DOCUMENT RESUME

ED 302 376 RC 016 916

AUTHOR Thompson, Davié C.; And Others

TITLE State Involvement in Capital Outlay Financing: Policy
Implicatioils for the Future.

PUB DATE Mar 88

NOTE 56p.

PUB TYPE Reports - Research/Technical (143) -- Viewpoints
(120)

EDRS PRICE MF01/PC0O3 Plus Postage.

DESCRIPTORS xCapital Outlay (for Fixed Assets); Court Litigation;

*Edqucational Equity (Finance); Educational
Facilities; Elementary Secondary Education; =*Finance
Reform; xPu“lic Schcols; xSchool Buildings; =»State
Aid

IDENTIFIERS Fiscal Neutrality; =Kansas

ABSTRACT

This monograph addresses the issues surrounding
financing school buildings. Kansas finances school buildings from the
property tax base of the school district in.which the building is
located. Local districts face fiscal constraints in maintaining and
building facilities. The backlog of maintenance in Kansas exceeds
$380 million. Research in Kansas indicates that inequities in
facilities will widen among its 304 school districts, 80 percent of
which are rural. Many other states finance facilities by providing
grants to local districts. Th:. monograph evaluates the legal
potential for stAate responsibility to aid facilities in Kansas and
providecs recommendations for state involvement. It describes court
litigation in Kansas and other states involving the issue of
facilities funding. The recommendations are based solidly in
research, practice, and conservative extensions of legal principles.
If research shows a relationship between facility adequacy and
instructional outcomes, then courts will likely follow with mandates
that the states bring their school buildings into compliance with
predetermined mininum standards for describing adequacy for
instructional facilities. The document includes tables on such data
as: (1) age of buildings; (2) condition of buildings; (3) financial
data on districts; (4) tax base of districts; (5) capital outlay; and
(6) bonded indebtedness and capital outlay plans. This monograph
contains 95 references. (KS)

AR R AR AR R R R R R R R R R R R R R R AR R R R AR R R R R AR R R AR R AR R R AR R R R AR R R RRRRRRARRKRRRRRRR

* Reproductions supplied by EDRS are the best that can be made x

% from the original document. *
AR R R R R KRR R AR R R R R AR R AR R A AR AR R AR A AR A AR AR AR R R AR R R AR R RS ARRRRRRRRARRRRRR R




I

O
N~
M
Y
o
(A
o
w

STATE INVOLVEMENT IN CAPITAL
OUTLAY FINANCING:
POLICY IMPLICATIONS
FOR THE FUTURE

David C. Thompson
Kansas State University

William E. Camp
University of North Texas

Jerry G. Horn
Kansas State University

G. Kent Stewart
Kansas State University

. U8 DEPARTMENT OF EDVUCATION
PERMISSION T% REE:R%DAL:ﬁ'EEI;HBE Office of Educational Rasearch and Improvemant
MATSMIAL HAS EDUCATIONAL RESOURCES INFORMATION
. CENTER (ERIC)
=& This document has been reproduced as
received from the person or organization
onginating it
O Minor changes have been made 1o improve
reproduction quality

® Points of view or opinions stated in thia docu-

TO THE EDUCATIONAL RESOURCES ment do not necessarily reprasent official
INFORMATION CENTER (ERIC).” DERI position of policy




AN OPEN LETTER TO READERS

This monograph is about financing school buildings. It is written for school
administrators, educational policymakers, and other individuals with more than a
casual interest in educational finance. It is especially written for persons interested
in gereral equity in education and facility financing in particular. It is about Kansas,
and it should be keenly interesting to Kansas’ educational and political leaders.

These individuals are abundantly aware that Kansas school buildings are financed
from the property tax base of the school district in which the building is located.
This is the law, and it has been the law during the 127 years of Kansas statehood.
Certainly, this is not atypical; twenty-one other states res; responsibility for school
construction finance with the local district. Interestingly, four of those states border
Kar.sas and four others are fairly nearby—Arkansas, lowa, Minnesota, South Dakota,
and Texas. This system of finance was typical of most states and worked fairly well
until the turn of this century.

During the past eighty or so years, major social and political events occurred which
have caused dramatic shifis in the needs of school districts relative to financing school
building construction. Kansas did not escape these events. Through the 1220s and
1930s the population grew rapidly, and new communities developed and flourished.
School buildings were constructed to accommodate increasing school enrollments,
except that during the 1930s, few school buildings were constructed except some
PWA projects. This decade of relative inactivity was followed by the war years during
which little construction took place. Alth: 1gh the postwar baby boom of the 1950s
and early 1960s saw a great deal of new construction, there was little replacement
of older facilities. Many of those older facilities were 2¢ least forty years of age
by 1965; some are in use today.

About 1970, enrolkaent began to decline. The decline continued into the early
years of the present decade. While school boards were reluctant to build new facilities
when enrollments were declining, some older facilities were replaced. Also in 1971,
state and federal courts began to be called upon to rule on issues of general school
finance equity. Many court cases were decided with widespread impact, and still
others are awaiting trial. The decisions in those cases focused attention on state finance
systems for general fund (instructional program) financing. Concurrently, new
emphases and new initiatives were mounted to make schools more effective,
instruction more relevant, and teacher training and development more meaningful.
Again facilities and facility financing were fcr the most part outside the 1nainstream
of educational change which has occurred during the past fifteen or so years.

During the same period, the bacl:log of needed school construction and maintenance
continued to increase until now, in 1988, estimates of the national backlog in
maintenance exceed $25 billion. In Kansas alone, the backlog amou ats to over $380
million. While states responded and are continuing to respond to educational equity
issues, buildings are continuing to age and deteriorate. Research in Kansas indicates
that the facility issues will intensify and that inequities in facilities will widen among
its 304 school districts, some 80 percent of which are rural. At the same time, school
district plans to initiate capital improvement programs are being frustrated by local

E T ‘onstraints. .
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The whole problem is now compounded by increasing court interest in facilities.
Federal courts have alr- 1y addressed the problem in some states. Courts have
mandated taxation, as in Missouri, in which tax rates are set judicially and are aimed
at financing capital improvements. The potential for additional court action looms
heavily in the future. In addition to the decisions already established in case law,
there are other cases pending which may result in dramatic changes in facility finance.
Existing case law frequently recognizes the effect of school buildings on instruc-
tional programs an. indicates that changes are due in order to better egualize equal
educational opportunity. The pending cases hold tremendous potential for significantly
impacting how school buildings are financed in the fifty states. Some investigators
are arguing vigorously that 1t is simply a matter of time until courts require states
10 equalize facilties «n a fashion similar to 1inance plans which have been assemble 1
in recent years to satisfy court mandates to insure fiscal neutrality for instructional
opportunity.

Valuable research on the topic of facility equity has been completed, and other
research is still needed. This research monograph centers principally on the impact
of facility needs on lezal taxing units. The monograph evaluates the legal potential
for state responsibility 10 aid facilities in Kansas and provides recommendations for
state involvement. Th.: recommendations are based solidly in research, practice, and
conservative extensions of 'egal principles to the task of financing educational
facilitiee There is a clear recognition in this monograph that if researchers show
a relationship between fcility adequacy and instructional outcomes, then courts will
likely follow with mandat2s that the states bring their school buildings into compliance
with predetermined mimimuin standards for des:ribing adequacy for instructional
facilities.

The authors are fully aware that many facility studies are conducted in .~.¢ state
of Kansas each year by boards of educations who use consultant services. The authors
are also aware that all such studies include recommendations. At least one of those
studies recently included a recommendation to Kansas boards of education that the
district sue the State of Kansas for a perceived failure to provide assistance to educa-
tional programs as expressed by school facilities. Although none of the authors has
participated in such recommendations, the likelihood that a lawsuit will occur
increases each time in a similar recommendation 1s made.

It is with this potential clearly 1n mind that this research project 1s offered for
critical review. It is dedicated to the inquiring minds of practitioners and policymakers
alike as an opportunity to examine policy options for meeting an emerging challenge
in the future of Kansas education—that of facility equity.

ERI!
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Chapter 1
PUBLIC SCHOOLS AND CAPITAL OUTLAY

Introduction

Educational policymakers have reasun tobe concerned with capital outlay financing.
Althongh schoo! finance observers have frequently spoken out regarding the potential
impact of capital outlay firancing on the economic balance of school tav structures,
the topic has received more avoidance than attention. In fact, a discussion of capital
outlay funding and potential state participation is likely to evoke strong emotions
and responses. Financing the nation's schools appears to be an insurmountable
problem, and property tax concerns and a growing unwillingness among patrons
to support tax increases constitute an increasingly serious threat to the integrity of
educational systems in America. Increasingly. tax reform initiatives place pressure
on school officials, board members, and legislators who must be sensitive to patrons
while accepting the legal and moral responsibility of their respective offices.

Concern for equity in school finance is not a recent phenomenon. Reform interest
escalated to historic proportions during the 1960s and 1970s. Many sweeping changes
occurred across the nation. The period of the 1970s in particular saw many court
decisions which ruled state systems for financing education unconstitutional because
of extreme variations in wealth. The Serrano v Priest (1971) decision in California
with its emphasis on statewide equality of educational opportunity sparked an impetus
fet the refo m movement, causing realignment of many state systems for financing
education.

Th  wsuits which resulte in sweeping reforms and new finance formulas across
thest s brought funding mechanisms in line with court requirerients. Many basic
equity concerns were not truly resolved, but states found artificial mechansims which
adjusted for inequities that occur naturally within tax base distributions. Numerous
examples exist in. which it may be seen that real issues of unequal property wealth
were not corrected. but the increased level of funding by the states through new
finance formulas was often sufficient to satisfy the courts. As a consequence of in-
creased fiscal support, the furor over finance formulas and equity concerns
diminished.

Enthusiasm for reform waned following the changes brought about by Serrcno,
but a resurgence of interest for equity in finance is bacoming evident once again.
Several states are facing new court challenges to their present systems of financing
schools. Some of the interest is no doubt related to the economic climate of the states.
As long as revenues are plentiful, society is relatively slow to challenge traditional
methods of financing schools. As economic difficulties increase, the likelihood of
challenges also increases. It is also likely that some interest is rooted in past attitudes
which still persist. The legacy of aggressive litigation from the 1970s has provided
a history which holds fruitful promise for court challenges to state finance schemes.

Interest has receutly begun to turn toward a better understanding of how school
finance mechanisms and instructional programs are dependent upon each other (Childs
and Shakeshaft, 1986). Thus, focus is turning toward the integrated and interactive
E T Cof all facets of education. Just as lthere are conzerns about teacher quality,
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instructional resources, and other achievement variables, there is a concern that
equ...ity of opportunity may be affected by bricks and mo~ar. As our knowledge
of effective schools, effective principals, and effective teachers improves, we are
called to explore the interaction of facilities and educational programs (Odden, 1986).

As we move from the 1980s into the next decade, several indicators suggest that
methods for financing facilities r 7 receive new emphasis in the search for better
understanding of how opportunity and finance are interdependent. These indicators
are seen in a quietly growing body of court comments which touch upon funding
facilities and in an increasing body of research hterature which examines the achieve-
ment of equity in facility financing. These barometers suggest that a deeper examina-
tion is in order.

The Key Issue

This monograph addresses severai concerns surrounding school building finance.
The purpose of reviewing capital outlay financing is to place in perspective somc
sense of the emergence of the concern, to provide a guiding synthesis of existing
research, to add through new research to the body of knowledge. and to speculate
on how the issue may affect the rural and urban areas of the state of Kansas and
the state as a whole.

The concems and issues surrourding financing facihties are thus succinctly stated:

* What are the sources of concern, and what are the legal 1ssues surrounding

tl. 2 potentially troublesome issues?

* How are other states addressing the issue, and can we gain insight into the
problem by observing their involvement?

* What are the dimensions and effects of the problem in Kansas?

* Are there differences betwesn rural and urban areas of the state, or is the problem
generic to the entire state?

* Is there an association be:ween educational faciiities and the quality of
educational programs?

Answers to these questions are not clearly evident. Studies have found that most
school district superintendents hold a high level of awareness and concern for
financing facilities (Jolley, 1983). Similar evidence exists in Kansas (Thompson et
al, 1988), but the evidence also suggests that superintendents are slow to embrace
state involvement. 7 2ere appears to be strong resistance to extensicn of state sup-
port to facilities funding despite the fact that some needs are going unmet as a con-
sequence of extreme dependence on local wealth for funding school facilities (Bogie,
1986).

Like most issues in education, the question of how to provide school buildings
“ ““ildren is complex. As issues are examined, new questions arise from the

E lCnt. By examining related research and by continuing the research that has
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already been conducted in Kansas, we are able to answer some concerns and to raise
new and important questions. The answers and questions will serve to offer structure
for evaluation of the concern and to help in the determination of future state policy.

Historical Antecedents

Historically, facility financing aas been a low priority in the overall school finance
picture. Sophisticated formulas have been developed for operating budgets, special
programs, transportation, and other services, but capital outlay and debt service have
received less than enthusicstic attention among the states (Barr et al, 1973; Cross,
1983).

Several causes for state inaction have been surmised. Chief among the reasons
has been tradition. Prior to 1900, education was a uniquely community-based event.
A smaller percentage of children attended school, and building costs and programs
were simpler. School buildings were such local possessions that they were often
raised by hand with volunteer labor and donated materials and land. Obsolescence
of faciliues was nearly ncnexistent, and the demands of a largely rural nation on
the tax base for competing governmental services were minimal (Burrup, 1982).

The years after the tur. of the twentieth century saw the advent of bonding for
construction of facilities. School districts experienced needs that increased faster
than their ability to pay with cash, and issues of tax base adequacy emerged. In the
new economy of the growing nation, assessed valuatici of property and location
of power plants, oil and gas facilities, railroads and other industries became critical
to the local community's educational funding program (Thomas, 1978; Salmon et
al, 1981).

Despite a historically low priority for funding facilities, a number of states have
experimented with aid to construction and have adopted plans providing for state
participation in funding local school buildings. A number of events occurred which
encouraged states to become involved. School building needs increased dramatically
after World Wars I and II and fo'lowing the Great Depression of the 1930s. These
devastating events had nearly halted facility construction, resulting in a severe bzcklog
of unmet needs. Additionally, the increasing costs of education, demands for nev.
curricular programs, and postwar mobility of the American population removed
education from the closely-knit communities that previously existed.

The widespread reorganization of school districts which occurred in the late 1960s
also contributed to the demise of the local schoolhouse, and the unified or consolidated
school district with increased student population became a new reality. At the
beginning of the twentieth century, the American education system was highly
decentralized with over 125,000 schooi districts financed entirely at the local level.
By 1987 that number had decreased to less than 16,000 school districts financed
jointly by local, s e and federal dollars (McRel., 1987). Nonetheless, issues of local
control remain strong in their effect on funding patterns, and vestiges of older systems
= ‘mance exist where several states continue to support more than 1,000
Emc‘jent school districts.
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History of State Involvement in Financing Facilities

State: invclvement in assisting local communities with fcilities funding provides
a checkered history. At various times the effort has been enthusiastic, but at other
times denial of rcsponsibility has been evident. In general, (here has been less than
enthusiastic support among the states for the concept of state participation in school
building costs. States have often given the same impression regarding facility finance
reform that was cvident surrounding general scheo! finance reforms in the 1960s
and 1970s as states waited until forced to reorder funding formulas.

Despite the slowness of states to assume responsibility for the major expense of
providing for construction and upkeep of facilities, there has nonetheless been
considerable movement toward increased state involverment. Table 1.1 indicates that
28 states prese. tly provide some form of true grant-in-aid assistance to local school
districts.

Table 1.1
METHODS OF STATE PARTICIPATION 1988
Grants No Aid
Alaska Montana Alabama
Arnizona North Carolina Arkansas
Califorma North Dakota Colo,ado
Connecticut New Hampshire Idaho
Delaware New Jersey Indiana
Florida New Mexico lowa
Georgra New York Kansas
Hawan Pennsylvania Lowsiana
Nlinos Rhoue Island Michigan
Kentucky South Carolina Minnesota
Maine Utah Missoun
Maryland Vermont Nebraska
Massachusetts Washington Nevada
Mississippi Wyoming Ohio
Oklahoma
Oregon
South Dakota
Tennessee
Texas
Virgima
West Virginia
Wisconsin

Source: Camp, William E., and Thompson, David C.
Compiled January 22, 1988

@ :methods by which states have participated have been diverse. Within the 28
E MC providing grant-in-aid programs, a wide range of participation schemes exists.
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When states which provide either loan funds to local districts or bond authorities
and bond banks are included, the number of states establishing some form of assistance
to local school districts increases to 45 of the 50 states.

The features of the basic plans utilized by the states are varied and unique to the
states’ needs. Despite the variance associated with adaptations, the basic plans remain
fairly consisteat in their operation. The major trends, each with its strengths and
weaknesses, are seen below:

Full state support. Full state funding implies a major assumption by the
state of the local building program. Under this concept, education is seen
to be an ultimate state responsibility. Several states presently employ
a full state funding concept in some form.

Advantages to full state funding include the support of the wealth of
the entire state and provides the broadest possible tax base and access
to resources within a state. Additionally, full state funding closely ap-
proximates principles of wealth neutrality important in Serrano. Disad-
vantages associated with full state funding have included a higher than
anticipated cost for needs that have been identified, and some concern
is present for local control of education and local initiative when the state
has assumed the sole or major financing role.

Equalization grants. Equaliza:ion plans are similar to the familiar equal-
ization formulas often found in general fund financing and are generally
gi* 2n on some type of percentage-matching or other method by which
aid increases as ability to pay declines.

Equalization grants are presently available in several states. Advan-
tages to equalization aid to facilities are the same as for the genenal fund.
Consistent with Serrano, districts are aided in inverse proportion to ability
to pay, thereby ensuring that lack of wealth results in greater aid from
the state. Few disadvantages havz been seen for such schemes, except
that a major weakness has simply been the fiscal ability of states to ade-
quately fund all of the identified needs among districts.

Percentage-matching grants. Percentage matching plans provide funds
to districts on a cost-share basis. A level of support is determined by
the legislature annually. The unique feature is frequently that a district
may choose to increase its contribution amount and qualify for increased
state participation.

A major advantage is seen in the element of incentive for increased
local effort. The piimary disadvantage is related to ability to pay. Districts
which are in greatest need due to low wealth may not be able to afford
increased local contributions in order to receive higher aid monies
associated with increased local effort.

Flat grants. Flat grant provisions offer the district a set amount of money
O hat is legislatively dctermined on some distribution basis. The result
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is that while aid is not necessarily related to need, the district’s cost is
nonetheless reduced by the equivalent amount.

The advantage is that districts receive at least some funds where none
previously existed. The disadvantage is seen in that there is no relation-
ship between ability to pay and aid received.

State loans, Loan programs provide funds to school districts with favorable
interest rates and strong security ratings for investors. Loan programs
require repayment by the local district to the state.

Advantages are similar to grants in that money becomes available to
districts and favorable treatmemnt reducing repayment cests is often pre-
sent. In some instances. loans are forgiven if the district is unable to
repay the loan. The primary disadvantage lies in the relationship of wealth
to ability to pay. Districts in the greatest need of funds may 1n some
instances be districts that are least able to afford the added expense of
borrowed money.

State or local authorities. Building authorities exist in some states which
have laws allowing for utl.cation of private caputal 1o construct and lease
or lease-purchase school vuildings to local districts. Building authorities
are thus able to provide funds fo local construction without major
concern for limits of assessed vab ation.

The major advantages of building authorities lie in the ability to tap
resources separate from the school’s tax base. take advantage of
economies of scale, and the process of building schocls is frequently
shortened. Opponents of authorities e the ability to avoid voter opinion
through bond issues and the involvement of tax dollars in potentially
ircreased costs associated with for-profit enterprises. Opponents of
building authorities see grave consequences which they believe to be in-
imical to democrati¢ principles.

Despite the high number of states which offer assistance to financing facilities
in some form. many plans do not rovide substantial assistance to local districts.
Some genuine experimentation has becn seen. but in many instances involvernent
has becn forced. States where involvement has been substantial have also tended
1o be those states which provide greater than 50 pcrcent of general fund revenues.

The question of legal responsibility for state participation 1n school building costs
is the basis for this policy analysis Presently 22 states offer no assistance in the
form of equalization to capital outlay in local school dis.ricts. These states may
potentially be targzts for claims of unequal educational opportunity. Kansas is among
those states that provide no assistance to financing facilities. Given the absence of
state participation for capital projects 1n Kansas, evaluation of potential consequences
should be a present concern for educational policymakers.

Ric 11

6




Chapter 2
EQUITY, THE COURTS, AND CAPITAL OUTLAY

The Legal Concept of Equity

A concern for equity has been the foundation of court decisions in school finance
throughout the entire period of finance reform. Equity is an elusive term which has
been broadly used throughout the educational jargon. Equity has as many definitions
as it has applications. Similarly, equity within school finance is variously defined.
For capital outlay purposes in this monograph, we will consider equity as requiring
acriev ment of three dimensions commonly present across the research literature
(Thompson. 1985; Carlton, 1980, Funk. 1980). All three dimensions are direct
products of the reform movement following the Serrano (1971; 1976) decision in
Canfornia.

The first dimension of equity seeks accessibility to fiscal resources. and is referred
to as resource accessibility. Resource accessibility requires that students within a
state have equal access to resources required to meet their needs. Resource accessibili-
ty is the primary foundation of all efforts to equalize expenditure levels Resource
accessibility 1s central to the Kansas School District Equalization Act (SDEA) and
seeks to adjust revenue variations by the infusion of state aid into relatively poorer
school districts. Resource accessibility is an integral part of othzr equity funding
efforts such as special education.

The second dimension of equity is ex post fiscal nevtrality. r.x post fiscal neutrality
means that variations in per pupil revenue should not be related 'o the local tax base.
but that variations should instead be related to local preference (Mzlcher. 1979).
Thus ex post fiscal neutrality is a pupil equity standard which exhibits an equal
educational opportunity concern for students across an entire state.

The third dimension of equity is ex ante fiscal neutrality. Ex ante fiscal neutrality
exhibits a concern for taxpayers by requiring that equal tax effort in all communities
should yield equal revenue. Equalization formulas are a mechanical adjustment for
the effect of unequal distribution of assessed valuation by providing higher aid to
puorer districts because equal effort does not ordinarily result in equal tax revenues.

These three principles are concerned with students and taxpayers. They provide
a working definition of equity which <tates that students should have access to
resources to meet  eir individual needs regardless of location of residence in a state
and that taxpayers have a right to expect the state to support education to such an
extent that variations in 'ocal wezlth will not have an adverse effect on the local
ability to provide an adequate educational system. While other confounding factors
exist which affect the ultimate accessibility by students to educational services, these
definitior:s of equity assist in understanding the legal principles which have caused
realignment of general fund formulas in several states including Kansas.

Principles of General Finance Equity
Responsibility for financing education is well established. The Tenth Amendment
to the U.S. Constitution delegates all powers to the states which are not specifically
@ ed to the federal governmert. As the federal constitution is silent on education,
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the responsibility for providing a system of schools falls to the individual states.

. This principle was tested in court in Rodriguez v San Antonio Independent School

Jdistrict (1973) when the U.S. Supreme Court refused federal protection under the
Fourteenth Amendment equal protection clause where no individious discrimination
against a class of persons exists. The Rodriguez case was important because it denied
claims of education as a fundamer.al right under the federal constitution.

After Rodriguez, equity cases were filed in state courts secking protection under
individual state . onstitutions. The logic was simply that if federal protection was
denied, then protection under the irdividual states’ constitution might prove to be
a means to force states to substanually egualize «ducation expenditures. In many
instance the tactic proved effective. The language of many state constitutions was
construed by the courts to deem education to be a fundamental right. Where a question
regarding fundamental rights is brought, the cou ‘- “ave freqt .atiy required the state
to defend itself under str.ct judicial scrutiry, thereby requiring a compelling interest
of the state in order to allow the finance formula to stand (Levin, 1977).

Thirteen days after Rodriguez, the New Jersey Supreme Court in Robinson v C ~hill
(1973) declared that the statz’s finance formula violated the state constitution.
Follswing Robinson, states were besieged with equity suits seeking to overturn
systems of educational finance. Similar claims centered around constitutional
language, with a majority of claims focusing on ‘thorough and/or efficient’ clauses
and I nguage which implied or guaranteed education to be a fundamental right (Hack,
1978; Richman, 1981). Where either condition was found. litigants stood a good
c. ince of having the finance formula overturned.

Of the equity suits, Serrano (1971; 1976) in California had the widest impact.
Of intzrest to the states was the court’s decision in Serrano that variations in local
wealth were ultimately relatea 10 educational opportunity. The court ruled that
variations in wealth were violative of equity standards and noted that equity requires
education to be a function of the vealth of the state as a whole. The court also indicated
that failure by the state to correct extreme variations in ability of local districts to
sufficiently provide funds for education represented an abdication of the state’s
constitut unal requirement to establish an adequate system of schuols.

Following Serranv, many states realigned their finance formulas under the
presumption that if chall..ed, their cwn cysten for funding schools would be
deciared unconstitutional. The net effect of Serrano was that states had to find means
by which to adjust for uncontrollable wealth variations. While it was not possible
to physically redistribute property wealth, the states devised methods to improve
assessment practices and to redistribute tax revenues. Equalization formulas were
a popular means by which states attempted to bring expenditure levels clcser together.

There was a common a. sumption in the new finance formulas that equalization
principles applied only to general fund expenditures. The accuracy of that assumption
is being questioned, and there are indicators which suggest that the assumption may
have been erroneous. A quietly growing bedy of court decisi ns intimates that there
are othel areas to which equity should be applied. Facilities financing is among the

© vhich may ultimately be atfecfd,,
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Legal Application
States which offer no support to capital outlay funding place the burden for

providing scnool buildings squarely on the local community. Reliance on local
property wealth to fund capital outlay opens the question of the vulnerability of many
states’ programs 1f challenged (Thompsoa, 1987; 1986; 1985; Cross. 1983). The
effect 1s even broader than the 22 states which provide no assistance to local districts
for capital outlay because of the loca! wealth dependency issue. In the words of
Governor Calvin Rampton as he addressed the Utah Conference on School Finance
in 1972:

**...if we thirk there are 1nequities in state systems for funding current
expenditures of public schools, just wait till we examine the way we
finance school buildings!"* (in Webb, 1972).

Despite the recognition of jeopardy envisioned by Rampton and others, capital
outlay has not yet received the same attention in the courts as has other equity
concerns. Sensible reasons can be provided. chief among which is that is was
Justifiable to fitst focus attention on educational programs which relate directly to
instruction. A second likely reason has been that unless a buiiding is in dangerous
condition, the relationship between educational programs and facilities is not highly
visible. Still a third reason for the lesser emphasis on facilities is a highly local
tradition surrounding financing of educational facilities. Communities have
traditionally resisted government involvement in education, and the dependency of
school facilities on local tax base sufficiency is evidence of lingering tradition. A
final reason appears to rest on the widespread assumption that court-ordered reform
applied only to general educational expenditures.

Court Decisions Involving Capital Outlay

Accuracy of the assumption regarding the lack of need to include capital outlay
in reform is clouded by uncertainty because the courts have take. note of several
concerns involving capital outlay financing. Although no broad equity claims have
heen * -ought initially on capital outlay financing, notice taken by the courts regarding
fine g school facilities Fas increased in both intensity and directness. These
decisions, together with pending court cases. offer some useful indications for
understanding equity issues in facility funding.

For the past 15 years, courts have commented on how local districts provide funding
for school buildings. The Serrano (1971) decision and its subsequent review in
Serrano Il (1976) established the responsibility of the state for providing an adequate
educational system regardless of local wealth. The dependence of educational systems
on local property tax sufficiency was viearly condemned. Rodriguez (1973) added
strength to the concept of state responsibility for education. Similarly, in Van Dusartz
v Hatfield (1973), the Minnesota Supreme Court struck hard when it noted that a
child’s education cannot depend on variations in parental or local wealth. Robinson
v Cahill (1973) in New Jersey added reinforcement to the concept that systems of
education relying on local property taxes violate the rights of taxpayers and deny

l:lkkllc)pportunity by unequal access to fiscal resources.
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Direct reference to capital outlay has been made in numerous court cases, and
the effect of principles of generai equity upon capital outlay funding may be
hypothesized. Shofstall v Hollins (1973) in Arizona noted that funds for capital
improvements were more closely tied to district wealth than funds for operating
expenses and that the capacity of a school discrict to raise revenue by bond issue
is a function of assessed valuation. The court noted in Robinson v Cahill (1973)
that the state’s obligation included capital expenditures, without which required educa-
tional opportunity could not be provided. Provisions were also made in Serrano Il
(1976) for deferred maintenance funds 1n order to satisfy the court. The court noted
in Board of Education of the City of Cincinnati v Walter (1977) that a thorough and
efficient system of schools is not met if any schools are starved for funds, teachers,
buildings. or equipment. The court also showed a concern for capital outlay in wiaz
v Colorado State Board of Education (1977) when it stated that some districts were
better able to provide facilities. In Lujan v Colorado State Board of Education (1982)
the court concluded that the fiscal capacity of school districts 1o raise revenue for
bond redemption and capital reserve was a function of property wealth. More recently,
capital outlay financing was also an issue in the court decision of Christiensen v
Graham (1988) in Florida and Helena Elementary School District et al v State of
Montana et al (1988). Although the Floiida case ruled in summary judgment that
the state system for financing education did not violate equal opportunity, it is
important to note that Florida is among those states which has held national
prominence as a leader in assisting faciiity financing. On the other hand, the Montana
court found that the state’s system of funding public schools did in fact violate
constitutional provisions, and the court specifically noted that the ability of school
districts to raise funds for capital sutlay was dependent on local tax levy, noting
that the absence of state aid to capital outlay created a wealth dependency in Montana’s
school finance system.

A Texas court also recently cited capital outlay as an area needing attention from
the state in Edgewood Independent School Dis:rict v Kirby (1987). On April 22,
1987 a district court judge declared the Texas system of school finance
unconstitutional. The ensuing court order to correct conditions included remedies
and noted that funds for school facilities would be required to satisfy the court.
According to the decision, the iegislature would be required to take action that would
guarantee adequate funding for educational expenditures, including facilities, to every
district through legislative appropriation or local taxation. The court enjoined state
aid distributions under the present finance system, but stayea the order until 1989
to allow the legislature appropriate time to remedy the conditions (Haas and
Sparkman: in press 1988).

The West Virginia case of Pauley v Bailey (1982) offers the best analysis of the
potential breadth of the concern for financing school buildings (Thompson, 1987;
1985). Originally filed as Pauley v Kelly (1972) as a broad concern for inaccessibility
to a quality education, the focus in Pauley became for the first time in history a
direct concern for equal opportunity as defined by adequate school buildings. The
case was originally dismissed. The lower court’s ruling against the plaindffs was

O ed by the West Virginia Supreme Court based on findings that (1) education
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was a constitutional right, (2) a co..stitutionai right required high quality across the
state, and (3) that failures to meet the criteria could not be attributable to the state.
The court saw a primary flaw in the state’s finance scheme in the reliance on local
property tax for providing quality education. A quality education was extensively
defined as including school facilitic..

The Pauley case contains broad implications for the funding of capital outlay.
Pauley holds its greatest value for analysis of capital outlay equity in its extensive
detail in defining a quality education and equal education opportunity. The court
went to historic lengths to describe the scope of a quality education in which ¥ clearly
indicated that facilities were a part of equal opportunity (Meckley, 1983). The court-
ordered master plan for improvement included broad tacilities mandates and specified
in detail that each school would prcvide adequate space and quality for each area
of the curriculum. The court ordered, for example, that each elementary school must
have an art room for each 350-500 pupils with at least 50 square feet per child and
that every secondary school of 500 students would need at least one art room with
aminimum of €5 square feet per pupil. Even storage reas were detailed. Similar
minute specifications were provided for each acadzmic and activity function of
elementary, junior high, and high school levels (Smith and Zirkel: in press, 1988).

The Pauley case signaled a potential change in court attitude toward becoming
involved in definitions of quality education. Courts had lcng stated that, unless forced
to do o, the: would leave the mechanisms of funding io legislatures and would
content themselves with broad equity concerns. In Pauley, the court delineated
exhaustively the characteristics of a quaiity education and indicated a willingness
to define for the state what was expected by equity and equal opportunity. The actions
{the court in Pauley, together with troubles surrounding cases such as Edgewood
v Kirby in Texas and other cases in current litigation, provide some predictive
speculation for potenfiu danger instates which do not support capital facility funding.

Litigation

Several cases are presently in court which challenge state finance systems on broad
equity issues. Equity cases which may hold potential for capite! outlay concerns are
pending in Alaska, Kentucky, and New Jersey.

The courts have frequently noted capital outlay finance as a concern in the equitable
distribution of educational funds. But despite the attention focused in Pauley on the
relationship of facilities to educational opportunity, the court order in Texas to include
capital outlay in state support mechanisms and the notice in Montana of capital outlay
dependency, the two Alaska cases represent the only suits initiallv filed on challenges
to capital outlay funding echanisms. Kenai Pe.sinsula Burrough and Jer:y Ander-
son v State of Alaska and Matanuska-Susitna Burrough v State of Alaska are scheduled
for trial in early 1988. Both cases follow simiiar claims. Both cases reflect Alaska’s
unique system of governance, its finance formula, and its remote geography. Whether
they will ultimately impact on the broader capital outlay equity concerns is not knrwn,
but a potential value lies in the fact that both cases address the right of an appropriate

~425°n withix the local community and the corresponding level of state support
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The Alaska cases rest on prior lawsuits in Alaska involving general equity
principles. In Hootch v Alaska State Operated School System (1975), general equity
claims were brought which sought to force the state to build schools in outlying
communties so that boarding schools would no longer be required of rural students.
The court initially ruled against the plainuffs, but the state agreed to build rural schools
and reimburse both rural and urban communities for debt retirement in order to avoid
continued litigation. Reimbursement levels varied with the condition of the economy,
and the net result was differing levels of reimbursement to rural and urban districts.
The present cases were filed in protest of unequal protection.

It is speculated that the Alaska cases will not have a far reaching application to
broader capital outlay equity principles since the focus of Jhe cases 1s unique to Alaska.
However, other cases which have addressed capital outlay were not originally seen
as applicable either. The 1ssue of differing levels of support for facility financing
may hold some importance, particularly in states which choose to provide funding
to school buildings.

Neither is 1t known whether other equity cases pending in court will affect capital
outlay. In some 1nstances the likelihood appears good that capital outlay will be
addressed since those cases are reviews of earlier important court cases which noted
capital outlay as a concern for the state. The Robinson case in New Jersey has been
brought again as Abbotr v Burke (1985). A Kentucky case Council for Better Education
v Martha Layne Collins was filed in late 1987. Further, a new equity case was filed
in Missouri as Jenkins v State of Missouri (1987). and facility financing appears
to play an important part. The Kansas City, Missouri case promises to keep the issues
of facility finance in turmoil, as funding for school buildings appears destined to
play an import.. part in both the court’s decision and any appeal process.

Finally, leading cases which cite the importance of capital outlay in state support
mechanisms are presently on appeal in Florida, Texas, ana .Vest Virginia. The
decision in Florida in Christiensen v Graham (1988) is on appeal. Edgewood v Kirby
is being appealed by the state, the West Virginia case is back in court as Pauley
v Gainer (1987), and the Jenkins case 1n Missouri is virtual certainty for appeal.
The eventual outcome of Pauley, Kirby, and Jenkins, and other pending cases will
be of critical importance to equity trends 1n school finance. Inasmuch as the issue
is yet to be addressed by Kansas courts, the outcomes of court decisions may have
profound implications for capital outlay financing in Kansas where more than 1 400
school buildings dot a landscape of over 82,000 squ re miles of mostly rural territory.

Summary

Like most issues of substance in education. the 1ssue of facility finance is complex.
Further, as the questions are examined and tentative answers formulated, new
questions emerge from the ferment. Despite the lengthy history of litigation, the
impact of twenty years of school finance litigation is still not clear. No universal
guidelines for a ‘good” school finance system have emerged. How to achieve equity
is nol clearly deﬁned As Augenblick (1984) noted bChOOl inance reform must be

]: [C tution, and the social, political, and economic Lllmale of the states and even
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the nation. One thing is certain in that school finance will be modified over time,
and those modifications may include the question of facility equity. By observing
court decisions and relating it to established research, indicators of potertial difficulty
can be identified and addressed.
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Chapter 3
RESEARCH ADDRESSING CAPITAL OUTLAY

Until 1980, issues in school finance were predictable. Challenges to finance
schemes invariably attacked fiscal variations based on a state's equal opportunity
clause or on the state's education article of the state constitutior. Additionally,
challenges addressed general expenditures rather than facility financing. Although
for many years there has been a concern for capital outlay funding, it did not approach
the levels exhibited for general fund revenues (Baylor, 1984). Despite the absence
of concerted effort to legislatively address those concerns, the research on capital
outlay cquity is ample indicating that the lack of legislative concern has not been
accompanied by an equal lack of interest among researchers in school finance.

The purpose of this review is to provide a sense for the central issues found in
the research rather than to provide an exhaustive explanation of diverse literature.
The review was limited to the narrow scope of capital outlay equity. The amount
of research deemed to be quantitative evaluation of capital outlay funding equity
was moderate when compared to the total education finance equity field which exceeds
7,000 articles and dissertations. The research reviewed was logically divided into
four divisions: (1) early research, (2) tracking methods of funding facilities, (3) equity
concerns, and (4) facilites needs.

Early Period of Research

State assistance to capital outlay funding has been a research interest for many
years, and the absence of aid to facility projects in the various states has not been
due to a lack of research evidence. The early research literature focused on identifying
the problems associated with capital outlay funding and suggested practical ways
states could use to implement relief to local districts. Proposals as early as 1922
suggested the usefulness of state aid to building funds.

Proposals for state assistance have been varied, but they have constantly focused
on the concept of ability to pay and have attempted to provide some form of assistance
that would bring districts closer together in their ability to provide educational
facilities. Updegraff’s idea to tie state aid to actual construction and maintenance
costs and local school district ability to pay was one of the earliest proposals, and
Mort suggested state support as a fixed percentage of current expenditures. Other
proposals were advanced and occasionally implemented in some form, but none were
universally popular. and few were accepted enthusiastically by legislatures or the
educational community.

Tracking Current Methods of Funding Facilities

The early efforts focused on applied research which identified problems and needs.
Such efforts led to more recent attempts to identify problems surrounding facility
finance needs prompted the federal government to eventually implement Public Law
874 which provided impact funds for the states to assist local school Gistricts atfected
by federal installations.
© dern research dates from the National Sﬂc‘hool Facilities Survey in the early
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1950s. The National Education Finance Project (NEFP) had as a corollary the Na-
tional Capital Outlay Project (1979). The NEFP surveyed legal bases, procedures,
and practices for funding facilities in the 50 states and suggested new finance models
for implementation. The NEFP was the last major national effort which promoted
aggressive new policies for financing educational facilities. Although efforts have
been made to periodically update the list of current facilities financing mechanisms,
no new initiatives have approached either the depth or magnitude of the NEFP.

The major research efforts addressing capital outlay issues are found in a growing
series of research articles, dissertations, and legislative studies. In the 1970s, several
states conducted studies utilizing consultants to address policy issues of local interest.
These studies and numerous subsequent reviews of funding mechanisms confirm
that methods for financing capital outlay have remaineu stable with few innovative
features (Salmon et al, 1981). Recent review has provided evidence of a continuation
of stability in funding mechanisms (Thompson et al, 1988; Tantillo, 1985; Cross,
1983) with patterns of assistance similar to those of other studies.

Equity Concerns

While awareness of current methods is valuable to the general improvement of
finance patterns, qualitative and quantitative assessment of equity achievement
represents truer evaluation of the success level of various funding plans.
Unfortunately, equity is as difficuit to measure accurately in school finance as it
is in other areas of education.

Although the concern for equity in the finance literature is evident, the quantity
of research narrows significantly regarding equity in capital outlay funding. probably
because the relationship between facilities and educational programs is not yet well
defined. Equity models for capital outlay financing have yet to be widely embraced,
and the result is a lack of quantitative research identifying relationships between
student achievement and facilities.

The majority of research in capital outlay equity has been conducted sinice the
mid-1960s. and a primary source is dissertation research. Findings have been fairly
consistent, indicating that heavy reliance on property wealth has had an effect on
the adequacy and condition of facilities. From the earliest efforts, the research has
indicated that increased state involvement is a desirable goal in neutralizing the effect
of local assessed valuation as a principal determinant of 1acility a’equacy. Palmer
(1966). in a study of Oklahoma school districts, concluded that a need existed for
emergency and long-range facilities needs assessment. Hehr ' 1973) indicated that
even with assistance. needs were still going unmet and that a plan for providing
equal dollars did not adequately address the issue of unequal needs.

The earliest evidence also indicated that local wealth may have a detrimental effect
on both the quality of programs offered and the quality of facilities made available
to students. Stewart (1976) noted that state inaction had severely limited facilities
and had placed a heavy burden of unmet facility needs on local distrivts in Arkansas.
Similar results in Arkansas were found by Woolbright (1985). Darbison (1978)
surveyed Qklahoma schools to examine district ability to pay for programs and

and observed positive relationships between tax base, educational programs,
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and school facilities. Supporting evidence was found by Ikoku (1983) in a study
of bonding practices in Oklahoma where it was found that significant wealth disparity
existed in per pupil bond revenue. Tke variations were found to affect the quality
of facilities ard ultimately made an impact on educational programs and services.

Despite a general reluctance of superintendents to seek external aid in facilities
financing (Bogie, 1985), the disparity in ability to pay is a concern to superintendents.
Jolley (1983) surveyed Utah superintendents to assess interest in alternatives for
equalization in capital outlay and to assess alternative methods. Jolley found a high
degree of belief among superintendents that sharing the wealth is a desirable goal,
and that a desirable criteria for a state assistance plan would include equal tax yield
for equal tax effort, equal opportunity, tax base adequacy, partnership with the state
while retaining local control, innovativeness, and taxing efficiency. The evidence
is at odds with the expressed preference of many superintendents who resist state
involvemeut in facility financing. The evidence seems to suggest that superintendents
hold one set of knowledge beliefs while operating under another set of functional
values. Their intellectual experiences appear to be at odds with their preferences.
This contradiction may account in part for relative inaction by many state legislatures
to address the issue head-on.

The research also indicates that districts experience difficulty in funding both current
and extended expenditures for capital outlay. Edington (1979) found extreme disparity
in ability to service capital outlay and debt retirement in Texas and that construction
problems were heightened by inflation, population changes, educational program
improvements, and normal deterioration of facilities. Keller (1981) also studied 1,671
Texas school districts and found that wealthier districts were able to tax less for
services, could simultaneously produce more revenue per pupil, and that smaller
districts in Texas were generally wealthier than iarger districts.

The relationship of facilities to ability to pay was also evidenced by Peccia (1982)
in a study linking quality of facilities to fiscal capacity. Peccia concluded that variance
in facility quality in Virginia was attributable to size of the district, !oc=i fiscal capacity
and tax effort, and that districts witn low assessed valuations could not provide equal
facilities when compared to wealthier districts. Cross (1983) similarly examined
Colorado districts and found that the state system which offered no support to capital
outlay failed to provide acceptable fiscal neutrality and that state participation as
high as a 50 percent contribution level still would not provide adequate revenues
for capital outlay to local districts.

Research in Kansas has yielded similar results. Thompson (1985) analyzed all 304
districts in the state to assess achievement of equity under five proposed alternative
models for state participation. Results indicated that the state’s failure to fund capital
outlay violated fundamental equity principles of resource accessihility and ex post
and ex ante fiscal neutrality and that the introduction of state aid would significantly
reduce reliance on local school district property wealth while simultaneously satisfying
accepted standards of equity.

Facility Needs: Repair, Maintenance, N2w Construction, and Debt Service
J‘ he research weaves together the areas of equity and specific facility needs.
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Repeatedly, the literature emphasizes a backlog of needs among districts, and their
relative ability to pay for unmet needs is documented. The American Association
of School Administrators (1983), in cooperation with the Council of Great City
Schools and the National School Boards Association, reported estimates for
maintenance backlog in excess of $25 billion in the nation’s schools.

The literature indicates that modernization and replacement are growing needs,
while other uncontrollable influences such as handicapped accessibility, Title IX,
and expanding curricular needs ircluding technology have outstripped local budgets
(Thompson and Camp 1988, Thompson, 1985; Woolbright, 1985; Edington, 1979).
Districts have typically been unable to meet such needs from reserve funds or current
expenditures. The concept of deferred maintenance and construction has yielded huge
amounts of unmet needs in the various states. For example, the Oklahoma State
Department of Education (1987) in an extensive survey estimated that more than
$622 million in needs had gone unaddressed in that state, and if all districts were
to extend themselves to the legal maximum for capital outlay purposes, needs would
still exceed $125 million. In 1987, North Carolina similarly noted $3.2 billion in
unmet needs and enacted new legislation which addresses some of the state’s facility
shortcomings by providing more than $793 million in new state monies (SDPI, 1987).
Similarly, evidence submitted in Texas suggests that a total of $5.4 billion will be
needed to fund facility projects by 1996 (Lutz et al; cited in Haas and Sparkman:
in press, 1988). Research in Kansas has yielded a deferred maintenance estimate
of approximately $381 million. Research in other states has identified capital outlay
concerns and the disparity among districts in relative ability to provide for
maintenance, repair, and debt retirement (Peterson, 1985). Analyses conducted by
consultants for various state departments of education have similarly confirmed the
importance of deferred and current needs and the relationship of local wealth
dependency to unmet needs.

Research in Kansas on deferred maintenance and condition of schools provides
similar evidence and indicates that districts operate at varying levels of budget stress.
Consequently modernization, new construction, and deferred maintenance have been
seen to be a sizeable problem in Kansas. Horeyman and Stewart (1985) surveyed
rural school districts and found the average age of buildings was sufficiently high
to warrant e. zluation regarding continued utility, that maintenance decisions were
significantly related to debt levels, and that estimates for maintenance deferral
approached $60 million in districts of less than 1,000 enrollment (Stewart, 1988:
in press).

Other studies in Kansas have confirmed and extended the concepts of equity
addressed by Thompson (1986 1985) and Honeyman and Stewart (1985). Devin
(1985) reviewed unmet maintenance needs in districts over 1,000 and concluded
that deferred levels exceeded $321 million. Devin noted a positive correlation between
level of general fund aid and level of deferred maintenance, indicating a positive
relationship between wealth and condition of facilities which is unaddressed through
the state’s equalization formula. Similarly, Burk (1987) found positive variance among
Kansas districts when considering deferred maintenance and factors of assessed
‘mtio'ion, income, enrollment, and general fund budyet amounts. Such indicators
IC 1822
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suggest that the absence of state support to ta.iiity costs in Kansas violates accepted
principles of equity, results in wealth-related condition of facilities, relies substantially
on local property wealth as a determinant of the quality of facilities, and allows for
assumptions of the effect of state funding mechanisms on the relationship between
facilities and educational programs.

Summary of Research

The research on equity establishes the relationship between wealth and facilities
and indicates that facilities and educational programs are somehow related. The
research also indicates that:

(1) there is a concern for equity issues as applied to capital outlay.
Although the number of direct equity studies is limited, the frequent
reference to inequity is clearly evidenced.

(2) there is documented evidence of extensive school building needs in
areas of maintenance, renovation, and new construction, and

(3) interest in capital outlay financing is not likely to diminish in the near
future as evidenced by both continued research and potential interest
of the courts in facility finance issues.

Interestingly, as vigorous research efforts continue, the buildings continue to age.




Chapter 4
THE FACILITY DILEMMA IN KANSAS

Research indicates concern for facility construction, maintenance, renovation and
similar capital outlay issues. V*"hile components and features of problems are unique
to individual states, there are «.. 1monalities which should be explored with the intent
of meusuring efficiency, effectiveness, and equity. Certainly Kansas, with its myriad
rura’ and urban school districts, is no exception. The size of expressed needs, and
ultimately the effect on educational programs, 1s a topic which clearly relates to the
adequacy of funding mechanisms for capital outlay and to potential court challenges
to finance mechanisms.

The raajor study reported in this chapter was undertaken to:

(1) Assess the extent of concern among Kansas superintendents on issues
of capital outlay financing.

(2) Apply earlier concepts of broad equity research to the area of capital
outlay.

(3) Consider associations between various economic elements and
subsequent decisions regarding capital expenditure. Efforts were
guided by substantive questions derived from the literature:

a.  What are the commonalities of problems in the state regarding
the funding or facilities?

b.  Are there differences between rural and urban districts in capital
outlay funding?

. Are districts in the greatest need also the districts exhibiting
high general fund levies?

d.  Are districts in need able to levy adequately for capital outlay
purposes?

e.  Are growing districts disadvantaged by high levies and low
assessed valuations?

(4) Provide an analysis of the issue for policymakers.

While eatlier research in Kansas on these issues has utilized at least the measures
used in this study (Thompson, 1985; Honeyman and Stewart, 1985; Devin, 1985;
Burke, 1987), the present study is the first to isolate rural and urban subgroups for
descriptive analysis and comparison. The present research is interrelated with other
research efforts as part of an ongoing interest in capital outlay financing in the state.
While the present research explores the issues in Kansas, a corollary research effort
on the national level is funded by the Kansas State University Bureau of General
Research. That study is jointly sponsored by the National Rural Education Association
and the Kansas State University Center for Rural Education.

Methodology

The present research analyzed the total populations of 304 Kansas school districts
Au-ing ©Y 1986-87. A survey was mailed to all superintendents in the state.
E MC:nt of districts ranged from 78.0 to 42,457.7 FTE with a median statewide
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enrollment of 543.4 FTE. Of the 304 total districts, 72 percent were below 1,000
FTE enrollment K-12. The 1,000 FTE enrollment was the break-point utilized in
the study to identify rural and urban divisions. The division is consistent with accepted
definitions of rural and urban classification utilized in cther studies in Kansas and
the nation.

Superintendents were asked to respond to a series of questions related to capital
outlay funding which assessed the financial basis and needs of districts. Questions
related to tax base size and type, general fund budget, capital outlay budgets, mill
rates for general fund and capital outlay, bonded indebtedness, and dollars budgeted
for planned improvements. Superintendents also responded to questions regarding
rzcent bond election success or failure, plans to conduct bond elections, the adequacy
of present facilities including plans for major renovation and construction, and
potential closing of facilities based on enrollment projections. Superintendents were
also given the opportunity to call attention to capitai outlay issues of general or unique
conczrn.

A 98 percent total response rate was experienced. For the few nonresponding
districts, necessary financial information was derived from state department
documents. The data were collected and analyzed by computer to produce the findings
contained in this research.

Collection of descriptive data was necessary in order to analyze statistically the
conditions in the state and to analyze the appropriateness of concern for the issue.
To assess statistically any relationships among selected variables, standard procedures
were used to produce the measures of description and dispersion. Descriptive data
summarized in Table 4.1 include factual data regarding district enrollment,
organizational patterns, and the number of buildings by organizational type (i.e.,
elementary, middle/junior high, high school). Tables 4.2 and 4.3 show the age and
condition of each attendance center. Table 4.4 provides descriptive data on the
financial information of all districts, and Tablc 4.5 indicates sources of tax base
reliance among Kansas districts. Table 4.6 identifies data specifically related to capital
outlay and debt retirement, and Table 4.7 indicates debt levels and capital outlay
plan projections for the 298 responding districts. Information regarding the state
as a whole was then broken out for later analyses into groups for rural and urban
classifications and for the state as a whole.

As the intent of the study was exploratory in order to de 2rmine the magnitude
of need and the relationship of suspect variables, the res rch design was limited
to measures of description, distribution, central tendency and variation, and
correlation between variables. Four statistical measures were utilized to obtain a
panoramic view of the state and the rural and urban subgroups. Measures included
were: (1) unrestricted range (2) restricted range (3) federal range ratio and (4) Pearson
correlation coefficients. A brief description of each measure explains the selection
of these measures.

The results of unrestricted range and central tendency measures are found in Table
4.8. The unrestricted range is a raw score measure which identifies the upper and

lsaer limits of a distribution of scores. In this study, the unrestricted range measure
B mc‘lt the amount of revenue that can be pro?x'xced in each schooi district by taking
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the unadjusted assessed valuation times a uniform four mills. For example, the ability
to produce revenue for capital outlay purposes 1s calculated for each school district
as (Unrestricted Range = Assessed Valuation X .004). The ability of each district
is then calculated and arrayed in a descending order. The lowest score Jower limit)
is subtracted from the highest score (upper limit), and the resulting expression is
the unrestricted range of scorss or ability of the district to raise revenue. This measure
was calculated for each of the class subgroups of rural and urban and for the state.
The unrestricted range identifies the distance between the wealthiest and the poorest
district. As the difference in unrestricted range decreases. the degree of equity is
assumed 1o increase.

The restricted range utilitizes the same procedure, except that it eliminates extrerne
scores at both ends of the distribution in order to determine the range within the
most frequent scores. The logic for a restricted range measure is that it is useful
in viewing the effect of extremely high and low districts (outliers) and results in
a less distorted view of the majority of t~e group. The restricted range is calculated
as (Restricted Range = X5 — X,). For the present distribution, scores were again
arrayed in descending order and the extreme top S percent and bottom