- ;
' I

1979 to 1980, school revenues increased. in cureent dollars across all three

governmental levels, resulting in a $6.2 billion gain in nominal terms, but

when ‘adjusted for inflation, school revenues actually declined, again across
' r

all three governmenfel levels, resulting in a $4.5 billion drop in real terms
r‘

pp. 29-30). These national fogafs, of course,

are based on widely different patterns and leve[s across individual regions /

and states. Nevertheless, this nationaj pattern of declining revenues in real
‘ |

r

|

terms *for the public schools toward the late 1970s can b& seen across the
[ * » |
. ]

-

@Great Lakes area as well.
Anoqher perspective of school revenues is prov1ded by consfherlng the
~ |

!

relative 1ncreases in revenues per pupil which have bccurred in current
SL

dollars across the states over the last decade. The data in Table 4 d?spley

the national average percentage increases in revenues for the schools during
. e ]
the 1970s, and indicate the relative increases in Great Lakes states as an |

!
The caveat must be '

index of the.national average percentage increase.
-

presented, however, that while these percentage increases reflect the relative

f
gains made, they do not reveal anything about differences with regard to the
¥
absolute revenue levels in the states. g

For the decade, for total reJenues, I]1inois (86 percent), Indigna

(72 percent), and Michigan (97 percent) had gercentage increases in school

revenues below average, and Ohio (106 percent) and Wisconsin (109 perce t) had
percentage increases in school reveilues ab2be the national average of lfs

. . . L]
e percentage 1ncreases acro

As would be expected, the relati ss the

percent.
states in state and local revenues, which’ comprise the bylk of the révéenues

for the schools, closely paralleled the relEtive percentage increases /in total
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" ' TABLE 4 ° -

hS

CHAN&ES IN REVENUES PER PUPIL FOR THE ELEMENTARY AND SECONDARY
. SCHOOLS IN THE GREAT LAKES STATES AS A PERCENTAGE
OF THE U.S. AVERAGE 1NCREASE, 197(-1980

-

Percent ; - Index of Average
Irerease United States Increase
U.s. Y5, 1IN M O W
; N
1970/71 - 1980/81
- Total : .
Revenues 165 100 86 ° 72 97 *+ 106 109 .
, ' =y
- Stat-. and Local '
Revenues 161 100 81 392 106 106 N
- Federal ‘ . .
_ Revenues 213 100 170 66 205 . 110 192
U
1970/71 - 1980/81
- Total R h .
L Revenues 63 100 84 62 67 79 . 100 <
- State and Local ' ’ =
Revenues 60 © . 100 85 63 £0 118 103 -
) - Federal ) '
»  Revenues 94 © 100 108 73 194 - 67 116 ,
s
1970/71 - 1980/81
Z Total - _ \
Revenues 63 100 92 92 130 © 111 113
. ~ State and Local : N ‘ ’ "
: Revenues 63 /100 84 94 130 92 109
- Federal e
Revenues 61 100 211 69 147 172 236

4

Source: National Education Association, Estimates of School Statistics,
1971-72, 1976-77, and 1981-82 Editions.

R XA
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revenues. The relative percedtage increases'in federal revenues for the

-

schdols, however, varied considerably across the states. -lllinois.(l?o

-

. percent), Michigan (205 percent}, and Wisconsin (192 percent),_fﬁrkéurpassed
,the national average percentage increase 0f 213 percent. Ohio exceedéd the
national average percent increase by 10 percent, but Indiana was about 35

8

rd .
percent below the national average percentage increase. v ,

’ [ - P%

The Slowdowa in Taxing and Spendihg

L4

There has been a general slowdown in governmeﬁta] taxing and speriding
- \ -]
at all governmental levels in recent years. The data in Table 5 disclose that

: ) ~
this slowdown has occurred across the entire country, but that the magoitude

of the PFCGJ; deelipe does vary across regions énd states. for the United
States as a who{é. state and local tax revenue as a percent of personal income
increased fromrlo.a percent in 1965 to 12.3 percent invlg?sf but then decline
to 11.3 percent in 1981. In terms of the variations across the regions, state
and local revénue‘as a .percent of ﬁerSQnal income froﬁ 1975 to 1981 decreased
from 13.9 to 13.1 percent for the high tax Mideast region, and decreased from
10.7 to 10.1 percent, and from 11.1 to 10.6 percent, for the Southeast and
Southwest regions, respectively. The Far West region ékhibitgd the greatesf
decrease in revenue from 14.1 to 11.3 percent from 1975 to 1980. The Rocky
Mountain regi;n was the only one déﬁonstrating a modest increase in revenue
from 11.8 to 11.9 percent f;om 1975 to 1980,'%ut then down §0.11.2 percent ?h '

'1981. ’ Coen”

For the Great Lakes as a whole, state and local tax revenue as a

percent of personal income increased from 9.7 percent in 1965 to 11.3 percent

-

3 ' . . -
in 1975 but then declined to 10.6 percent in 1981. The data in Table 5-also.

& 4]

+

_ b
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TASLE 5 y
STATE AND LOCAL TAX REVENUE AS A PERCENT OF PERSONAL INCOME , BY REGION F
\& AND BY GREAT LAKES STATES,, SELECTED YEARS,. 1965-1981 »
Stat‘b and .Region . 1981 1980 1975 1965
Unitdd States '11.3 11.6 -12.3 10.4
Great lakes S0 107 11.3 9.7
Minois . 0.0 _ 1.2\ 11.7 89
In’dlllana - . ._‘9.2 :&8.8 \\ 11.2 10.2
Michigan ° °. 1.6 - 15 . 1N, 10.7
" .. Ohio . 9.2 9.4 97 8.6
. .}jisco‘nsin 12.2 12.5 | 13.8 12.5 *-,,!_:
Plaing _ ' 0.4 - 108 11.7 108 l
New ?nglénd. . 11.8 12.3 12.8 10.0 )
Mid%ast 13.1 13.7 13.9 ‘
Southeast T 16.1/f 10.3 10.7
. Southwest . 10.6 . 10.4 11.1 10.2
Rocky Mountain  © 1.2 1L 11.8 11.6
Far West Cey e 11.9 14.1 11.8

Source: ACIR, M-135, April,\19'83, Table 22.1? p. 38:

-
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" increases on motor fuel and alcoholic bevehages. X .

¢ % i .

- 13 -

disclose considerable variation across the ‘Great Lakes area. It should be o
¢ - . R ’y -
noted firgt that the Great Lakes region is ndt a high tax area. The region

has been consistently below.the national average in state and local tax

revenue'as'a percentage of bersenal income from 1965 to 1981. Over the years,

-

Wisconsin has consistently demon%trated nigh.tax effort in terms of state arid

local reyenue as a percent of personal income, I Vinois and Mlchigan about

|

average tax effort “and Ohio low tax effort. In an extreme shift, the data

for Ind1ana fpr the latter 1970s reveal a sharp drop in revenues from 11 1 to
[ -

8.8 percent, but then up to 9.2 percent in 1981.
Despite this general siowdown,_and despite the fact that some of the
Great Lakes states had adopted tax lTimitation proviéioné'durdng the 19?05,

*

they all had to increase their taxes dur1ng the early 1980s because of thé

=

economic recession which began around 1980. In 1981 and 1982, four of the

five Great Lakes states were forced to increase their taxes. During this
' : ) +
period, Indtana, Michigan, .nio, and Wisconsin all increased their taxes on
b ] ) .
i .
motor fuel,, alcoholic beverages, and/or tobacco. Indiana and Ohio increased

Jtheir taxes on both' general sales and individual -income, whefeas Michigan

increased its taxes on just individual income and Wisconsin on just general

sales (Shannon and Calkins, 1983}. In 1983, these four states all enacted tax

increases aga1n this time usuallyﬁlncrea51ng s1gn1f1cant1y their taxes on

1nc0me’on a permanent basis. After: Illino1s adopted various measures and . -

‘
) : J-

tactics in 1981 and 1982 which simply delayed an inevitable tax increase, the

3 *

Stite passed a'major tax package in 1983 including a temporary increasé in the
. /

state income tax and a pérmanent increase in state sales tax, as well as tax
s
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If a prediction were to be made with regard to future prospects for
S, -
%

pub11c&school revenues 12 the -Great Lakes states based on trends-and

occurrences over the past decade the prediction  would have to be “for a

continued s]owdown in schoo? Qevenﬂes 1n ‘the coming years. Furtnermore the

%

economic and demographic trends wh1ch have prompted or. promoted this slowdown-

. [y

in schoo1 revenues in the Great Lakes states appear to have become even more

On thé other hand, one prominent trend of

A Y

pronounced durlng the early 19805.

the IQ?Os that pertaining to the shift1ng sources of school revenues from the .

!
-

loca} to ‘the state level

19@(552‘ Already there 'is substantial evidence that sta_te tax revenues are
'decljning and Yocal rgvendes aré‘increasing inﬁsupport~of the schools. 7
. School Finance and School District )
. v Oréanization in NVinoi's s .
© NMinois significantly “reformed“‘its general ‘school aid formula in

1973, at‘a time when the political climate yes favorable for school finance
reform. In 1969,'the legislature enacted individual and corporate income
taxes, and a year later, in 1??03 IMinois adopted a new state\cohstitutioni
The new revenue from the income taxes provided the needed money for reforming
school finance, and fhe new constitution,.which spec1f1ed that “the State as
the pr1mary respons1b111ty for financ1ng the system of public education“

pr3v1ded a strong ratidnale for increasing the state support level to the

-
. ! - * .

schools.

does not seem- llkely to continye throughout'the N

-

oo 0 T
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-\ The Condition of School Finance N ' AN
—K‘ » '

“In recent years, the condition of public school finance in. Illinoie'

- ‘has deterloraped cons1derably. Follow1ng the adoption of the resource
. s

equallzer model in 19?3 the State's share of* the costs for the pub11c schoo?s

_as a percent ‘of the total costs increased dramat1ca11y from 34.4 percent in’

19?4 75 to 48 4 percent in 1975- ?6 (See Tab]e 6). Unfortunate]y for the .. = =

o

' schools, the State s share ,of- the cbsts for the publ1c schools has declined

+

steadily since this' peak year of 19?5-?6, amounting to 38.9 percent in

1982-83, 'which was the same apptox1mate percentage of its share{when the new .

T

school aid formula was adopted in 19?3. This rapid and steady Hecllne 1n the ,

/

1975-76, along with the gradual reduction in the federal suppdrt Tevel 51nce

state support level as a percentage of the total costs for the schools since

19?9-80 has resulted in 1ncrea51ng relative reliance on thé Iocal property

tax base ln IMipois. ' 7 ,f
' -'r

At the same time, 1he property tax 5ase itse]f has been in gstate of
{§J1ux in Ilinois, particularly during the late 1970s end eérly 19805 In ,
1980, the 1egislature finaliy phased out the corporate persona1 property tax -
end addressed th% problems assocwated with implementing ' replaoement revenue -

for the schools. thle the transition period in rep]acnng the corporate

personal property tax with other revenue sources has oénstrained revenue
growth in certain school districts, a new law ena< e7 by the Seneral Assembly

in 1977 basing new farmland assesement_procedures i part on agricultural ’ s

production and soil quality could affect many.more?Echool districts. These N

significant changes in farmland asseiment practices, in fact; could prompt

4

considerable school-district reorganization in the State as an unintended
' L) ) 3 )
side-effect. * .

" A kei.component in the passage of theforiginal 1977 farmland,

v F g \
assessment legisiation_was a "hold harmless" provwston which neutralized some _
wr

- .

~ 22 o
- . f = 5 ,

_* 4 * » * _\"
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‘ o’ TABLE 6 i ~ * “
PERCENTAGE' OF STATE, LOCAL, AND FEOERAL RECEIPTS OF FUNOS | "
FOR THE: PUBLIC 'SCHODLS N ILLINOIS, 1971-72 TD 1982-83 N : P
+ ’ :
YEAR STATE L LOeAL - . FEOERAL Joo
198283 8.9 533 7 7.8
' 1981-82 40.1 X 8.9
1980-81 43,1 © 48,1, 8.8
1979-80 - 12,3 o a7.4 | 10.2 o
1978-79 43.9 47.3 . 838 ¢
1977-78 ,__ 44.3 46.3 ! 9.3 o~
1976277 46.9 5.5 - . 1.6 '
1975-76 . 48.4 5.2, 6.5
1974-75 . .4 g - 5.7 "
L 1a73-74 s ., 6. ¢ 5.5 :
1972-73 6.7 R 6.0
= ' M -'. .
197172 : .37.4 ' " 66,7 g B
Source: . T11inois-State Board of Education, State, Local, and Federa)
. Financing for I11inois Pub‘ric—Schools,_ 1982-83, October, 1982, i
Table 1, p. 3. Tl ~ . ——
' & ~ i
. k’ 1
@ <
4 . :
) - . ‘- i - ) - i - L] . -_c- i _ - . -'-__- -
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, .. minor opposft1on to the propose& changes by prevént1ng equalized assessed “’g

'property valuatrons from falling below 1976 1evels. Taxing bodies, therefore,

N S

were guaranteed at least-the same amount of revenues that the 1976_farmland '
~ property assessments had generated, and‘hiso were assured that no radica]l

'change would occur in thelr glven status QUo. At the same time, however,
[3 " j'\o .
these’ taxing bodies were denied: the potentlal 1ncrease in revenues they may

have obtained if the new;farmland assessment changes had not been adopted. \

i These assessment changes Gould have ﬁotentia1ly significant ‘ o

b

4 - ;
differential effects on the various taxing bodies.'including local school N

districts across the stefe._ If left" unchecked the new assessment practlces . i i

* ]

»

will result in some school dlstr1cts. for example having 519n1f1cant1y
increased tax bases, with other having substantially reduced’pax bases. As
- \ ghe new,legislatiog has been implemented,_it‘has Eecome clear Fhat its
unintended effects'ceulq be dramatic. For this reasof, the legie}atere \
. ~ extended the "hold harmless" provie?on in 1978, aménded the original’

legislation to cRange the ﬁroduction assessmentrindex from an individual

county to a statewide basis tn 1979, and enacted an-8 percent limitation on

the growth of equalézed asséssed valuations of farmland “in* 1980.

Furthermgre, while these trends on the revenue side involﬁ?ﬁ@ia‘

$e,’ A
declining state support level and'a changing property tax base are.unsettlihg,‘ \\Y" =
. tpe_bas?C‘treﬁ‘“ﬁﬁ‘fﬁé‘éﬁﬁéhﬂituré'side invol ving an 3ncreaeih91y Tess , \\ _
equxtable geheral school aid formula is even more disturb1ng Ovér the yeers. \

the equ1tyreffects of this new formula have been carefully mon1tored by Alan
Hickrod end his colleagues. Because of chkrod s work, [1inois is one of the -

/ * - . : . ’ N ! .
few states for which an adequate longitudinal data base has beén established

»

for ;ssessiné the effects of school finance changes. - - .

I3 -
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' '. These reaearchers fgynd that {111no1s essent1a11y made progress

- toward "the established equjty goals of less expentliture dlspar1ty and greater

' wealth neuﬁral1ty for a périod of approx1mate1y four year} from 1873 to 1977, e
L They reported that mudh of the ground ga1ned ‘during-this perlod however was - _f;:

. lost from 1977 to }981 coﬁcluding that this reversal in equity trends has 2

¥t oL

i .

' resulted in the loss of all ga1n3;that had been made with regard to,- S
K of' Minois' §ehoo] d1str1cts and some of

N ‘expend1ture d1spar1t1es in the b

the ga1ns that had been made with reqard to wealth neutraJlty (chErodg 3
v ey

Chaudhari, and Hubbard 11979, 1981)’!\Iq}a recent report they (chkrdﬁ, ,

[ ‘;
Chaudhar1, Hubbard, and Lee 1982) explo ed and dlscussed this theme oﬁ’ T

( reformatlon and counter-reformat1on, and conc]ude that 1111n01s wlll continue ’

to move away.from its equity goals unless S}gnlflcaﬁt changes are made wn-tgg :

state's sch901~finanée system, . T o
‘Illl . v . - . , ,‘ 1 i ”

¥ ! - ) - . I" = ' . \ § 2

The Status of Schoo} District Organization = - ' - . - o
. , :

IN}inois is nne of three remaining states {along with Ca11forn1a and

fb;as) which still has more than 1008 1ocal school districts, Refiect1ng a’

El

) nat1onal Hattern the number of local schoo] d1str1cts decllned dramat1ca11y

N A

_ Illlno1£‘throughout the latter 19405 and early 1950s. This pattern of -q,
decline contlnued in Illlno1s, although at a much lower rate,.thrdughoﬂt\the S 3
19605 and even into the early 1970s. Since'the early 19?65 _however, very’
11tt1e progress has been made ln redueing the high number of local school ) - :/ }
districts in the state. ,In%1981, I1%inois had I‘Blo local school dlstrlcts, -

¢ consisting of 437 elementary, 125 secondary, and 448 unit school d1strrctsf .l A Y.
(s e Table 7), 519n1flcant]y more than the number of schoo] dlstr1cts 1nf

comparable states such as M1chlgan (5?5) “and Ohio (615). ’ s, ) '




_ TABLE 7 - o
e OF OPERATING SEHOOL nlsn‘iicqs IN ILLINOIS, JULY,”1981 0

y ‘

B * N . M ) "'.

» 0, . I - . . . E
v . * 725,000 10,000 5,000 . 2,500 1,000 ~ 600 300 ©  Less” I
' ‘or to to " to tox ~ to_ .. to, - Than,6 ° -t

Total over 24,999 9‘ 999 4,999 2 499‘ 999 599 - - _.§00 B -

" - <

A . : Elementary School D1str1cts (K-B) " . e "'\_v

= . : .Y, .. . ;g
431 . 0 21b A A P T .

. . . " . l.a‘ -.\ ‘:';

. _ . Skcondary Sch‘ool Districtg (9-12) - - L e T

SERC 2 .12 IR R (IS U RN R S/

' . . ) e walt

l . i : i i ' ’ ) : . T b " T ,'-:

. , . Unit Schr:zol Districts (k-12) oy . Lo TR

. . . L - W R

Mg 3 w0 22 RS (A O :{;5./ el

v % B N FJ ’ -, '. s ... . N ‘_‘1;3‘_.
1,010* 3 14, a ' o9 225° 186 * 206 218 - -,

- _—‘f/ i‘ b . . - .- .;n i‘
. r _‘ - -
*Excludes Department of Corrections Oistrict <, : T, .

" Source: Y Ninois Public. Schapl Finance Project, "Obstacles To School Dlstrlct .o,
' Reorganization in ITlinois Public School Distmcts ! Ju]y, 198 : : SR
; < Table 2, p. 10 C - A L
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while theré has”been considerable activity in terms of educational
researqh, policy analysis, and legislative enactments in the school finance
« area, very little attention has been focused on the status of EEQOO] district
‘ reorganization in the State over the last decade. The last comprehensive
study on sthool district organization in I1linois was the -Opportunitiés for

- /
Excelléence report in [94} (Governor's Commission on Schools, 1973). After

concluding that school disurict size (enrollment) is a critical factor
affecting the qyality of local educationaf opportunities, this study presented.
both a statement of goals for schbol district reorganization, as well as a

I . - .

4

/ ' e
sweeping agenda for change based on a mandated plan for the reorganization of

the State's Schaol districts. Among its more controversial recommendations,
the report arged that new school districts be® established based'on the

following minimum enrollment standards:’

®
X Pistrict Type Program Scope . Enrollment Minimum
: , * Unit Oistricts . K - I2 1,500 Pupils e
‘1 Elementary Qistricts . K-~8 1,000 Pupils
. Secondary Oistricts g - 12 ‘ 500 Pupils '
hY . . 4 i *

; . .o & .
In addition, the stEdy was quick to point out that these enrollment standards

were minimym standards, and' still considefably smaller than what many persons

L

might consider optiﬁum.
After justifying these minimum enrolliment Standards, the study
pointed out that in I1linois, on a statewide basis, 63 percent of all ;

districts were below these minimum standaras, and that 47 pertené of all

ﬁ;hbiic school students attended schools operated by districts of less than:

minimum size -for their type, e.g., unit, elementary, secondary. Furthermore,
with regard to wealth, on a statéyjde basis, 58 pércent of all districts were
below average wealth for their type, and 67 percent of all students aEtended

\ . ‘ '2/" /

»




_the average wealxh for their type., The second phase of the plan directed

, - 19 -

schools operated by districts of less than average wealth for their type. Of

L "

the statejs 1,084 school districts at the time, 339 or 31 percent failed to
meet both minimum size and average wealth criteria.

The reorganization plan recommended that attention be given first to

]
L]

those Aistricts having both less than the minimum énr~11ments and less than - -

4 L r

attention to those remaining districts which had above-average wealth, but -

insufficient enroliments to0 enable them to put the wealth to efficient

educational usé. Finqlly, the Oﬁportun}ties for Excellence report recommended -
that the statewide reorganizagion plan include financial incentives for , " 1
reﬁrganization. The;e,proposed fiscal incentives .for reorganization included
bnovisions to make sure, that Histricts would not lose any state aid as a

result of reorganization, to address problems associated with existing debt

r

v * 9 -
retirement, and to alleviate the repayment of capital costs that might be

incurred because of reorganization. - ) -

-
- - »

The General Assembly never confronted the issues examined in the . -

- enrpliments, its basic findings, conclusions, and recommendations are’ probably
I .

‘district reorganization., It is not surprising that there have been very few

Opportunities for Excellence report, and consequently.very little has changed
in terms of the status of school district reorganization in Il1linois since the
study was completed in 1°73., Nevertheless, given the significant shifts in .

1

demographic and economic factors, as well as the dramatic decline in school

L]

more applicable today than theg were ten years aéo. The General Assembly not

only did not enact any of the proposed fiscal incentivgs~for~ faciiitating —
school district reorganization, it never took the time in the last 10 years to

eliminate any of the existing procedural or financial impediments to school

1
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attempts to reorganize school districts in I1linois the the last ten years.
X The Ilinois Public Schoo! Finance Project recghtly reviewed the
status of school district'reorganization in I1linois by $ummarizing the
stq}utory procedures specifiéa for reorg?nization. and by identifying the
various procedural and financial obstacles whfch comnunities must confront if

they choose to-reorganize or consolidate (I!linois State Beard of Education,

July, 1982). After considering the various legal requirement, in The School

Code of INlinois affecting school district boundary changes {e.g., the

petitioniné process, the role of an affected district), and certain
_charactristics of the school finance system affecting the Pengahization of

different types of districts (e.g., maﬁimum permissive tax rates, state aid

disincentives), the study preserts.the following basic cenclusions: ° .
.1.  Separate elementary and secondary school districts have greater access to
. non-referendum taxing authority than do uynit districts.

2. Combined districts may receive significantly'less general state aid in

the reorganized mode as opp§sad to their existing status,
- sy . L] :

3. The sharing of existing debt after reorgan?zation may cause some
districts to experience an additional tax burden. &

4, The existing statutes are inconsistent in the limitations they p1ace on
some forms of district reorganization.

5. The protection given to affected.distriéts in a reorganization may
impinge on the petitioning districts® ability. to.effect change within
.their district structure.

*

This study reconeQQS that the local taxing authority of unit districts should
be equal to the sum of local- taxing authority for both elementary and ?igh
schoof}districté, and that fhe statptes governing schbol'distﬁﬁ&t"
reorganization should be thoroughly reviewed@iﬁ order to remove the various§ °

‘

inconsistencies yhich have developed over the years.

*
"
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The Recent I1linois Public School Finance Project . f'

The INlinois State Board of Education initiated’a compreHensive

. school finance research project in early 1981. For the past two Years, the
. ' J

I11inois Public School Finance Project (IPSFP) has been basicali? concerned

with.the development of a set of recommendations for'implementatﬁon of a new

. . I
system of school finance in the state. The Technical Advisory ?aneL (TAP)

[
which,was appointed by the State Board to direct and assist the/project staff

and its consultants recently issued its final report (IllinoisfState Board of
_Education, September, 1983) The TAP presented "a comprehens10e system for
financing Ill1nols publlc education" based on 44 recommendat1ons which were
partitioned into the following three organizational categorief: 1} Djstribu-
tion of State and Federal Funds, 2) Generation of Revenues, and 3) Management

s

of Resources. /
but interrelated

“ The IPSFP consisted of approximately twenty separate
studies, the bulk of which‘were coﬁdocted by the State Boar 's own staff #Ssuch
as Lthe one just descrlbed ph1ch exam1ned obstacies to schoqf district
reorganization. The two studies conducted by the external/consultants,

Associates for Education Finance and Planning (AEFP), which serve as a basis

for the developmemt of a Resource Cost Mode] {RCM) approach to school finance,

* -

however provlde the foundat1on for the proposed ne{sgys:f . The basic
premise of the RCM e%?roach is that the state ‘aid r%celv d by local districts
should be adJusted for valid var1atxons in the costs%of {ocai educational

programmqng;—aszwell_.s-for differences _in local taxibasL The RCM consists

of two basic components--the cost of Education Indice JCEI), and théfProgram

Cost Differentials (PCD), which accommodate the maJor‘fburces of educat1ona1

cost differences * The CEIl and PCD indices are 1ntegra%Ld lnto & comprehensive
T ‘:."" 4 rf

|

!

’
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framéwork which addres; both variations in the resource éosts and variations
in the resource configuratiq;s necessary to provide access to appropriate
educational services for each school district. CEl adjustments providelaccess
“to comparable resources for a}l districts. PCD components provide
differential 4ccess to the resources necessary to meet the needsvof a specific
student pepulation in each district.

The implementation of this comprehensive set,of recommendations, .

a{ong with the adoption of the Resource Cost Model approach, would

substantially change the public school finance program in I1linois.
/ ' ‘Pneliminary simulafions‘iﬂdicate that the.usespf the RCM appéoach during the
198182 schoo]lyear would have cost $5.3 billion in total. Although all Jocal |
%chobi districts spent $5.2 billion in total during that year, many individual
districts spent much less than the resource cost mo&g} could.hhve required for
certain,services,l The:IAF prédicted it would have taken anotﬁer $1.billion to
bring a]} dgistricts up to the level of services sp;cified by the RCM. The
State Board is currently clarifying and refining the recommendations by the
IPSFP, and pians to use them as a basis for proposing new legistation in the .

General Assembly next spring.

A Changing Environmentand Today's Reality

) 4 . .,
Some_fundamental. demagraphic_and economic changes are occurring

across the country.’ Tbe impact of these changes has been more pronounced in

the Midwest region, and in particu1ag, in the five Great Lakes states than in

. some other.reéions of the couﬁt}y. ﬁlthough the Great Lakes area is wealthy
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deteriorating condition of education. This tax package adressed the State's

-

b ® - 23 -

in terms of its ability-to-pay, the significant population shifts to the South

and West, and the relative deciine in personal income gfowth, contiqye to

L]

erode its tax base. In addition, other economic factors and trends involving

L . ]

“"smokestack industries". export markets, defense sQendtgg, and the like, are
also serving to depress ihe rgte of economic growth in this region as

compared with the growth rates 1n.other segments of the count}y. Furthermore,
the Great Lakes states in geneqalé and I1linois in particular,‘are projected .

for be]ow:%verage annual real growth rates in parsonal income whenfcompargd

.

with the country as‘g_yhole (U.S._Department.of éommerce, Novéhber, 1980,
Téble 2, p. 47, and Table 3, p. 49y. There is no eyidence to: suggest that,
these changes and trends appear to be slowing. ‘
Hhiie siowed gconomic ‘'growth in the Midwest has served to narrow the’
tax bﬁse, the recent slowdown in taxing and spending héz also cpnstraineq the
generation of public revenues. Althougﬁ,public school revenues increased
consideraﬁly in nominal terms during the 1970s, the rate of these increases

began to decrease.during‘the latter fg?Os. Public school revenues began to
decline n ;eal terms for the fir;t ;ime arfound 1978, and many state budgets
for the pubiic schools were sharply reduced during the latter 1970s and early
1980s. Education has not fared we]l in the Midwest during the early 1980s,
and this is particularly true in IMinois.’ '
The SJbstaﬁtial tax inc;;ase in I]1linois in 1983 did not provide any

"new" funds for the schools, but it has at least temporarily halted the

immediate needs,‘but‘it didn't provide any permanent soldtion or any

. ;. )
significant reform. In addition, the tax increase was predicated on an

.

improving économ&, and mﬁEh of the new ravenue generated thrdugh the tax: .

+ -
. Rk

'
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increase this year will be used tolpay last year's deferred bills. Already
.there is talk about %he necessity of another tax increase in 1984 (an election
year), or ;t !east of the possibility of méking the %emporary increase (for 18
months) in the state income tax a permanent change. |
The Short-range revenue prospects for the public schools in I11inois

3

look bleak., Most would agree that major educational reform, to be

-

significant, will require a big influx of state revenues for the public

schob]s. For this reason, the expectation that the General Assembly will

enact major school finance reform this spring may be unrealistic. The

3

. comprehgnsive changes proposed for the Nlinois school finance system ﬁ%y be .

sound and needed, but the\reqhired price tag may be prohibitive. The set of
recommendations by the IPSFP may be too* ambitious, and it's not inconceivable

the this report may lie dormant, just as the recommendations of the previous

report, Opportunities for Excellence, were never addressed.

On the cdther hand, it would seem that a merging.set of conditiohs '

" will prompt the careful consideration of school district reorganization on the

%
part of several school districts throughlout the state in the coming years. .

Given today's reality with regard to the fiscal situation.’schoél district

L -
reorganization is a reform that does not have to be a costlﬁ‘proposition.

Certain school districts may be forced to consolidate depending on the éxtent
Eo which they exper%ence declining enroliment probiems, the extent to which
they myst relyﬁoh a co;stricting local property tax base, or the extent to
which they ﬁFve flexibility in closing buiidings (at@en&ance areas) wifhin
their own districtg.' The time appears opportune for the §tate tq incorpor?fe
{ncentives into its schaol'finance system to promote, or‘§t leagt facilite?

13

school district reorg#mization or conseliation, Let's hope that ten-years"
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from now someone isn't refermng to the recently completed IPSFP study, and

suggesting\llat the time may be opportune for the pt1on of an RCM approach .

N,
to the state's school finance problems. »

\\
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