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FOREWORD

Pressureé for school finénpe reform exist in every state through-
odt the nation. In some instances the force may be attributable to a
‘quest for equal educational opportunity for all pupils,\irrespective of
che wealth f ind in their district of residence; in other cases, the
interest m. be more in securing property tax relief. Much of the momentum
surrounding the -former has dissipated with the decision of the United
States Supreme Court in Rodriguez that the Equal Protection Clause of

the .Federal Constitution does not require a state school support program

to be fiscally neutral. Consequently, the responsibility for resolution

.

for the taxpayer than on equal treatment of equal children. This shift

in focus has not made the problem of unequal educational opportunity
disappear, nor has it changed the wurding of state constitutions or relieved
the state and its citizens of the moral obligation to provide equal and
adequate programs for all of the state's school children.

After holding several meetings and receiving considerable testimony,
the Interim School Finance Study Committee determined that a short--range
‘study should be conducted to provide additional guidance for the Committee
in making reqommendations to the Indiana General Assembly. Upon request
by the Committee the consultan:s prepared a study prospectus and submitted
it to the Committee. Following consultation and a meeting with the Com~-
mittee, the team of consultants was authbrized to proceed“with the -study.
For purposes of clarification, emphasis must be given to three wasic

constraints which were operable during the conduct of this study:




l. The time period for the entire study was approximately ninety

days, with the report to be completed and filed by December 15, i974.

This condition dictated that data currently existing in state agencies
would be primarily relied upon in the conduct of the .study. Appreciation
is extended to the Inciana Department of Public Instruction for providing
the bulk of the data, to the State Board of Tax Commissioners :for. providing
information concerning tax rates and adjustment factoss, And to the Indiana
School Boards Association for gathering information relative to the number
of square miles in each local school corporation.

2, State revenue projections and estimates of the funds available
for public elementary and secondary education indicated that the estimated
‘amount of new ‘state funds would be from $80 million to $100 million for

the first year of the biennium.

3. The‘focus of the study was only on the distribution, or alloca-
tion, portion of the state school support program. No analysis was made
of the current staﬁe statutes concerning local revenue restrictions or of
their impact on local school corporations. Present stathtory regulations
as to the current tax levy freeze on local property tax levies were accepted
as basic premises for this study and used in all projectioné.

The research activities, observations, and recommendations of the
study must be considered within the context of these operational con=
straints. Basic recommendations of the study assume that the State of
Indiana seeks a school finance program which will result in a more equitable
level of support for educational prograins in all school districts and also
will provide sufficient funds so that local districts may continue to
operate current programs without serious deterioration:s in educaticnal

opportunitics.,
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SUMMARY OBSERVATIONS AND RECOMMENDATIONS

The problems with Indiana's current school finance program are
varied and complex. First, the basic formula for state aid has not
been revised in several years. Second, the recently enacted supplemental
grant does provide aid to low assessed valuation per pupil districts that
desire to put forth additional effort, but the impact of the program is
very iimited. Third, both sbecial education and vocational education will
require sharp increases in funding if equal opportunity is to be provided.
The challenge is to include these programs within the framework of a com-
prehensive state financing program which will accommodate the educational
needs of all pupils. Fourth, the impact of the current inflationary spiral
and the state-imposed levy freeze, coupled with the demand for additional
or expanded educational programs, negate traditional school finance reform
.problem-solvinq approaches in searching for constructive alternatives.

The long-term impact of the recommended program is a gradual leveling=~
up process that woﬁld not reduce.funds for the high-spending districts of
the past but wou;d provide increased funds to the formerly low-spending
districts. Within the framework established by the various recommendations
of this study, the state has the opportunity to "buy into" a state school
support program which will recognize the variations in educational needs
among school corporations and also provide sufficient funds to assure that
each pupil in the state has access to an adequately funded educational
program suited to his occupational aspirations and physiological and

psychological needs.




I. Basic Support Program Recommendations

The basic support program should provide sufficient financial in-

centives and provisions to encourage the establishment of educa-
tional programs for all groups of pupils: Kkindergarten, regqular,
special education, vocational education, and identifiable remedial
or compensatory programs. Inclusion and adequate recognition of
each of these programs is necessary to assure equal educational
opportunity for all.pupils in the sﬁate. When ce;tain programs are
expanding'and others must maintain the present level of participation
and service, consideration must also be given to the means by which
that expansion can take place without resulting in contraction in
other programs. This requirement is especially pertinent during

a period of inflation and has resulted in the presentation of
certain recommendations.

a. Guarantee that each local school corporation receive at

least $54.00 additional state money per pupil in average

daily membership in 1975-76 above the amount projected to be

received in 1974-75. 1Indiana's situation is somewhat unique

in that the pressures of inflation can only be relieved
through additional state funds; local school corporations
cannot benefit from the elast.city and growth potential of

the property t;;. Even though a district may be experiencing -
an increase in its wealth per pupil, the restrictions of the
"freeze" result in additional property tax relief for local
c;tizens. This condition dictates that th; state provide
limited additional funds to all districts to assure that
educational programs are not sSeriously curtailed as a result

oy
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of inflation. This $54.00 additional state funds per pupil

réﬁresents a six percent increase in available revenue based

» R

on an approximate state average net current nperations expenditure
of $900.00 per pupil in 1974-75.

Consolidate the existing basic program, supplemental programs,

and categorical programs into one coordinated funding program.

A major challenge in the design of a state school support pro-
gram is to devise a system that will assure equitable treatment
for all pupils, whether their interest or need be vocational,
special, college preparatory, or general educational programs.
The successful attainment of this level of equity can only be
secured through a coordinated funding program that assures an ade-
quately funded edgcational program for each child in the state.
Under this type of arrangement, advocacy groﬁps unite their
efforts in support of the total program instead of seeking
support for a single portion of the program to the detriment
of other portions of the to*al state support program for all
pupils.

Adopt a weightedppupil approach using participating pupils as

the allocation unit. The weights recommended for Indiana have

been developed from research on cost differentials conducted

in Indiana, Florida, Illinois, South Dakota, Delaware, Kentucky,
and Texés. They have been compared with the level of support
provided for the various educatibnal programs in Indiana

during the 1973-74 school year and appear reasonable as state=-

wide standards for allocating funds to local school districts.
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Under the participating pupil approqch to determination
of educational need, each child receives a basic value of 1.00
and then receives additional weighis on the basis of partici-
pation in an educational program beyond the regular program,
e.g., special education, vocational education, kindergarten,
or compensatory education. Illustrations are presented in
Table 1.

‘The concept of add-on weights for participating pupils is
significantly different from the full-time equivalent weights
which have been incorporated into state support programs in
Florida, Kentucky, New Mexico, Rhode Island, and Utah. A t;me
audit of the child's schedule is not required, and funds are
allocated on the basis of certification that the child pa:ti-
cipated in the program. The absence of a time audit does

not preclude the necessity of a fiscal accounting mechanism to

assure that the funds are actually expended in the programs

which generated tne dollars.

Separate weights can be justified for Grades 1-3, but
are not being recdmmended at this time. However, the state
should move toward adoption of separate weights for primary
grades to assure that adquate funds are provided for this
critical period in a pupil's educational career. Justifica=-
tion can also be developed for differential weights for
senior high school pupils because of the diversity of the
educational program pr:vided for these pupils with small

classes and required materials and equipment. Even thoug*
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TABLE 1

RECOMMENDED '"ADD-ON" PROGRAM WEIGHTS

e _

Program Add-On Weights

Special Education

Multiple Handicapped _ 1.25
Physically Handicapped 1.44
Visually Handicapped | 1.25
Hearing Impaired 1.80 -~
Emotionally Disturbed 1.05
Neurologically Impaired .70
Communication Handicapped . .50
Educable Mentally Retarded . 1.20
Trainable Mentally Retarded | 1.75

VYocational Education

Agriculture .40
Distributive Education «25

- Health | T ‘ .32
Consumer Homemaking .20
Office Education .-.35
Trades and Industries - _ «50
Interdisciplinary Cooperative Educatién «25
Compensatory Education _ ' .20
Kindergarten .10*

*For half-day programs, with each pupil also receiving a .50 weight as
a regular pvpil, making a total weight of .60.




there is considerable justification for the senior high

differential, it is not being recommended at this time be~-

cause of the problems associated with pupil and financial
accounting. |

An add-on weight of .20 is recommended for kindergarten
pupils; in the projections the assumption was made that
kindergarten programs operate on a half-day basis and the

number of pupils is based on this assumption. Operationaily,

this results in each kindergarten pupil having a weight of
.60, assuming that the pupil does i.ot participate in any
special education or compensatory program.
A separate program for compensatory programs is being
e . recommended as a supplement to federal programs and as a
vehicle for providing funds to relieve some of the educational
problems of the cultuxaliy deprived and low=-income sectors
of the school population. For eligible children, the com-
pensatory weight would operate as an "add-on" weight which
may be used to provide the target group with direc£ class-
room instruction or varijious supporéive programs and services.

II. Level of Recommended Basic Support Proygram

Decisions concerning the recommended level of the basic support
program ars influenced by several factors. First, consideration
must be given to the amount ¢f state funds available for tha*
portion of the state budget. Second, assumptions must be made
concerning the level of required local effort, or required local
tax rate, which will be incérporated into the program. Third, the

overall impact of this portion of the program should not penalize




some districts to the extent that they will be required to cur-
tail necessary educaéional programs, nor should the pri-:ram

result in a financial windfall that might contribute to an imprudent
expenditure of public funds because of the lack of adequate
planning. Fourth, the level of support should have some relation-
ship to the actual or desired level of expenditures per pupil
required to provide an adequate educational program. Fifth, some
attention must be given to methods by which the program may be
“phased in" to forestall the possibility of educational and
financia; crises in local school corporations. The following
fecommendations relate to the level of required local effort and
the dollar value of weighted pupil unit.

a. Increase the tax rate for required local effort to a level

~shich approximates the tax rate in the districts making the

lowest level of effort. The principal factor affécting the

decision concerning the level of required lqcal effort will

be the number of districts that must raise their local general
fund tax rate for schools to meet the required level. Between
the two alternatives, differehces in the flow of funds are
minimal; the primary consideration is whether to mandate a
required local effort of $2.75 or $3.00 per hundred dollars of
adjustad assessed valuation. If the lower level rate is
selected, only one district would be required to raise its
general fund tax rate to participate in the program. If the
higher rate 1s chosen, seven districts would be required to

increase their rates, in terms of their 1975 payable rate.

b. Depending upon the level of required local effort, fix the

A ey
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value of the weighted participating pupil at either $625

or $650. Summary illustrations of each alternatiwvw are

provided below:

Total Funds for
Value of Required Required Guaranteed ..
Participating " Local State Funds Districts
Pupil Effort (millions) (millions)
$650 $3.00 5476 ' $17
625 2.75 474 17

Assuming the utilization of weighted participating
pupils in determining a local district's basic program,
these options provide a means for the consolidétion of exist-
ing basic and categorical grants into-:a coordinated funding
program and can be accomplished with available revenue and
within the context of the present governmental pplicies con=~
cerning local revenues. =

The process of estimating the pupils in each local dis-
trict involved gathering data on participating pupils in
special education and vocational education programs. The
number of Title I eligible pupils recognized in allocation of
federal funds was used to determine the number of compensatory
pupils. Projections for kindergarten and Grades l=12 pupils
were bgsed on 1973-74 data used in allocating funds for the
supplementary flat grant. All pupil data were directly con-
patible with the add-on weights.

1II. 'Transportation Support ..ogram

An area of major concern is the state school transportation program;

. the current program has not been revised for several years, and

ac

'
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the mathematical derivations of its various factors are not widely
understood, With the risin§ costs.of gasoline and transportation
equipment, local school corporations are confronted with sharply
increasing costs without any avenue for relief other than ieducinq
funds for current operation. In recognition of these conditions '
the'fo;lowing recommendat.ons are presented.

¢

a. Enact a transportation support program based on an efficiency

concept and oriented to the actual expenditures among districts

and the density of pupils within the district. Allocations
would be based on a "predicted cost" compﬁted from data related
to per pupil transportation expenditures for districts with
varying levels of density. If a district is transporting
pupils for less than the "predicted cost," it would‘;ééeive the
"predicted cost." 1f the district were spending more, it
would receive only the "predicted cost." The formula, thereby,
rewards efficiency and does not subsidize inefficiency.

b. Fund at least 60 percent of the approved cost of transportation

in all school corporations. Assuming that the program will be

funded initially by the state at the 60 percent level and will
progress upward toward full funding of the approved cost,
fiscal equalization of the formula is not being recommended.

c. Determine pupil density on the basis of pupils per linear round-

trip mile of bus route. Funding on this basis adequately

recognizes thec primary factor associated with variations in”
transportation expenditures and is directly related to the
transportation system that is being supported.

d. ftrovide an additional transportation allocation for severely

handicapped children. The amount should be five times the state

percentage of the curve prequtcd cost.
L2




12

Iv. School Facility Support

The primary vehicle for state assistance for school facilities to
local school corporations is through the present flat grant

program in which debt service, lease-rental, and loan payments

are earmarked as having first priority. Even though school
enrollments have stabilized in many school corporations ahd pro-
jections indicate a slight decline for the total state, the continua-
tion of the present program can be justified on the basis of the
many local school corporations that entered into lérge amounts

of debt service obliyations on the assumption that this program
would be maintained. Through the various loan programs, coupled
with the state flat grant and provisions for local cumulative
building fund levies, the current state program for debt service
provides significant assistance to local school corporations. In
gssence, only one minor operational change is suggested in addition
tb the basic recommendation.

a. Retain the present state flat grant of approximately $40.00

per pupil with funds first going to debt service, lease-

rental, and loan payments. Even though this grant could be

modified to provide additional funds for current operation
costs, and’eﬁéh though local districts could replace the

lost revenuc for debt service payments through a separate

debt service levy, this program should be retained in its
present form. Many local school corporations use these
funds to retire léng-term debt obligations and have
assumed that the state would continue to fund this program

at approximately the present level.
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b. Permit local districts to use cumulative building fund (CBF)

proceeds for major projects related to site improvement and

major maintenance projects. Such permission should be within

the context of the plan for the use of thg CBF revenues suv-
mitted by school officials and also be subjec; to review and
approval by the Department of Public Instruction prior to the
consummation of the contract. Examples of projects would
include boiler and roof repair and major site improvements

such as paving.

V. Miscellaneous Recommendations

Following a review of the present program, consolidation of the
testimony given in the hearings, review of the research conducted
during the course~of the study, and consideration of the operational
implications of the basic recommendations, the following miscellaneous

. recommendations are presented as being important in the successful
implementation of the total program.

a. For the determination of units of local need, shift all com-

putations to average daily membersaip (ADM) for pupils in

~Grades K-12. Local school officials must provide space,

materials, and staff for all pupils, not just those who attend
on a given day. The refergnce is to average daily membership,
not "a day's membership." For a pguiud of one week at two

times during the scheool year, each district would be required o
count the numb:r of pupils beihg served in each program
recognized by the state for support. If a pupil had not bgen

in attendance for a specified period of time prior to the

week of the count, the district would not be permitted to

count the pupil as a "member." (Provisions should be made

26
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for audit checks to verify the accuracy of reports from local

school districts.)

b. Consider elimiration of the teacher training and experience

index (TEI) used in thé calculation of a local district's

entitlement. The process has become so complex that it is

not understood, and its impact has been reduced through the
present adjustment process. Both the actual and the adjusted
indexes were correlated with several factors related to
fiscal equalization, and none of the correlations was
sufficiently high to justify ‘retention of the index.
Analysis indicated that the index has litgle relationship
to state aid per pupil in "a day's membership" or adjusted.
assessed valuation per pupil. Both the actual and adjusted
indexes have a relatively low positive correlation with
expenditure per pupil for current operations. This suggests
that local schoéi corporations which spend above the average
are then likely to have teachers with above average levels
of training and experience. The net results of the statistical
analyses suggest that the impact of the index has little
relationship to fiscal equalization, amount of state aid per
_ pupil}'or expenditures per pupil.

c. Require local school districts to maintain financial records

in a program format consistent with the funding pattern in the

basic state support program. To provide adequate assurance

that the funds are expended on the program for which they were
intended, local school districts should be required to main-

tain program accounting financial records in each of the

A M
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program areas in the bag;c state support program.  This would
require a minimum of the following programs in the financial
accounting format:

(1) Kindergarten

(2) Regular programs for Grades 1l-12

(3) Special education

(4) Vocational education

(5) Compensatory education

Charge the Department of Public Instruction with the

responsibility for developing processes and mechanisms

. through which programs are approved in local school dis-

tricts before funds are allocated for the program and for

conducting program audits to provide adequate assurance

that programs are being conducted consistent with the con-

ditions and descriptions specified at the time of program

aEEroval.

Enact amendments to the State School Property Tax Control

Board statute which will, upon proper documentation, permit

districts to raise the revenue required to open new buildings.

Provisions for implementation of this recommendation should

“require that "new" costs be clearly identified and itemized

when the request for approval is submitted to the State
School Property Tax Control Board.

Compute 4 distri~t's allocation on the basis of the ADM in

the current, or immediately prior, year, whichever is larger.

The practice of allocating funds to local districts for

pupils who have not been in the school district for two or

2.8




more years in unsound from both fiscal and educational

management standpoints. Granted, a district may not b«
capable of making immediate adjustments in its operataion
because of declining enrollments; however, a one-yeal! grace

period in which to gear down appears reasonable.

3% Y
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BASIC STATE PROGRAM.

State school support programs should provide the impetus for the
establishment of programs for all groups of children, including kinder-
garten, special education for exceptional children, vocational education
programs, and identified remedial programs. The incorporatioh of these pro-
grams into thé state fundirg mechanism is necessary, first, to create
greater opportunities for definitive classes of students with special
needs, and second, t. recognize the higher than normal costs associated
with various special programs. Ideally, the primary determinants on which
to base the allocation process would be the level of need of individual
pupils, the programs required to meet those needs, and the allocation of
funds required to support the programs.

The key factor in a state educational finance system is the manner in
which it creates adequate and equal educational programs for all pupils in
all districtg in a state. Some state school finance programs have ignored
the basic educational program considerations and have been diverted to
such peripheral considerations as salaries for administrators and super-
visors, recognition of teacher training and experience.(which may serve
to perpetuate the imbalances in staffing patterns among school districts),
‘allocations for maintenance and operation, and recognition of other factors
which serve to inhibit the freedom of local school districts in the
organization and operation of educational programs. Few states have
'déQeIBBed methods of financing which are centered on the educational needs
of children and the programs and funding required to accommodate those

needs.
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Desirable Features of a State School Finance Program

The desirable features of a:state school finance program can be

summarized as follows:

1. The allocation formula should accommodate the educational needs
of all children in the state irrespective of their district of
residence and the incidence of Weélth in that district.

2. An adequate level of funding should be provided for each pro-
gram, but this should not restrict the local determination of
program alternatives to provide the service.

3. The funding program should represent a comprehensive and
coordinated package with all elements of the program related
to other elements. Certain programs should not be isolated
in the funding formula so that advocacy groups arise which
ignore the responsibility of the state to provide adequately
funded educational programs for all children.

4, The program should lend itself to evaluation and accountability
and provide adequate assurances to the citizenry that funds

are being expended in accordance with legislative intent.

Fiscal Ability

A comprehensive and equitable state school financing system must
have four essential elements. First, it should have procedures which

provide for an adequate determination of the fiscal ability of each local

school district and should adjust each district's allocation in terms of
that district's relationship to the standard established for the state.
No child should be educationally disadvantaged because of the fiscal in-
capacity of his district of residence. Variations in wealth of school

districts should be properly measured and fully equalized.

.
.
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The long established role of the State Board of fax Commissioners in
Indiana and the equalized'valueé provided through that agency enable Indiana

to meet the major portions of this criterion.

Effort

Second, the adequacy of funds for a child's educational opportunity
.shbuld not be compromised by the local citizenry's lack of educational
aspirations as reflected in the local tax rate or effort, nor should edu-
cation be funded at the mercy of local political interests.

f@n this measure, Indiana is somewhat lacking because of the low level

of the basic grant in the foundation program and the low level of effort

being made in some school corporations.

Educational Needs

Third, a finance formula should recognize as nearly as possible, the

individual educational needs of all children throughout the state. While

it is, of course, impractical or impossible to finance each child's educa-
tion jindividually, it is nevertheless fully within the realm of feasibility
for the state to finance many different types of educational programs with
widely varying costs by simply recognizing the programmatic costs in the
state formula. To assure that each child has an adequate educational
opportunity, each local district must identify children with various types
of educational need and provide appropriate educational programs. The
state must then respond to this situation by making formula adjustments
that recogynize the varying costs associated with different programs.

On this measure, Indiana is somewhat lacking because the primary pro-

grammatic adjustments are associated with special education, and these

ry
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adjustments are directly related to the salary paid to the teaclier in the
district and the assignment of a teacher to the program rather than any

measure of efficiency of program operation or instructional arrangement,

Cost of Delivering Education

The fourth element necessary to provide maximum equity and treatment
is for the state to provide greater funding to those school districts that,

because of the high cost of delivering education, cannot provide equal ser-

vices. In districts which must spend more to provide equal services, the
state should fully supplement the differences. Care should be taken not to
provide additional funding to local school districts simply because they
choose to sp:nd more for education. Under no circumstances should a
differential be allowed for the cost of delivering education until proper
research has provided adequate assurances that such high expenditures have
not been created by greater district wealth rather than by conditions
requiring high costs.

The present Indiana program makes no provisions for this criterion,
and data are not presently available which would permit this type of adjust-
ment. The problem is further complicated in Indiana because of the exis-
tence of 305 school districts and the difficulties of assigning a cost of

delivering education factor to each of those districts.

-

Existing Indiana School Finance Programs
The 1973 Indiana General Assembly made several dramatic changes in
the methods of funding local public schools. The primary intent of these
changes was to lessen reliance on the local property tax for school funding.
A quotation appears appropriate as a prelude fo this section of the

report: "One statehouse fiscal expert remarked late in 1972 that the most

vy
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crucial aspect of Indiana- local school finance policy was not allowing

the three people who understood it to fly in the same airplane. That

was before the 1973 tax package, and if the structure was complex before
1973, it is doubly so now. "1

The following treatment of existing state-local school finance arrange-
ments is somewhat general in that all of the minute technicalities are not
discussed. ﬁqther, the intent is to explain major elements of the funding

mechanism using nontechnical terminology as much as possible.

State Support for Current Operations

Basic Grant. Proceeds from the basic grant are to be used for current

operating expenses (General Fund) by schcol coréorations. This grant pro-
gram assures that $445.00 is available for each pupil in average daily
.attendance (ADA) in participating school corporations; the combination of
state monies and local property tax receipts provides the $445.00.

The steps used to calculate the basic grant distribution include the

following: | |

1. Multiply $445.00 by the school corporation's 1972 teacher training
and ekperience index (often called‘the "tuition factor") té ob-
tain "adjusted per pupil allowance."

2. Compute the local corporation per pupil share by multiplying
$2.15 by each $100.00 of adjusted assessed valuation and then
dividing by average daily attendance.

3. Subtract the per pupil local share from the adjusted per pupil
allowance to determined the per pupil state share.

4. Multiply the state share by a state-determined ratio of 1974-75

lDonald W. Kiefer, The Indiana Business Review (Bloomington, Indiana:
Indiana University, Division of Research, School of Business, October 1974),

p. 12,
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local tuition factor compared to the state average tuition factor
to determine the state basic share per pupil in ADA.
5. Multiply the state basic share by average daily attendance.
School corporations afe entitled to use the lesser of the 1972-73 or
1974-75 local per pupil share, and also can use the greater of the 1972-73
or 1974-75 average daily attendance figures to determine the total amount
of the grant. These measures are designed to assure that local corporations
are entitled to as much state support from the Basic Grant in 1974-75 as was
the case in 1972-73.

Supplemental Grant. This grant is available to districts with

adjusted assessed valuation of less than $8,214.00 per pupil. Proceeds are
to be used for current operation and placed in the General Fund. The
supplemental grant assures districts of an additional $239.00 per pupil

if they levied a total General Fund tax rate of $4.95 in;l973. Proportional
reductions are made in the amount of this grant if Eggal tax effort in 1973
resulted in a General Fund rate of less than $4.95..

Computation of this grant is based upon $230.00 per pupil, less the
proceeds of a tax rate of $2.80 per one hundred dollars of adjusted assessed
valuation per pupil in average daily. attendance. Effort is adjusted by
determining the extent to which the 1973 General Fund tax rate exceeded
$2.15, divided by $2.80. 1If a district had an adjusted assessed valuation
of $6,000.00 per pupil and had taxed itself to the maximum ($4.95), its
entitlement would be $62.00; if its General Fund rate had been only $4.50,

its entitlement would be $52.08.

Supplemental Flat Grant. The obvious intent of the 1973 legislation

was to hold property tax levies for the General Fund to the amount raised

in 1973. Increases in school operating expenditures were to be funded by

the state; the supplemental flat grant was to provide these funds.
ey - _
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For the 1975 budget year, each district is scheduled to receive $77.00
per pupil enrolled on Septembet 13, 1974, The corresponding figure for
1974 was $38.00 per pupil.

Special Education. Approved programs for handicapped children are

partially reimbursed by the state. Fifty percent of salaries of all special
education teaéhers, special education administrators, and psychological
services personnel is reimbursable. Seventy percent of .the cost of sppech,
.occupational, and physical.therapy programs is reimbursable, and 80 per-
cent of homebound instruction costs.,

Districts historically have not received the entire amount of their
entitlements as < >termined by the reimbursement schedules; instead, a
percentage.oé the claim has been paid depending upon the édequacy of state
appropriations. Detailed information is. presented in Table l-l.

Handicapped pupils are counted to determine corporation entitlements
for the basic grant, supplemental grant, and the two flat grants. There-
fore, the special education funding programs are designed to help absorb
part of the excess costs associated with classes for exceptional children.

Vocational Education. Approved vocational education programs are

eligible for state reimbursement. Expenses.for_instructional salaries,
equipment, and travel may be included.

Pupiis in vocational élasses are counted in the determination of the
number of pupils for the basic grant, the supplemental grant, and_the
supplemental flat grants. Vocational education érants thus are for the
purpose of absorbing a portion of the.excess costs associated with vocational
programs.,

Actual state funds for vocational education are quite limited. 1In

1974 it was estimated Lhat only 7 percent of vocational education costs in
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the secondary schools was funded by the state. Some federal funds are
available for these programs and are distributed through the State Depart-

ment of Public Instruction.

Distressed School Fund. Legislative app?opriations have been made to
provide additional assistance to cofpo;v*lons showing a need for emergency
financial relief. The State School Property Tax Control Boérd makes the
decisions regarding which applicants are eligible and amounts to be granted.
Corpcrations receiving these funds for 1973 and the amounts received are
shown 1n Table l-2.

Summary of State Support. School corporations are entitled to receive

funds from several state grant programs. The following data are included
to show key elements of the state programs for two hypothetical school

corporations, District A and District B.

District A District B
Wealth Per Pupil (AAV/ADA) $ 7,000.00 $10,000.00
Tuition Factor (TF) 1.00 1.00
1-12 Average Daily Attendance (ADA) 3,800 3,800
K-12 Average Daily Attendance (ADA) 4,000 4,000
A Day's Membership (ADM) 4,200 4,200
1973 General Fund Rate . 4.95 4.95
Transportation:
Wealth Factor 1.30 1.00
Sparsity Factor .90 1.80
Pupils Transported 1l-1/2 Miles or More 2,000 2,000

District A Entitlement

1. Basic Grant - '445.00 less local share of $150.50 =

state share ot $294.50 per pupil in K=12 ADA = § 1,178,000
2. Supplemental Grant - §$230.00 less local share of

$196.00 = $34.00 per pupil in K~12 ADA = 136,000
3. Suppl~mental Flat Grant - $77.00 X ADM = 323,400
4, Flat Grant - $40.00 X 1-12 ADA = 152,000
5. Transportation - $20.00 X 1.3 X .9 X 2,000 = 46,800

Total § 1,836,200

o
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District B Entitlement

1. Basic Grant - $445.00 less local share of $215.00 =

state share of $230.00 per pupil in K-12 ADA = $ 920,000
2. Supplemental Grant - $230.00 less local share of

$2.80 X $10,000 + $280.00 = no qgrant
3. Supplemental Flat Grant - $77.00 X ADM = 323,400
4. Flat Grant - $40.00 X 1-12 ADA = 152,000
5. Transportation - §20.00 X 1.0 X 1.8 X 2,000 = 72,000

Total $ 1,467,000

The entitlements for Districts A and B are for the major elements of
state suppor#. In uddition, each district might be eligible for grants for

‘{J L]
summer sghcbl, evening school, and vocational and special education programs.

Considerations for Indiana
The present Indiana program might be characterized as consisting of
an underfunded equalized basic state aid program supplemented by (1) a flat
grant that provides partial relief for increased local school costs and
(2) an equalized supplementary grant for districts of low wealth. An out-
" growth of the proposed program would be a single computational process that
would recognize educational need variations among school districts and also

-provide a funding formula structure that would not have to be revised at each

session of the Indiana General Assembly. Rather than perpetuating the

inequities of the present program through a series of éupplemental grants
and categorical programs, the proposed funding structure would facilitate
the development of special education‘and vocational education programs in
all school corporations within the state.

In the design of state support prograﬁs, various advocacy groups
naturally seek to assure that programs in which they have an interest will

receive adequate amounts of state and local funds. Indiana's support for

a0




special education programs has been at a higher level than that for voca-
tional education. One basic reason may be related to mandatory legislation
which requires local school districts in the state to provide programs for
pupils with various types of physical and psychological héndicaps. Con=
siderable progress has been made in serving pupils with need for special
programs, but the need still exists for fugther expansion of special edu-
cation programs. The number of pupils servéd.i;ul973-74, the potential
number to be served, and the number not being served are shown in Table 1-3,
In enacting mandatory legislation, the legislaﬁure assumes an addi-
tional moral obligation to provide adequate fun&s for support of those
programs. In planning programs for all handicapped children, whether as
a result of legislation or court decree, two very basic factors must be
acknowledged:

1. Special education programs cost more than programs for regular
classroom pupils.

2. Many local school districts have a pupil population base too
small to provide economical and efficient programs for all handi-
capped children.

state legislatures have three basic options in designing programs

to suppert special education programs:

1. Ppayment of the excess cost of the program above the cost for
educating a reqular child.

2. Funding on a classroom teacher unit basis with a uniform amount
being provided for each local school district qualifying for a
classroom teacher unit.

3. Funding on a weighted pupil basis with the district receiving
through state and local funds a uniform amount per exceptional

child with various handicapping conditions,

a1
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State statutes and court decisions have expanded the concept of the
state having responsibility to provide educational opportunities for all
children to encompass the full range of programs for exceptional children.
Granted, the lack of well-established programs has resulted in greater
attention being given to that portion of the total school program; however,

, : N

the basic question is whether the stute has a greater responsibility to
fund the program for the special education child than for the regular
zhild. The same basic argument can also be extended to kindergarten and
vocational educatii., The advocacy group for special education, the Council
for Exceptional Children, has recommended the following:

The costs of educating a handicapped child beyond that

of educating a non-handicapped child should be assumed

by state government, However, the child's district

of residence should bc required to assume an expendi-

ture for the child equal to that expended for a non-

handicapped child, regardless of where the child

receives an education.?

The recommendation of the Council gathers support when one considers
that variations among districts can be found in the prevalence rates for
the handicapped and that parents of a handicapped child often migrate to
locations where their child may receive the necessary education and serviceé.

Various alternatives are available in the design of state school
support programs to assure that adequate funds are provided for students
in exceptional education programs. The payment of the excess cost or the
payment of a portion of a teacher's salary associated with the program may
appear to have some merit, but it should be fecognized that the residual

not reimbursed by the state must be horne by the local taxpayers. Quite

“often this results in extensive expansion of programs in districts with

2Frederick Weintraub et al., State Law and Education of Handicapped
Children: 1Issues and Recommendations (Arlington, Virginia: Council for
Exceptional Children, 1971), p. 64.

a3
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adequate fiscal resources, but districts with limited fiscal resources
often do not have the necessary funds to support the residual not funded
by the state. The comprehensive funding ap} ¢ ach proposed in this study
assures that each school corporation in the state will have sufficient
funds to support the program at the standard cost level or the amount
recognized in the state school support program.

Indiana's assumption of responsibility for accelerating the develop-
ment of vocational education érograms in local school corporations has been
somewhat limited. The current level of state funds is approximately $2
million. Statutes enacted during the 1974 session did provide a structure
through which funds could be allocated to vocational education programs;
however, the program was not funded. The same amount of dollars per pupil
was to be provided for equal amounts of time spent in each vocational edu-
cation program irrespective of the necessary variations in the level of
expenditures required to support the program. Rather than allocating funds
on the basis of the gross number of pupils participating ir. vocational
education programs, a more logical approach would be to recognize the vari-
ations in costs associated with different programs and allocate funds on
that basis. The proposed funding mechanism provides for varying levels of
funds for different programs. The indexes have been developed as a result
of comprehensive research in a selected national sample of school dis-
tricts as well as extensive and replicated studies in individual states.
Comprehensive studies of the number of secondary pupils needing vocational
programs, but not being served, were not available. However, data in
Table 1-4 from a national study indicated that only about 50 percent of

the potential vocational education pupils were being served.

3
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In the previous paragraphs considerable attention has been devoted
to funding alternatives for special education and vocational education
programs; this emphasis should not be construed as suggesting that tge
state has higher levels of responsibility to these programs than to
kindergarten, regular, or compensatory programs. The true responsibility
of the state is to devise and assure funding for an allocation systeh that
will provide an adequate level of funds to support programs for all pupils,
whether they be seeking vocational, college preparatory, or general educé—

tion programs.

Measures of Educational Need

The varying educational needs of children placa: diverse educational
cost burdens on local school districts. There is general public acceptance
that physiologic&i.and psychological conditions and occupational goals
dictate that varying types of educational programs be provided for dif-
ferent children. Various research studies have also revealed that different
amounts of funds are required to provide differing programs, with some having
costs which are considerably higher than others. Studies in several states
have indicated that the educational needs of children can be assessed,
programs can be identified, and cost differentials or pupil weightings can
be applied to the various programs. This procedure has resulted in the
establishment of minimum cost levels for a sgate upon which all funds for
programs may be computed. In the computational process expenditures for
instructional salaries and other current expense items can be identified
and included in the composite cost of the educational program. Normally,
transportation, capital outlay, and debt service expenditures have been

excluded from the computational process.




By calculating a district's entitlement on the basis of weighted

participating pupils, the amount of funds for which a district is eligible

is based
provided
program.
based on
child is
approach

l.

3.

4.

on an allocation for each pupil with an "add-on" weight being

for the pupil's participation in a program other than the regular
Double counting of pupils is eliminated, and the allocation is

a standard cost factor associated with the programs in which the

participating. The benefits of the weighted participating pupil
can be summarized as follows:

Local school districts are encouraged to explore alternative
instructional methods based on educational needs because

greater flexibility is provided in program operation when fund-
ing is based on the pupil to be educated rather than on numbers

of teachers, numbers of supervisors, or a standardized self-

contained classroom unit.

A uniform and comprehensive system of funding is established

for all local school districts within a given state. Variations
in allocation are dependent only on the differences in educational

need among children and the differences'in wealth among local

districts, rather than on administrative or organizational arrange-

ments.

The cost differential method of weighting pupils increases the

rationality and objectivity of the distribution system because

allocation is based on actual cost analysis of educational pro-

grams rather than on politics, geography, or other extraneous

considerations.

A balanced program is created whereby the entire program is

interactive with each component of the unit cost of the basic
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program; therefore, a definitive relationship exists among all
elements of the educational finance program,
5. Adoption of this system facilitates evaluation by establishing
the basic framework through which programmatic budgeting can be
- conducted. Costs of programs are easily identified when the
allocation procedure creates a -full cycle of programmatic¢ funding.
6. Funds are allocated on the basis of the number of )upils actually
served in a program, rather than on a projection of the number to
be served as used when funds are allocated on an instructional
unit basis, or on the basis of a percentage of the salary paid
to a teacher in each local school district as used presently

for funding special education programs in Indiana.

Cost Differentials

Much of the recent interest in the weighted pupil approach to measuring
educational need in state school support allocation formulas can be traced
to the research conducted by the National Educational Finance Project. In
Phase I of the project, efforts were made to select a national sample of
repusesentative "best practice" school districts, to identify educational
program expenditures in those districts, and to develop indexes or cost
differentiqls related to each educational program. Sample districts for
the studies were drawn from several states and included a wide variety of
types of school districts. In view of the wide differences in the types
of school districts included in the sample and the fact that they were in
several very different states, strong recommendations were made that the
process be replicated in individual states when a state was interested in
incorporating the cost differential approach into its allocation process

for determining the educational need in various districts within a state.

a8
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Following the report on the national study, the staff of the National
Educational Finance Project participated in cost differentiai studies in
six stdtes.3 Findings from these studies have been analyzed and consolidated
into a set of reasonable ran,es for establishing full-time equivalent pupil
weights for various educational proérams.

The upper and lower limits for the various programs reflect the extremes
found in the various research studies; data for programs are presented in
Table 1-5. The one area of exception or possible question in the daﬁa is
“speech handicapped;" the reasonable range weights may reflect expenditures
on a participating pupil or caseload basis rather than on a full-time
equivalent pupil. If this assumption is correct, the range of the weight
for speech handicapped should be from 6.00 to 10.00. The same problem is
related to the weight for the homebound or hospitalized child; in this
program the range should possikly be from 10.00 to 15.00. In both pro-
grams the data problems are related to the concept of full-time egquivalent
pupils which stipulates that a pupil's time will be counted in the program
only when he was receiving actual instruction. The cost differential
method of allocating funds to local school districts has been enacted into
legislation in Florida, Kentucky, New Mexibo, Rhode Island, and Utah.

Research data from these states, plus the data from studies in other states,

3Gerdld F. Boardman, K. Forbis Jordan, and Kern Alexander, NEFP
Decision Process: A Computer Simulation (Gainesville, Florida: National
Educational Finance Project, 1971); Financing the Public Schools of
Florida (Gainesville, Florida: National Educational Finance Project,
1973), Financing the Public Schools of Kentucky (Gainesville, Florida:
National Educational rinance Project, 1973); Financing the Public Schools
of Delaware (Gainesville, Florida: National Educational Finance Project,
1973): Financing the Public Schools of South Dakota (Gainesville, Florida:
National Educational Finance Project, 1973); Tish Newman Busselle, IEE
Texas Weighted Pupil Study (Austin, Texas: fTexas Education Agency, 1973);
and Mississippi Public School Finance (Jackson, Mississippi: The Governor's
School Finance study Group, 1973).

3D
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TABLE 1-5

NATIONAL EDUCATIONAL FINANCE PROJECT REASONABLE RANGE COST
DIFFERENTIAL SCALE FOR ESTABLISHING FULL-TIME EQUIVALENT
PUPIL WEIGHTS FOR VARIOUS EDUCATIONAL PROGRAMS

Educational Programs Reasonable Range
(1) (2)
Kindergarten ‘ 1.05 - 1.30
Grades 1-2 | 1.00 - 1.30
Grades 3-8 : ' 1.00
‘Grades 9-12 "1.10 - 1.50

Exceptional Education

Educable Mentally Retarded 1.50 - 2.50
Trainable Mentally Handicapped 1.60 -~ 3.00
Physically Handicapped 1.50 - 4.00
Learning Disabilities 1.50 - 2,50
Emotionally Disturbed 1.60 - 3,70
Multiple Handicapped 1,65 - 2,294
Homebound ‘ 2.40 - 2.60
~ Speech Handicapped 1.18 - 1,622
Mentally Handicapped _ 1.49 - 2,332

Compensatory Education
Remedial Reading (Grades 1-6) 1.60 - 2.40

Vocational=Technical Education

Business Education 1.40 - 1.80
Distributive Education 1.40 - 1.50
Trades and Industries 1.50 - 2,90
Health Occupations 1.40 - 2,70
Agriculture 1.60 - 2.60
Home Economics 1.40 - 1.70

Source: Financing the Public Schools of South Dakota (Gainesville,
Florida: National Educational Finance Project, 1973), p. vii.

4reasonable ranges taken from Financing the Public Schools of
Kentucky (Gainesville, Florida: National Educational Finance Project,
1973), p. 6.




will provide additional insights into the appropriate level of weights
for specific programs.

Weights are noimally developed from current operating expenditures
per pupil, including the fiscal accounting categories of administration,
instructibn, operation and maintenance of school facilities, fixed charges,
and other school services. Expenditures for capital cutlay, transportation,
food service, and debt service are excluded from the analysis.

in 1974 the Institute for Educational Finance at the University of
Florida conducted a study of cost differentials for the Florida Department
of Education. The purpose of this cost analysis in twentf—four school
districts was to provide data to be used in examining the weights which
had been incorporated into the Florida Educational Finance Program enacted -
in 1973. The aggregated cost differentials are shown in Table 1-6.

Only one Qtudy hac been conducted using the pariicipating pupil
instead of full-time equivalent pupils. Average weights were computed by
the Texas Fducation Agency staff, with the assistance of the National Edu-
cational Finance Project; these data are shown in Table 1-7. The study
was based on actual program costs per participating pupil in a sample of
twenty-eight "good practice" Texas school districts. The cost indexes
were based on 1970-71 current expenditures, excluding erpenditures for
capital outlay, debt service, transportation, and food service.4

In addition to the studies conducted by the National Educational Finance
Project,'&vVerai studies have been conducted on a smaller scale in research
efforts at variocus universities. One particular study was conducted at
Ball State University and was based on data secured from a random sample

of cighteer, Tndiana school districts. Cost diffeiential indexes were

4
Busselle, op. cit.
' o ‘11.
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TABLE 1-6

FLORIDA PER PUPIL WEIGHTS FOR 24 SAMPLE
DISTRICTS COMBINED FOR SCHOOL YEAR 1972-73

— —— - - ___]
Aggregated Co..t
Differential Index
for 24 Sample
Educational Program = ° Florida Districts

Basic Programs

Kindergarten-Grade 3 o 1.04
Grades 4-10 1.00
Grades 1l1-12 . 1,20
Special Programs, Exceptional Students@
Educable Mentally Retarded ' 1.82
Trainable Mentally Retarded 2.12
Physically Handicapped 2.18
Physical and Occupational Therapy 5.58
Speech Therapy I 3.72
Deaf 2.33
Visually Handicapped I 14.15
Visually Handicapped 2.59
Emotionally Disturbed 1 4..0
Emotionally Disturbed : 2.34
Socially Maladjusted 1.92
Special Learning Disability I 4.48
Special Learning Disability 2.13
Gifted I 1.33
Hospital and Homebound I 7.20

Special Vocational-Technical Programsb

Trades and Industries 2.00
Agriculture 1.93
Vocational Office Education 1.85
Home Economics (All Categories) l.67
Distributive Education ‘ 1.84
Health Occupations 1.79

Special Adult and General Education Programs
Adult Basic and High School 1.14
Community Service 1.07

Source: Cost Factors of Educational Programs in Florida (Gainesville,
Florida: Institute for Educational Finance, 1974), p. 54.

dspecial education programs for exceptional students marked with
an I (one) represent part-time projrams averaging seven hours in a 25
hour school week.

bSpccial vocational-technical program cost indexes represent the
average of the aggregated cost indexes for each vocational-technical
program category.

-y
‘1%4
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TABLE 1-7

TEXAS PARTICIPATING PUPIL WEIGHTS FOR
VARIOUS INSTRUCT 'ONAL PROGRAMS

T e T e e e e e e e e e ==
Programs Participating Pupil Cost Index . 2d4d-0On

(1) (2) (3)
Early Childhood Special Education 1.26 .26
Kindergarten 1.05 .05
Elementary 1.00 -
Middle School 1.12 .12
High school 1.28 .28
Special Programs Elementary Middle High

School School School

Speech Handicapped 1,35 - 1.52 1,57 . .57
All Other Handicapped 2,21 2.30 2.71 1.71
Low Income 1.37 1.38 1.51 .51
Non~English Speaking 1.77 1.67 1.67 .67
Migrant 1.47 1.51 1.81 .81
Argiculture 1.37 1.56 © 456
Homemaking l.21 1.38 . 38
Trades and Industry 1.29 1.47 .47
Office, D.E. and Health 1.24 1.42 .42
Cooperative 1.23 1.41 .41
Handicapped Vocational 2,31 2.64 1.64
Coordinated Vocational=-

Academic Education 1.59 1.82 .82

Source: Column 2--Tish Newman Busselle, The Texas Weighted Pupil Study
(Austin, Texas: Office of Urban Education, Texas Education Agency, 1973),
p. 32. Column 3--Computations for the purposes of this study.

computed from an analysis of the current operating costs per full-time
equivalent pupil in average daily membership for the school year 1971-72
using the basic elementary program in grades one through six as the index

of 1.000. Findings of this study are shown in Table 1-8.
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TABLE 1-8

INDEXES OF MEAN NET CURRENT OPERATING EXPENDITURES PER FTE
PUPIL IN ADM BY SELECTED PROGRAM CATEGORY FOR A RANDOM
SAMPLE OF INDIANA SCHOOL DISTRICTS

tducational Programs Cost Index
(1) (2)
Prekindergarten and Kindergarten , ' 1,271
Elementary-Grades 1-6 ' 1.000
Secondary-Grades 7-12 1.095
Mentally Handicapped 2.559
Physically Handicapped 2.821
Compensatory Education : 1.633
Vocational Education 1,256

Source: Donald E. Embry, Program “ost Differentials for State Financing of
Indiana Public Schools (Ed.D. dissertation, Ball State University, 1973),
p. 81.

Under the auspices of the Guvernor's OQOffice for Educational Research
and Planning and the Texas Education Agency, a cost differential study was
conducted in Texas in 1974.5 The sample consisted of forty-one school
districts. A reputational selection process was used to assure that the
districts had programs which were representative of good educational
practices in the state and also were sufficiently comprehensive to provide
a balanced funding pattern for all educational programs being provided in

the local district., Summary data from this study are presented in Table 1-9,

5Lynn Moak, Educational Program Cost Differentials in Texas (Austin,
Texas: Texas Education Agency, November 1974),
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In an effort to avoid problems associated with labeling pupils, to
facilitate progran revisions and modifications, and to increase flexibility
in local school districts, some attention has recently been devoted to
using a delivery system approach instead of a program method in designing
a weighted pupil allocation system. The Massachusetts State Board of Edu-
cation has proposed a prog.am which includes the following categories with

full-time equivalent pupil weights as indicated.

TABLE 1-10

FTE WEIGHTS IN RECOMMENDATIONS OF MASSACHUSETTS
STATE BOARD OF EDUCATION

e — — — — " —  ——  — _ _ —~ —— ———  _ __— ————

Program Weight

Reqular Day Program 1.00
Bilingual ' 1.40
Regular Education Program with Modifications

.(25 to 60 percent in special classes) 2.50
Substantially Separate | 3.50
Full-time Day School (Exceptional Education) 5.00
Residential Program 6.00
Specific Occupational Training 2.00
Career Developmernt 1.40
Career Awareness 1.10

This approach represents a significant departure in programmatic
arrangement for funding purposes. State education agency approval would

still be required for offerings fitting into the various programs, but
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the structure is much more cpen because of the absence of traditional pro-
gram titles.

The similarity in the research findings among the various states
suggests that sufficient rescarch has been conducted to permit states to
enact a cost differential allocation process without engaging in extended
and costly fesearch. The basic program is more related to the willingness
«f the legislature to provide a process through which periodic adjustments
can he made in the allocation indexes to facilitate the improvement of
educational programs and to prevent the weights from becoming so institu-
tionalized that they serve as a barrier to educational‘change in the same

manner as the classroom unit approach to allocation has in some instances.

Measures of Fiscal Capacity

One of the most illusive problems in designing state school support
programs has been the determination of an equitable measure of local fiscal
capacity. The term "fiscal capacity" refers to a quantitative measure
intended to reflect the resources which a taxpaying jurisdiction can tax
to raise revenue for public purposes.6 Principal sources of public wealth
subject to taxation have been property, income. and sales.7 If a level of
government has the power to tax all of these sources, experts have been
in general agreement that the sources can then be used in developing the
indicator of wealth, or measure of fiscal capacity, fof that level of

government. Since real property has been the primary tax base available to

bgr. L. Johns, S. K. Alexander, and D. H. Stollar, Status and Impact
of School Finance Programs, vol. 4 (Gainesville, Florida: National Educa-
tional Finance Project, 1Y71), p. l22. '

Richard A. Rossmiller, James A. Hale, and Lloyd E. Frohreich, Fiscal
Capacity and Educational Finance, special Study No. 10 (Gainesville,
Florida: National Educational Finance Project, 1970).

A%
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local school districts, most state support programs have used equalized
property value per pupil in average daily attendance (ADA) or average

daily membership (ADM) as the common measure of wealth among local school

districts.8

No single measure is wholly adequate for describing the ability of

a community to support education.9 Even though the district may only be

. permitted to tax property, actual_payments for that tax must be made from
income. As greater attention has been devoted to municipal overburden and
other financing problems in urban areas, some consideration also has been
given to utilizing the totil municipal tax rate as an adjustment in a
measure of local fiscal capacity. The net cffect of including this factor
has been a reduction in the relative wealth position of urban school dis-
tricts when compared to all districts in a state. Cities usually have
had a higher total tax rate for all governmental services than rural and

suburban districts throughout a state.lo

Attributes of a Measure

One of the attributes of a measure of tiscal capacity for a school
corporation is that the measure should be predictive of the corporation's

ability to support education; the measure should reflect the degree to which

8Cclyde H. Reeves, 1968 School Finance Law Handbook (Evanston, Illinois:
National School Boards Association, 1968).

9R. L. Johns, S. K. Alexander, and K. F. Jordan, eds., Financing
Education, Fiscal and Legal Alternatives (Columbus, Ohio: Charles E.
Merrill Publishing Company, 1972). '

lOLeroy J. Peterson et al., Economic Impact of State Support Models
on Education (Madison, Wisconsin: University of Wisconsin, School of
Finance, 1963).




the community can supply the funds which are required to support public
services.l A high incidence of property wealth in a taxing jurisdiction
does not necessarily indicate that the school corporation also has avail-
able resources from which to pay the levy.

In view of the current freeze on local property tax levies, no con-
sideration was given to the development of alternative measures of local
fiscal capacity. The experience of the consultants in other states indi-
cates that the inclusion of an income factor in calculating a local
corporation's fiscal capacity would inevitably lead to a reduction in
required local effort in some corporations and an increase in others. As
a result, some local school corporations would be confronted with a net
loss in available revenues through the inclusioﬂ of income in the determina-
tion of the fiscal capacity of local school corporations.

The capacity measure should reflect the relationships between revenue
sources and the characteristics of the population. A common pattern has
been to determine the local corporation's relative position by dividing
that district's wealth by the ADA, ADM, or a similar measure. Some support
has been expressed for using total population or school age population as
the divisor; however, each choice has certain public policy implications.
Careful consideration should be given to the impact of various.choices on
individual districts and the resultant equity implications. Any capacity
measure should be based on some index of population so that the measure
may be utilized and also be comparable among local school corporations

within a state.

llPaul R. Mort and Walter C. Reusser, Public School Finance: Its
Background, Structure and Operation (New York: McGraw=Hill, 1951).

49
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Measurement Units for Fiscal Capacity

An additional policy issue is the determination of the units by which
the wealth of a school corporation will be measured. One ogition is for
the corporation's total wealth to be compared to the state's total wealth;
an additional choice is to identify a factor which reflects some measure of
need. A different result may be achieved depending on whether total wealth
is compared to wealth per ADM, wealth per ADA, or wealth per capita., A
school corporation may appear to be affluent if no wealth divisor is em-
ployed or if relative wealth is determined by dividing by ADA; however, the
same school corporation may become, in relation to other school corporations,
much poorer if ADM, total population, or some weighted pupil standard is
used as a divisor.

Among the alternative units of measure which may be used to assess the
educational needs of a school corporation are the following: ADA, ADM,.
population, proportion of total wealth, school-age child, school attending
child, weighted ADA (WADA), and weighted participating pupil (WPP).

Average Daily Attendance. Average daily attendance has been the typical

measure used as the divisor in many state support programs to calculate a
school district's relative wealth. The aggregate number of days in attendance
for a given period of time is divided by the number of days in the period,
and the result is the ADA for the school district. The method rewards the
district which has the highest percentage of attendance and encourages
districts to take positive action to assure that absenteeism is kept to a
minimum. As an end result, the state school support program is used to
enforce compulsory attendance laws.

Even though this measure may appear to have some merits in that the

district is rewarded for having pupils in attendance, the measure may

r
L
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actually have little relationship to the ability of the district to support
education. If significant portions of the district's school age population
are attending nonpublic schools, the measure may not reflect the district's
fiscal capacity. If large numbers of the students are culturally deprived
and their parents do not encourage them to attend schools, the measure may
not be indicative of the district's population to be served. Also, if the
age distribution of the total population departs from the norm for the state,
the measure may be deficient,

Average Daily Membership. This measure is very similar to ADA except

that the aggregate days membership is used as the divisor rather than the
aggregate days of‘attendanée. The problems of using the measure as a vehicle
to enforce compulsory school attendance and to cope with low attendance of
culturally deprived children have been removed. As with ADA, no recognition
is given to districts with a higher than state average percentage of population
in nonschool-attending age categories or those with a higher than state average
percentage of pupils attending nonpublic schools.

Population. A third alternative is to use total population as the
divisor. This option provides for recognition of demand for all go&ernmental
services in the calculation of a local school district's fiscal capacity.

The incidence of pupils of school age or attending school is not recognized.
Support for this alternative may be found among those who contend that the
funding of school support programs should not be considered independent of
the total demands for governmental services. Others might contend that the
purpose of the school support program is to provide funds for education;
thegefore; the measure should be oriented toward a unit of need which is

related to the provision of educational services. This approach has
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some rather profound effects, depending upon the differing relationships
between the number of students and the total population among school
districts.

An additional problem with this measure is that the only source of
reliable data will be the decennial census, and even that information often
is not reported in a pattern which conforms to local school district
boundaries. -This is especially pertinent in Indiana, for school corporation
boundaries are not uniformly coterminous with those of other governmental
units. Steps are being taken to resolve the latter problem, but the data
are not presently available on an annual basis.

Proportion of Total Wealth. A limited number of states compute a

local school district's fiscal capacity on the basis of the district's propor-
t.ional share of the total wealth of the state. A total local share is
determined for the state and each local district's share of the total is

that district's percentage of the total wealth of the state. In contrast

to the previous alternatives, this measure does not recognize either the number
of pupils to be educated or the total population requiring governmental
services. The measure's merits are in its simplicity; it is not dependent

upon local district reports nor on census information which may be outdated.

School=Age Child. A technique for compensating those school districts

with hithr than state average percentages of nonpublic school attendance
is to use the number of school-age children in the district as the divisor
‘in calculating cach local district's wealth. The most obvious problems
with this measure are that it fails to provide any incentive to encourage
the school district to serve its school-age population, that it does not
recognize the total population razquiring governmengal services, and that

the data must be obtained from either the decennial census or a locally-
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conducted school census. For these reasons, little supbport can be found
for this alternative,

School-Attending Child. If the public policy is to recognize both

public and nonpublic school attending pupils in calculating a local district's
relative wealth, the total.number of school-attending children may be used

as the divisor. Most of the negative factors associated with the school-

age child method are alleviated through this alternative, 1Its chief

handicaps are that reports must be secured from nonpublic schools and

that the state often does not have the manpower to assure that the reports

are accurate. Nonpublic school officials may not be supportive, for they

do not receive any direct reward for filing And rertifying the information.

Weighted Average Daily Attendance. The only difference between using

WADA and ADA as the divisor is that the incidence of pupils requiring high
cost programs is recognized in the calqulation. Under this alternative,
educational needs ot students become a factor in the calculation of a dis-
trict's fiscal capacity. Funding weights for programs are multiplied by the
ADA of the pupils in the program to obtain the WADA for. each local school
district. The demand for other governmental services is not recognized,

nor is the number of pupils attending nonpublic schools. All of the
criticisms associated with ADA also apply to this alternative.

Weighted Participating Pupils. The use of WPP as the divisor permits

the recognition of the educational need factor and the number of pupils in
average daily membership. The calculation process is similar to WADA except
that the number of weighted participating pupils is used as a multiplier.
WPP is subject to the criticisms and merits of ADA, but does represent an

additional refinement. Funding weights for programs are multiplied by the

o3
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ADM of pupils participating in the program, The number of units is an
indicator of the number of pupils served by the program, . The addition of
the pupil weights provides for recognition of the variations in cost
associated with cach program. If the state seceks to secure maximum
recognition ot the factors associated with educational programs in the
schools, this alternative has cnnsiderable merit over several of the
other options.

summary. The previoussdiscussion illustrates that no single unit of
measurc is obviously preferable to all ofhers. Rather than being an ob~-
jective decision, choices must be made in terms of the public policy
position prevalent in a state. If th-~ mit measure of fiscal capacity
is to be neutral of educational need, or if simplicity is the desired goal,
the be;t measure will be pronortion of total wealth. If maximum recognition
is to be given to the incidence of educational need, WPP will be preferred.
If maximum recognition is to be given to the number of pupils attending
nonpublic schools, the choice will be school-attending child. If the
desire is to recognize the demand for all governmental services, population
may well be the best unit of measure. If the intent is to use the unit
measure of fiscal capacity to encourage compulsory school attendance, ADA
or WADA will be selected.

Irrespective of the option which may be selected, consideration should
be given to the simplicity of procedures required to gather the data and
the predicted accuracy of the information. 1If multiple uses cannot be made
of the data or if they are not easily available, an overly cumbersome system
may require excessive paper work in local school districts and extensive
checking from the state education agency. Often, both agencies will have
limited resources and could profit more by devoting their efforts to other

eﬂd(;’(]\lors .
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In determining an appropriate unit measure of local district fiscal

capacity, attention must bec givin to the necessity for the measure to serve

as a techrique for recognizing differences in educational need among school
districts. .For this reason, WPP has distinct advantages. Further, the

use of this measure in determining local fiscal capacity and the level of
educational need reduces the possibilities of inequities in the calculation
process. The measure is oriented toward the pupil to be served and the

cost of the program which should be provided for him in view of his physical
or psycholoqical cuadition and occupational aspirations.

An analysis was made of selected measurement units of fiscal capacity in
terms of their applicability to Indiana. Pearson correlation coefficients
were computed to determine the relationships between measurement units »f
wealth computed by dividing adjusted assessed vatuation in each school
corporation by a serics of divisors. The results are shown in Table 1-11.

‘5 corrclation was less than 8295, the fiqure obtained when the product
of adjusted asanssod valuation divided by weighted participating pupils
wct conpared to adjusted anvessed valuation divided by thc total population
cn a district-by-district basis. ot the ten correlations that were computed,
soup were above .99, The lowest correlations weie found when one of the
cat bbbl wow, o tonschool related measure, e.g., population in the 5-17
ace aroun and toatal porulation.,  These findings suggest that significant
paub i tolicy gmplications mig. t result if Indiana shifted its allocation
sygtum to a measure unrepated to the pupils being served in local school
corporat v,

In rocounttion oo the property tax levy freeze and the effect that a

chanee i the wearth divisor would have or the tax revenues available to local

ERIC
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school corporations, no consideration was given to the use of alternative
measures. vBy retaining the required local effort approach, the simplicity
of the present system can be capitalized upon and fufther simplified by
eliminating the mechanical process of dividing by the number of pupils

and subsequently multiplying to ascertain the amount of funds to come from

state sources.

Cost of Delivering Education

In the development of traditional school aid programs, little attention
has been given to the identification of cost variations among school dis-
tricts for providing the same educational services. The variations in
expenditufes per pupil between rich and poor school, or high and low
aspiration, districts have usually been of such magnitude as to mask the
smaller differences which exist due to educational cost variations. It is
not unusual, even today, for fiscal inequalities to create such wide
disparities in expenditures that first and foremost consideration must be
devoted to equalizing access to revenues, or to assuring fiscal equalization.
In terms of equalization priorities, fiscal equalization should be realized,
educational needs should be met through uniform programs and services, and
effort variations should be diminished; then, the cost of delivering edu-
cational services should be used as a correction facto? to assure more fully
equalized educational opportunity. The National Urban Coalition has ob-
served that, "wealth, need, and effort being equal, high cost districts
should receive more aid than low cost districts."12 The need for indexes

of educational cost in state aid formulas was recognized by the President's

1250hn J. Callahan, William K. Wilken, and M. Tracy Sillerman, Urban
Schools and School Finance Reform: Promise and Reality (Washington, D.C.:

roiy
RN




55

Commission on School Finance, "distribution of educational resources equally

requires that the value of the resources at the receiving end he equal."13

Recently the State of Florida, ih reforming its state school finance
program, incorporated a "cost of living" factor providing for a cost index
ranging from .90 for low cost districts to 1.10 for high cost districts.14
‘This index was developed from a price éurvey of consumer goods and services
in twelve selected Florida counties. Weightings for the price list were
established from data routinely utilized by the Bureau of Labor Statistics
(BLS). Data from the twelve sample counties were used to establish a
regression plane estimating the price level of the remaining fifty-five

counties in Florida.15

The resulting price level estimates for each county
were then used as a multiplier in the Florida Educational Finance Act to
determine each local school district's final allocation.

The Florida effort has certainly been a significant step forward in
establishing the rationale for incorporation of a "cost of living" factor;
however, the effort has serious shortcomings. The result of the act has
been to allocate more funds to counties with high family income than to

16 To this extent the index has been dis-

counties with low family income.
equalizing and has made it more difficult for low=-income counties to compete

on an equal basis for instructional personnel. Further, the Florida studies

13&,chools, People, and Money, The Need for Educational Reform, Final
Report (The President's Commission on school Finance, 1972), p. 35.

14James C. Simmons, Florida Cost of Living Research Study: Florida
Counties Price Level Index (State of Florida, June 1973).

15g. 1. Johns, "The Cost of Delivering Equivalen Educational Services" -
(Paper prepared for the National Educational Finance Project, Gainesville,
Florida, 1973), p. 3.

161pid.
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on which the indexes were based made no attempt to establish the actual
differences among school districts in school personnel cost of living for .
the same standard of living.17 Several major unanswered duestions remain
before the cost of living differential concept should be uniformly incor-
porated into state aid programs.

Various studies and analyses of the Florida effort have testificd to
the difficulty of identifying a reliable measure for the cost of delivering
education. While equal educational opportunity cannot be fully achieved
until the cost dilemma has been resolved, further damage can be done to an
aiready inequitable system if cost indexes are established which tend to
reward wealthy districts because they already are in a more favored position.

Careful attention must be given to identifying costs for the same standard

of living. Moreover, the same standard of educational opportunity is
governed to a dgreat extent by teacher supply and demand. A teacher's
selection of a certain school district may be related to a number of
variables, each of which represents a cost function. Cost of living alone
is simply inadequate as a measure of the cost of deiivering education. When
a combination of such factors exists such as (a) difficulty of assignment
(combat or battle pay), (b) district location (boredom pay), and (c) price

18 There

differentials (cost of living), all are significant contributors.
is general agreement that provisions should be made in the state school

finance plan for variations among districts in the cost of living for the

same standard of living., However, in the development of educational funding

171pid.

18James N. Fox, "Cost of Living Adjustments in School Finance: Righteous
Intent, Wrong Technique" (Unpublished paper, 1974), pp. 3-4. See also Harvey
E. Brazier, Adjusting for Differences Amony School Districts in Costs of
Educational Output, A Feasibility Study (Washington, D.C.: U.5. Office of

Education, 1974). rq
Y
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programs, cost variations should reflect only true and valid differentials
and be unrelated to either the personal income per capita or property wealth
of the school district. The state formula should recognize only those factors
which create inequality of educational services because of variations in
the cost of delivering education.

The appropriateness of incorporating a cost of living differential
in the state aid program for Indiana is somewhat questionable. Basic data
are not currently available which would identify those districts which
should receive additional funds because of the high cost of delivering
equivalent educational services and programs. Development of these data
would require comprehensive study and a considerable investment of public
funds. The annual legislative appropriation in Florida for the conduct
of these studies is in excess of $300,000, and Florida only has sixty-

seven county-based school districts.

Indiana Local School Revenue Sources

Historically, Indiana local school corporations have received a major
portion of their operating revenues from local property tax sources. The
degree of reliance has been related to both the wealth per pupil in the dis-
trict and the aspiration level of the community. State funds for the basic
grant program have been allocated thgough an equalization formula which has
distributed more funds to districts with less wealth per pupil than to dis=-
tricts with higher levels of wealth. This equalization concept has been
accepted in Indiana for over two decades. An additional established dimension
of the Indiana school support program has been the permissible local property
tax; maximum tax rates have -en adjusted from time to time, but the principle
of local leeway was well established until the enactment of the 1973 tax

package. Local leeway funds remain an essential part of the school support

GO
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program, but local school corporations are restricted in the amount of
funds which they may receive from local property tax sources for current
operation.

The 1973 tax package provided two important features with respect to
local school revenue. The first of these is the provision that General Fund
tax proceeds essentially would be frozen at the level existing in calendar
year 1973. 1If enrollments have increased since 1973, the base tax levy
can be increased by the percentage growth in average daily attendance. If
enrollments have declined, the allowable levy (base tax levy) is not re-
quired to be reduced accordingly.

Many of the school corporations are experiencing increases in assessed
valuation. The frozen dollar levy means that General Fund rates are declining
as valuation grows. Actual property tax rates are declining substantially
because of property tax credits provided by the State Property Tax Replace-
ment Fund. The overall liability of property taxpayers is reduced by 20
percent because of this revenue which is distributed to counties, rather
than to the taxing unit. It is also possible for county.councils to impose
an adjusted gross income tax of .25, .50, .75, or 1.00 perce:. .>¢tion

of the proceeds from this tax also is used for property tax replacement.

General Fund Revenue

This fund provides monies which are used primarily for current opera-
tion. The two major local revenue sources for the fund are property taxes
and motor vehicle license exise taxes. Propertyltax revenues are, in
general, frozen at their 1973 level. There is a statutory provision for
a referendum to permit a corporation to establish an "excessive" tax levy,
but the State School Property Tax Control Board has not yet authorized a

referendum in any local school corporation.

1
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Most motor vehicles have been removed from the property tax base.
Local governmental units, including schools, obtain revenues from the
exise tax paid on vehicles at the time they are licensed annually. Changes
in the rate structure and expansion of the number of vehicles subject to
the tax have resulted in most school corporations finding this revenue
source to be significant and annually more productive. Other local revenue

sources for this fund are for the most part relatively insignificant.

Local Finance and State Agency Relationships

Two state agencies which have direct control over local district
budgets and local taxes are described briefly in the following paragraphs.

State School Property Tax Lontrol Board. This agency hears appeals

regarding changes in school budgets and appeals for emergency financial
aid. Recommendations are made by the Control Board to the Board cf Tax
Commissioners. Appeals from budget decisions of the county tax adjustment
boards also go to the State School Property Tax Control Board. This board
is empowered to make several recommendations to the State Board of Tax
Commissioners. The Control Board may recommena that a budget, tax levy,
or tax rate be approved without change, reduced, or increased, and also
may approve a referendum for an excessive tax levy.

The State School Property Tax Control Board also is empowered to
decide if it is necessary for a school corporation.to receive emergency
financial relief in the form of grants, loans, or advances of state funds.

In the area of capital outlay the State School Property Tax Control
Board must approve establishment of a Cumulative Building Fund, bond
issues, and lease-rental agreements. The Control Board must also examine
the school building occupancy program of every school corporation not

less than once every five years.
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State Board of Tax Commissioners, This agency oversees the assess~

ment of taxable property and reviews budgets of all local taxing units.

Each school corporation presents and defends its budget at o hearing

held by the Board. All budget related appeals ultimately are decided by

the State Board of Tax Commissioners, and the Board's decisions are final.
An additional responsibility of the State Boara of Tax Commissioners

is to conduct periodic sales ratio studies of real estate transactions

in each local school corporation. From these data the Board develops

an adjustment factor or ratio which is subsequently used in calculating

each local school corpo:ation's required local effort level for partici-

pation in the basic grant portion of the state school support program.

Problems Identified Through Hearings
one phase of the study included conducting a series of four hearings
in different parts of the State of Indiana. Testimony was rather consistent,
but the presenters were largely restricted to local school officials,
spokespersons for teacher groups, representatives of educational interest
groups, and advocates for farm interests. Among the items advocated by
the various groups were the following:

1. Retention of the current restrictions on property tax levies.

2. Use of personal income as a measure of local school corporation
wealth per pupil.

3. Desirability of shifting all pupil counts to averaée daily member-
ship instead of the present mixed usage of average daily attendance
and a day's membership.

4. Revisions in the existing transportation support program and the
desirability of establishing a separate local levy for transporta=

tion support.

G3




5.

7.

6l

Increased legislative attention to educational programs and
other activities mandated by the General Assembly, but not
funded in an amount sufficiently high to offset the additional
cost accruing to local sqhool corporations. (A specific
example is special education.)

Inclusion of a factor in the state basic aid program which
recognizes the costs associated with educating culturally
deprived and low-income pupils.

State aid to offset the impact of inflation on school costs
and the problems asscciated therewith when a levy freeze

prevails.

Recommended Program

The following basic guidelines were considered in the development

of the recommended program:

1.

2.

3.

4.

5.

The existing program for support of current operations is
ovefly complex and should be simplified.

The recommended program should be sufficiently comprehensive
to encdmpass all major programmatic areas, thereby eliminating
the need for major categorical grants.

The level of required local effort should approximate the
General Fund tax rate in the school corporation making the
lowest level of effort.

The amount of the basic grant per pupil should be realistic
in terms of the actual level of net current expenditure in
the state. |

In view of the levy freeze, each local school corporation

should receive additional funds to offset the effects of

Ch




8.

inflation; however, attention should also be given to increasing
the level of equalization in the total state program.

The basic structure and design of the program should lend it-
self to orderly updating so that each session of the General

Assembly is not confronted with the necessity of making major

- revisions in the school finance formula,

Major Recommendations

l.

Guarantee that each local school corporation reccive at least

$54.00 additional state money per pupil in average daily member-

ship in 1975-76 above the amount projected to be received in

1974-75. Indiana's situation ir somewhat unique in that the
pressures of inflation can only be relieved through additional
state funds; local échool corporations cannot benefit from the
elasticity and growth potential of the property tax. Even though
a district may be experiencing an increase in its wealth per
pupil, the restrictions of the "freeze" result in additional
property tax relief for local citizens. This condition dictates
that the state provide limited additional funds to all districts
to assure that educational programs are not seriously curtailed
as a result of inflation. This $54.00 additional state funds
per pupil represents a 6 percent increase in available revenue
based on an approximate state average net current operations
expenditure of $900 per pupil in 1974=75,

Consolidate the existing basic program, supplemental programs,

and categorical programs into one coordinated funding program.

A major challenge in the design of a state school support program

-y
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3.

is to devise a system that will assure equitable treatment for

all pupils, whether their interest or need be vocational, special,
college preparatory, or general educational programs. The success-
ful attainment of this level of equity can only be secured through
a coordinated funding program that assures an adequately funded
educational program for each child in the state. Under this type
of arrangement, advocacy groups unite their efforts in support of
the total program instead of seeking support for a single portion
of the program to the detriment of other portions of the total
state support program for all pupils.

Use weighted participating pupils as the basic allocation unit.

Under the participating pupil approach to determination of educa-
tional need, each child receives a basic value of 1.00 and then
receives additional weights on the basis of participating in an
educa;ional program beyond the regular program, e.g., special
education, vocational education, kindergarten, or compensatory
education. 1Illustrations are presented in Table 1-~12.

The concept of add-on Qeights for participating pupils is
significantly different from the full-time equivalent weights
which have been incorporated into state support programs in
Florida, Kentucky, New Mexico, Rhode Island, and Utah. A time
audit of the child's time is not required, and funds are allocated
on the basis of certification that the child participated in the
program. The absence of a time audit does not pr9clude the
necessity of a fiscal accounting mechanism to aséure that the
funds are actually expended in the programs which generated the

dollars.

Co
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TABLE 1-12

RECOMMENDED "ADD-ON" PROGRAM WEIGHTS

W—"— e e —

Program ' Add-0On Weights

Special Education

.Multiple Handicapped : 1.25
Physically Handicapped 1.44
Visually Handicapped 1.25
Hearing Impaired 1.80
Emotionally Disturbed 1.05
Neurologically Impaired .70
Communication Handicapped .50

. Educable Mentally Retarded . 1.20
Trainable Mentally Retarded 1.75

Vocational Education

Agriculture .40
Distributive Education .25
Health .32
Consumer Homemaking' .20
Office Education .35

' Trades and Industries .50
Interdisciplinary Cooperative Education .« 25
Compensatory Education | ‘ .20
Kindergarten . 10%

*For half-day programs, with each pupil also receiving a .50 weight as
a regular pupil, making a total weight of .60.

G




Separate weights can be justified for Grades l-3, but are
not being recommenrded at this time. However, the state should
move toward adoption of separate'weights for primary grades to
assure that adequate funds are provided for this critical period
in a pupil's educational development; Justification can also be
developed for differential weights for senior high school pupils
bgcause of the diversity of the educational program provided
for these pupils with small classes and required materials and
equipment. Even though there is considerable justification for
the senior high differential, it is not being recommended at this
time becauée of the problems associated with pupil and financial
accounting.

A separate program for compensatory programs is being re-
commended as a supplement to federal programs and as a vehicle
for providing funds to relieve some of the educational problems
of the culturally deprived and low-income sectors of the school
population. For eligible children, the compensatory weight
operates as an "add-on" weight which may be used to provide the
target group with direct classroom instruction or various sup-
portive programs and services.

An add-on weight of .20 is recommended for kindergarten
pupils; in the projections the assumption was made that kinder-
garten programs operate on a half-day basis and the number of
pupils is based on this assumption. Opcrationally, this results
in éach kindergarten pupil having a weight of .60, assuming that
the pupil does not participate in any special education or com=

pensatory program.

8
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The recommended "add~on" weights were develcped from an
analysis of current expenditure patterns in Indiana school cor-
porations, a review ¢ the findings of cost differential studies
in other states, and <ne application of time facﬁors to the FTE
weights to develop the add-on weights.

In Table 1-13, comparisons have been made of pex . pupil fund;
to be received under 1973-74 special education allocations and
the amount of funds to be generated per pupil under the weighted
participating pupil. The amounts indicated include only the funds
generated for a pupil's participation in a special education pro=
gram and not the funds which he generates through the value of
1.00 as a result of being in mémbership.

Participating pupil, rather than fuli-time equivélent, weighté
are recommended because of the ease vi implementation of the
program and the reduction in paperwork and.reporting associated
with the program. Basically, iocal erhool corporations would move
from three separate reporting systems to a single one. Possibly,
the additional refinement of full-time equivalent pupil weights
might be incorporated into the program at a later-time, but such
action should be delayed until the recommended s, stem becomes
operational.

Increase the tax rate for required local effort to a level which

approximates the tax rate in the districts making the lowest

level of effort. The principal factor affecting the decision

concerning the level of required local effort will be the nunber
of districts that must raise their local general fund tax rate
for schools to meet the required levzl. Between the two alterna-

tives, differences in the flow of funds are minimal; the primary
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consideration is whether to mandate a required local effort of
$2.75 or $3.00 per $100 of adjusted assessed valuation. If the
lower level rate is selected, only two districts would be
required to raise their Gencral Fund tax rates to participate
in the program. If the higher rate is chosen, eight districts
would be required to increase their rates, in terms of their
1975 payable rate. The impact of increasing the level of the
local effort from $2.15 to $2.75 would be somewhat minimal in
view of the smali number of school corporations which would be
affected. Additioﬁal detail concerning éhe number of school

corporations with rates below specified levels is shown in

Table 1414.
TABLE 1-14
e N
Advertised Rate ~ Number of School Corporations
$2.75 2
3.00 8
3.25 ’ 16
3.50 24
3.75 36
4.00 '59
4.25 ' 97
4.50 156

Source: State Board of Tax Commissioners

e |
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5. Fix_the value of a weighted participating pupil at cither 5650

or $625 depending upon whether the required local effort is $3.00

or $2.75 per $100 of adjusted assessed valuation. Selection of

the desirable alternative will depend upon the .degree to which
the freeze on local General Fund tax levies can be lifted to
permit higher levels of required local effort. An additional
factor is the level of funding which the state chooses to fix

as the per pupil value of the program. Both amounts are signif-
icantly below the average per pupil expenditure level for net
current opérations among school corporations in the state.

At subsequent sessions the General Assembly can alter the
value of the basic per pupil allocation in terms of available
revenue and the impact of increasing the number of speéial
categories to be recognized in the "add-on" weights. One of
the merits of the system is that additions or deletions may be

made without requiring that the entire program be changed.

Miscellaneous Recommendations

Following a review of the present program, consolidation of:%he
testimony QiVen in the hearings, review of the research conducted during
the course of the study, and consideration of the operational implications
of the basic recommendations, the following miscellaneous recommendations
are presented as beiig important in the successful implementation of the
total program.

1. For the determination of units of local need, shift all computa-

tions to average daily membership (ADM) for pupils in Grades K=12.

Local school officials must provide space, materials, and staff
for all pupils, not just those who attend on a given day. The

reference is to averaqge daily membership, not "a day's membership."

| .
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For a period of one week at two times during the school year,
each district wéuld be required tq count the number of pupils
being served in each program récognized by the state for support.
If a pupii had not been in attendance for a specified period of
time prior to the week of the count, the district would not be
permitted to count the pupil as a "member." (Provisions should
be made for audit checks to verify the accuracy of reports from
local school districts.)

Consider elimination of the teacher training and experience index

(TEI) used in the calculation of a local district's entitlement.

The process has become so complex that it is not understood, and

its impact has been reduced through the present adjustment process.

Because of the adjustment process which is presently used to modify

the index for allocation purposes, individual school corporations
may engage in serious recruiting efforts for teachers with higher
levels of training and experience, and the find that their efforts
have been fruitless because the increase in the state average index
has wiped out the potentiai increase in the index which the school
corporation anticipated. An interactive effect takes place among
school corporations; the net result may be a reduced index when
the corporation actually has a teaching staff with higher levels
of training and experience.

Both the actual and the adjusted indexes were correlated
with several factors related to fiscal equalization, and none of
the correlations was sufficiently high £o justify retention of
the index. Analysis indicated that the index has little relation-

ship to state aid per pupil in "a day's membership" or adjusted

'3




assessed valuation per pupil., Both the actual and adjusted
indexes have a relatively low positive correlation with expendi~-

ture per pupil for current operations. This suggests that local

school corporations which spend above the average are then likely
to have teachers with above average levels of training and ex-
perience. The net results of the statistical analyses suggest
that the impact of the index has little relationship to fiscal
equalization, amount of state aid per pupil, or expenditure per
pupil. Actual correlations . . shown in Table 1-15,

3. Require local school districts to maintain financial records in

a program format consistent with the funding pattern in the basic

state support program. To provide adequate assurance that the

funds are expended on the program for which they were intended,
local school districts should be required to maintain program
accounting financial records in each of the program areas in
the basic state support program. This would require a minimum
of the following programs ia the financial accounting format:

(1) Kindergarten

(2) Regular programs for Grades 1l-12

(3) Special education

(4) Vocational education

(5) Compensatory education

4, Charge the Department of Public Instruction with the responsibility

for developing processes and mechanisms through which programs

are approved in local school districts before funds arc allocated

for the program and for conducting program audits to provide

adequate assurance that programs are being conducted consistent
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with the conditions and descriptions specified at the time of

program approval.

Enact amendinents to the State School Property Tax Control Board

statute to provide the body with the power to permit districts

to raise the revenue required to open new buildings. If relief

is to be provided for districts opening new buildings,. the
itemized "new" cost should be clearly identified when the request
is submitted to the State School Property Tax Control. Board.

Compute a district's allocation on the basis of the ADM in

the current, or immediately prior, year. The practice of al-

locating funds to local districts for pupils who have not been
in the school district for two or more years is unsound from
both fiscal and educational management standpoints. Granted,
a district may not be capable of making immediate adjustments
in its operation because of declining enrollments; however, a

one~year grace period in which to gear down appears reasonable.

Compute the state share for joint and cooperative programs by

using the procedures currently used in computing the state share

for joint high schools. 1In the implementation of the recommended

program, special procedures will be required to fund cooperative

or joint special education programs and vocational education
programs encompassing multiple school _orporations. The current
procedures for funding joint high schools should be used in
determining the amount of state funds per pupil to be allocated

to these cooperative programs. Under these procedures the adjusted
assessed valuation of the local school corporation for each pupil

participating in the cooperative program would be multiplied.by ..

vO
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the qualifying rate to determine the required local share;. this

amount would then be subtracted from the weighted participating

PR

pupil dollar value to ascertain the amount of the state share.
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' APPENDIX A

LEGEND

“TOT PART PUPILS" indicates the total number of participating

pupils in the school corporation.

"BASIC PROG" refers to the product secured when the number of
participating pupils was multiplied by the pupil value

of the program.

"STATE SHARE" reflects the amount of state funds to be allocated
to each local school corporation, either through the new
program or under the "grandfather" clause in the

recommendat ions.

"ss/PUPIL" is the state share divided by the 1973-74 K-12 ADM.
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