. DOCUMENT RESUNE . S | .

ED 165 237 = . 95 . ' - EB 011 137
TITLE R selected Papers in School- Finange 1978. ' .

INSTITUTION - Office of Education. (DHEW), Washlngton, D.C. °

UB DATE 78. © ‘
NOTE - 219pi;‘For-a related /[document, see ED 135 062; Some

tables may be margina%ly legible.

EDRS PRICE MP-3$0.83 HC-$11.37 Plus Postage. - B
DESCRIPTORS Comparative Analysis; *Educational Finance; -J;w@”““
’ ' Educational Legislation; *Equal Education; £

*Equalization Aid; Expenditure Per Student; *Finance
Reform; *School District Spendlng;'*state Aid; State
N Legislation, T : .
IDENTIFIERS Wlscon51n ' _ , - AR
ABSTRACT - ' ‘ .
' This volume contalns three papers that evaluate
~student equality resultlng from school financing programs. The papers
are based on the premise that student equity can ke measured by
- _comparing how much schooi districts‘spend. In the first paper the
~author presents a systematlc analysis of several measures of eguity
. and the implication of using each 'measure. In the second paper, the
'J_authors evaluate each state's accomplishment in equalizing student
expenditures between 1970 and 1975. The data for the 1970 analysis
were derived from 5,100 school districts and for 1975 from 6,100
districts. The authors conclude that overall rational expendlture
dlsparltles‘have not decreased and may have, in fact, increased. The
. final paper is an evaluation of the 1973 Wisconsin school finance.
reform law. The detailed .paper. prOV1des insights-on how a svweeping
reform package can be virtually wullified because of inconsistencies
_inheérent in the legislation. (Author/JM)
.- \ . ]

*#********** sefe s ok v e s e ok e o e ok e e ofe 3k e e e e ok ok v 3 e e e e ek **************** e e e e 4 e e e o e e

Tk Reproductlons supplied by EDRS are the best that can be made *
N from the original document. - *
—w—********************************************************************q**

Q




- X ; . U.5. DEPARTMENT OF HEALTH,
’ EDUCATION A WELFARE
:, A . . v . NATIONAL INSTITUTE OF
o : . ) S -, EDUCATION ,
- v . . THIS DOCUMENT HAS BEEN REPRO.

OUCED EXACTLY AS RECEIVED FROM -
HE PERSON OR ORGANIZAT(ON ORIGIN- o

ATING IT POINTS OF VIEW @R OPINIONS -~ )

STATED DO NOT NECESSARILY. REPRE-

SENT OFFICIAL NATIONAL/INSTITUTE OF

ED165237

5 ’ : EDUCATION POSITION OR POLICY - s
| in. School Fin T |
N 3CNOYI Frinance
— p
’ ) ! . . Y
” ’ , l
1] 'y '
' P‘ ] T . ' . . ’
\ :c ‘ [4 R 1. \\\ “.
- U.S. DEPARTMENT 0% HEAL1"H, EDUCATION, AND WELFARE Tt /
o Joseph A. Califano, Jr., Secretary o N ‘
- Mary F. Berry, Assistant Secretary for Education N . | |
- 2 . Office of Education - B W ‘ ;
T ' + - Ernest L. Bover, Commissioner - : N
? (.4‘ . AR SN i ] . . ) j\ a
&
o ' _ . / _
| S ten > . |



PREFACE

E»“ This ed1t1on of Se]ected Papers in Schoo] F1nance conta1ns papers wh1ch

largely focus on the eva1uat1on of equ1ty to pup1ls in the f1nanc1ng |
of pub11c schools. These stud1es are based on the premise that pup11
' equ1ty can measured. by schoo] d1str1ct dollar outlays. Wh11e the
 authors recognize the 11m1tat1ons of this assumption, they. have at]
scumed that per pup11 expe1d1tures are a proxy for pup11 equity. In.
- the first paper, “A]ternat1ve Equ1ty and Equality Measures Does the.
Measure Make A Difference?" the autiior presents a systemat1c ana]ys1s of
L various measures of equ1ty and of the 1mp11cat1on of using each measure
Y An earlier version of this ana]ys1s wa's pub11shed as a work1ng paper by

New York Un1vers1ty. Graduate Schoo] of Public Adm1n15trat1on.

In the éecond paper;-“Schpol FinAheé Refurntin thezSeventtesc.vAchieue-
' ments and Fai]ures;" the authOrs have evaluated each State's perfornance
~in moving towards EQuityvin equalizing pupil expenditures-between 1970.
xand 1975; “The data for this analysis for 1970 were derived from the .
ELSEGIS sample of 5,100 schpbl diétricts which accounted for approximately
'75 percent ot pupil enro11ment Foe 1975 the ELSEGIS samp]e conta1ned
6, 100 schoo] d1str1cts and. comprised about 80 percent of pupils enrolied.
' Both samp]es included districts enro111ng 1ess than 300 pupils. The
. samples were representat1ve for each State and'1nc1uded al} of the’ |
'pppu1ous sch001 districts in'the cpuntry 'Whiie the evaluation of -
State performance -on equity measures such as expend1tur° ranges. and \"

" coefficients of var1at1on is ]1m1ted by any sample, it 15 un11ke1y that

the resu]ts~reported~1n this paper would change substant1ve1y if data
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for the un1verse had been used Resu]tﬁ”for the Universe marked]yratﬂj'

"var1ance W1th those reported in the study would require that most of the

excluded d1str1cts be substant1a11y dwfferent from the 1arge samp]e

data base.- The’ authors view this assumptlon as unwarranted. Moreover,

ava11ab1e 1ndependent stud1es conducted in individual States, such as

those for Ohio and New Jersey and’ the one for W1scons1n which 1s

' reported here, 1arge1y corroborate the f1nd‘ngs of this report. This

,paper rev1ses the Inter1m Report flrst pub11shed in Part 13 of the

Congre551ona1 Hearings on H.R: 1138 September 19/7

" The final paper, “Impact of the 1973 W1scons1n Schoo1 Flnance Refor" no

is the f\rst major eva]uatwon of the reform 1aw enacted in that State.

The study is unusua] in some 1mportant respects.. To demonstrate the

©

,J'effects fo th1s law, the authors have re11ed on Cross- tabu]at1on rather

is placed in the context of the State/ioca] f1sca1 sett1ng, rather than .

treated in’ 1so]at10n. The study. 1s rich in deta11 and prov1des

;1mportant insights on how a sweep1ng reform package can be virtually

nu111f1ed because of 1nconsxstenc1es 1nherent in the leg1s]at1on

\ -

)

_'ﬁﬂ - ‘YII PN
A RN
Lo o s
Esther 0. Tron . R ﬁ
_Project Qfficer Y
) J ) . //"\f)
: ~_T

iv

7
.

ot

/
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',and f1sca1 neutra11ty have been used 1n conJunct1on w1th expend1tures, property

T tax y1e1ds, resources, etc

f PubTic Admlnistration, New York Un1versity, New York, NY - -

ALTERNATIVE EQUITY. AND EQUALITY MEASURES o
DOES THE MEASURE MAKE A DIFFERENCE?* '

S B R .

Th1s paper1 deaTs w1th the 1ssue of equ1ty and pub11c educat1on, an 1ssue

| that has rece1ved a great dea1 of attent1on dur1ng the' last decade. The Serrano ;

P

Vs. Pr1est decis1on by the Ca11forn1a Supreme Court can be v1ewed both as a

; result of th1s attentaon before 1971 and a cause of 1ncreased exam1nat1on since. 2

One outcome of the th1nk1nq, d1scuss1on, and research on'equ1ty has been the

o

requ1rement that we art1cu1ate what we mean by equ1ty and it is apparent we do

not aTT mean the same th1ng, Concepts such as equa11ty, d1spar1ty, var1at1on,

ot

The purpose of th1s paper is to sort out some of the a]ternat1ve concept1ons

of equity and compare aTternat1ve ways of . measur1ng equaty in the area of pub11c .

‘educat1on 3 Since a pr1mary goal of the school f1nance reform movement has been -

to increase the equ1ty of the pub11c educat1on system, school. f1nance reform has

:mhad a cons1derab1e 1mpac1 on the way in wh1ch the con51derat10n of educat1ona1

.equ1ty has deveToped

Th1s paper proceeds by exam1n1ng a number of separate but reTated quest1ons
that need’ to be addressed 1f we are to measure equ1ty We W111 argue that the
measurement of equ1ty forces us to pass judgment on a d1str1but1on of resources

and . there can be 1eg1t1mate d1fferences 1n the way 1n wh1ch the Judgments are

'made and resources def1ned and measured. The d1scuss1on is d1v1ded into five

sect1ons The f1rst sect1on br1df1y defines equity 1n a way that forces

- cons1derat1on of what it is we des1re to be equ1tab1e, in other words the -

*Robert Berne, Ass1stant Professor of Pub11c Admanistrat1on, Graduate Schoo] of
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; argument of the equity Lr1ter1a or funct1on 4 A set of a1ternat1ve arguments [-‘
;are cons1dered in the second section and questions.of measurement are raised and
; attended to in the third sectyon, The fourth séction presents a br1ef compar1son
|  of severa1 of.the measures"discussed‘tn section three us1ng data-from schoo1_ -
@ finance”studies The fifth and tina]esection distusses some of the dmp]ications
" of equity measurement for po11cy analysis. Educational po11cy ana]ysts w111
- cont1nua11y have to provide inputs to +hose who must assess whether one s1tuat1on
_21s more ecuitable than another | ; |
One further 1ntroductory point is in order, Equity ana1ysis cannot be
- | '{carr1ed out without mak1ng va1ue Judgments and th1s should compe1 those who
" cons1der equ1ty to be as exp11c1t as poss1b1e regard1ng ‘the va1ue Judgments that
“are built into the ana1ys1s. Thus, the expos1t1on of value: Judgments 1s a goa1

of this paper. . L - L —_— .. | _ o f'

.1.‘ Def1n1t1on of Equ1ty ‘ ‘#°-
- Equity, obv1ously, ‘cannot . be def1ned once and for all; as such an undertak1ng

.has occup1ed ent1re 1ifetimes, not several ‘pages. However, it is hoped that the

WOrk1ng definition below will provide an acceptable and—usefu1 framework for

o

ana1ys1s | _
The genera1 definition of equwty used in th.s paper rests on ‘the 1dea that
‘an equ1tab1e s1tuat1on is one in which equa1s are treated equa11y Furthermore,
an, equ1tab1e s1tuat1on is one in which unequa]s are treated unequa11y 5 At th1s
point 1t is 1mportant to po1nt out where our va1ue Judgments enter. If we can

‘measuré by "treatment" and if the popu1at1on for wh1ch we are assess1ng equ1ty

{

L ' cons1stS/éf equa1s, then the equa1 treatment of equals’ ‘would be the -only re1evant
'def1n1tion of equ1ty Value Judgments wou1d be requ1red to determ1ne how we

measure the degree of 1nequa11ty among equals and in this case the measuremen+




- ‘of equ1ty is the measurement of equa11ty Some of these value Judgments
' encountered in measur1ng equa11ty_are cons1dered in Sect1on III beIow. If our -
popuIat1on cons1sts of unequaIs, then vaTue judgments are requ1red f1rst to
determ1ne how the\1nequa11ty of the popuIation is determ1ned that is, the
._appropr1ate criterja'for 1nequa11ty._ A second set of value judgments is needed’
to dec{de houvunequaIIy unequaIsvare to be treated and a third vaIue.judgment“
is needed"to measure inequality in the finaI treatnent of the unequaIs. hoteH
that the third- va1ue judgment 1in th1s case is anangous to the only vaIue
Judgment necessary for a group of equaIs | - :
| Two other points shouId be ra1sed in condunct1on with th1s definition of
equ1ty F1rst, the def1n1t1on d1d not spec1fy on what group the ana1y51s should
| focus. Is it the 1nd1v1dua1 fam11y, taxpayer, etc ? For the analysis of
- ;ﬁ“jequ1ty and educat1on that follows the point of view ut111zed is that of the
student. 0ther po1nts of view such as the taxpayer or c1t1zen WIII be exam1ned
.”to-some degree through the course of the analysis but the issue of student
requ1ty w111 be cons1dered paramount Desp1te_tax~effects or the “puwacness"
of educat1on the student”seems’to/he’the one most affected by the educat1ona1
;;’/system N - ;: | | d |
a coIt should‘behnoted that, when examinihg 1nterdistr1ct equity, the Student '
approach used here is not the same as a d1str1tt approach since d1str1ct siie
as measured by the number, of students usuaIIy varies cons1derab1y The student
'approach weights each d1str1ct by the number of students in the d1str1ct compared
o to the district approach that treats d1str1cts equaIIy Although this paper
| ut111zes the student approach a1most aII of the 1ssues raiSed and measures
suggested are appropr1ate|1f the d1str1ct is the un1t of anaIys1s .The selection
' of the student approach 1s a value Judgment and the remainder of the paper can

e

‘be read from e1therithe student or d1str1ct viewpoint. ‘ “\
/ ~
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.
Second the ana]ys1s and d1scuss1on 1n thzs paper assume that 1t 1s.
. appropriate £y examine educational equ1ty-1n isolation. However, Lev1n has
3used a "cap1ta1 embod1ment" approach to- suggest that the forma’ schoo1ing
process.must be conSIdered 1n conJunct1on with other act1v1t1es that affect the
student popuTation such as "med1ca] services, denta1 serv1ces, nutr1taona]

, ‘nPUts, inputs from she1ter, and family 1nteractions and exper1ences ul The

- “ramework ‘that Levin sets out is viewed to be va11d but a part1a1 V1ew 1s taken

there pr1mar11y as a start1ng po1nt for ‘the measurement of equ1ty and public
outputs for the student popu1at1on.' To d1scuss equ1ty in LeV1n S context would
‘require consideratdon‘of each of the cap1ta1 embod1ment act1v1t1es jointly and

~ this paper can be viewed as a first step towards that goa1 |

The working def1n1t1on of equ1ty-—equa1 treatment for equa1s and unequa1

) treabnena for unequa1s--1s itself a value Judgment and the acceptance of_thls
defjnition.forcesfus to make a number of other value judgments."lf we are
concerned with the app}icationsof this definition for education from the student
perspective,:thehnotion'of-ﬁtreatment“ in the educational sector must be |

latorated further. S

f11; The.Education Processe-what'to Measure? .
o A1though Wwe now nave'a WOrktng definition;of equity we. are stil] quite tar

from appjying it.to education since the issue of the measurement of education
has .not been reso1ved. 'Educat%on consists of expenditures, teachers;'ciassrooms;
pertormances, etc Nh1ch of these is the abpropr1ate argument of an equ1ty
function? In th1s sect1on the advantages and disadvantages of a number of
a1ternat1ves are con51dered |

The pub11c educat1on system can be represented by a number of components or'
character1st1cs 1nc1ud1ng a po]1t1c;l process for budget setting, budgeted and
~actua1_revenues, the_conver51on‘of revenues to resources, the combination of

4 -9



o resources:tp}produce outnuts, and the benefits that are derived’from<the ﬂutputs.s
' %heoretica]]y, any or all of these cbmnonents’cou1d be used to measure the equity
of the educational system from the student po1nt of view. HWe cou1d measure the

.degree of 1nequ1ty in the po’1t1ca1 process, schob1 revenues, resource anputs,
school outputs or social henefits and an obvious question at this p@Tut is wh1ch
component, if any, is the most: desirab1e as the argument of an equlty criter1a
While it may be'argued that the.proper equ1ty argument is the distribution
of individual and societai‘benefits.that;are preduced by the educaticna1,system,
_there are at Teast two reasonsruhy this may not be apprc'jpriate.u-9 First, the
; social and individual benefits from education may be difficult to,measure with
'an'aSceptab1e"degree‘of aécuracy. Second, in many cases.we arevinterested'in
.determining‘the impact of a finance policy on‘the'educationai'system and while ~
it may be difficu1t to trace the impact ofhthe policy on school budgetS-Qr -
10

resources, t is a?mcst impossible to trace the-effect of the finance poiicy

on benef1ts - | - ' h_ B ‘

Even though w1th1n the bounds of current research we canrct use educat1ona1'-"—f~~w<

benef1ts as the argument of the equity function, we do not necessar11y have, to

use the dol]ars that f1ow into the school d1strnct For the remairder of +h1s
section we W111 cons1der the use of three spec1f1c arguments of the equity 7;
funct1on, do11ars, dollars adjusted for pr1ce d1fferences, and resources. These
“three measures will be dJscussed in the cqntext of equity measurement‘1n general

and for situations where the impact of school finance reform on equity is sought.

a

~The -measure of the educat1ona1 system that is most commonly used as ﬁ\\\\;//
g/ This

- argument of an equity function is the component related to schoo1 budget
' T1s normally represented by revenues or expendltures, usua11y on a per ‘student
basis. Thus, to measure. the equ1ty of a number of . d1str1but10ns we wou1d\compare

' the inequity of per pupil revenuss or expend1tures acrossvd1str1cts.or.students.

5 g



_' If we are concerned with the impact of schooﬂ finance reforr on equ1ty we can

measure the inequity of the distr1but1ons before and after the reform. Here,

however, we may have a contro] prob]em, other parts of the educat10na1 system
may “have caused some” of the observed changes. 1 However, we may: be ab1e to

isolate the major causes of change other than. the ffnancegrefonn, More severe

difficulties arise if we attempt'to'predict the effect of the reform before it

: S - /- .
~ occurs. The reform does not only affect-state'gﬁgzbut‘a]so affects locally

raised revenues: so that the ex ante ca]cGWation of‘the impact of the reform is

somewhat ccmp]ex 12 Neverthe]ess, exfst1ng data "and methodelogy suggest that

/

revénues or expend1tures -on a per pup11 basis are a v1ab]e argument for the '

'equ1ty funct1on

" One d1ff1culty with the school: budget measures, however, 1s that schoo1"

'budgets purchase d1fferent amounts of educat1ona1 inputs (teachers textbooks,e

etc.) in different areas due to prace var1at1ons. As a resu]t, expenditures. or

- revenues from d1fferent districts may not be comparable. One way to overcome

. thie d1ff1cu1ty is to adsu t the g%hoo] budgets accord1ng to the d1fferent 1nput ﬂ,,,:

pr1ces that each d1str1ct faces but, a1though this sounds stra1ghtforward there‘

is not unanimity among researchers regard1ng an appropriate pr1ce adjustment.

' /
‘/‘f@Actua1 p/nce d1fferences ref1ect demand and supp]y factors and, -in theory, on]y

supp]y factors shou]d nnter a price adJustment index .but the supply and demand

. factors are d1ff1cu1t to d1sentang1e Furthermore, prices should be compared

for inputs of s1m11ar qua11ty and a valid qua]ity measure for 1nputs such as.
teachers is not current]y avai}able. |

| The recent research on price indexes indicates; however, that there are
tno categories of adgustments that can be used in an attempt to - trans]ate dol]ars

to equa] buying power,]3ﬁ One techn1que is to est1mate a pr1ce 1ndex for each

"1ocat1on based on a 10ca1 "basket of goods"' Kenny et al. discuss this pract1ce‘-

| S 1 ]
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'for FTorida where 1t is used to adJust th state aid formu]a 14 There are’

__M_.‘S

-technica] prob]ems encountered 1n‘the computation of such an “index and ft is .

\

questionab]e whether 1t is the- appropr1ate 1ndex for educational 1nputs -The -
second approach is to adjust the salaries or costs according to factors which -

influence the suppTy of inputs as determined through econometric ana]ys1s The
'primary probTem here is the ident1f1cat1on of: the reLevant factors and the

\ 2

: adequate measurement of controls, a]though recent research\has made some

o progress Note that if the assumpt1on is made or empirical research shows-

e ‘d1ss1m113r 1nd1ces

that prices across districts are comparab]e, the measures of expendftures and

e 1

.

| price ‘adjusted expend1tures are 1dent1ca1
| - At th1s stage we cannot measure which rategory of adjustment 1is correct
except that we do know that they yield d1fferent 1nd1ces. Kenny et aT comoare
the FTorida "basket of goods“ index, Brazer 3 1nd1ces applied to Florida, and -
the1r own, and found "not1cabTe“ differences among them. 15 Grubb and Hyman

display the correlatfons among d1fferent indices based on a. range of supply—

éjdemand assumpt1ons and find that "alternative assumptions can yield substant1a11y_ _‘

6 I /

1

The conclusion to be drawn here is that if we adJust doTTars to ref]ect

/d1fferences 1n resource pr1ces we __1_be more accurate]y measuring resources

but the range of a]ternat1ve adjustments‘appears to be wide, g1ven the current

state of the art and available data. Note that the concTus1ons regard1ng the

use of a prfce adjustment are not,infTUehced by #hether'we are measuringrequ1ty

" in general or the'effect .of school finance reform on equity. | ,
The th1rd possible argument of the equ1ty functfon that wfll be considered B

1s the d1rect measurenent of educationa] resource 1nputs such as teachers, text—

' books, supp11es; etc There are at least two prob]ems that must be overcome in

order to measure the 1nequ1ty of a number of d15tr1but1ons using resource 1nputs-'

as’ the argument of the equ1ty function.

7 ‘ >
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\ First, it~ is very difficul;/t/ assess the differences in quality for a .

-

type of resource input such‘as gachers, This measurement problem makes'the

&
) task of convert1ng the resource 1nputs of a g1ven type to a common measure

-/ e

e
LT rather compTex. In order to measure/rESou//f.1nputs we shou]d find a way to

L]

take qua11ty d1fferences into account. For/exmaple, all teachers are not a11ke
\

and a s1mp1e teacher count coqu poss1b1y be misleading. The second prob1em “is
- the convers1on of d1fferent types’ of resource 1nputs such as teachers, .

\
adm1n1strators,,supp11es,,etc. to aycommon measure in order t0\obta1n a‘per

-

Lot pupil measuré of resources. for a schooT district S1ncp human 1nputs form
. - {-

AN
; such a Targe percentage of educat1onal resource 1nputs, we may be content to

only measure these but even here we must find a common denom1nator for. teachers,

‘ teacher a1des, adm1n1strators, etc. These are not trivial measurement,probTems.
There are a. number of add1t1onaT issues that ‘should be ra1sed if we intend

to use resources to measure the\effects of schooT fanance reform ’ F1rst, the

-

controT probﬂem d1scussed for the prev1ous arguments seems to be somewhat more

severe. ThaJ 1s, the resource changes after a. school - finance reform may not be

\

ent1re1y attr1bUtab]e to the reform." Furthermore, prior to the reform, At

vvou]d be more‘d1ff1cu1t ‘to pred1ct the effect of the reform on. the resources

P

comphred to revenues or expend1tures Finally,, reéources are not Tabelled
v

accord1ng 'to the1r fund1ng sources so that state versus TocaT resources cangot )

o'

- be separated as they can be for revenues ‘ o S \-

The difficulties c1ted for resource type measures do not eT1m1nate them -

¢
" from considerdtion as an argument for an equ1ty cr1ter1a Pugh et a1 have

/ -

e/// used resource type measures to compare the 1nterd1str1ct d1str1but1on of
2
resources across states 17 ‘Pugh et al. present a measure .of resources in which_
they count {for each d1str1ct) the number of 1nstruct1ona1 s;aff mewbers a+

each degree level and then mu1t1p1y themnumber An each category:by the average

13




salary nat1ona11y for that degree 1eve1 This represents the'instructiona1
resource component converted to do11ars. and non 1nstruct1ona1 expend1tures are

.added to the 1nstructiona1 resource dollars to produce the measure “"current

expendltunes_wlth_sa1anJes contro11ed by degree 1eve1 " The assumptions in.

tth1s measure shou]d be noted.. F1rst, qua11ty d1fference across degree levels

are assumed to be accurately measured by national salary differentials and

'qua11ty d1fferences across districts for comparable degree levels are 1gnored

r

Second other resources are assumed to be equal ‘to do11ars.]8

-

There are severa1 conclusions that can berdrawn concerning the use of

~"resodrce".type measures.of the educational system as:an_argument,for an equity

- criteria. First, Pugh et al. have demonstrated that a procedure that measures

the variation'in resources can be deve]oped from current1y available data.-
However, as a resu1t of the mea surement prob1ems a number of assumptlons must
be bu;1t into. the procedures and ‘the va11d1ty of these assumpt1ons is presentty

untested Th1° po1nt is’ part1cu1ar1y 1mportant since Pugh et al. 1nd1cate the

var1at1on in "resources“ .is not the same as the var1at1on in revenues.19 F1na11y,

s

the use of resource type arguments appears to be more quest1onab1e than the

do11ars or pr1ce adjusted dollar measures when ‘the purpose of the ana1ys1s is to

i measure the effects. of schoo1 finance reform o - ] W

K Three arguments of equ1ty funct1ons have been cons1dered in deta11 in this -
section, Dollars (i.e., revenues and/or expend1tures) dollars adJusted for

price variation, and resources were diséussed as arguments for equ1ty funct1ons

. for~the -measurement of 1nterddstr1ct equity or the measurement of the effects of

-schoo1 finance refonn _Each argument is feas1b]e and each has.advantages and

/

d1sadvantages. Furthermore, vwe have reasons- to be11eve that the conc]us1ons
for equ1tyzana1ys1s that wou1d be drawn using d1fferent arguments cou1d vary
considerably. Unfortunate1y, at this point it does not seem possible to

eliminate any of the three. ‘ - . ~f -

9 _l,:”‘ B



F1na11y, it shouid be pointed out that there is a type of argument for the
equ1ty function that was not treated in this sect1on Since the equity measures
a that w1]1‘be discussed in the next section can be applied-to anyLnymeriCal
distribution, it is worth pointing out that'undericertain circumstances we may
‘Want to meaeure_theiinequity (or 1nequa1tty) in education outputs. For example,
outputs such‘asachjevementftest scores; reading and writing performances on
consumer orobiems, tunctiona1 Titeracy rates, or edueational attainment
measdred 1n'yeare of education or degrees, a11 of which are tabulated'yearly “

" in The Cond1t1on of Education20 could be used as the argument of an equ1ty

cr1ter1a a]though 1t m1ght be questionab]e to do so in the context of sch001

T
P ~

f1nance refonn

—

e
.

Thus far we have considered the arguments of an equity function or, ‘in

other words,;"What to Measure". The next section considers "How to Measure"

equity.

IIi. Equity of the Education Process--How‘to Measure?2'l |
| The work1ng definition of equity that was out11ned in’ Section I conta1ned ’
two parts. Equity was defined as ‘the equa] treatment of equals and if all
individuala are considered equal, then measures. -of equ1ty beoomes;neasures of

,;egua]itx. A perfectly equa] distribution is one in which each member”of the

| population rece1ves an identical amount of the argument of the criteria‘ How-
ever, if peop1e are not considered equa] thén the appropr1ate unequal treatment
of unequa]s must be included 1n the measure of. eggltx_ " These two cases provide
‘a.way of sort1ng out some of the issues confront1ng the measurenent .of equity.
First, the case where a]] individuals. are defined as equa]s will be. examined and, .

for this case where equality 1mp11es equity we shall d1scuss equa11ty measurcs.z.2

Second, a numberlof rationales can be presented for the unequal treatment of

unequa1s'and the measurement issues ralsed for these cases which.1ead to equity

0 15
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measures will be treated after the measures of equaiity'have been discussed.
-Before the questions of measurement are confronted, two'oreliminary points_
need to be made. First, certain assumptions'Wi11 be made about the nature of
data that,are available for use. It-is assumed that the—avaglab]e data are at
the district 1eve1§in per- pupil units.hiFor the most part weda1so assume that
the student is'the'relevant unijt of analysis a1though the measures are shown to

H-be equa]]y app11cab1e when the d1str1ct 1s the unit of ana1y51s 23 These
assumpt1ons will allow us to, compare the equity of different sets of schoo]
d1str1cts . Note that when the groups of d1str1cts correspond to sFates the |
ana]ys1s can be v1ewed as a compar1son of equ1ty or equa11ty among states or
an ana1ys1s*of equity or equa]ity in one state over t1me The second pre11m1nary

'.po1nt is that thetmeasures that are deve1oped in. this section are app11cab1e .
to all of the possible arguments of an equ1ty funct1on d1scussed in the last -
‘sect1on The only cond1t1on 1£ the argument must be neasured in a cont1nuous.‘

” numer ical- scate. Note that the three<arguments most appropr1ate for an analysis
of schoo] f1nance reform, do]]ars, dollars adJusted for price d1fferences, and
resources, meet this criter1on as do other arguments such as ach1evement scores,
years of educat1on, 11teracy rates, etc. The measures deve]oped here are,

' therefore, general measures and wh11e .the examples may use one argument {usually

do]]ars) this is done on]y for 111ustrat1ve purggses, not toc answer the question

"What to Measure." . e | e T e

-A. Measures of Egua]tgx

j,-; A measure of 1nequa11ty summarizes a- d1str1but1on 1nto one s1ng1e measure.
There are a number of ways to accomp]ish th1s but each measure has certain )
value judgments'or!assumptions buiit_into,the‘measurement process. Inlthis

~ part we will first discuss a number. of value judgments'or‘assumptions'that.are

built 1ntofinequa11ty'measures and then we will_assess specific measures in -
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relation to these value Judgments; As is the case.fordva]ue,judgments'in
generai, the ones discussed here may cause reasonﬁbie people to diSagree_over_
the ”correct“ va]ue - ‘ 'J o S | -

The value Judgments examined here will be formu]ated in tenns of questions
and these are dispiayed in Tab]e 1 " The questions in Tab]e 1 are posed assuming
that do]iars per. pupil 1S the argument of the equ1ty function. The term "unit"
in Tab]e;] refers to the'unit of analysis which is usually the student or the
district in investigations of educational equaiity; -But.note that-the;questions
are relevant fon aiiiunits and arguments. | |

The first question‘asks whether"a]] units are included in the measure.

T

Certain measures focus oh]y on units at particu]ar'points in ‘the distrihution
whiie other measures use a]] units t: compute the equality measure
A second set of value Judgments is represented by questions two through
five Some peopie may beiieve that an equality measure should show an |
improvement 1f resources are transferred from a unit’ higher in the distribution S
, to one Tower in.the_distribution and, therefore, affirmative answers to. these
| questions would be’desirabie.:;Each measure wevwili:consider is sensitive to -;
certain kinds of transfers, but.not others; and these'four questions.are posed
to distinguish among different kinds of transfers. \ Note that .the transfers :
‘ described here do not change the mean of the distribution. ' n\
: A third set of value Judgments is concerned with the over all 1eve1 of the
distribution as represented by the mean of the distribution. The distributions
that will be compared‘wili'usuaiiy have djfferent mean va]ues for the argument
of the equality measure and. the measures ve will consider incorporate the mear
level differently. Questions six and seven i]]ustrate_twoiways in'which*the'
mean Tevel>can be taken into account. . .

: ~

‘The nature of this va]ue Judgment can be 111ustrated more precise]y w1th

N b
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2.

3.

4..

5.

. 6‘ .

7.

9.
10.

.11

’

8.

TABLET
A LISTING OF VALUE JUDGMENTS

Are a11 units* (students, d1str1cts, etc.) taken into'account in the equa1ity

measure?

Does the equa11ty measure- a1ways show an 1mprovement when do11ars** are
transferred: from one unit to another that is Tower in the d1str1but1on
and both un1ts are located on the same side of the mean?

Does the equality measure a1w&§s show-anwimprovement when dollars are
transferred¢ from one unit to another that is lower in the distribution
and both units are located on the same s1de of the med1an?

Does the equality measure a1ways show an improvement when dollars are
transferred from one unit above the mean to another that is be1ow the mean’

Does ‘the equa11ty measure aTways show an 1mprovement when do11ars are
transferred from one un1t above the median to another that is beIow the
median? .

3

Does the equa11ty measure always show an 1mprovement when a constant amount

- of d011ars is added to each un1t?

Does the equality measure a]Ways show 1ncreased 1nequa11ty when the tota1
dollars of each unit are 1ncreased by a proport1ona1 amount?

‘Does the equa11ty measure record do11ar changes at d1fferent levels of the
‘distribution in the same’ way?

Is the mean Tevel used .a's a bas1s of compar1son?
Is the median Tevel used as_a bas1s of conparwson?

Are a11 1eve1s compared to one another as the bas1s of compar1son?

- *The term "unit" refers to the unat of observation. In most investigations of
educational equality ‘the unit is the school d1str1ct Districts-may or‘may not

_’be weighted on a student bas1s o R

'**It is assumed here that.dollars (per pupil) is the argument of the equ1ty

function. = The same questions could be asked with other arguments.

¢
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_an example. Table 2 shows three sets of distributions where each set consists

of Five districts each.with one.pupil. Set.1I is derived from Set I by adding -
$450 to each district s per pupil expenditures. and Set IIT is derived from
Set T by mu1t1p1y1ng each district's per pup11 exoend1tures by a factor of 1.5.

If. the answer to question six 1s yes, then the equality measure will rank Set I

' Iess equa1 than Set II. If the answer to quest1on seven is yes, then the . ..

, equaT1ty measure W1II rank Set I more equal than Set III.

Later it will be shown that certain equa11ty measures rank Set 1 Iess‘

‘ equal than Set II (answer to quest1on six is. Yes) and Set I equaI to Set.III .

(answer .to quest1on;seven is No). We will call these ‘measures "senSitiVefto .

equal add1t1ons" and "1nsens1t1ve to ‘equal percentage 1ncreases".24 A second
g _

group of equaIity measures W1II rank Set I equaI to Set II (answer to quest1on

s1x is No) and Set I more equaI ‘than Set I11- (answer to quest1on seven is Yes) -

f
and we w111 caIIZ¢hese measures "1nsens1t1ve to equal add1t1ons“ and "sens1t1ve

K

to equal percent ge 1ncreases Many would argue that equaI add1t1ons shouId

decrease 1nequaI1ty (quest1on six shouId be answered Yes) and’ equaI percentage

' ;'1ncreases shouId keep the IeveI of 1nequa11ty constant (questlon seven- should *

be “answered. No) " While these people prefer ‘a measure of 1nequaI1ty that 1s -
1nsens1t1ve to equal percentage 1ncreases, others ]sagree and, therefore, “this

appears to be a va1ue Judgmentm These® twc value qyestions will be considered

-for each measure bel ow.

Question e1ght deals w1th the we1ght1ng of movements toward or away from
equa11ty when the movements occur at d1fferent po1nts in the-distribution.
More spec1f1ca11y, some of the measures 1ncorporate the belief that changes for

un1ts at the 10w end of the d1str1but1on shou1d somehow be taken 1nto account -

'to a greater degree than comparabIe changes at the. high end of the. d1str1but1on.

‘Note that the answer to quest1on eight 1s no when certa1n un1ts are echuded :

_Q&
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| o TABLE 2 | o
~ SET OF DISTRICTS WITH DIFFERENT LEVELS OF EXPENDITURES PER PUPIL
.
| o
- set 1.  Set II* - Set IIT%* -
. Per.pupi1- a ~Per pupil- . Per pupf] ?
expenditures  expenditures expenditures
.. District A "¢ 700 .. $1,150 - $1,050
District 8 - . ° 800 -  -1,250' - 1,200
‘ DisteictC- - 90 1,350 . 1,350
“District D\ - - 1,000 1,456 © 1,500 "
District E . . ° 1,100 C1E50 - 1,650
Mean expenditure $-900  $1,350 $1,350 @

PR

*Where each district in Set I receives an additional $450 per puhi].

. **dhere.per pupil expenditures in Set I are increased by a factor of 1.5.

) ‘ ' - L
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from the measure (i.e., when the answer to”duestion one is no) so that question
eight is significant when. question'one-is answered affirmatively.
The f1n31\three questions, n1ne through elevens are concerned with the
r~ 'y:.‘. 3

standard of compar1son¢used in the equa11ty measure The mean or:med1an is

y

used in most measures, a]though some compare among all un1ts |

| - 'Before the array of measures 1s presented we shou]d 1nd1cate two poss1b1e
ways in which the measures can be used [1nequa11ty measures can be used to rank
d1str1but1ons That 1s, one distr1but1pn can be more equal (or unnqua1) than |
another. But, s1nce ‘equality measures are cont1nuous, these measures can a]so
”be used to quant1fy the gmggnt_of 1nequa11ty d1fference between two d1str1but1ons.

. Sen d1scusses 1nequa11ty measures and shows that each 1nequa11ty measure corres-

:?

ponds to certa1n we1fare funct1ons or c1ass of we]fare funct1ons. however,-Sen
T a]so po1nts out that the restrictions -on the we]fare funct1ons are more severe
1f the amount rather than Just the d1rect1on of the 1nequa11ty is to be measured. 25H
‘ N1ne equa11ty measures will be reV1ewed in thxs part including the range. ‘
_restr1cted range, Federa] range measure, re]at1ve mean dev1at1on, perm1ss1b1e
varjance, variance, coefficient of varijation, standard dev1at1on of 1ogar1thms,
and Gini coefficient.- Eachs ¥ these measures will te discussed in the context,
of the'ua1ue judgments 1isted in Tab]e.1.' A summary of the ansmers to the value
judgment questions_appears in Tab]e'3 for each of.the nine_equality measures.
In'order to explain more fully how each'Of.the measures incorporates the
“Various assumptions and value judoments, a ‘number of hypothetiCa1 sets of data
will be used: The first sets of data, D1str1but1ons A, B, C, and D, are d1s-'
: p]ayed in Tab1e 4 Each d1str1bution has 100 d1str1cts at various 1eve1s of
per pupil expend1tures and, for szmplicity, each distr1ct is assumed to have
one student.- As a pre11m1nary,exerc1se the reader may wish to decide for him
or herse]f, how Distrjbutions A,.Bs C, and D would.rank interms,of'equa1ity.
; Distributdon B is'derivedcfrom-ﬂdstribution'é by takdng d011érs away from ~

u
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OTBLES

o RNGHERS TO VALUE JUDGNBNT QUESTIONS. -
U FOR NINE EQUALITY WEASURES

EQUALITY WEASURES ©

" Federal Relative

Restricted

VALUE JUDGENTSt. Range - enge

Range

Mean

Permissible

L]

-‘Etdndard
Coefficient Deviation
of - of

Gini

Ratio Deviation. Variance Varianéé Vardition Logar1thms'Coeff1c1ent

LA units taken nto account? W Mo o Mot Yes N fes L Yes Yes es:
2, Inprovenent for transfers ) - o A - | -
- onone side of the mean? Mo~ Ko o Moo Mo Yes  Yes e Yes
-3, Inprovement for transfers . S .
. on one,side of the median? Mo, Mo o No ‘No. Yes = VYes - Yes Yes
f4;mMMme&mﬁ%"' . f - - | 
- thabcrossmean? Mo Mo Mo Yes Mo Yes  Yes Yes Ves
5. Inprovenent for trinsfers ; ‘4"‘&‘ 3 T :
that cross median? ,No S )} No~ - No Yes  Yes  Yes Yes - Yes
b, Sensit1ve to equal add1tions? ho N Yes | Yes . Yes Mo - Yes . Yes . Yes
"7.Smﬂﬂwtomml N T : . | ' |
- & percentage increase? Yes " Yes Mo Mo o Yes . - Mo Mo, o -
8, Chahges atN&1fférent . " ‘ ;
| lwﬂsmwmm1®MRﬂW? Noo Mo No - Mo o No Yes Yesa No No
QMmemn Mo * No Mo Yes Mo e . Yes . Yes o
| 10.  Median for compqrison? No USRS s Mo No- oMo Mo
s Alilevels for tbmparisoh?n oo b oo oL o o e oo s
. *For 2 more complete description of the value Judgments, o
see Table 1and text, : o |
g ery high Tevels in the qistributioh,”the anser may}be no.
4 A
| | . I} |
o 29 |



TABLE 4.

NUMBER OF DISTRICTS AT -EACH MEAN PER PUPIL
EXPENDITURE LEVEL FOR DISTRIBUTIONS A, B, C, D.

b . T

/
Mean L o - " Mean
, per Pupil o Distribution of Districts per.Pupil -
- Expenditures Distribution A B c Expenditures Distribution D
5200 / - f240 - 4
s00 . - 12 8 6 .0 8
| 900 - . R 1410 18 1,080 10
1,000 R 12 20 120 1,200 20
100 18 2 1 1,480 g 22i
1,600 o . 12 12 12 i,ézoﬁ h 12
2,800 / 9 M 9 - 2,880 : BT
3,000 - 7 5.7 . ,3.60 - 5
4,000 3 5 3. . 4,800 5.
‘6,000 - 3 2 3 7200 .2
7,200 2 12 S.60 . __1
“100 100 100 - | | 100
* Mean eXpendi£ure o ‘ : - jw
per pupil (all districts) $1.600 $1,600 $1,600 . -+ $1,920
Med%an expenditd;e S P | , |
- per pupil (al districts) $1;%00 $1,200- $1,100 o - $1,440
% i

¢

~

Note: There are 100 districts in each d1str1but1on, Each distriét is assumed
to have one student. ‘ : :

24
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the higherexpenditur;&ﬁistﬁagts and realfbnating'the'dO]lars to the lower
expenditdré districts 1n the following mannerﬁ
i) $3200 is taken away from a district at the $7200 level;
11% $2000 is taken away from a district at the $6000 level;
iii) $600 s taken away from two districts at the $3000 level
iv) $800 is reallocated to four districts at the $200 level;
?» $500 is reallocated to four districts at the $500 level;
vi)” $300 is reallocated to four districts at the $900 level
A total of $€400 was rea11ocated Intu1t1ve1y it seems that Distribution
B is more equa] than Distr1butlon A since the mean of D1str1but1on A is $1600
Caid tnus these transfé;s are from the "r1ch'I to the "poor" o
D1str1but1on C 1s derived from D1str1but10n A by tak1ng away $300 from four.
districts at the 41200 level” and rea]]ocat1ng the do]]ars to four d1str1cts at
the $200 Tevel. Intu1t1ve1y we may feel that D1str1but1on C is more equa1 than
' Distr1but1on A ory 1n other words, that tr nsfers from the less -poor to the poor
~ should increase equality. Finally, D1str1but1on D is der1ved from Distribution
B by multiplying the per -pupil expénditures in every district by a factor of 1.2.
Ir the conc1u51on to this part we will review the nine equality mnasures

Tabie 5 presents the value of each of the nine measures for ‘the four hypothet1ca1

‘d1str1but1ons and snows how each of the measures wou]d rank the four d1str1bvr:o“s

 in terms of equa11\y.

1. Range " v ) o ' Y,
The‘range is definea as the difference between the highest and the Iowest

~ observations in the distributions. As shown in Table 3, the range is insensitive

to a large number of d1fferent types: of transfers s1nce all but the highest and B
}1owest observat1ons are 1gn0red hot1ce, for examp]e, fran Tab]e 5 that the’
| range measures do not discr1m1nate between Distribution A, B and C. Coup]ed

cee sl N

with the 1nsen51t1V1ty to a 1arge number of transfers is the range' s sens1t1v1ty‘\\

to changes in the h1ghest ‘and 1owest un1ts in the dlstr1but1on and these may

\‘l
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. COMPUTATION OF MEASURES OF EQUALITY
~ AND RANKING OF DISTRIBUTIONS A, B, C, and D -

" .Computation - | | o Computétion-;__;
Distribution ' : | - - Distribution
Measuret A B . . .C D A BT D
1.. Range $7000 $7000  $7000 $8400 ™11 4
2. Restricted - « - _ : ' “' , : B
" Range o $5800 $3500 - | $5500° . $4200 4 1 3 2
3. ?Edera1" : R - 0 °
Range Katio 29 7, . omn .1 - 4 1 31
4. Relative Mean Lo - - S
Deviation  .6075 5275 ' .6075 - .5275 - 3 1 3 1
5. Permissible | S R ; -
Variance .6167 | .7233. L6727 - .7233 : 4 1 3 1.
6. Variance 20.182x105  14.886x10°  20.014x105  21.435x10’ 3.1 2 4.
. 7. Coefficient | . o ”_ . S K '
of Variation ~.8879 7626 .8882. - .7626 4 13 1
' 8, Standard o B
' Deviation of o S K
“Logarithms 8725~ .7170  © .8077 L0 i 01 2 1
9. @ini - L - . '
Coefficient .4155 -~ .3557 . (4098 .3557 4 1 3 1
T f e \
*Note: Underlined ranking indicate ties. ’
‘ -/

© . **See text for explanation.
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'not be tru1y nepresentat1ve 'of the equa11ty of §3“"ne d1str1but1on F1na11y, the

‘range is 1nsens1tive to_egga4 add1t1ons and sens1t1ve to equa1 percentage

increases, A ' ’ .
. : L ~ e -
2. Restricted Range ‘ ' o : o -

Y N

Due partly to the sens1t1v1ty of the range to extreme va]ues, a restr1cted :

o 4
range measure has been deve10ped where the restrlcted ange 1s the d1fference

jvbetween two spec1f1c po1nts in the distr1but1on usua11y def1ned in pecent11es
A common examp]e, and .the def1n1t10n enp1oyed \h Table 5, is the d1fference
between the 5th/ and the 95th percentile of‘per pup11 expend1tures. .A second |
ppopu1ar restr1cted range is ‘the 1nter;§;rt11e range, the. d1fference between

/

the 25th and 75th percent11es A1though the restr1cted range is st111 )
1nsens1t1ve to- a arge number of changes, the restr1cted range rank1ngs can
d1ffer from those of the range as shown jn Tab1e 5. Note, for’ examp1e that
us1ng the restricted range D1str1but1on 1s ranked more equa1 than A, and

C more equa] than A wh1ch may—be in 11ne with our 1ntu1t1ve Judgments How-
~ever the 1nsens1t1v1ty can cause a conf11ct with our 1ntu1tlon and we w111 see

th1s be1ow S]m11ar1ygto the,range, the restricted range is 1nsens1t1Ve to.

equal add1tJons.

- 3. Federa1 Range Ratio

Recent1y, proposed Federal regu1at1ons have used an expend1ture equa11ty
,,measure 26 The Federal measure. ut111zes the restr1cted range defined by the

T“'d1fference between per4pup11 expend1tures atjthe 5th and 95th peroent11e but

. ;th1s d1fference is expressed as a rat1o and not as an abso1ute amount s1nce

l

é'th1s restr1cted range 1s d1V1ded by per pup11 expend1tures at the 5th percent11e.

- We. ca11 th1s measure the Federal range rat1o. In terms of the vaTue Judgments,

- - A

”I-the on1y s1gn1f1cant change frmn the restr1cted range is that the Federa] range °

)
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| rat1o is 1nsens1t1ve to equal percentage increases where the restricted -range
not Note that the Federa1 range rat1o a1so—ranks D1str1but10n B more equa1
than A and C more equa1 than A. But the restricted range, Tike the other range

 measures, is jnsensitdveetp a large number of movements téwards equa11ty and

we w111'111ustrate'this below.

4. Re1at1ve Mean Deviatﬁon

s

A measure that 1nc1udes all the units in the measure is the re1at1ve mean

. = )

dev1at1on This measure of equa11ty looks at the d1fferences between each
d1str1ct S per'pup11 expend1tures and’ the mean per pup11 expend1ture and expresses
the abso1ute value of these d1fferences as a percentage of tota1 expend1tures in
the d1str1but1on. If we .assume that there’ are P pup11s in each district, then

~ the formula for the re1at1ve mean dev1at1on with the pup11 as the unit of

ana1ys1s 1s the fo11owang.

N A . ' T _
T B
where u is the mean per pupil expenthure, N is the;number of distrdcts,'P17is
the number of pup11s in district i, and Xj is the mean per pupdT expenditure in
. d1str1ct i. 37 Aé shown in Tab1e 3s the re]at1ve mean dev1at1on is sens1t1ve

I3

~to certa1n transfers that were not ref1ected in the range type measures. ‘Howi-

~

ever, the re1at1ve mean dev1at1on 1s not sensitﬁve to all transfers, transfers ‘
that do not croSs the mean are not reflected in th1s equality measure. _As a ’
-result, D1str1but1on C is not ranked more equa1 than D1str1b jon A by the

_ re]ative mean deviation,;}The re]at1ve mean deviation, 1ike the Federa1 range :

ratio, is insensitive to equal percentage increases.

5. Permissible Variance

~

- ‘ An equa11ty'measure that is related to the relative mean distributidn is

o ‘the pehnissib1e variance measure ut111zed by H1ckrod et al. 28 This measure is

®oeg
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ased on the doiiars needed to raise all districts 'spending below the median

1eve1 of per pup11 expend1ture to the median Tevel. The(measure is constructed d
‘as a ratio the numerator is . the actuai spending “in the districts beiow the
median Tevel and the denominator is the spending that wouid occur "if a11 dTStr]CtS

beiow the median spent at the median ievel The formula for the pemissible

variance may be-stated as follows: :§:

. ] Lo P X
‘ J

| : | B >3 #

5 A . \ —

’

where J represents the districts below the median level of per pup11 expenditures,

& ~

'Xi is the mean per pup11 expenditure in: the district i, P1 is the number of

: students in district 1, and M is the median 1eve1 of per pupil expenditures for

the d1Str1bUt10n 29 Aithough according to Table 5 ‘the perm1551b1e variance |
ranks Distribution B more equal than A, ard C more equa1 than A, ‘the perm1551b1e
variance is only" sen51tive to transfers that cross the median. Transfers above‘
the med1an are 1gnored and transfers that take place below the median are not o
recorded as an improvement in the measure and we w111 show an example of th1S f

below. The perm1551b1e variance is insensitive to equai percentage 1ncreases
6. Variance N

As the assessment 1n Tabie 3 shows, the-variance 1s sen51t1ve to all the
transfers Tisted. The variance is the average‘of the squared dev1at10ns from

9 - . % -4
the mean or, in formula form; using the pupil as the unit of analysis,

st P1 -V(u-X'i)z/,_% P |
ci=1 : i=1

@

‘:where u is the mean per pupii expenditure, N is the: number of districts, P_i is

Q

the.number of pupiis in district i and X1 is the mean per pup11 expenditure in
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district .30 The uariance doesirank Distributions B and C‘as~be1ng}more equal
N to A but the variance' is not 1nsens1t1ve to equa1 percentage 1ncreases. Thus,
even though the variance appears to be more sensitive to a range of transfers,
if insensitivity to equa1 percentage 1ncreases is des1rab1e, the var1ance is not
- preferab1e._ |
Before we present the final. three measures .we w111 show some, of the 1nsen-
s1t1veness of the abovement1oned measures with an examp1e S1nce D1str1but1ons

A, B, C, and D did not 111ustrate these part1cu1ar 1nsens1t1v1t1es we will
1ntroduce three new d1strdbutfons Distributions E, F, and G are d1sp1ayed in --
|'Tab1e 6. Each’ d1str1but1on aas 25 d1str1cts at vary1ng Tevels of per pup11
expend1ture and “it 1s assumed that there is only one pup11 per d1str1ct.-
Distribution F is der:ved from E by transferr1ng $50 from a d1str1ct at ‘the $600
per pupil expend1ture Tevel® to one at the $200 1eve1 D1str1but1on G is derived
from E by making a $50 transfer from a d1str1ct at the $180G" 1eve1 to one at the
- $1400 1eve1 It shou1d be noted that if transfers from a h1gher to a 1ower
,~H spend1ng d1str1ct shou1d 1ncrease the equa11ty of the d1str1but1on, the equa11ty'
measures should rank F.and G more equa1 than E. | _

'Theqpomputat1on of .the va1ues for the n1ne equa11ty measures for D1str1bu-
tat1ons E, F, and G and the rank1ngs of the d1str1but1ons are disp1ayed in
Tab1e'7 - Thel1nsens1t1v1ty of the first f1ve equa11ty measures cons1dered above
is 111ustrated by ‘the fact +hat these measures do not d1fferent1ate among
D1str1but1ons E,- F and G. ThereTo e, 1f we be11eve that our equa11ty measures

'\shou1d d1fferent1ate between these d1str1but10ns we must reach for a1ternat1ves
to the . range, restr1cted range, Federa1 range rat1o, relative mean deV1at1on, and.

.
. E]

penn1ss1b1e var1ance. The var1ance is sens1t1ve to the d1fferences in these three

d1str1but1ons but is. 1nsen51t1ve to equal percentage increases. The’ f1na1 three

‘equa11ty measures are 1nsen5|t1ve to equa1 percentage increases and d1fferen-

ay

o tiate among Distributions E, F, and G. SR

. . -
~y t. B . .
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TABLE 6

. NUMBER OF DLSTRICTS AT EACH MEAN PER. g )
‘ PUPIL EXPENDITURE LEVEL FOR DISTRIBUTIONS E, F, AND G 3.

e ¢ - - | . )
- Expendi tures ' D1str1but1on of D1str1cts
 _per Pupil Sy Distribution E F 6
| - S ; : S -
-$200 © - ey = 5 4 5
250 b T

550 b o I T
1,000, . o~ B

| \ - . R .
1,400
1,450 L - _
1,760 R o | L= -

25 . 25 o 25

a K)

 Hean expend1ture : | IR -
~per pupil (a11 d1str1cts) . » > . $1,000 41,000 $1,000
" Mean éxpendituré - ;. L | | “ - . -
~per pupil-(all districts) - . IR © $1,000 $1,000 $1,000

. N . . N . ﬂ . . .
Note:- There aré 25 d1str1cts in each d1str1but1on . Each .district is
e -, -assumed to have one student - a

]
N

»
A

‘ .“"1\

A



TABLE7
COMPUTATION OF MEASURES OF EQUALITY

.. “-AND’ RANKING OF DISTRIBUTIONS E, Fs AND G

-

L |

* Computation

‘Distribution

Measures** .  E . F

—

1. Range - $1600 - $1600 . $1600 - T

2 Restricted . L N
" Range - $1600 $1600 . - $1600
3. Federal- . - - | S

'Range Ratio . 8. » 8. 8.
; o
4, Re]at1ve Mean T , - '
" Deviation = . .48 = .48~ .48

5. .Perm1ssib1e,'; s - g |

-+ Variance  ° .500: - .5000 - .500 ]
5. Variahce i 1. 6x106 1.3426x105 ~1.3426x106. "
7. fCoeff1c1ent o L S

© of Variation .5657° "~ .6645 . .5645

"'s. Standard | |
~ Deviation of - ' - . -
Logar1thms -~ .81365 .80597 . .81345
. ‘Cogff]cienq ©.3200 - .3198 .3198

-

2 13
':*Notéz Under11ned rankings 1ndicate ties.
**See text for expTanation | 2

32

26

-

l—l

Ranking. -

: :

f— |_a Lol

l—l 1_1
~

‘ :

’ .

Distribution

g

. - - - ',E
|— o [— |
P ’ ‘_

|—

L=

I...a



o 7 Coefficient of Variation

" The coeff1c1ent of var1at10n is. computat1ona11y the square root of the
| var1ance d1v1ded by tke mean (u) of the d1str1but1on . The coeff1c1ent of
var1at1on is sens1t1ve to the transfers 11sted in Tab]e 1 and this equa11ty
measure ranks Distr1but1ons B and D more equa]]y than A. For the three hew '
d1str1but1ons, the coeff1c1ent of variat1on ranks F and G more’ equa1 than E
wh1ch may a]so be -in 11ne w1th our’ 1ntu1t1ve Judgments | |
| Note, however, that the coeff1c1ent of var1at1on ranks 3 and G the same
in terms of equa11ty The vaTUe Judgment here (number e1ght, Tab]e 1) 1s "
. whether equa] transfers change equa]ity s1m11ar1y regard]ess of where w1th1n ';F“‘ -
the d1str1but1on these transfers take p1ace It can be shown that ‘the |
N coeff1cent of variat1on p1aces the same weight on sma11 transfers from one.’%f
. ~d1str1ct to another regardIess of the level of per pup11 expenditure 31 wh11e |
o th1s 1s 2 p]aus1b1e assumpt1on, others -are certainly. poss1b1e For examp]e,
.an a]ternat1ve pos1t1on 1s that transfers‘tha{y;ffect the lower end of the
d1str1but10n shou]d be weighted more heav11y than transfers at the h1gher end
1n other words, D1str1but1on Fr cou]d be cons1dered ‘more equa] than G. Butxwe ‘;l, ;
| are c1ear1y 1nto an area where,reasonab1e 1nd1v1dua1s cou]d d1sagree ;t _ :v A~

= shbu1d be pointed out that. the coeff1c1ent of var1at1on measures equality '

3 P
-

LI . .
.

re]at1ve to the mean of the d1str1bution ‘fféffl.'

N, i ) B 5V )
. . . . . R

. 8. Standard Dev1at1on of Logar1thns_“: TN B ' ;”-5"

e An equa]ity measure that does weight changes at the ]ow end of the d1str1bu-. »
tion more heav1]y than at the high end 1s the standard of dev1at1on of 1ogar1thms M“ -
The fonnu]a for the standard dev1ation of 1ogar1thms where the. student is the

unit of analysis, 1s the follow1ng " . e
1/2 P
<£ i (1og J - Tog x1)2/ % ) L




“'ﬂwhere'u is the arithnetic mean per pup11 expenditure, N 1s the number of o

| d1str1cts, P1 is the number -of pup11s 1n d1str1ct i, X5 is the mean per pupil ;f<i

3 expenditure in d1str1ct 1 and the natura1 1ogar1thn 1s emp1oyed 32" The standard |
_dev1at1on of 1ogar1thns and the coeff1c1ent of var1at1on rank D1str1but1ons A,

} "B, C, and D 1dent1ca11y, However, the ranks for D1str1but1ons E, F, and G are

: not the same. Due to the 1ogar1thm1c transformat1on. D1str1bution F is more
uequa1 than G based on the standard dev1ation of logar1thms While the resu1ts
may be- 1n 11ne w1th t e va1ues he1d by some, the use of a 1ogar1thm1c

transformat1on to achw e hese resuTts is somewhat arb1trary ‘Each of the

’-equa11ty measures ‘discussed in th1s section weights transfers somewhat
d1fferent1y and each measure can be shown to ‘be cons1stent w1th certa1n we1fare )
“ “'funct1ons but not others 33 Fina11y “the standard dev1at1on of 1ogar1thns 15'

concerned w1th d1fferences from the mean which’ 1s not the caseefor=t e next \‘\- oot

¥ , o N
a d ' L . & ’LJT 7
° measures we cons1 er. I , e \V‘\\\ Y L
. | . .> . . I,-l R : \ \\ \ l \ .
oo . M

' - - 1 -
o9, Gind Coeff1c1ent P AR T TR A }
. | .-L,:_, ) . ;! ) . . o \’/[E
. .; The f1na1 measure of eaua11ty that we w111 d1scuss is the Gini coeff1c1eng

5

i Th1s measure of equa11ty, wh1ch is probab1y the most w1de1y used, 1s based ong

the LorenZ\Curve wh1ch is constructed as fo11ows If we order the popu1at10n 1n

/ et

\‘.v

tenns of mean per pup11 expend1tures from low to\h\ph, we can p1ot th1s order1ng
t

'_ on a graph us1ng the percentage of the popu1at1on on-the X ax1s and the S A

— \\\

percentage of the expend1tures accruing to the popu1at1on on the Y ax1s The

9 .-..\ /

~~~~~

p]ot\for al d1str1butidn where expenditures per pup11/are the same for "the ent1re f’j’
|- )

: popu1at1on will thus b 45 H1ne,_assum1ng equa] un1ts on each sca1e Twenty

/
percent of the population w111 receive twenty percent of the expenditures,

- -<——..f

fth1rtyfpercent/of/the popu1at1on w111’rece1ve thirty percent of the expenditures, o
! —, > ‘J (/\ e .-.\\

etc. Ifvper pupy1/expend1ture//are not d1stributed equa11y then the d1str1but1on ;

/

Je_’,w111 be represented by a:curve below the 45° 11ne, X percent of thetpopu\at1on




| w111 recefve Y percent of the expenditures and at some po1nt Xwill be ess
~ than Y. The G1n1 coefficient is then defined as the percentage of the area
- below the 45° Tine that is between- the Lorenz Curve and the 45° line. The
'1ower the Gini coeff1c1ent the greater the "equa]ity" < - Lf
~ :The Lorenz Curve for D1str1but1on A, B, C, and .Es F, G are drawn 1n‘ |
Figures 1 and 2 respect1ve1y 34 D1str1but1ons B and E are. drawn to scale,_
however, . the curves for A, Cs F and G are not drawn perfectly to sca]e so that
-the relat1ve pos1t1ons of the curves can be seen more c1ear1y The rank1ng by f
'fthe G1n1 coeff1c1ent of D1str1but1ons A, B, €, and™D 1s 1n agreement w1th the |
rank1ngs by the coeff1c1ent of var1at1on and the standard dev1at1on of 1ogar1thms .
| 1ndicated 1n Table 5 Note that the relat1onsh1ps d1sp1ayed1§§ the computed
‘ measures “are a]so revea]ed by the graphical representat1on . The area between the

%

gt
_curve fon‘D1str1but1on B and the 45 11ne is less than the comparab]e area for

N

:'e1ther Distribut1on A or C

it

For the second set of d1str1but1ons, E, F, and G the rank1ng by the Gini
'.coeff1cient and the coeff1c1ent of variat1on are in agreement but there is a. .
;difference compared to the stardard of dev1at1on of logar1thms A1though the
rankings by the th1 coeff1c1ent and the coeff1c1ent of" var1at1on are the same, -
- the weight1ng‘of transfers at d1fferent parts of the d1str1but1on is not a1ways
- the same. The we1ght1ng of transfers 1mp11ed by the G1n1 coeff1cient depends
.‘upon. the shape ofs the d1stribut1on, the Tevel of per pup11 expendttures at-

which the transfer takes place and the number of pup1ls around the 1eve1s*at

" ‘Which the transfer takes p]ace impacts the weighteng 35 Atkinson- suggests, for"

-
examp]e, that for usual income d1str1but1ons a heavier weight1ng wou]d be

- attached to transfers in the m1dd1e of the distr1but1on using the G1n1- s
-~ coefficient .36 An additional property of the G1n1 coeff1c1ent is that 1t :

canpares expendftures at each 1eve1 w1th expenditures at every other ]eve], not

29 35
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just the mean which was the case for the standard deViation of 1ogarithms and

4, the coefficient of variation

€ 10. Su mmarz

-~

A number of va]ue Judgments ‘and exampies»were utiIized to assess nine
equaiity measures that couid be considered equity measures if all ‘units in theh
distribution are considere¢ equa1 Certain measures appear to be,more sensitive .

| 'to transfers within the distribution and each measures’ uses a different ‘set of
‘.¢;~yeights to compare transfers at different 1eve1s of the distribution "The
E examination of these assumptions appears to he reievant for educationai
expenditures since some finance reforms can te viewed as transfers .

Aithough it is recognized that an individuai may find any one of the nine
measures consistent with his or her value Judgments, if insensitiVity to equai
-percentage increases is a_desirabie feature and if aii the transfers discussed

_;/ above shou]d'be refiected in the measure, then the coefficient of variation,
standard deViation of 1ogarithms and the- Gini coeffiCiert are a11 preferred
But we aiso showed tha+ these three\measures may confiict. Atkinson and Sen
showed that for distributions with equai total expenditures, if the Lorenz Curve '
of one distribution 1ies totaiiy above the Lorenz Curve of another (for examp]e
i Distributions A and B) then one distribution wiii be considered 1ess unequai
| thai the other for a wide range of welfare functions and these tbree preferred
equaiity measures Wiii not confiict 37 For income distributions Ranadive38

T

shows that these *rree measures do confiict We will consider this issue further

when we examine empirica1 ‘research on per pupii eypenditures in the next section
It shouid aiso be noted that the examination of the equaiity measures used

rankings as the methodology for comparison. A]though the equality measures

are not intended to be used to measure the amouynt or degree of inequaiity, if

the measures are used in this fashion ther there can be considerabie differences




:1n the measures even when the rank1ng is cons1stent Tab]e 8 shows the percentage
' d1fference 1n inequality for five pa1rs of distr1butfons, measured by “three
1nequa11tv measures. The pairs of d15tr1but1ons were selected because the
~three jnequa11ty,measures rank one member of the pair unambiguous1y more or,
less unequal than the other'member These data 1nd1cate that even when - the

,rank1ngs are cons1stent the poss1b111ty ex1sts that 1he degree of 1nequa11ty

| computed by the measures varies‘considerab1y.

'.1B..oMeasures of Equ.ty )

, The measures of equa11ty out11ned above can be consldered measures of

| equity when the "working definition" of ‘equity is the equal treatnent of equa1s

and . a11 units «in the distribution are considered equal. However, there are a .
number of reasons why certain students or districts m1ght be treated as unequa1s
and thus unequal treatment of unequals must be 1ncorporated into the-equity

:_'measures Reca11 that two value- judgments in add1t1on to the measurement

L prob1ens are encountered--What character1st1cs are- re1evant for the def1n1t1on S
of unequa]s and what is the re1at1onsh1p des1red between these character1st1csg'
and the argument of the equ1ty funct1on such as educational resources or

| educat1ona1 expend1tures Four types of var1ab1es are d1scussed below that may
qua11ﬁy as a component in a va11d definition of unequa1s for purposes of
measuring equ1ty for the educational system. The four types of var1ab1es 1nc1ude

o educat1ona] needs, technoTog1ca1 characteristics of the d1str1cts, ab111ty to

pay, and an urban c1ass1f1cat1on For each of these variab1es we will cons1der

‘ the Justification for the1r 1nc1us1on in an equ1ty cr1ter1a, alfernative B

lmechan1sms for quantify1ng the factor, and exampIes and suggestions for .

measuranent techniques that include therfactor in an equ1ty criter1on ~ Two

add1tiona1 issues, the question of taxpayer equ1ty and the use of. normative

measures- will be raised at the end of th1s part. " Much’ of the discussion of

Q
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| PERCENTAGE CHANGE IN ENEQUALITY MEASURES
N FOR PAIRS OF DISTRIBUTIONS ~

Pairs of . | Coeffic1ent Standard Deviation ¥  Gini
Distributions  of Variation N of Logarithms ° - Coeffﬁcient

Caeay ATy R VN A
-.4% . <7.5% S -lay
+15.9% +12. 5% S 415.2%

B compafed_tp

‘C compared to

Do .L""" c compafed'td
| F.compared to

m m W > I

G‘compared‘tb Toa2g i - -.02% I ‘f.GG%.S
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equity 1n this part is concerned W1th va1ue Judgments, c1a1ms of “sc1ence" do not

get usyaround many of these..iu_ B ; S | T . . ’-‘;

T .
“

: 1. Educat1ona] Needs i

If our 1ong run equ1ty goa1 1n the educat1on sector is output or1ented

that is. we wish to g1ve everyone the advantage of a "fa1r start", then 1t s3’<

“

'i; that a case cou]d be made in favor of the recogn1t1on of spec1a1 needs of segments

V-f of the student popu]at1on. Certaln student groups, in part1cu1ar the hand1cﬁ€%edu
J“: and educat1ona11y d1sadvantaged are found to "need“ 1arger amounts of e

resources than others and to some- degree these groups are current]y 1dent1f1ed ,\

~in state and federa] a1d programs.3? Other groups for whom an argument cou]d
j:: be presented for. educationaT needs include those requiring bilingual or
b1cu1tura1 educat1on, drug educat1on or adult ‘education. In add1t1on to the

°‘ above arguments of need wh1ch are based on 1nd1v1dua1 student characterist1cs,

,;{ there are "needs" that are based on the process affect1ng the student.' Examples

h. of these need var1ab1es 1nc1ude the educat1ona1 1eve. of the student or student .
ks popu1at1on (preschoo1, k1ndergarten, e1anentary, Jun1or h1gh school, etc. ) or
the nature of the part1cu1ar program such as vocational or occupat1ona1 It
i shou1d be apparent by th;s p01nt that the educat1ona1 needs category is _ :
potent1a11y a 1arge one but the eventua1 cand1dates for 1nc]u51on must be
' se1ected V1a va]ue Judgment. | -
. Once the educat1ona11y needy groups are identified, the1r needs must be .

quant1f1ed - There 1s not a va1ue free, sc1ent1f1c method to “determ1ne

educat1ona1 needs‘however, at 1east two alternative procedures are ava11ab1e : Tf\k,
to weight students according'to the1r need  First, we1ghts cou]d be set based
; on an 1dea1--how different shou1d spend1ng or. resources be for a certain |
.. popu]at1on. The dECTS10n could be made by any grocp such as c1t1zens, -
1egxs1ators or educat1ona1 experts based on a "fa1r" 1eve1 of inputs or an | -

Q

-
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- expected Tevel of outputstn Second; weights coquﬁbe'detennined on a cost basis.
dEconan1c cost funct1ons could be estimated to determine ‘the additional cost of

’ educating the handicapped, a larger percentage of h1gh.schoo1 students, etc. 40
The va]ue judoment imp1icit here is that the existing adjustment for educational

needs 1s the de51red one. A varient of either procedure may be emp1oyed when an

adequate measure of the relevant population w1th special needs. is. unava11ab1e.;.:.m.:

In this. case prox1es for the needy group can be developed,’ A1 byt once the
prox1es are se]ected the issue of the- we1ghts must still be confronted
But once the groups are identified and the weights quant1f1ed the needs

. can be 1ncorporated into the equity criterion by ca1cu1at1ng the equa11ty

y measures described in Part-A for we1ghted rather- than unwe1ghted students.
‘Thus, the unequa1 treatment of unequa1s in terms of educat1ona1 needs can be -
built into the equ1ty cr1ter1on but the 1dent1f1cat1on of the educat1ona1
needs and the accompany1ng weights 1nvo1ves a series of va1ue Taden or, poI1t1ca1
Judgments,' we1ghts can be l‘derwed" us1ng actual data on costs, we1ghts can

be borrowed from an existing fromuTa or. a spec1f1c set of we1ghts,can be

invented

Other equfty measures could . be used for' the case “when only data for need
Rl

prox1es such as 1ncome or socioeconomic status are ava11ab1e. Bivariate

v

~:measures such as the correlation coefficient or regress1on s1ope ‘and wealth or
income adJusted Gini coeff1c1ents42 could be used and these are discussed

further in}subfpart 3, below.

2. Techno1og1ca1 Character1st1cs of the D1str1ct43 . .

Certain distr1cts may "need" more resources. on account of the character-
ist1cs<of the studént but, 1n add1t1on, there may be certaIn character1st1cs of ~
the district wh1ch are separate from ind{yidual sub-groups of students that

" force certain d15tr1cts to spend more do11ars to obta1n an equ1va1ent 1eve1 of

36 42 N B



-

'resources or.outputs.. Distr1ct size, h1gher needs for transportat1on, h1gher
_ needs for safety and secur1ty, etc., are all factors which may 1nf1uence the B
techno1ogy or production function of the distr1ct Note that Pprice d1fferences
are not. 1nc1uded ‘here ‘since the question of adJusting expend1tures for supp]y _
;epr1ces was treated 1n Section II, above Some of .the issues are 1nterre1ated

1n practice a]though conceptua11y price and cost adJustments are separate 44

Price adJustments,-in-theory, deal w1th differences in input prices,whi1e the |
'cost of d1fferences, in theory, relate to the convers1on process of. outputs
- from 1nputs. For purposes of this d1scussion we will assume that pr1ce
adJustments are treated separate1y

Probably, the most often d1scussed factor in th1s category is d1str1ct
-size The question can be posed as fo11ows Does’ an equivalent amount of
expend1tures or resources per student in districts of varying size produce
d1fferent outputs? If so, shou1d we adjust the equ1ty measures to ref1ect the
effect of d1str1ct s1ze? The answers are not easy. It may well be that .
‘sna11er d1str1cts have smaller c]asses since they have fewer students per
grade to a11ocate to c1asses but we would on1y 1nfer that costs are higher for
the sma11 d1str1ct if there were no commensurate benef1ts derived from sma11er
_c1asses 0uts1de of the classroom there may- be higher non-instructional - costs
-for—sma11er d1str1cts due vo certain economles of scale and for larger districts
due to higher coord1nat1on costs,45 however there is st111 the question of -
whether the services to. the students vary as well.

.

- If cost d1fferences among distr1cts of varying size reflect commensurate
output quantity ‘or qua11ty differences then sjze adJustments are not
appropr1ate in equ1ty measures; however, if cost differences among districts of -
.vary1ng size do not reflect these differences then size adJustments are

appropriate in equity measures, In reality the “truth"'probab1y lies somewhere "
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in between these two extreme pos1tions and existing research cannot g1ve us the-
precise adJustments The ‘question of. an adJustment for size (or other L -

technological factors) becomes a value judgment.

- If an adJustment factor for s1ze can ‘be arr1ved at, then the size
"_;:adJustment can be bu11t 1nto the’ equa11ty measures deve]oped 1n Part A through
‘éﬁa we1ght1ng scheme However, if size d1fferences are Judged to be 1mportant B

but 1mposs1b1e to quant1fy, then Pugh et al. suggest that a. way to take th1s d;
into account is to group ‘districts by 51ze and comthe 1nequa11ty .measures
El&ﬂlﬂ,eaCh d1StF1Ct S1Z€ QFOUP 46 There are two prob]ems with this techn1que
,,F1rst, this assumes that resource or expend1ture differences that vary accord1ng

to size are due entirely to 51ze d1fferences If other var1ab1es also vary

s1mu1taneous1y with size, these var1ab1es can no 1onger be exam1ned across

all districts. Second, as. d1scussed above, th1s adJustment assumes that there‘
‘are no output or qua11ty deferences assoc1ated with the cost d1fﬁerences_by

s1ze | " | o - |

'f While- future nw1t1var1ate research may contr1bute to our know1edge of

the effects of s1ze and other techno1og1ca1 factors on output d1fferences, the
“current ad3ustment§'cou1d_be‘cou§1dered’"guesst1mates" or value Judgments.
The}other technological factors'discussed ahove cou1d'be treated in a para11e1'

" fashion.

3. Ability to Pay

. Up to th1s point we have assumed that equ1ty is defined as the equa1
treatnent of equa1s un1ess a case can be presented for the unequa1 treatment
of unequals However, the recent series of court cases 1nvo1v1ng pub11c
educational f1nance have—taken a, somewhat d1fferent approach. The courts, for
the most part, have not been concerned with equality or.equity as we have

defined it, but rathér'equity.or equa]fty re1ated to certain characteristics of
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"a district, name1y weaTth or abiTity to- pay, and this definition is often ca11ed
fiscaT neutraTity The working definition of ‘equity used in this paper starts

. with the assumption that aTT students are equa1, and considers exceptions to
.this principTe Most court definitions, on the other hand, v1ew inequaTity

assoCiated with wealth as inequitabTe but other inequaTities that are not .

o

-

associated with weaTth are permiSSibTe Note that the court definition foTTows
| vfrun a point of view that treats the parents and chde (or famiTy) as the unit
of anaTySis Once the parents' "right" to spend more Tess on a child is

considered WJust", ‘then the definition of equity centers on the definition of -

-,

unJust" differences and weaTth related disparities appears to be the primary’
.unJLst difference SO defined by.-the courts. The historicaT roTe of the "TocaT
‘controT" of schooTs c1ear1y has played a part in this definition : _

\ If the court definition of equity is accepted how can equity be measured?

First, thE»TSSUc of abiTity-to pay and its definition must-be‘deaTt with, A:

' centrai'component of'this issue'is whether income.-weaith;'or’some combination' ]
ITS the. most appropriate measure of abiTity to pay. A reTated issue is whether :
the- abiTity to pay measure should be examined on“a per capita or per student
baSis.47 The various methods of defining abi]ity to pay and their advantages
and disadvantages are too 1engthy to discuss here However. this is another
vaTue Judgment that must be made and the seTection does make a difference 48

If we assume that the question of how -to measure the abiTity to pay is |
answered, we then must confront “the issue of . how to specify and measure the
're1ationship between education and the abiTity to pay This issue may be o
separated into “two parts, what is the appropriate relationship. and how are.we to
measure it. The appropriate reTationship issue is raised by a number of

‘-researchers on schooT finance who have pointed out that even when a state aid

fonnuTa is deSigned to theoreticaTTy remove the effect of ability to pay (or

. "wealth"), for exampTe, by using a district power equaTizing formuTa, ‘there
Q ‘ . .
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i st111 may be an. observabie reiationship between educat1ona1 measures such as

expenditures and ability to pay.49 This comes about because the “theoretica1

T renoval“ assumes that a11 districts w111 use the same tax: rate, which is not

T - . L

the case enpirica]]y Fr1edman and Nisemen def1ne two measures of" wealth
: neutality depending upon whether the theoret1ca1 reiationship (w1th a. constant
tax rate) or the enp1rica1 reiat1onship 1s exam1ned ;50 The spec1f]cation of
the relationship aga1n must be dec1ded upon- as a va1ue Judgment ‘

The fina1 issueST we must confront is how to measure the re]ationsh1p

sbetween education and the abiiity to pay and there are a number of measures

that have been proposed One set of measures 1s based on the s1mp1e corre]ation"

between expenditures and ability to pay -For exampie, if there 1s not a
ystematic re1at1onsh1p between expend1tures and ability to pay the s1mp1e
’corre]at1on will be zero, “if- expend1tures are higher (1ower) w1th h1gher
ab111ty to pay the corre]ation wi]i be pos1tive (negat1ve) However, ;ncheison
argues that the correlat1on coeff1cient is not the "corrEQt" b1var1ate measured
| but 1nstead the regression coeff1c1ent or slope should be\used. 52 ‘Since, for
| simpfe regression, b—rSE, where r is the correlation coeff1c1ent b is. the
slope coeff1c1ent and. SQ and SA are the standard dev1at1ons of ‘expenditures
and ab111ty to pay, respective]y, if there is some variance in expend1tures,
'then when v equak;zero, b equais zero, and the _1gg_on r equais the _Jgn_on
b so that for. this information the tho measures are. equ1va1ent However,
GA7M1che1son exp1a1ns further that the s]ope more accurateiy measbres the -
xre]at1onship while the correlation measures the goodness of f1t S0 that 1t is
‘.the siope that -should be used Friedman and wisenan a]so p01nt out that the ;
re1ationship between\expenditures ‘and abiiity to pay may not be constant over\
the range of ab111ty “to pay, s the s]ope from a po1ynom1a1 functiona1 form
"may be more appropriate than a “simple regress1on 53 ~The s]ope can then ‘be

measured at different 1eveis of abiiity to pay or- the d1fference between the

40
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predicted ieveis of- expenditures at two 1eveis of ability to. pay. can be. computed
*Since the slope_ and correiation present different measures, it may ‘be adVisab1e

to use both. 54

L4

" An alternative measure of the relationship. between expenditures and ability -

“to"pay has been suggested. by Hickrod et al. where a Gini coefficient is

: caicuiated by ordering districts by ability to pay rather than 1ncrea51ng

_ expenditures 55 Note that for the "wealth computed Gini coefficient" there
.icouid be considerable 1nequa11ty but only”’ the 1nequa1ity related to weaith :

s w111 be 1nc1uded'in this measure. Michelson's objection to the correiation
measure shouid not hold for this measure since it can be shown that two
distributions with different s1opes ‘and: 1dentica1 corre1ations between ‘
expenditures and wealth will have different wealth computed Gini coefficients |
and the distribution with the higher siope (more 1nequaiity) will. have the
~_-higher wea]th adJusted Gini (more inequality) - Two final p01nts concerning
.‘.thlS measure are first, that it obv1ous1y inciudes the. weighting scheme
..empioyed by the Gini coefficient and it was shown 4n Part A of this section

‘that other weighting schemes may be more in 11ne;w1th our,vaiuecaudgmentswand
| second; ther'e are“potentiai measurement problems if,the Lorenz CurVehcrosses :
the 45° Vine. 'T | -I 2”: |

| Thus, 1f we view ability to pay as. a component of an equity criteria we :

must decide how to measure ability to pay, how to specify the reiationship

between education and ability_to pay and"how to measure the re1ationsh1pt

4 An Urban AdJustment ' L . ' ‘,i

For a number of. reasons, schooi districts in 1arge C1t1eS have received
~spec1a1 attention. In the context of ‘the ana1y51s in this section, the" QULStlon
must be asked why expenditures should be'different in the c1t1es That 1s,

. what 1s it that suggests that c1ty schools districts shouid be treated unequaiiy

e 3'ﬂ N D - S
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;- First, it ‘may be the case that many of the adaustment factors discussed above,

''''' 1

CF quantified, wou1d show that the’ cities have ‘higher "needs" - I expenditures

- are adJusted by prices to represent resources then -the doiiars may buy 1ess in

the C1t1&$ due to higher prices If students are weighted to ref1ect need

'(handicapped educationaiiy dTSadva"tGQEd, etc.), it is 11ke1y that cities 7“ >

. wou1d receive a higher student weighting Furthennore, certain technoiogicaiv

’factors 1nc1ud1ng size, security requirements, transportation costs, etc. may —-

. make the cities appear more deserv1 g on'these dimen51ons F1na11y, on the-

ab11ity to pay cr1ter1a, whi1e cit1es are not often c1a551f1ed as poor in a
property value or weaith sense, an argument is often made that the cities have -
to prov1de additionai serVices that are often costly and therefore they are
overburdened |

Given the range of factors that may enter our equity consederations, it
is apparent that ‘the urban ciassification 1s probabiy suggested as a “proxy“ -

variable for some combination of tﬁe neéds variabies outiineo above Therefore.

to the degree that our equ1ty criteria 1gnore these factors, then perhaps a

-specia1 examination of the urban districts is in order - In terms of measurement,

. 1t may be appropriate to dispiay the expenditures in urban districts separateiy

as well as to include them in the tota1 so that the level of expenditures in_

“the urban areas IS‘h1gh11ghtEd 55 Or, if vz believe that municipai overburden .

L

. shou1d be taken into account we can attempt to compute an 1ndex of municipal \\- '

'ivoverburden 57 However, note that if we take a student point of view and do not

con51der ab111ty to pay, then 1issues such as municipal overburden, since they
affect revenues rather than expendatures do not’ directiy impact our equity or

equality measures. 58

5. Taxpayer equity -

The issue raised in this section is taxpayer\equity;’ Revenues for education ‘7»




| are raised mostly from 1oca1 and state taxes and different taxes may be more or
. /
' 1ess equ1tab1e In other: words, two d1stributions may be 1dent1ca1 from the

_expenditure side, butngtterent from the revenue side- due to the 1nc1dence
_patterns of the taxes’ used to ra1se the resources However, since the student _
viewpo1nt has been used here, the d1rect 1mpact of taxes has not been .taken 1nto
account_s1nce students‘do not pay taxes. However, even with th1s pant of
.viem tax'jncidence’(and municipa1 overburden)‘may have an impact since parents

(and non—parénts) pay taxes and, to'some degree, higher taxes, certeris paribus,s,

may subtract from the available reaources for the educat1on process that takes

5

: p1ace outs1de of the}schoo1s

' wh11e we may prov1de a rat1ona1e for the separatton of expend1tures and
' revenues 1n terms[of equ1ty, this separat1on po1nts out that the student |
poInt of view 1eads us to a- partial ana1ys1s Infonnat1on-on taxpayer equity
shou1d accompany the equ1ty measures d1scussed here for completeness But'the'

1ssues of tax incidence are comp1ex and requ1re a d1fferent set of va?ue

Judgments that will not be d1scussed here due to 11m1tat1ons of t1me and space 59

«@

6. Normat1ve measures

The final issue we w111 consider in this sect1on is the use of normat1ve
or distr1but1on based measures Each of the measures d1scussed for equa11ty
and equ1ty use eJements OF ‘the measured=distr1butfon'such as the mean or median-r
for comparison: and the def1n1tion of comp1ete equa11ty or equity is relatively
’ stra1ghtforward An a1ternat1ve approach is to consider a distr1but1on other
than ccmplete equa11ty as the desirable standard and then measure the degree
to wh1ch the actual d1str1but1on d1ffers from the desired one Since the
estab11shment of a desired distr1but1on other than equality is an extreme1y
hazardous va1ue judgment, these distr1bution based measures will not be

_d1scussed further here.60 .It should be noted that ‘the estab]jshment of a cut
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off or va1ue of the equity or equa]ity measure that represents equity or

equa1ity is a re1ated issue

| we have -now cons1dered 2 range of equa11ty and equ1ty measures that employ
a range of va1ue judgments The reV1ew thus far has 1nd1cated that reasonab1e
1nd1vidua1s may d1sagree over the re1evant va1ue Judgments, ‘the a1ternat1ve
“ value. Judgments Tead to d1fferent equity and equa11ty measures, and. conceptua11y, «~~Q~:
the conc1usions drawn from the var1ous measures may conf11ct In the next | -
sect1on ‘W exam1ne se1ected studies of education distr1but1ons in order to

determ1ne whether our conceptual concerns appear»to be valid for actual data.'

IV. An Empirical Comparfson‘of Equality and Equity Measures s

. .The articulation of a working definition of equity has resu1ted in multiple
’ measures " However, the use‘of‘mu1tip1e“measures may not be-appropriate if the .
conceptua1 d1fferences among the mecsures are not apparent for data fran actuaT

) educat1ona1 systems Therefore, in th1s sect1on we - w111 br1ef1y exam1ne, from .

- a methodo]og1ca1 viewpo1nt, the performance of a range of equ1ty and equa1ity

! i

measures by review1ng a number of pub11shed studies that have computed

»

a1ternative/equity or equality measures for d1str1but1ons of educat1ona1,

expend1ture or resources, Studies have been reviewed in order'to document cases

in which the equjty or equality measures can yield different conclusions.
o Differences wf!1 be examined'for'the detenminants of different eqUa1ity measures,

Y]

the resu1ts y1e1ded by equa11ty comoared to equ1ty measures, the results.
I‘, y1e1ded by d1fferent equa11ty measures, and the resu1ts for d1fferent arguments
- of equ1ty funct1ons S S ‘} | _ |
; F1rst, Grubb and M1che1son6]compare the determinants of intrastate inequality

across states using severa1‘d1fferent‘equa11ty,measures.‘.The relevance for this

. section is not the specific effeCts of'independent variables but the observation
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that the same set of independent variables explains different.amounts of the
variance in: the a]ternat1ve equa]ity measures and the effects of the
1ndependent variab]es appear d1fferent when a range measure compared to the

Gini coefficient is used as the dependent var1ab1e measure of 1nequa11ty This

wou]d prov1de some evidence that the range measure and the G1n1 coeff1cient are
d1fferent for d1str1ct 1eve1 data. L -
Second Grubb and Miche1son62 dEVEIOP a simu]at1on mode] to examine the
outcomes of various school f1nance reforms in Massachusetts. For each .K
s1mulation .of per pup11 revenues they examine the Gini coeff1c1ent, the rét1o v
of per pup11 revenues for r1ch compared to poor families, the corre1at1on becween
wealth, measured as property va1ues, and revenues, the corre1at10n between'
d1str1ct 1ncome and revenues, and the average revenue for 1arge cities Numerous

S1mu1at1ons are presented and a1though there are cases where a particu ar

s1mu1at1on appears to be more equ1tab1e than the existing sftuation on ;L__ ?
equnty measures, there are other cases.where a number of«the measures move 1h
oppos1te d1rect1ons In part1cu1ar, there .are cases where the rank1n§F%f two -
d1str1but1on;that resu1t from using the Gini coeff1c1ent, an equa11ty measure

" and thecorrelation between wealth and per pupil revenues, an equ1ty ab1]1ty to '
pay measure, conf11ct Th1s:prov1des us with emp1r1ca1 eV1dence_that equa11ty
and ab111ty to’pay equity measures can conflict_withih the context of schoo1§

~ finance refonn.63—_An'addftiona1 example of~a‘conf1ict between equaﬂfty and
equityfmeasures is_providEU b_y.Berne.64 Using-actuaT<and“simulated-data from '
Missourid® 1t was shown that there were a number of conf]fcts among eight ;
d1str1but1ons when they were ranked u;1ng a regressfon based ab111ty to pay !,

B (wea1th) equ1ty measure and any.one of the equa11ty measures considered in Sect1on

.IIIA—above . Nhen the regression based ability to pay equity measure was used in -

(

con3unct1on with five equa11ty,measuresoon1y four overa]l.rankings emerged_for
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e1ght d1str1but1ons due t6 conflict among the measures ,

The third observat1on is based on .the evaluation of the school f1nance
reform in I1linois in 1973 by Hﬁckrod et al. 67 A number of measures of
equtty and equality were der1ved and computed before and after the reform
of part1cu1ar 1nterest is the comparis1on of- two measures of equa]ity, the

coeff1c1ent of variation and the permissib1e var1ance The coeff1c1ent of

- variation shows that theresis greater- equa11ty§after the reforn - for e1ementary
d1str1cts however the perm1ss1b1e variance measure 1nd1cates greater 1nequa11ty
after the reform In th1s case, two equa11ty measures y1e1d conf11ct1ng T
resu]ts before and after a schoo] finance refonn Berne s’ ana1ys1s of M1ssour1
a1so demonstrated that conf11ct-coqu ex1st among the equa11ty measures ‘

'd1scussed in Sect1on II}A 68 -

~

The f1na1 observat1on 1s based on.the emp1r1ca1 ana]ys1s performed by
Pugh et al a1 °9 The compar1son to note “here* 1s not among d1fferent measures

of. equ1ty and equa11ty but among d1fferent arguments of the equ1ty funct1on,

:2 part1cu1ar expend1tures versus resources “An 1nspection of thé var1ous "

| tab1es in. this analys1s shows that’ the size of the equa]ity measures are

. affected’ by the a]ternat1ve arguments j When four d:str1but1ons of expend1tures
"per pup11 for M1ssour1 were adJusted for pr1ce d1fferences 1t‘mas conc]uded

1

. that the d1str1but1on appeared more equal but the ‘magnitude of the change .

var1ed accord1ng 6 the equality measuF€§—70fjf

These se]ected studies have shown that the results of anwequtty analysis

. ,/of educat1ona1 eApend1tures and resources does depend on the part1cular way 1n

Which equity is measured. These andeother stud1es indicate that potent1a11y
the measure can make a difference and the conceptual fssue'discuised?here have

implications for policymakers who must compare distributions.
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v Imp11catdons for Po]icy AnalySis o S \'

| conc1us1on for po11cy analysts 1s that they shou1d be prepared to use a1terna-

: 0

taxation than evo]ved from the studen

!
1
1

E This paper has presented a methodo1ogica1 analysis’ of a number of o
conceptua1 issues that need té. be addressed by poT*cy ana1ysts who have as one
of their goaTs the measurement of the equity of -the pub11c educat1ona1 systen ——g»-ﬁme;
Due to the nature of equity and the educational systen, the task of br1ng1ng

- these 1deas together 1s comp1ex. On account of th1s comp]exity, the overr1d1ng

tive approaches to the measurement of equ1ty This type of sens1t1v1ty ana]ys1s

19

is not meant to generate a p.obab111ty d1str1but1on around a: "correct" value, .

but to cover the w1de range of poss1b1e 1ncerpretat1ons of equ1ty, each of
.
wh1ch may -be "correct" Each of +he top1cs d1scussed above contr1buted to

L

the need for mu1t1p1e measures.‘ .

F1rst, a spec1f1c def1n1t1on was used to estab11sh what is meant by
equ1ty However, other def1n1t1ons are poss1b1e ‘and these cou]d 1ead to the

a1ternat1ve measures of equ1ty Combined wyﬁh the det1n1tion of equity was

. the 1n1t1a1 decision to pursue equity from a student point of view. But

other po1nts of view. are.pTausible 1nc1ud1ng the schoo1 d1str1ct or- the
- family. The latter approach would le L to a more deta11ed considerat1on of
j approach
The second issue that leads to a,conc1us1on to emp1oy a1ternat1ve
measures is the cons7derat1on of whatiwe want to be equ1tab1e While we can
measure do11ars that purchase 1nputs for the educat1ona1 process straight-

forward1y, these dollars may not be comparab1e measures of resources across

- districts; and resources may not be comparabTe measures of outputs. Th1s

- issue is really a dual prob]em first, do we want dollars, resources, or .

_outputs to be equ1tab1e and- second how do we measure these various. concepts. R
Thn d1ff1cu1t conceptua1 and measurement 1ssues again 1ead to the

e
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recommendat1on ‘to use a1ternat1ve approaches. One part1cu1ar concern, the
ad1ustment of do11ars for varying pr1ces has rece1ved attent1on recent]y and
a]so, the use of: resource measures 1s at 1east feasible I+ appears that

d1fferent arguments of an equ1ty cr1ter1a lead to somewhat d1fferent - ‘_’ ‘

A

conc]us?ons so that the energy needed to pursue a mu1t1p1e approach is

&
- o

Just1f1ab1e, at present

Th1rd, 1f we dec1de that the not1on of equa]ity, ‘as d1scussed above, 1s E

‘useful as'a def1n1t1on of'equ1ty, then again we are faced with a number of

a1ternat1ve measures and it is very d1ff1cu1t to get agreement on a s1ng1e N
‘measure- due to the range of va1ue Judgments 1nvo1ved If a s1ng1e measure is

not appropr1ate e1ther conceptua]]y or emp1r1ca11y, then the use of a set of

measures may enab]e the po11cy ana1yst to h1gh11ght the d1str1but1ons that

are unamb1guous1y more equa] than others, and indicate those that are 1nd1s-
tinguishab]e For example, certain school ‘finance reforms may produce more
equality regard]ess of how we ‘measure equa11ty whereas other reforms may
have a mora amb1guous effect on equ1+y Once the requ1s1te data are . N
ava11ab1e, the add1t1ona1 cost of .computing alternatlve equity measures 15'
not great | . Y '

Fourth, equa]1ty measures are not the on1y reasonab1e measures of equ1ty
we d1scussed‘ In part1cu1ar, student needs, techno]og1ca1 characteristics of

the d1str1ct, the ab111ty to pay or & concern for a part1cu1ar type of d1str1ct

" such as the c1t1es may direct us to somehow a]ter our measures of equa11ty

But for each spec1f1c‘nssue we are faced with numerous a1ternat1ves each of

wh1ch may be in line w1th an individual’s def1n1t1on of equity.: Furthennore,

we conc]uded above that for one important type of equ1ty measures—-ab111ty

to pay equ1ty measures--the way in wh1ch We measure both ability to pay ‘and
the relationship between ability to pay “and educat1on has an impact on out

assessment of equ1ty. Since many of these issues are not resolvab]e w1thout;:

- : . 485,;:
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recourseeto va]ue Judgments, and the particu]ar value Judgments make a d1fference, K

&

;: the po11cy ana]yst must aga1n 1nvest1gate a. range of measures.

. F1fth the need for both equa11ty and equ1ty measures is. h1gh11ghted by

the f1nd1ngs that there car be. cons1derab1e conf11ct between these “two | 510/7

[l

?. d1fferent groups or c]asses of measures., Thlz,reqnfortes our'\3commendat1on to
71emp1oy a]ternat1ves “ J ;

/' ~

'Jﬁﬂtna11y, one cr1t1ca1 1ssue that has not been taken 1nto account in th1s -

;trana1y5fs 1s the comparab111ty and ava11ab111ty of data ,_If ava11ab1e data >

iware not comparab1e, ‘then not on1y value Judgments out comparab111ty prob1ems

.:coulu caLse d1fferences among measures.. For examp1e, comparab111ty prob%ans-.

7cou1d ar1se among d1str1but1ons 1f student counts are arr1ved at through
e

}- d1fferent we1ght1ng schemes, d1str1cts are‘oréghazed d1fferent1y, or 1f

d1str1cts do not a11 perfonn the same type of serv1ces to s1m11ar student

popu1at1ons. Data cmnparab111ty prob]ems do have the potent1a1 to confuse -

i .. . . * -

“an a]ready comp1ex issue. O o L BN

il
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© o~ FOOTNOTES

1. This paper was funded by the.Ford Foundation. The, paper represents the- : -
opinion-of the :author =nd should not be attributed to the Ford Foundation. _(///{
Helpful comments.on some of .the thoughts expressed here were received from .

John Augenblick, Lee'S.- Friedman, Alan Odden,-Leanna Stiefel, Esther 0.
~Tron, Phillip E.- Vincent and Mary Williams.. Remaining errors are obviously
the author's’ S TR : o o

" 2. The literature on equity and public educationlappea&s to be growing at an
: ~accelerating rate. -For ay introduction to this area see B. Levin, ed.,
" Future Directions in School Finance Reform (Lexington, Mass: Llexington .
S Books, 1974), J. Pincus, ed., school Finance in Transdtion (Cambridge,-Mass: ™

. "Ballingary 1974) and. J.\J.-CalTahan and W. H. Wilken, eds., School Finance
Reform: A Legislator's Handbook (Washington, D.€7:* National Conference of:
State Legislatures,<1976)%. For an analysis and%primary sources such as
court opinicns and Jtate and federaT commission recommendations, see J. S.

- >

" “Berke, Answers to"‘Thequity(Berkeley: McCut?hen,'1974)§ .

:’f

@- 3. Although this paper focuses.entirely on education, many of the issues are-
. “relevanf.to other policy areas. For treatments of equity issues in areas
other than educatipn, see R: L, -Lineberry and R. E..Welch, Jr., "Who Gets.
" - What: Measuring the Distribution of Urban Public” Services," Social Science
-+ Quarterly, 54 (1974) pp. 700-712 and A. E. Mérget;: "Equalizing Municipal
' Services: Issues for Policy Analysis," Policy Studies Jourpal, 4 (1976)
pp. 297-306. - L T e ' T T

- . - s L RN , .

4. Throughout -this paper thé term argument,is used in a specific manner. An.
equity or equality measure can be specified as a series of .calculatiors]
performed-on a particular type of data. The specification of the - 3
‘calculations and- the type of data are both necessary for a complete des=
cription of a particular measure. The type of data that is used in the

. calculation—is the argument of the equity or equality measure or criteria. -
For example, for the.equality measure specified as the range of per pupil

~ expenditures the range is the calculation and the argument is ithe distrib-

‘ution of per pupil expenditures. , .. ) ‘

.

B4
PR 2 o Sre

5. TSee Berke, p. 163, who notes that, "Tréating‘unequa]s équally is a highly
7. -questionable definition of. equity." . - _ L
T . ~ . 1

-~

5.'
a 6. Sée S. Michelson, "What is a 'Just' System for Financing Schools? An - -
. Evaluation of Alternative Reforms" in B. Levin, ed., Future Directions. 7

. H. M. Levin, "Equal Educational Opportunity and the Distribution of
.- ** "Educational Expenditures," Education and.Urban Society, 5 (1973) pp.
- ¥39-172. .- ¢ - T —

8. For a description of .this conceptualization of the schooling process see
H. M. Levin, "The Effect of Different Levels of Expenditure on Educational
Outputs" in R. L. Johns et al., eds., The Economic Factors Affecting the
Financing of Education (Gainsville, Florida: National Education Finance
Froject, 1970); H. M. Levin "Effects of Expenditure Increases on- Educational

« ‘- Resource Allocation and Effectivenes,” in J. Pincus, School Finance.
' - ) v ) o

e . 50




-

9.. For a more indepth discussion of these jssues see R. Eeihe,""Eqdfty,and

" 10.

Y

G

J

Public ‘Education: Conceptual Issues of Measurement", Public Policy '~
Research Institure,,Graduate School of Public Administration, New York
University, New York, NY,_Norkjng‘Paper'No.'4,,(0ctober, 1977), pp. 5-9.

For a discussion of school finance and .equity, see, in addition to the
references in footnote 2, M. S. Feldstein, "Wealth Neutrality and Local .
Choice in Public Education," American Economic Review, 65 (1975) pp. 75-89,
L. S. Friedman and M. Wiseman, "quard“Understanding the Equity Consequences

- of ‘School Finafice Reform," Graduate School of Public Policy, University of -

Lalifornia, Berkeley, Working Paper #75 (July, 1977), W. N./Grubb and h
S. Michelson, States  and Schools (Lexington, Mass:: Lexington Books, 1974).
_G. A. Hickrod, B. C. Hubbard and T. Wei-Chi Yang, "The 1973 Reform of

T ITlinods Genera]~PurposeuGrant-in:A1d:“MA4pescrjptionvand Evaluation," in.

l

E. 0. Tron, 'ed., Selected Papers in Schoo]'Fiﬁéﬁ&é?"19747(WEsh1ngton;“D:C::-f~—~é——

- Office of Education, 1974), A. Odden and P. E. Vincent,. Analysis of *he

3 School Finance and Tax Structure of Missouri: Backdround Research of the ...
. Educational Finance Committee of ‘the Governor's Con%erence on Educatiom

- - (Denver: Education Commission of the States, 1976), L. Stiefel, "Per .

..

12.

14,
15,

'Pupil Expenditures and Tax Incidence Under Michigan's Modified Power
Equalization School Finance Plan," Michigan State University, 1975..
Notice that_certain assumptions about *holding everything constant are
necessary if a comparison of equity before and after a reform is to be.
used to assess the .impact of the reform. For further discussion, see
G. A. Hickrod et al.. s , : .

For more on the local response, see L. S. Friedman and M. Wiseman, and =~ -

- N. N. Grubb and.S. Michelson and.H. Ladd, "State-Wide Taxation of

Commercial and Industrial Property for Education,"™ National Tax Journal, e
29 (1976)pp. 143-153, " : . — =

» See H. Brazer, "Adjusting for Differencés Among School Districts in-the

Costs .of Educational Inputs: A Feasibility Report, " in E..0. Tron, ed.,

- Selected Papers in School Finance, 1974, H. Brazer and A. P. Anderson, -/}/;”

"A Tost Adjustment Index for Michigan_School Districts," in E. 0.. Tron, ed., .
Selected Papers in School -Finance, 1975(Washington, D.C.: Office of T
Education; 1975), J. G. Chambers, A. Odden. and P. E. Vincent, Cost of e
Education Indices Among School Districts (Denver: Education Commission of
the States, December, 1976), W. N. Grubb and.J. Hyman, "Constructing Teacher ~ -

" Cost .Indices:: Methodological Explorations With California Unified School -

Districts," in .E. 0. Tron,med.,“SeIECteduPaﬁersmfn.SchoolfFinance,.1975, - ﬁ'

L. W. Kenny, D. Denslow and-I. J. Goffman, "Measuring Differences Among

'the Florida School Districts. in the Cost of Education: An Alternative
Approach," in E. 0. Tron, ed.; SeJected Papers .in School Finance, 1975
and E. 0. Tron, "Introduction and Summary,” in SeTected Papers in School

anance,-1925. -

kenny et al. pp. 197 ff. Y
Ibid. | -
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16. W. N. Grubb and J. Hyman, pp. 116-118. They 156 compute-an—index-based_on "
- . average salaries, a technique that assumes that all price differences
- reflect resource differences, and_find the correlations with the measures

uSinq,a1ternat1ve assumptions vary between .45 and .86.

17._G. E. Pugh, 4. N, Killalea and B.. Loatman, Educational Opportunity. The
- Concept, Its Measurement and Resource Disparities in 1970, Report to National
. Center Educational Statistics, September, 1976. ~ The ‘measure discussed here:
is 1abeled M4 in their report (p. 63 ff) . B . o

18. ' Pugh et ‘al. treat. quality differences across. districts in a more "refined"
.. measure but this-procedure. is equivalent to using a regional and -

urbanization price index. While this price index may be plausible, it is

only one of a range .of possibilities that produce different results, as

discussed -above. Furthermore, Pugh et al., p. 65, indicate that their _

-~ analysis of the resuits of the refined measure sugggsfs that it "probably -
¢id not produce any imbEEVémentmover"wthenresource3measur§m§i§gﬂ§sed in .
the text. - - ' - ' - : - T

| 19.. Ibid., pp: 73 ff.

20. M. A. Golladay, The Condition of-Education, 1976 edit:on (Washington, D. C.:
: Nati;nal Center for Educational Statistics, U. 5. Government Printing Office,
1976). = ‘ o . o _ ,

“21. " Parts of this section are based on R. Berne and'R. Schramm, "Equity Analysis;, -
", Unpublished paper, 1975, A. Sen, On Economic - Inequality (New York: . Lo
< W. W. Norton,-1973), and A. B. Atkinson; "On the Measurement of Inequality,"
Journal of Ecanomic Theory, 2 (1970) pp. 244-263 _ , e

'22. The terms equa1ity measures and inequality measurés are used interchahgea51y.

23.  Intradistrict inequalities can also be measured using the same techniques
.discussed in this section if data on individuals rather than districts are
‘available. The limitations is in the data, not the techniques. For more
on intradistrict inequalities, see H..S. Winokur, Jr., "Expenditure .

, Equalization in" Washington, D. C. Elementary Schools," Public Policy, 24
(1976) pp. 309-335. : L . '

- 24. Another'term for "insensitive td'percedtage increases" is "mean independence."
See A. B. Atkinson. ' P ' - S .

N . © 7y
- . ~

25: -The interested reader is urged to consult A. Sen. For example, when we
{ “compute the amount of the inequality difference we are using interpersonal
~ comparisons with cardinal utility functions.. It could be argued that the -
" inequality measures were not intended to be used in this way-.

! Tt

26. See Federal Register, March 22, 1977, Part 1i.

27. If P.'equ§T§§§ne or any constant or.if the district is the unit of ,
- observation, the formula for the relative mean deviation is the following:
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28,

See G. A:.Hickrod, et al. They credit Professor McCloone for -the. .
development of this index. For related measures baséd on the mean, see 3

.32,

33.
" 34,

35,

36.
37.

. 38.
-, Institute of Statistics 27 (May, 1965) reproduced: in A. B.. Atkinson.

"9,

A. ‘B Atlinson, p. 256.

L. Stiefel. ' 2 g_ T -
29, If P; equals one or ary constant or the district is the unit of Qbservafion,
- the ¥ormu1a for ‘the permissible variance is the following: : .
_ .;g— o : . _
& K
i=1
M
30, If P equa1é onz o? aﬁy constant'or‘the district is theﬂhnit;of‘observatidh
the %ormu1a for the variance is the following: T
E - N ‘ ” » .
- 2 fu - X5 YN :
4 ) 1=.|. R . ) =
131, See A. Sen, p. 28.
If P; equals one or any constant or the district is the unit .of observation

the‘%ormu]a for the standard deviation of 1ogat1thm; is the following:.

f{g;(1og u - 1og Xi)Z/N)]/Z'l
3= o |

‘See A" Sen and A. B! Atkinson.

Note that since the Lorenz Curve is not affected by equal péercentage - _
increases the Lorenz Curve for Distribution D is identical to the one for‘
Distribution B. . ] I o : '

See A. Sen and A. B. Atkinson. ..

‘See A. ‘Sen for a discussion of the weighting imp1iéitfin the Gini coefficient.

K. R. RangdiVé,_“Thé'Equality of Incomes fh,Indfa,"tBu11et1n of the Oxford -

4

For a summary of state -and programs, see E. 0. Tron, Public School Finance
Programs; 1975-76 (Washington, D.C.: Office of Educatiun, U. S. Government

Printing Office, 1976). See L. C. Pierce et al., State School Finance _

' . Alternatives: Strategies for Reform, (Eugene, Oregon: - Center for.

- \'.‘ . -
JTN

i§tudents“withmspecia1Aeducatipna1”heéds;',

.. For ah'gxahple; see J. G, Chambers et al.

Educational Policy and Management, University of Oregon, May, 1975),

especially Chapter 5, for a detailed discussion of the differenf‘groupéjof .
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43,

-

44,

46,
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.. Title I, for example, tses measures of AFD6 households and households w{th".

low incomes for measures of educationally disadvantaged,  For an empirical

. investigation of a set of needs proxies, see W. F, Garms and R. J. Sgettel, -

"Measuring Edutqtiqna1:Need: Developing -a Model for Predicting Achievement .
Levels from.a Composite of Socioecenomic: Scores,” in J. S. Berke, A, KN
Campbell, and R. J. Goettel, eds., Financing Equal Educational Opportunity .

(Berkeley, Cal.: McCutchan, 1972).

| e R S
" See G. M. Hickrod .et al., p. 36.FF. "~ = o

L

A number of ideas {ﬁlthjsﬁéectiqh may be found in S. Michelson.

See Chambers et al. for thé development of price and cos indices.

See Chambers et al. and Pugh et al. for empirical evidence suggesting a
U-shaped cost curve. I -

See Pugh et al.. = o LTy T _L$. '

-ForAmore~on_the:issueLQfTfiscq}ucapacity or ability to pay, see J. S. ‘Aiken,
-"Fiscal .Capacity and the Estimation Method of the Advisory Commission on.. ~
fIntergovermnentél'Re]ations;"-Nationa] Tax Journal, 26.(1973) pp. 275-291,

and W. D. Morgan,."An-Alternative Measure of Fiscal Capacity," National Tax
Journal, 27.(1974) pp. 361-365." For a discussion"and analysis of the -

. relationship between ability to pay and'school finance, see A. Odden, )

Alternative Measures of .School District Wealth (Denver: ' Education Commission

" oF the States, December, 1976) and J. F. Gatti and L. J. Tashman,

. 48,
49,

50.

53.
53.
54,

55,
56.

'See L. S. Friednan and M. Wiseman, pp..10-12.
51.

See S. Michelson. -

L. S. Friedman and S. Wiseman, p. 33.

"Equalizing-Matching Grants and the Allocative and Distributive Objectives -
of Public School Fipancing," National® Tax Journal, 29 (1976)pp. 461-476.

See A. Oddeq,'PP;vzz-zajg‘ S -

See M. Feldstéin; L.S. Friedman, "The Ambiguity of: Serrano: = Two Concepts

of Wealth Neutrality," Hastings Constitutional Law Quarterly, 4 (Summer 1977),:
L.S.:Friedman and M. Wiseman, and k. N. Grubb and S. Michelson. - : o

The discussion in the remainder of this sub-part is appropriate -for
alternative measures of ability to pay and either the theoretical or

empirical (dbserved) relationship. = :

W

See Pugh et al. ‘and R. Berne for recent studies where correlation and

regression’ type measurés'Wgre computed.
See Hickrod et al., p. 36, = - S

See, for example, G. A. Hickrod et al. and W. N. Grubb and S, Michelson.
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' SCHOOL FINANCE REFORM IN THE SEVENTIES

 ACHIEVEMENTS AND FAILURES * .

'I.- Introduction

. ®

The early l970's marked a perlod in whlch 1ncreased attentlon was

d1rected to d@sparltles in resources and tax burdens among school d1str1cts

in the States. The school flnance llterature now abounds with studies of

the States that leglslated changes in thelr f1nanc1ng rrangements 1n this

“perlod -It is d1ff1cu1t to dlscern from the 11terature\ however, the extent '

N
oy

of the problem natlonally“or the effects of reform where 1t has occurred.

*Most stud1es examlne one or -a few States.A Because many of the stud1es are

, 1ntended to ass1st in the de51gn of new features of arflnanc1ng program,

- they naturally concentrate on the mechanisms of reform rather than its

i o
heffects. And because dlfferent methodologles are used the studles cannot

readlly be compared or aggregated. - _“_L”_ ' L ji.nf_j.‘ .

The study reported here attempts to obtaln a natlonal assessment of

fthe lmpact of reform. It looks at all States us1ng the same measurement

.

‘ methods and the same data, s0° that it is poss1b1e to contrast one reform ,
. - State w1th another and to compare reform States as a group w1th the non- -

. -reform States.} It examlnes results rather than mechanlsms - results

'expressed 1n terms of the d1str1but10n of educatlon funds.i It examlnes thQSe

d1str1butlons in 1970 before the’ reform movement got under way , and in 1975,

.
by whlch t1me 1ts 1n1t1al lmpacts could be expected to have reglstered

* Thls paper_reports on a 301nt progect of the U.s. Department of Health,
" Education, and Welfare, and of Killalea Assoc1ates, Incorporated. The
-authors are: Lawrence L. Brown, III; Alan L: Ginsburg; J. Neil Klllalea,

Richard A. Rosthal, and Esther O. Tron. Views expressed do- not

'a__necessarlly reflect posltlons of the Departmeht.

T



< II. -Disparity.Changes:' 1970 to 1975 -
Methodology T ) ST

kg

I

Resources are def1ned here as the port1on of‘current operat1ng
'f expend1tures (COE) per pupll that 1s supported from. non—Federal sources.
- QOE 1ncludes a large part of educat1onal resources, excludes cap1ta1 outlays,
whlch counld otherw13e make resources appear to be very high in the ‘year of
outlay, and is read11y ava1lab1e 1n nat1onal data bases. Expend1tures are
based, of course, on revenues collected from all sources, including the
Federal government. “"Since the purpose of this studyh1s to examlne the
d1str1but1on of local and State funds, COE 1s adjusted to remove Eederal
revenue [l] The except1on is Federal 1mpact aid, whlch is treated here as
local revenue. [2] o - B e .
Although educat1onal expend1tures are- often employed as though they
were equ1valent w1th educat1onal resources, they are not the same ' The
. dlfference ar1ses pr1nc1pally from the fact that a dollar buys dlfferent
levels’of real educat1onal resources in d1fferent parts of a State.
TEchn1ques are- now 'under study for 1dent1fy1ng and ad]ust1ng for the varylng,;g
costs of educatlon throughout a State, but 1t has not been posslble to
‘ apply them 1n the present stLdy.[3] Thls shortcomlng affects the analyses e
;f' d1scussed below d1fferent1ally, as will be po1nted out 1n a rev1ew of the
| results. . .:% V); .éx - ' ". o R o 'f”
- All d1str1ct expendltures are stated on a per—pup1l bas1s._ States@
: count pup1ls in d1fferent ways. Some use average da11y attendance (ADA),‘
some use average da11y membershlp (ADM), and some use a comblnatlon [4] Rather

than 1mpose one or the other of these measures on all States, th1s study

employs whatever measure the State. has used [5]

s

\




The study uses data bases for 1970 and 1975 that prov1de comparable .
“ and generally adequate data I | -

LChanges in Overall Disparity o

It 1s generally thought that the percelved extent of dlsparlty depends,

. perhaps greatly, on the measure employed. Three statlstlcal measures

Pl

- sometlmes used by school f1nance analysts were considered for use 1n th1s
study- the coeff1c1ent of dev1at10n, the coeff1c1ent of varlatlon, o 'ﬂ

and the G1n1 1ndex [7] In addltlon, a. fourth measure was included because

W

E 1t is embedded in a Federal regulat1on-_ the ratlo of expendltures at the

'95th percentlle of students to expendltures at the 5th percentlle [8] The

a

three stat1st1ca1 measures are, for all 1ntents and purposes, 1dent1cal in thelr

results, and even ‘the 95 5 ratio is very hlghly correlated w1th each of the

A

«'statlstlcal measures, as the tabulat1on from our 1975 data shows [9]

L L 95 5.  Coeff. Coeff. . Gm'i e
N ' , "~ Ratio Dev. ' . Var. Index
. . 95:5 Ratio - ' S | . .83 °~ - .85 .89 . |
R Coefficient of Dev1at10n ' - 1 .95 . . .98
* .. Coefficient of Variation - o 1 .97
’ G1n1 Index _ S ) . ' - 1

Thls study uses the 95: 5 ratio. and the“coefflclent of var1at1on * A
value for the 95 5 ratlo of ‘say, 2 5 means that’ students at the 95th,_
:percentlle recelve two and one—half tlmes the expendltures of those at the-

”,Sth percentlle. A value for the coeff1c1ent of var1at10n of 12.4 means'.:
- that approx1mately one—s1xth of the students in the State rece1ve at least
12.4 percent more expend1tures than the State average- and one-sixth recexve

at least 12. 4 percent less than the average.'

’, ¥ See Appendilx A, TabIes AéI’and Ar2,:“W1EH*n—State D1spar1t1es for Four
. Eduallzatlon Measures ' 1970 and 1975..




Table T presents, for each State, the disparity in 1975 and the

.percent change between 1970 and 1975, for the two measures. The States

_lw1th the greatest dlsparlty in 1975 show no reglonal patterns, 1nclud1ng
PR } ~
States from every pert of the country. They do 1nclude, however, several
/

of the natlon 'S largest States. The 12 States w1th<the greatest d1spar1ty
1n l975 enroll approx1mately 38 percent of the natlon s’ publlc school

‘o

nstudents.' At the opposlte end of the ranking, States w1th the least N
- l. dlsparlty tend to be those w1th the smallest populatlons, the only exceptlon
| belng Florlda. It 1s noteworthy that the six States w1th the least . I
'd1spar1ty also operate relatlvely few,school/systems [10] | a
Among the 12 States with the greatest/disparltles in 1975, only
.:Vermont exhlblts a large decrease in drsparlty — but it m st be p01nted out "
that Vermont s startlng point 1n 1970/was extremely unequallzed.;
- Sote States clearly progressed/ whlle others worsened There are e
'several ways of gauglng progress/natlonw1de. One is to compare the
: number of States that decreased or 1ncreased by a given percentage. Using‘
a very modest crlterlon -, 1ncrease ‘or decrease by two oy more percentage M
p01nts on both measures -:vthere were decreases in 15 States and 1ncreases in
-ll. Under a str1cter cr1ter10n —.a change of at least five percentage |
: p01nts on both measures — 13 States decreased in dlsparlty and lO States ' T
; 1ncreased These counts would appear to 1ndlcate a. sllght lessenlng |
of dlsparlty nat1onally. This trend would seem to be conflrmed by changes
jln the average of the two measures from 1970 to 1975. ! The 95:5 ratlo

-

averaged over all States changed for - 1 72 to 1.67, and the coeff1c1ent

~“"of variation changed from 16.87to 16.72. " These ‘are” Slmple averages over all

-

/
. {/




Table 1:  Within-State Disparities, 1975
(Ranked by 95:5 Measure)

95:5 'Percentile- {mfficient of Variation

| il
‘.« State | . . 1975 Change* . 1975 _ Change*
. : ‘ - : “-
Georgia- 241 . 30 0.28 ' 40
N Connecticut vo2.29 _ . 3 0.21 . =9 -
Massachusetts S 2,17 -12 0723 ., : 21
. California - . \i.oz -9 . 0.21 ' 0.
Vermont . 1.99 - . =41 0.21 -~ _ -45
Montana 1.97 3 0.21 11
New Jersey - © . 1.95 1 0.20 0
" I1linois . -1.90. -7 . 0.22 -4
Tennessee 1.90 -1 0.21 -9
Kentucky 1.86 8 0.20 s 18
¢ New York 1.85 = 13 " .0.23 44
. Washington . .7 1.83 . 10 0.18 6
Wyoming S - 1.82 16 0.21 - 24 -
Mississippi - 1.80 - 5 g 0.17 0 -
Texas: | 1.79 -6 0.20 -13
Arkansas 1.78 -9 0.18 0
- New Hampshire 1.78 -5 0.16 -6
: Ohio ‘ ©1.78 0 0.20 -5
» Virginia- 178" g 7 / 0.27 23
c Colorado 1.77 & 1 0.18 .13
‘Maryland . t 1.77 11 0.20 " 43
. Missouri 1.73 -6 0.24 -4
Nebraska o 1.73 6 0.19 27
Arizona - : 1.71 -9 0.17 -19
Michigan 1.711 =5 0.17 -11
Delaware 1.70 -7 0.18 13
" Maine ' 1.67 ©0.16 0
Kansas - 1.65 -11 0.14 =36 -
South Carolina '1.65 -1 0.14 8
Minnesota 1.62 11 0.15 15 -
. Wisconsin - .1.59 -1 .0.16 - 0
*  -. Rhode Island 1.58 -10 0.13 -32
' : Pennsylvania 1.57 . ) 0.17 6
North Dakota . 1.53 -22 0.14 -18 F
* Idaho : : T 1.8l 1 0.16 - 33
North Carolina ~ 1.51 1 012 - .0
Oklahoma 1.51 -10 0.20 0
Indiana 1.50 -6 0.13 i -7
Oregon . 1.50 0 0.14 . 17
South Dakota ° 1.50 o ~12 0.13 -28
West Virginia 1.49° 0 0.15 . -7
Alabama 1.43 0 0.12 .0
New Mexico “1.41 < 7 0.13 -7
Iowa . 1.3 -26 0.09 ' -50
Louisiana - 1.32 -1 0.10 11
Florida 1.30 -15 0.90 © =31
~ Alaska 1.29 -1 0.16" . 100
Utah 1:.27 0 0.09 0
i Nevada 1,18 -1 0.07 -13
. Hawaii 1.00 0 0.00 0

S %1975 - 1970).¢ 1970 e
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',States, and different results are obtalned when each State s dlsparlty 1s'
weighted by 1ts enrollment.' For example, the WE1ghted average coeff1c1ent
ﬁof varlatlon was 17 92 in 1970; this is substantrally hlgher than the - -

_ unwelghted flgUre of 16.8, 1nd1cat1ng that d1spar1t1es were somewhat creater

. in the larger States. And the welghted average in 1975 was 18. 36, 1nd1cat1ng |
that, natlonally, dlsparlty has not decreased. .

| Thus far, the study has descrlbed dlsparltles without addresslng

'mthe questlon, How much dlsparlty is too much° One source of guldance is a-
crlterlon set by the Offlce of Educatlon in determlnln; how a State can
-quallfy to be- able to count Federal 1mpact a1d as State a1d [11] The
State must be operatlng an effectlve school flnance system, when effectlveness

'.: 1s determined by whether or not its 95: 5 measure shows a dlsparlty no‘ greater

. .; . than 25 percent. Accordlng to the results in Table I, onl§ "two States,

:_Hawall and Nevada, could meet thlS requ1rement 1n 1975. Thl Oﬁflce of

. Educatlon test excludes from the dlsparlty test the spendlng made for ;
special needs whlle the present study has not separately identified such
funds. Moreover, these results are based on approxlmate measures and on a
sample of dlstrlcts. Nonetheless, 1t is d1ff1cult to belleve that more

gpre01se measurements would result in more than a handful of addltlonal States

: quallfylng in 1975; . ;
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-
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III. -The Inc1dence of D1spar1t1es Gainer§ and Losers

" The analy31s 1n the precedlng sedtlon portrays the extent’to Whlch :
overall dlsparltles are be1ng reduced. This 1s of course not the only
cr1ter10n on whlch to Judge the equ1ty of a partlcular school finance
arrangement. A pr1nc1pa1 fault found by Stéte courts is that the 1eve1
| of per-pupil resources depends on the ability of loca11t1es to ralse .
' revenues to support educatlon- we therefore want to examine the 1n01dence
. of d1spar1t1es in places that Vary in 1oca1 wealth per pupll. Other
- issues arise in connectlon with the c1t1es. Many ‘have argued that
:redlstrlbutlon of educational resources to e11m1nate the effects of
;.propertyrwealth would,harm the_c1t1es, hecause ‘these areas generallly have'
~ high property-eealth 1 | T R

D1Spar1t1es and the Ablllty to Pay '

For th1s analysis each State's student populatlon is d1v1dea 1nto
the 25 percent 1n d1str1cts w1th the lowest property valuatzon per pupil,
the 25 percent in districts w1th the hlghest property valuatlon, and’ the_ '
.middle 50;percent [12] For each group the level of expendltures is
calculated relatlve to the State average In 1970 averaged over all
States, chlldren 1n low—wealth dlstrlcts recelved 88 percent of thelr State '
”average, the mlddle 30 percent receive 98 percent, and chlldren in hlgh— i
wealth dlstrlcts recelved 114 percent of the" average. By A975, these
f1gures had changed sllghtly, to 90 99, and 111 percent, respectively. ’

51mp1e index of a.State's wealth—related_drsparlty can be:

'calculated by dividing expenditures in the high-wealth quartile of students
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by expenditures in the 1ow%wea1th,quartile7 Table II shows the wealth-

related expenditure disparity in 1975'and the percentage change over
: . . ' . . . ’ ] B . . : . ‘
the period, The results can be interpreted by' reference to the first

entry: New York's high-wealth quartile received 1.59 times the expenditures
. o ) - s wuf -

_ of’its low-wealth quartile; this was an increasc of‘27»nercent in wealth-

r———

related d1spar1ty relatlve to 1970.’ Data for this ana1y51s are not
avallable for Alabama Alaska, Hawa11, and Louisiana. Results for
Montana and Vermont are unduly 1nf1uenced by the sample of dlstrlcts and
are regarded as not rellable. -:_'y

The States are 11sted Ain order of. decreas1ng wealth-related

"'disparltyvln 1975. The d1spar1t1es can be regarded as very severe‘[13] o

In 0nly four States is the wealth advantage 1ess than 10 percent The_
avevage wealth-related dlsparrty (welghted by puplls) in 1970 was 1 33-

by5;975 1t was 1 30, conflrmlng that there had been some weakenlng, even

1f very sllght, 1n the llnk between expendltures and wealth. /It is

e

1nterest1ng (and not as obv1ous as mlght first appear) that the States

e

_3 w1th the greatest wealth—related d1spar1ty in '1970. generally reduced

the-dlsparlty in the flve—year perlod the correlatlon between dlsparlty

—

1n 1970 and reductlon in d1spar1ty is 58

Dlsparltles and Urban Status . "‘ _;HM=/"

Admlantrators 1n center city SChOOl»dlStrlctS have expressed a

-
e

concern that school f;nance refbrm, if almed at, remoV1ng "the link between .

i expendltures and wealth, may harm the c1t1es, wh1ch generally have more

f

than average property wealth per. oupll They argue that not as much of

the wealth can actually ‘be applled to educatlon as 1n other places because .

BT A



\xiqle II: Wealth-Related Disparities, 1975

. 3 . . :
State i . Wealth-Related Disparity b/ [ Percent Change i
New York - o 1.59 ° - .27k
e e ‘-Georgia B . 1.53 .
e 4 Virginia .- " 1.51
! - : Maryland - 1.50
: Kentucky . - 1.49 . /
Colorado ., o - -1.47 1 3
- ". Tennessee ’ e - 10414 22
-~ Ohio : ‘21,40 . - 8
' Texas e S T3 S -8
Missouri : "1.31, * -10 -
- " - : s
Califormia ‘ o103 -6
. Pennsylvania . - . ‘1.31 . -2
Arkansas . ) , . 14 30- -7
« Nebraska T - 1.%8 R . 7.
Kansas ' ) 1.27 . . . -o-11 R
- “ N : . ) Ve
Oklahoma e T L0126 - ’ -15
Mississippi - °, , 27 1026 o -12
Michigan . ' - 1.26 - . - -9
Minnesota = s K 1.26 13
West Virg;ni_a- o S” W 1.25 ' 1
, - .
Wyoming 1 1.23- ! ,-‘g
v < Washington 1.23 . .
L -I11inois e - 1.22.- - -13 ¢
Indiana . : 1.22 . 3
. .. Arizona > .21 ) - -15 :
Rhode Island 1721 -9 -
New Jersey 1.2) - 8- -
North Carolina . 1.20 17
Massachusetts 1.19 -6 g
Oregon -1.19 . 13
. . , Delaware 1.18 _ - =11
: " South Dakota 1.18  _ . 4
. South Carolina 1.17 ; -10 ) .- -
Florida , 1.16 .. -11 :
. Maine 1.15 -6
Al
Idaho _ ’ . ° 1.14 . 0
New Hampshire B 1.14 .o ' 6
Connecticut 1.13 R T =22
} . Wisconsin e 1.12 -6
: Utah - : 1.11 -2 .
), North Dakota 1.09 -16 '
. Towa - 1.09 & 8
. Nevada - 1.05 : - 6
New Mexico 1.03° X -21

a/’ Data unavailable, incomplete, Oor unreliable for Alabama, Alaska, Hawaii,
Louisiana, Montana, and Vermont. ' ’

b/’ Disparity ‘is calculated as the expenditure level in the high-wealth
+quartile divided by the expenditure level in the.low-wealth quartile.

“ 3

¢ i
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cities bear dlsproportlonately higher burdens for other mun1c1pal

“functlons. They also argue that a comparlson based on expendlture is

open to questlon, because it does not take into account the higher. costs :
!

of - educatlonal resources in the cities. Two questlons of 1nterest are
exam1ned= How do expendltures in center c1ty districts- compare with

expendltures in other dlstrlcts, and what is’ the apparent wealth in thesel_

L
s

places°- S . e .

Table III shows expendltures in 1975, relatlve to the State average,

in center—clty dlstrlcts in- Standard Metropolltan Statistical. Areas (SMSAs),

other d1str1cts in SMSAs, and d1str1cts not in SMSAs. In 1975, centerf

V'
i
!

_c1ty d1str1cts spent 8 percent more than the1r State average; other

“ﬂdlstrlcts in- SMSAs spent at about the State average, and districts not

in SMsSas spent about 4 percent less than the State average. The average4
expendltures in center-01ty districts m1ght be thought to be affected by
States such as Montana that do not conta1n the large c1t1es normally
assoc1ated w1th the problem of urban schoollng. If we d1rect attentlon

to the 27 States that contain at least one of the 100 largest c1t1es, the

center c1t1es still spend about 8 percent more than the State average.

It must be recalled here that the resource measure employed

s not sensitive to differences between tirban and other places 1n the

cost of prov1d1ng equ1valent educatlon services or to the sometlmes much

greater concentratlons of pupils requ1r1ng more than average service -

levels. Thus, a f1nd1ng that spending in center-city districts is high

~— '
elat1ve to other places may be of 11tt1e solace if their costs and needs :

are even.greater. The estlmates of change, on the other hand, are much

6

| X



Table III: Expenditures, 1975, in Dlstncts of Varying Urban 'I‘ype
(Expendltures Relatlve .to the State Average)’

———

Center C1t1es n 'SMSAs Other Distncts in SMSAs Districts Not in SMSAs

State ~ 1975  'Percent Change 1975 . Percent Change 1975 Percent Change
‘1) . (2) (3) G (5) 6) -
Alabama 1.02 -2 1. 03 -4 0.98 * 0
Alaska . . . .- 1.00 0
Arizona 1.01 -14 0 99 1 . 0.98 10
Arkansas - ,1.17 -5 . . 0.9 2 . 0.98 1
California 1.08 - -2 ~0.98 0 *0.98 0
Colorado 1,16 5 0.96 1 0.91 -7
Connecticut - 1.03 2 1.01 -1 0.94 2
Deélaware 1.27° o2 1.01 -2 0.90 5
Florida 0.97, 4 1.04 1 0.96 1
Georgia 1.24 1 1.06 2 0.86 -4
Hawaii / 1.00 0 # *
Ida}'io/' . 1.21 9 *0.83 2 0.98 -1
I11indis 1.15 4. 0.98 - ~-1 0.85 0
Indlana 1.07 -2 0.95 -1 ° 0.97 1
Iowa 1.01 -13 0.97 3 1.00 4
]\.'msas : 0.98 . 8 0.94 ' -4 1.03 -2
,l\entucky *1.14 -9 1.20 7 0.91 0
/ Louisiana . J1.01 -5 1.01- -3 0.99 2
/ Maine 0.99 -3 1.11 ° -3 "0.99 1 ~
/" Maryland - 0.83 -13 1.08 - 3 0.90 6
v —Massachusetts- - —1714-— TGS T (797 T e ~0.90 - Y A
Michigan 1.0 - S .02 - -1 0.93 8
. Minnesota 1.17 10° ' 0.97 -4 0.97 0
Mississippi *1.29 -4 : *0.93 -1 - 0.98 0
Missouri ©1.06 - 10 1.05 -5 0.91 2
Montana 1.10 15 0.82 =22 0.97 -4
Nebraska -1.00 - 1. 0.90 0 - 1.02 0
Nevada 0.98 -7 0.98 3 1.07 -2
New Hampshire 0.95 0 0.90 -9 1.02 1
New Jersey T 0.94 3 l1.00 . -1 - 1.01 2
New Mexico 0.98 0 x -1.01 0
New York 1.17 13 0.95 - -6 0.79 -11
North Carolia 1.15 0 1.00 9 0.95 -2
North Dakota *1.22 -8 *0.99. = -4 0.98. - 2
‘Chio 1.14 -1 1.00, -1 0.86 -4 .
Oklahoma 1.09 -3 0.94 = -7 0.97 -2
Oregon 1.08 10 0.98 -2 0.97 -4
Pennsylvahia 1.09° -6 1.00 ' 1 0.90 1 - .
Rhode Island 1.12 - 4 0.93 3 1.02 3
~South Carolina *1.28 - 15 0.98 ~ -4 0.99 " 1
South Dakota 1.03 -5 *0.94 -16 . 1.00- 1
Tennessee - 1.21 -2 0.99 -14 0.89 "7
Texas 0.99 1 '0.98 -3 © . 1.04 -4 ¢
Utah - : 1.07 2 0.95 -1 1.08 . 3
Vermont LK * - o _-1.00 0
Virginia 1.10 4 1.11 4 - : -0.85 -10
Washington 1.19 1 0.98 -3 0.91 5
West Virginia *1.10 -8 1.13 - 1. 0.95- 2
Wisconsin 1.09 8 1.02 - 4 0.93 -1
Wyoming * * T 1.00 0

* Less than 10 percent of the S__tate's pupils are in districts of this urban type.

.
.
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ga1ned in, and dlstrlcts not. in SMSAs generally galned._ Of’course, it y

‘ of a district's ab111ty to support educat1on. Tb test thlS thes1s, ﬁ

@ ' ,
less affected by the lack of sen51t1v1ty to these factors. Overall,‘

center c1t1es ga1ned 1n about half the States and stayed even or lost

“in the others, other d1str1cts 1n SHSAs lost 1n more States than they ;

o "

is™ necessary to view galns and losses from the perspectlve of status 1n
1975. The center c1t1es in Ohlo, for 1nstance, dld not lmprove thelr .v/

-status- but the1r 1975 expend1tures were 14 percent h1gher than the State

e

average.

The second issue of 1nterest in center—c1ty d1str1cts is the extent

© -

to wh1ch property—valuatlon per pupll may present a m1s1ead1ng estlmate
/

"“*‘property valuatlon was- calculated w1th total populatlon as a base. fs

T

an 1ndlrect and approx1mate surroaate_of the burden of- mun1c1pa1 /
funct1ons other than educat1on. The use of total populatlon as a/base
con31derably d1m1n1shes the apparent wealth advantage of. c1t1es./ In

_Oh1o, for example, center c1ty d1str1cts have 11 percent more: property

-

'”°valuat10n per pupll than the State~average, but 13 percent less ‘

<

property valuat1on per caplta. The use 1n th1s compar1son of/%otal
populat1on as . a base does not 1mply that 1t is preferred to ﬁhe better
known measure of valuat1on per pupll- it simply demonstrates the sgns1t1vity

of results to the measure selected. | -




' lV;j.The Costs'oflEurther Equalization_'
o The th1rd questlon addressed here is, What are the costs of

: further reductlon 1n d1spar1ty in the utates7 The costs depend, of
’ course, on: the extent of dlsparlty that 1s to be tolerated but the extent.f
| of perm1SS1ble dlsparlty may depend in turn on perceptlons of what can |
;be afforded For these reasons the costs of reduc1ng d1spar1t1es have
been calculated for several levels of d1spar1ty lhe method is to

1ncrease spendlng in lowespendlng d1str1cts (holdlng others constant) _

untll a speclfled value of the 95 5 ratlo has been reached [14] Table IV,':
: shows the. natlonal costs of reduc1ng dlsparltles in 1970 and 1975 to 1. 40,,
1. 25, and 1.10 for the - 95 5'.ratio; costs are expressed both as dollars

and as percentages of the natlonal budget in each year.

Table IV. Natlonal Equallzatlon Costs, 1970 and 1975, :
s at Selected’ Dlsparlty Ratlos .

95#5 DiSparity Ratio-

T.40, | 1.75 IO o«
1970 | o - -
 Bq. Cost (SM) .‘ 1,259 . 2,804 6,005
01970 Budget - 4.4 . 10.0  20.8
“1975 B o o f’, |
‘EBq. Cost (SM) 2,552 % 5,801 . 10,201 -

% of 1975 Budget . 5.3 -11.1; o 21.4

Natlonally, the costs of levellng up to a d1spar1ty ratio of 1.40
in each State would have been $2. 55 bllllOn in 1975, and the costs to -

' achleve_the Office of Educatlon s dlsparlty test of-1.25 woulg ‘have been

Py \




;$5 .4 b1llloP It is noteworthy that, of the $2 55 bllllon requlred
- to decrease dlsparlty in each State to 1. 40, approxlmately 32 percent
ars accounted for by the natlon s two most populous States, Callfornla
C e and New York, whlch together enroll some 16 percent of the natlon s.
| elementary and secondary school students. j h
- The costs of equallzatlon have of course increased from 19"0 to
. 1975, the largest part of the 1ncrease belng attrlbutable to 1nf1at10n. ’

“The more meanlngful flgures 1n the table are the equallzatlon costs in

'_ each year expressed as a percentage of budget in the year, whlch 1n effect .

S

~ .

'cancels the lmpact of 1nflat10n. In all three cases this percentage in
"_ 1975 is hlgher than 1n/1970, conflrmlng the ev1dence presented earller.

For the natlon as a whole, relatlvely 11ttle change has taken., place in

overall dlspar1ty durlng thlS perlod




L the level of f1nanc1a1 support for educatlon.

»

-~ 7 V. Changes in the Reform"States'h

-

:—-\_" o

T

'”*TWenty States have been” des1gnated "reform" States as a result of

j‘ R T — o
I et ¥

leglslatlve changes 1n the1r school f1nance programs in the early

19705 [15] Several forces led to reform, though not allcexlsted in -

P

every State or carr1ed equal welght In’ several of the States, challenges

‘to ex1st1ng programs 1n State courts hlghllghted d1spar1t1es among

school dlSt[lCtS in expend1tures for pup1ls and in tax: burdens for

res1dents., These d1spar1t1es often stemmed’ from wide var1at10ns in

\ "

| ?local wealth, a major source of revenues -for f1nanc1ng publc1 schools.

- *

In some States, leglslators\became conv1nced that ex1st1ng school a1d '

formulas could nto ‘survive Jud1c1al scrut1ny. Elsewhere, the grow1ng

' res1stance to property taxes\led to demands for property tax rellef

-4

F1nally, reform in some States stemmed from an\lncreased awareness of

\

def1c1enc1es 1n school aid programs, partlcularly in a grow1ng concern over

- . !

Varlous mechanlsms were used, ranglng from modest adjustments in .

<,

-~

State aid to sweeplng reform packages. | Some States s1mp1y added new

_dollars t0-ex1st1ng-programs Manynadopted 1nnovat1ve programs of

school ald de31gned to neutrallze wealth dlfferences among-dlstrlcts.‘ The

concept of wealth neutrallty appeared in the form of guaranteed y1elds

or tax bases school aid programs that . allowed a State S bas1c aid to

school dlstrlcts to vary accdtdlng to each d1str1ct s wealth and tax choice.

‘ Th1s new a1d approach was. termed flscally neutral, for in pr1nc1ple the\ﬂ

llnk between a d1str1ct s’ wealth and its school expendltures was removed

o
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L A poor district could achleve any level of expendlture up to the
| maximum State guarantee w1th no greater tax effort than many wealthler
dlstrlcts. ‘ThHis type of reform was prevalent in the-Mldwest - Illln01s,
| Kansas, Mlchlgan, Ohlo, Wisconsin, and Colorado. In Malne and Montana,
supplementary a1d was provided by means of a guaranteed yleld program.
-The reformrln Connectlcut con51sted of a modest guaranteed yield program,
supplementlng the bas1c flat grants avallable there. | |
LS States such as Ca11forn1a and Towa retalned thelr eY1st1ng a1d
structures but ra1sed thelr guaranteed level of” State support. Four -
.States — Florlda, Indlana, New Mex1co, and Utah — 1ntroduced pupll
_ welghts 1n thelr f1nanc1a1 a1d formulas,-to reflect d1fferences 1n '
L the cost of prov1d1ng a1d to spec1a1 student populatlons, such as ‘the
handlcappedr and d1fferences in the costs of™ certaln programs, such as’
vocatlonal educatlon. Many States enacted restrlctlve ‘revenue or
expendlture curbs’ des1gned both to 1limit growth in education expendltures |
. “and to reduce dlsparltles among school dlstrlcts.' Florlda, Indlana, Iowa,
Kansas, Malne, and New Mex1co had such prov1s1ons ‘in 1975,
b v;;The effects of these programmat;c and resource ‘changes are
| sunmarized in Table V. (New Jersey, although nominally a reform‘State,_'.
is omltted from the taole because its reform program was not funded
untll 1976—77.) Column 1 llStS the pr1nc1pal new features adopted by the
reform States, as discussed above.- Column 2 1dent1f1es the reform
States in whlch expendlture d1spar1t1es anong dlstrlcts decreased by

‘ more than two. percent on. both measures of d1spar1ty (based on Tanle I)

Column 3 lists the States that reduced wealth—related<dlspar1ty by more




- _than flve percent (based on Table II) An entrv in Column 4.indicates:p°
| .“’States in which there is ev1dence of property relief. Such relief‘is
].presumed to have occurred whenda State 1ncreased its share of State/local
frevenues and its per—pup11 expendltures decllned (relat1ve to the nat10nal
5average), from 1970 to 1975“\ In Callfornla, for example, per—pup11
expendltures decllned from 10;\4 percent of the national average in |
. 1970-71 to 95 percent in 1975—76,\wh11e in the.same.perlod the State's
share or school revenues rose from 35.2 percent to .40.4 percent. An'-
.ncrease in State support accompanled by\a relatlve decllne ‘in school *
texpendltures suggests that some 1oca1 tax re11ef occurred Where the-
'State share and per—pup11 expendltures both rose, no presumptlon of this
sort is pos51b1e. In these cases, information on tax ‘relief was . |
obtalned directly from State OfflClalS. An entrv in tqumnlS indicates
._that a. State s per—pup11 expendltures, relative to the nat10na1 average,
1ncreased from 1970 to 1975 An entry in Column 6 1nd1cates that a.
,State 1ncrea§éé its share of the State—local burden of educatlon costs.
Of the 19 reform States in the table, 10 reduced 1nterd1str1ctr
'_«wﬁ expendlture dlsparltles between 1970 and 1975 In some States the ’
Alreductlon was 1mpre551ve. In 1970 only one reform State, Mlnnesota,
bad shown an expendlture dlsparlty ratio of 1. 50 or less. By 1975,
_flve reform States could be so cla551f1ed- Florlda, Indlana, Iowa, New
Mexico, and Utah :But four other reform States were among the ten in

" the natlon w1th the greatest dlsparlty in~1975: ;Callfornla, Connectlcut,

<1111n01s, and Montana. ¢ o

+
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Table V: Principal Bfets and Y of Aceving Reoms, 100 - 975

|

Principal New -

. Redced Bp,  Reduced Wealth Clressed 0 Incressed
State Progran Peature arities'a/ Related Disparity b/ Tax Relief /- Education Bxp, &/ State Shave ¢/
- 0 (IR O N ) B (6) -
* Arizons  Fomdation Aid e jx j X X (3)
 Glifornia ~ a0 | - { X L X (%)
Glorady - Quranteed Yeld  + - X FOE
Comnecticut  Add-on Guaranteed Yield X X x (1%)
Florida " Pupil Weight / x| x ' o
" Illinois Guaranteed Yield (optioné}) X | X x (8%) :
Idme  Ppilleigtf . x . ’ x (8
Iowa B A X f' | x (%) o
 fansas Gomed Yield /x|y ¢ x (139
e M Germted Vild x v {13)
> Michigm  Garanteed Yield . X j X X (8%)
o MiIH]ESdta o e . { - x(lﬂ%)
oM Ko Deratest Yild T oy X () g
Mev ecico Pl Height £/ X / x. o |
Noth kot~ - X X 1k X (134) gf
o | Guaranteed Yield X b X (84 ‘
Texas - - | X X f X L
Utzh | Pupil Weight " 1 X X (%) ‘}
Wisconsin . - Guaranteed Yield / ..... X X X (%) -

4 Both measures of disj)arity In Table T decreased by o or nore percent, -
b/ Wealth-related diSparity decreased by five or rore percent (Table- ),

"

¢/ Figures in parentheses refer to inreases in percentag
B/ Rigid rate or levy ceilings on district expenditures,
-3/ Comty revenues for education are now counteq as, part of

-

t
|

¢/ AState is classified as having provided property tax relief if total per-pupil expenditures (
the national average did not increase and if the State's|share of -expenditures increased between 1070
. information on property tax relief was obtained directly!ffom State education officials,

d/ State edication expenditures relative to the national average increased betveen 1970 and 1075, ' . o
e share of education revenues from the-State, between 1970 and 1975, - | 80

fron non-Federal sources) relative to
iind 1975, For some States

he State contribution in Montana and South Dakota, . .



In 1970, reform States as'a group- had larger wealth-related . f.L /
d1spar1t1es than non-reform States' by 1975, reform States had reversed -
the 51tuat10n.[16] Of the 18 States for wh1ch data are deemed rellable
(excludlng Montana), 13 reduced wealth—related dlsparlty by more than
five percent and Iowa's wealth—related dlsparlty, although 1ncreas1ng,

_was Stlll less than lO percen Among the .reform States, New Mexico
dcame closest to ellmlnatlng the gap between wealthy and poor d1str1cts, e

it reduced the wealthy dlstrlcts' advantaqe to three percent. -The

next most successful reform States in th1s respect were Iowa and Nbrth
iDakota where the expendlture advantage in wealthy d1str1cts was less

: than lO percent in 1975.

Eight reform States'madé at least some/progress on;both‘egualfzation'
goals: Arizona, Florlda, Illln01s, Kansas, Mlchlgan, New Mex1co, North
Dakota and Texas. Three reform States made no 51qn1§1cant progress
on elther equallzatlon measure: - Col orado, Mlnnesotal and Utah Three

: Statesv—m Callfornla,‘Colorado, and Ohin — were 1nvolved 1n lltlgatlon;
following the enactment of their reform laws. 'ﬁhe California Supreme

<

Court, under a continuation of’the landmark-Serrano .case, rejected.-“' -
that’State s reform law 1n 1976, and new leglslatlon was enacted in 1977.
- Cases in the other two States are Stlll pendlng. e,
Reform prov1ded tax rellef for 11 States ‘The reform laws prov1ded
new State money, wh1ch was in large part channeled to property tax
relief programs. In eight of these States per-pupll expendltures |
"decl1ned relatlve to the nat10na1 average, suggestlng that property tax -

relief occurred.at the expense of the education program. On the other hand,

. . - . . 2
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“all States providing tax relief except'Colorado’and Minnesota managed

tO'improve‘on one"or both of the equalization measures., .
Ten reform States increased their pérﬁphpil expenditures,

relative to national average spendingn over the five year period. Of
these, Arizona, Colorado, nE‘lor‘i'da ' and Kansas showed the largest increases. [P

In 1970 these four States spent - well below the national average. Five

i.

years later, under rev1sed ‘State programs, they were spending at about

the national- average or above 1t °/Except for. Colorado, these States also
/ -

managed to reglster some 1mprovement on the equallzatlon measures.

'Kansas also prov1ded some proper_y tax rellef and was the only. reform >'ﬂ.'l

- three States made progress toward equallzatlon objectlves - Florlda and e

.reliance on local revenues by 1ncrea51ng the locally required contrlbution

/ ©
State to have done so whlle both 1ncrea51ng its spendlng level and
making some progress in equallzatron. : ] o , _ S

Most of the reform States 1ncreased the State share of total

educatlon revenues [17] The exceptlons are Flor1da, New Mexlco, and Texas.

In local F orida and Texas the reform laws were de51gned to 1ncrease

to the‘basic support program. In New Mex1co, districts weré permitted
to count some Federal revenues toward meetlng the locally regulred : /
contrlbutlon; in addltlon, a un1form local . property tax was imposed " o/

that- further increased available local schoolﬁrevenues. Because these

New Mex1co u@ing among the States maklng the greatest progress — these
remarks mlght be thought to suggest that unwarranted attentlon has
been glven to the role of State -share in equallzatlonq In ract ‘there is a

role, but it 1s not the ch ange: in State share as much as the propgrtlon
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-'of the State share.‘ States that assume a hlgh share of total State spendlng

.’

Y

.

are generally,also those w1th less d1spar1ty [18} . S i

_‘.-..

ch' fi; In summary, States traded off among reform goals. -Often,', S ‘-f?'
s1gn1f1cant 1mprovements 1é equallzatlon were accompanled Dy decreases in-

JV spend1ng (relatlve to nat10nal patterns) and were not accompanled by

\

V_ T“ property tax rellef._ Tax rellef was oftennobtalned at’ the ekpense

of expend1tues for educatnon or 1mprovement 1n equallzatlon. Iﬁ other
f-'.r"' e‘ \‘ Lo -
States, 1ncreased expendltures.for educat1onxdxd not. lead to 1ncreased

equallzatlon. In terms of expendlture d1spar1ty,-fhe pattern is mlxed
i

w1th some Improvements and some retrogress1on‘»1n contrast, wealth—relateo

o
LS

: N
\ ".-. R

dlsparltles were generally reduced\ln the reform States.
.- B o/ ‘._ SN
.;fgi ; ' The States used a varlety of mechanlsmsj and no one formula can

i

Nt N ‘k-"

be 1dent1f1ed as a preferred or‘more effectlve vehlcle for reform.

'
b s

. '?. .

L Although the presence of rlgld rate or ievyjcelllngs appeared to be

somewhat assoc1ated w1th reduced educatlonal d1spar1t1es, it t is -

s
e

equally clear that 1n most States a more 1mportant factor contrlbutlng

ng;' to meanlngful reform was the commltment of addltlonal resources for}

‘o . T
v

educatlon.(‘wlthout addltlonal tunds, any refdfm other than resource

Al ‘l

redlstrlbutlon seems £o" have been v;rtually 1mpos§1ble.
- b ’.__ . L- ..,_.’.,..u.:_. ; ‘ o . o r,‘J ‘(_:7 v .

._~. . - ‘. - : . .' . -0 . ! 1. ‘r.‘
.;‘lf; _ We Lurn now to a: d1scuss1on of the school f I%nce program in each
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i
Pr1nc1pal Features of Reform in Each Reform State

Arlzona altered 1ts school a1d program 1n 1974 by consolldatlng its .
substant1al flat grant sub51dy w1th its equallzed a1d program thereby -
1ncrea51ng'the port10n of State funds d15tr1buted through ‘an
equallzzng foundatlon aid formula Theuannual budget increase for

‘each dlstrlct is limited to 7 percent of the StateW1de average.( _ o
This provision. g1ves low—spendlng‘dlstrlctS'the opt1on of ra151ng their
'budget for the subsequent year by more dollars than- the h1gh spendlng
d15tr1cts wh1ch are constralned by the 7 percent StateW1de average
However d15tr1cts may vote to 1ncrease this 1eeway, Wthh can reduce
the equallzatlon aim of the budget ce111ng
| Arlzona was ‘successful “in reducing d15par1t1es by |
"channellng a greater share of the basic. support program through an
equallzatlon formula Contr1but1ng factors were the new expendlture 1id
~as well as the 1ncreased fundlng Yor the programs. Because substantlal,
‘amounts of new monies were prov1ded pupll educatlon expendltures Trose p
$from $808 or 94.1 percent of the mean natlonal expendlture in 1970-71 to
7$L,ﬂ15°or lOl.9 percent of.the;mean national expned1ture'1nq1975-76.' h .-
The State‘sharé of education revenues increased modestly‘during the’. |
B period‘from 44 6'percent'to 47'8 percent. | . The reform legislation had“a_
: pronounced effect on low wealth districts, which experlenced a relatlvely

greater growth in expendltures than did-the med1an or h1gh wealth d15tr1cts..
N L : f ’

ol
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.California. The reform leglslatlon, S.B. 90, falled to lmprove

: lthe State 'S equallzatlon pos1t10n and. was rejected by the State Supreme
' Oourt as 1nadequate in the second Serrano ‘decision. Equallzatlon a1d more
- than doubled between 1970-71 and 1975-76 in CUrrent-dollars while,the flat
grant payment of $125 per pupil remalned unchanged. - A revenue limit is in
effect which curbs the growth in districtJrevenues to a'percentage fbgure

- set by the State. Desplte these features, the program falled to lmprove

nequallzatlon for the follow1ng reasons./.(ls\EBEtlnued*heavy—rellance on
unequallzed local revenues reduces the equallzatlon J.mpact of the State
equallzatlon program. (2) The flat grants srphon substantlal sums of State :
nDney (an estlmated $633 mllllon in 1975-76) w1thout changlng expendlture '
'.drsparltles 1n the State. (3) T@e revenue llmlt allows the same percentage )
change in drstrlct revenue for all dlstrlcts, whlch converts to more 4
‘-dollars in hngh—spendlng dlstrlcts than 1n\low—spend1ng ones. (4) The
pOSSlblllty for unlimited- voter overrldes reduces the equalrzatlon thrust
of any revenue llm;tb ‘ | |
| The growth in per pupll expendltures in California did not keep
pace w1th nat ional changes. In 1970-71, Californla spent $879 per pupil
cor 102.4 percent of the natioralnaverage; by 1975-76 per pupll expendltures
‘amounted to $1, 320 or 95 l percent of the natlonal mean. However, the
Stute share of school revenues rose from 35 2 percent to 40 4 percent |
3 by 1975—76, which suggests that some property tax rellef occurred When
dlStrlCtS are grouped by wealth the pattern of expendlture changes was
remarkably stable for the. flve-year period, except that. h1gh wealth dleIlCtS:

lost some.ground. -Th1s~group-was probably constralned by the State_revenue

- -~

Y e




;-change perceptively expenditure patterns when districts'areigrouped by,

)

/,'

L

limits where overrides were'rejected by voters. The reform law did not . °

urban type. T ST

®

E Colorado prov1ded substantlal new money - for educatlon which more than

R
doubled between 1970-71 and 1975~76. However, Colorado s reform program '

~ N

1
was hampered in part: because ex1st1ng revenue dlfferentlals among school .

-

d1str1cts were: frozen 1nto the aid. d1str1butlon system. The State
guarantees a tax base per pupil with the- max1mum equallzed mllls guaranteed

to‘yleld the.authorlzed revenue base (ARB)-for each d1str;ct. ARB‘ls the -

Kl

. revenues raised by a“districtxfor.the equalization program in the previous

year plus any State allowed percentage 1ncrease._3A substantial flat

grant 1s included in the equallzatlon ent1tlement program s1nce no d1str1ct
B -"*‘“‘-—”\ \ D
receives less than\$10 35 per mill per pupll, regardless of d1str1ct ’

-‘wealth. A revenue 11m1t allows lowuspendlnc d1str1cts a greater percentage

1ncrease'1nvauthorlzed reVenue growth over the prev1ous year than it does -

_for the hlgh-spendlng d1st51cts (112% down to 107%) Desplte th1s cap,

the revenue bases of the blg spendlng d1str1cts were able to. produce'””h“”“wkm

y . «

enough new dollars enabllng them to ma1nta1n or even 1ncrease the dollar

4
]

_spread in: revenues among dlstrlcts.v D1str1ct voters also have an un11m1ted .

- i -’

overr1de optlon whlch can. enhance 1nterd1str1ct d1spar1t1es. °D1str1cts are

L -

s also unrestr1cted in the amounts that can be raised outs1de the equallzatlon

-
-
-

program. In Colorado, hlgh and 1ow wealth d1str1cts made modest galns

4

1n relatlve expendltures during th%s perlod whlle medlum wealth dlstrlcts

-

lagged sllghtly behind: When districts are compared on the bas1s of urban'

-~

type, the center c1ty of the State s SMSA (Denver) was’ the blggest galner

whlle the rural d1str1cts appear “to have lost _some ground SR P
. n', . . ‘v‘ k- - . . ¢ ) z_- ‘3;»5; , R ‘— N E -
e .n~l) ' - ' e . . . ':.v - » :
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The new program failed to reduce expenditure disparitiesr Nevertheless,
.- A ] .
average per pupll expendltures 1ncreased sharply, r1s1ng from $780 or.

o

90 9 percent of the natlonal mean in 1970-71 to $1, 422 or 102.4 percent.of

~the*nat10nal average by 1975—76 At the same tlme, the State share of revenue

grew from 30 3 .percent to 39. 8 percent. ‘A,State off1c1al has 1nd1cated that
substantlal property tax re11ef occurred in low—wealth d1str1cts |

Connect1cut enacted in 1975 a Supplementary program of~State E o

equallzatlon a1d wh1ch guarantees the tax base of the . town at the 85th v/

percentlle. A town S wealth base is modlfled by an 1ncome factor, amely

the town S. med1an famlly 1ncome. In add1t10n, the- wealth base ‘is calculated

on a per caplta rather than on-a per pupll bas1s. In its f1rst year of ' - -
- ﬂ v . -

operatlon, 1975—76, the pr ram S- fund1ng restr1cted each town to a maxrmum ve T
' of S percent -of its flat grant ent1tlement of $250 per pupll 'As a result,

143 out of the/169 towns rece1ved supplemental a1d equal to $12 50 per

_pupil. Thepfundlng for the program is provided by an "Instant Lottery“

‘which 1s scheduled tw1ce a year in- the State. . "f.- |

Educatlon expendltures per pupll have grown in the State, regardless

- -

of - the supplementary equallzatlon program r1s1ng from $997 or i1e. 2 percent ”if h

of the mean natlonal average 1n‘1970—7l to Sl 659 or 119 5 percent of the

-»natlonal mean in 1975 76. State revenues wh1ch accounted for 26.3 percenbt

A

"in the earller year rose’ sllqhtly to 27 7 percent of the total Connectlcut _:

o . ] .

ﬁ L
. cont1nues to rely heav1ly on local resources for 1ts educatlon program %

- <.

Florlda enacted ma]or changes in’ 1ts school a1d program.ln 1973,,“

“~
A\ 1 E]

the purpose of whlch was to guarantee to each pupll educatlonal programs_ . _; , G
-2 ~ . N - R

. 'approprlate to hls needs and substantlally equal to those avallable to

e - . - ‘ ¢

: \ h

- - ~ e
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A

‘'similar students regardless of geographlc location and d1str1ct wealth N

\»

s .\.

In calculatlng State a1d, pupll welghts were 1ntroduced for pupils 1n ‘the

regular, spec1al and vocatlonal programs._ Locat10na1 features were
'recognlzed through a cost of 11v1ng adjustment, a feature whlch is stiil

_unlque in State a1d programs.' DlStrlCt wealth d1ffer°nres wer~ mJalmlzed
”by plac1ng a rlgld 1id on the amount of leeway dollars that could be ra1sed ';'W W
: locally wthh were_llmlted‘to;l.707 mllls,_follow1dg a,serles of changes

in’ the law. : '7 e T\(

As a result of the addltlonal funds made avallable for educatlon,

"‘fFlorlda s mean expendltures rose from $776 or 0. 4 percent of the natlonal ;
ER .

i'. average 1n 1970—71 to $l 381 or 99 4 percent of the natlonal average in |
1975-76 , Interestlngly enough the State's share of the avallable revenuesr
' 1nclud1ng Federal revenues for educatlon fell sllghtly from 56 0 percent
'1n 1970—71 to an estlmated 54 6 percent in 1975—76 : Indeed the. data m~.

'1nd1cate that the (relat1vely) higher level of fund1ng was due to increased

- !

'local contrlbutlons to the foundatlon progranl ZIn 1971—72 the locally
requ1red mlllage'levy was 4. 5 m1lls. 'Under the new program 1n l975—76 th1s

'.'requlrement had rlsen to 6. 2931 mllls. Th1s 1ncreased chargeback requlred the'

~d1str1cts to f1nance a larger share of the foundatlon program. Desp1te th1s

[}

-1ncreased local f1nanc1al contrlbutlon, the State prov1des relatlvely more

o . "'Eunda ‘than the natlonal ‘mean State contrlbutlon The State s 1mproved

_ equallzatlon p051tlon probablv stems from the local leeway.mlllage rate " Ny

[

11d currently in effect , f' ) S .

e
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"m'progranu'known as. the Resource Equallzer However, school dlstrlcts .

The growth in. expendltures anong dlstrlcts var1ed 1nversely'w1th

' dlStTlCt wealth Wthh is. further ‘evidence of Florlda's progress towards

- \

equal1zat10n When compar1sons are- made by urban type, 1t becomes clear

_that there were no losers in the. State expendltures grew only slightly

faster 1n the SMSA's c1t1es¢than elsewhere

Illln01s was one of the first . States to enact a guaranteed yleld

:'retalned as._an optron applylng for State aid under the ex1st1ng

-f‘foundatlon program “Under the foundatlon aid optlon the guarantee

P

level of $520 was retained. In add1t10n mlnlmum aid of $60 per

(<)

' elementary pup11 and $75 per h1gh school puplls were gua*anteed under

'"'-elther aid option. The new formulas prov1des ‘a varlable pupll weighting

' ‘for lltle I e11g1ble puplls Under the guaranteed yleld programs the B

‘State guarantees a tax base of - $42 000 for K- 12 dlstrlcts for lev1es‘ i'

up to 30 mllls a tax base of $64 615 w1th a rate limit of 19 5 mllls

; "‘for K 8 d1str1cts and up to 10.5 mllls on a tax base of $120, 000 5«\_

f.for 9 lZ dlstrlcts A phase in feature restrlctsxthe growth in State B

jguaranteed a max1mum of $l 260 per pupll wh11e average expendltures -

, dlstrlcts utrllze thls approach

hald to any school dlStTlCt to 25 percent of its’ pr1or year aid -

l 1rrespect1ve of 1ts calculated entltlement In. effect ‘the State '1

..s l

amounted to $l 452 in *1975- 76 ‘This new Resource Equa11zer program

. . is more advantageous for most dlStTlCtS, and nearly 900 of over 1 200

~ “\

83 -



The new Resource Equallzer program'managed to- reduce expendlture
| ; d1spar1t1es ex1st1ng in. the State between 1970 and 1975 At the- same'd
| t1me a sharp increase in State revenues for educatlon occurred rising
from 38~2 percent to 46 2 percent SuRstant1al property tax re11ef
_.reportedly occurred 1n the 1ow~wea1th districts under the resource
equallzer program - The Title I we1ght1ng added substantlally to State
\resources gomg to Chicago, where bétween the Fall of 1971 and 1975
current-expend1tures rose from $1,240 tof$l 941 per ADA . The mlnlmuml
a1d guarantee along w1th T1t1e I welghts -and 1oca1 1eeway tax opt1ons_'
w1th no recapture prov1s1ons are features Wthh tend to perpetuate
expend1ture dlspar1t1es under the l111n01s school flnance plan S
Between 1970 71 and 1975 76 per pupll expendltures as a percent
-‘of?mean neatlonal expendltures decllned from 109 2 percent to 104. 6 :
.'percent' In current dollars the change was from $937 to $1 452

I

School resources in. low wealth d1strrcts grew at a faster pace than
‘-

they d1d for med1um wealth d1str1cts nghest wealth d1str1cts reglstered

J
o

' the lowest growth ThlS suggests ‘that the 1owest wealth dlstr1cts
.benefltted ‘the most from the new State aid program When d1str1cts are

"'compared by urban type changes 1n expendltures were:ﬂalrly'conslstent

L3

. i -
- . - -

'throughout 'vf. o |

ace plan in 1975 wh1ch 1ntroduced a ser1es o~

‘ Indlana adopted a school fi
- . -of pup11 weaghts for program cost d1fferent1a1s for spec1al and vocat1onal
educat1on and a modest welght of 2 for. compensatory educatlon For
"'ﬁ1975 76, the foundatlon aid’ formula guarantee Was set at $690 Average .
‘current expendltures were $1 160 in that year and requ1red substant1a1 1ocally
,:ralsed revenues. The State sought to lessen rellance on 1oca1 property taxes

. R | . . P
e ‘.: ’ N : i . ¢ . . - &

o



by free21ng the local levies to the. lesser of a district’ s normal levy or.
.30 mllls on. the 1974—75 adjusted assessed valuatlon in each dlstrlct.,
Wlth ltS new law, Indlana succeeded both in reduc1ng somewhat

o N

fexpendlture d1spar1t1es and prov1d1ng some property tax rellef as eV1denced

) qby the growth 1n the State share of school revenues, estlmated at 32 5.

percent 1n 1970—71 and at 40. 6 percent 1n 1975-76. At the same tlme, average
_ per pupll expendltures 1agged further beh1nd mean national expendltures. “In
- 1970—71 these were $770 or 89 7 of the mean natlon;l -average- of $858

T_by l975-76 the State mean expendlture of $l ;160 amounted to 83 5 percent of
the natlonal average of s1, 388 It appears llkely then that the equallzatlon
goals and local property tax rellef were achleved in part by restrlctlng
f'the aggreg%te growth in educatlon expendltures. ’ |

“ 8 The relatlve change 1n‘resources lagged only fbr medium wealth dlstrlctsM ‘
Awhen the change 1n resources are compared among school d1str1cts. ngh -
: wealth- dlstrlcts ma1nta1ned a sllght edge. The rlgld levy controls may

have worked to the.dlsadvantage of medlum wealth sChool d1str1cts, whose

' levies ‘were probably frozen at lower levels than h1gh wealth d1str1cts. When
hdlstrlcts are class1f1ed by urban type, the relat1ve changes in revenues
‘were not pronounced |

!'

: Iowa 1s engaged 1n a lonc—term restructurlng of the’ f1nanc1ng of its "~
L

'publlc schools aimed at: ach1ev1ng State pat tlclpatlon equal to 80 percent
- of the- Statew1de average cost by 1982 ln l975—76 the State foundatlon '
a1d guarantee was set at $857-wh1ch equalled 73 percent of the State cost

"fper pup11 of Sl l74 The State foundatlon guarantee r1ses each year by

™~ >

- one percent of the State average cost as determlned by the State comptroller.

Each dlstrlct s allowable annual budget growth is. restrlcted ta a percentage

7
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-~1ncrease spec1f1ed by the State. (For d1str1cts spend1ng below the State
"average cost the allow ble growth is subject to further llmltatlons ) “A
mlnlmum State aid level guarantees to each - d1str1ct $200 per pupll
‘ . Iowa lmproved,1ts equal1zat1on 0051tlon by.annually ra1s1ng-1tS‘

‘foundatlon dollar guarantee, thereby enabllng those lowespendlng dlstrlcts
"which are poor to both 1ncrease thelr expendltures and to.rely more heav1ly
‘on-State resources. A budget lid, equal to 5 percent of. the State s average
:»cost per pupll in l975-76 placed an upper 1lm1t on h1gh— pend1ng d1scr1cts.
'Thls 11d was restr1ct1ve enough to curb the growth 1n expend1tures, for
1-Iowa S per pup1l expendltures have decllned from llG 0 percent of the

' mean natlonal average, 1n 1970—71 ‘to 104. 8 percent 1n l975—76.' The
resu1t1ng growth 1n State part1c1pat10n is apparent by f1gures reveallng 3

' percentage growth 1n State revenues for educat1on from 29.2 percent to

- 38.0 percent between 1970—71 and 1975—76.“ This’ relatlve growth 1n State
.revenues, comblned w1th theldecl1ne in educat1onal expend1tures relat1ve d
to the natlonal mean, suggests that substantlal property re11ef has occurred.

The relat1ve growth 1n resources of low wealth d1str1cts lagged

*'.“beh1nd other d1str1cts an? may be. related to' a prov1s1on in the program that-

[ ~

- restrlcts hlstorlcally low spendlng d1str1cts to a smaller percentage

'-,,:growth 1n expend1tures. Although data are not avallable to support the

» conjecture, 1t is not unreasonable to suggest that many low-wealth d1str1cts~

are also low spendors, to the extent that this 1s 'S0, ‘the restr1ct10n is
. . —i—— . ) %

_ clearly d1sequallzlng o L jj" I o e .

Kansas enacted a new school flnance program in 1973 in response to

'the:State court.rullng 1n Caldwell V. Kansas-declarlng the existing -program




uthnstitutional | The new program'guar tees a budget for each district
wh1ch is based on the dlstrlct s enrollment s1ze, 1ts current budget and its’ )

local tax effort A budget limit is -in effect whlch llmltS a d1str1ct s

v

fbudget growth to 10 percent of the medlan budget for its enrollment category

7'.Dlstr1cts spendlng below the med1an maJ 1ncrease thelr budget as- much as

15 percent over the prlor year up to the medlan budget expendlture. As a’

result, each dlstrlct has a d1st1nct guaranteed budget -level and the State

~,share of\thls budget varies by d1str1ct wealth and the local tax effort.

"yKansas is one: of the few States that 1ncludes 1ncome in calculat1ng local

.,wealth o f' e ’f

_ Kansas managed to reduce expendlture dlspar1t1es under th1s program o

'_4and»assume a greater burden of the c st of educatlon. The State share of o

school revenues rose. -from 31 2 percent in 1970-71 to 43 8 percent 1n 1975—75

I
Thls sharp rlse in State revenues prov1ded tax rellef for low wealth dlstrlcts

‘AEqually dramatlc was the growth in average per pupll expendltures, wh1ch
: /.

=

-rose from $771 to $l 475 dur1ng the same perlod, or from 89 8 percent of the

' mean natlonal average to 106.2. perlent in the later year

Durlng thls perlod the changes in resources in the hlgh wealth

“dlstrlcts laggedpbehlnd all others and may be attr1buted prlmarlly to the

".prov1s1on 1Lm1t1ng d1str1ct budget growth wh1ch is more restr1ct1ve for

A%

a hlgh—spendlng d1str1cts Expendltures grew most rapldly in SMSA c1t1es

'i when dlstrlcts were compared bj urban type S |

: Malne enacted leglslatlon whlch WAS de51gned prlmarlly to lessen

“rellance on local property taxes by 1ncreas1ng the State s share for

' f1nanc1ng publlc schools. The law exp11c1tly alters the m1x of tawes for

“.1,.‘;-. - ’/
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50 percent of the costs in 1975-76. A Statewide property tax was

$694 for elementary puplls and $l 078 for high school pup1ls under

*,1n amounts whlch varied with the sums spent by dlstrlcts 1n the 1973-7"

public school support, i. e., local property taxes and Qtate sales and

'1ncome taxes. In 1971 72, the State was, commltted to pay1ng one—thlrd

of the school costs; under the new law State revenues were to cover

enacted wh1ch provided the balance of taxes due. School prperty-taxes

_-whlch were prev1ous1y retalned by the d1str1cts were transferred to the'

State. In turn, the State forwarded to each d1str1ct 1ts entltlement of

1975 76 guarantee level. Add1t1onal allocatlons were pa1d to d1str1ct ‘

base year. The Statew1de property tax was abol1shed by a spec1al referendum |
in: December "1977. |

The 2-1/2 mll lJ.d on optlonal local leeway dolla{rs guaranteed $125
per pupil. In add1t10n, dlStIlCtS spendlng below ‘the State average are '
allowed:to raise add1t1onal local dollars up to the State average.

Ma1ne d1d not reduce expend1ture d1spar1t1es w:th its new program.

The 1ntr1cate hold~harmless guarantees undoubtedly helped perpetuate

dlsparwtles., Also, Ma1ne operates on a relmbursement basls, with State

aid based on expendltures two™ years prlor to Lhe date of a1d d1sbursements.

_ In1t1ally, therefore, d1str1cts must raise throuﬂh local taxes any amount

' el1g1ble for. State re1mbursements twe years later. In1t1a1 reliance on

local taxes may effectlvely 1nh1b1t dlstrlcts that are spendlng be]ow the .

State guarantees from 1ncrea51ng the1r educat1onal*outlays. Ma1ne is not "‘-

unlque in dlstrlbutlng its a1d through relmbursements, angd: the same

d1ff1culty may be encountered by- d1str1cts 1n other States that prov1de
a1d under 31m11ar relmbursement schedules._ B | '

, .
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By 1ncreas1ng the State share of the cost, less rellance was
placed on property taxes resultlng in some property tax rellef At the
same tlme, Maine' s average oer-pupll expendltures sllpped from 88 9 percent

of nat10na1 average, $763 1n 1970—71 to 86.2 percent in-1975- 76 when they

stood at’ $1 197 and the natlonal mean was $1,388. Meanwhlle, the State ' | Y

I'share of educatlon revenues rose from 31.9 percent to 44.6 percent

-ﬂgp the flve—year perlod, school resources grew the most 1n low‘

; wealth d1str1cts and the least 1n hlghﬁwealth dlstrlcts.. Add1t10na1

| equallzed State revenues as,well as the celllng on local leeways wEre |

probablv chlefly ;EprPSlble for the dlfferentlal growth patterns.
M1ch1g turned to a guaranteed ylelo program in 1973 in response to-

a State court de01slon (subsequently reversed) in Mllllken V. Green whlch

declared the prev1ous f1nanc1ng system unconstltutlonal The new State

; school aid program prov1ded a two—tlered aid system in 1975 76 wh1ch
guaranteed $42 40 per m111 for 20 mllls and $38 25\per mill for an add1t10na1 _

i

*17 mills. Thls toﬁal guarantee is equal to $1, 116 in State and local funds
'for any d1str1ct levying the full 27 m111s (State avérage expendltures
. per pupll were $1 366 in that year) ; A mun1c1pa1 overburdEh\Eeature pr1mar11y
bcneflts Detr01t by provldlng add1t10na1 funds for school d1str1cts with -
"neﬂ-schooluoperatlng levles 25 percent above the Statewide average;

| Michigan'sunew‘program'reduced/expenditure-disparities and increased
the State share of revenues For educatlon from 45 5 percent 1n 1970-71 //
to 51 7 percent in 1975—76 However, local tax leeways and the absence of

a recapture of any dollars ralsed in excess of the guaranteed amount does _ : "‘}

: perpetuate ome of the;expendlture gap among olstrlcts. -The guaranteed ,_Q - /

P~




.yleld program 1ndlsputed1y prov1ded property tax rellef to low wealth/hlgh

effort d1str1cts. Yet the guaranteed dollar amounts were 1nsuff101ent to

ent1ce many local d1str1cts to raisé local mlllages in order- to quallfy

'for add1tlonal State dollars. In 1975—76, out of 529 dlstrlcts, 394 dlstrlcts

lev1ed less than 27 mllls.. Between 1970—71 and 1975 76, average State per—oupll

expendltures ($937) have sllpped from 109.2 percent of the mean natlonal

per—pup11 expendlture to $1 366 or only 98.4 percent of the nat10nal

=verage in 1975—76. The data suggest thct M1ch1gan has bought propertv

tax rellef at the expense of its educatlon orogram outlays. oo R ,‘:.:i -
The guaranteed yleld program had a somewhat larger 1rpact on'the ' P,;'f 0o

lowes t wealth d1str1cts, whe resources crew the fastest Whenudlstrlcts

are compared by urban type, the SMSA center c1t1es fared the least well

‘ i

whlle rural districts showed dlst1nct galns in. sdhool expendltures;‘ The

1

' poormperformance of the guaranteed yield. program in M1ch1gan s c1t1es

probably resul\\\from a varlety of ‘causes 1r\lnd1ng those relateo to-mun1c1pal

| \ -

overburden, perhaps to a‘low demand for educatlon‘serv1ces, and even to the,

.&

urtin wealth bases themselv%QE\ N RS \" . o
_ N RN .
Mlnnesota was the f1rst State to enact school -finance reform P

'leglslatlon in the seventres by ralslng substantlally the foundatlon support

\
level to an’ amoun* approx1mat1ng the Stateglde average per puprl expendrture. :

~ The pn1nc1pal purpose of the law was to lessEh rel1ance -on property taxes

1
i

_by 1ncreas1ng ‘the State share of educat1on cosés. Property tax rellef/

was also prov1ded through a program of homesteadxcred1 ts.and other mlnbr

»

- State alds to school d1str1cts.
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y A~pminimum of .5 for each‘AFDC pupil'was added to the'distriét's

-

© pupil count ngher welghtlngs are allowed for. dlStrlCtS ‘with hlgh con-
centratlons of AFDC pup;ls. A hold harnless guarantee is also in effect.
In 1975~76 the foundatlon program guaranteed $900 (a somewhat'lesser amOunt:
or h1stor1cally low spendlng dlstrlcts; for puplls in- grades 1-6 and $l 260
for puplls in grades 7-12. . : S T ; .,
'“jjr\\ The new. fundlng program has led to a‘decrease Ln.school expendltures
w1th average per—pupll expendltures ($l 021 in 1970-71) falllng from 118 9
percent -of mean natlonal average -in 1970- 71 to 109.2 percent in 1975-76
when,they amounted to $1,516. At the same tnne, the - State accounted for a
' larger share ‘of educatlon fevenues whlch rose from 44,4 percent to 54. 7 _percent
~ of. the total Expendlture dlsparltles were not reduced during- the perlod,
whlch may be due as much to the addltlonal welghtlngs provided for AFDC
. children as to”unlimitedeleeway options-for raising revenue and thenhold—
harmless prouision which isfin effect. |
/" - The high wealth dlstrlcts were the pr1nc1pal galners 1n school resources
whlle the poorest dlStrlCtS galned the least ffthen” dlstrlcts are compared by
urban type,,school-expendltures-grew fastest‘ln SMSA center c1t1es. These
data‘su;gest that the center cities‘are;among the high wealth districts,
which benefit from State aid provided as a result of the AFDC'pubil weights.
Montana altered its school flnance orogram in 1973 at a tlme when‘
there was a growing concern that the then existing ald formula could not

survive close 3ud1c1al»scrut1ny; The new law prov1ded that ‘county levies

for schools be collected as Statew1de taxes, thereby dramatlcally 1ncreas1ng

g7
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the State share of educational revenues from 24. 0 percent in l970—7l to 57 6
percent in l975—76.: Each dlstrlct is also guaranteed 25 percent of its
ffoundatlon pmogram*amount when dlstrlcts levy an addltlonal 9 mills in
elementary school d1str1cts or 6 mllls in hlgh school dlstrlcts.-
The new fundlng formula has led to relat1vely larger 1ncreases
'1n educatlon expendltures. In 1970-71 Montana s per—pupll expendltures
($865) were 100.9 percent of nat10na1 average, by 1975 76, they amounted
_to 112 0 percent of mean natlonal expendltures, r1s1ng to $1,554.
Expendlture dlsparltles pers1st, however, and may be due to
cont1nued heavy.rellance on local taXes.b leferences in local wealth
.bases as well as the poss1b’llty OL unllmlted voter leeway optlonS/may
also account for the growth in such d1spar1t1es. School resources grew fastest
for low. and medium wealth dlstr1cts whlletthe growth 1n resources

‘for dlstrlcts 1n the. wealthlest quartlle were substantlally below average.

" New Jersey. In a landmark dec1slon, Robinson v. Cahlll the New

Jersey Supreme Court ruled 1n 1973 that the State's system of supportlng publlc
’schools v1olated the State constltutlon because *the State has. never spelled out
i:he . content of the educatlonal opportunlty the const1tut10n requires" "in .
’meetlng the mandate that there be malntalned a "thorough and efficient

system of free publlc sch00ls. The Court ordered the State to develop

- a plan for financing public schools which meets the mandate. Accord1ngly7

o AN oo

a "Public School Educatlon Act of 1975" was enacted whlch among other

l-prov1s1ons spelled out & method of d1str1but1ng State® a1d.\
! “‘/\l .\\\,
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:support ratlo which 1s the lesser of its prlor year budget ot the State_

-
]

Under  the new law s prov1s1ons, each dlstrlct 1s guaranteed a State

support limit. For each d1str1ct the State's support ratlo is derlved by

..d1V1d1ng a district's equallzed valuation per pupll by the State S

b

tak law wasﬁpassed in July 1976. As a result, the new‘equalrzatlon law

_well over $150 mllllon whlch were not forthcomlng untll a gross income

1nstruct10nal unlts w1th an a1d program based on pupll welghts and requlred a

- guaranteed valuatlon and suotractlng the quotlent from 1. 000. The State's .

1

guaranteed valuatlon was set at 1. 3 times the State average valuatlon per pup11 forv
1976—77. A hold-harmless prov1s10n guarantees,each district a m1n1mum-of '
10 percent of the'State'supporfllimlt. Cost “factors were‘introduéed which
prov1ded addltlonal aid guarantees to spec1al needs pupll populat1ons. o

In add1t10n, a spendlng 1lm1t was 1ncorporated to prevent dlStIlCtS that

'recelved the largest 1ncreases ‘in State a1d from spend1ng all the new funds :
.on the1r educatzon program w1thout prov1d1ng some property tax rellef.. The
‘expendlture 11m1t varies 1nversely w1th dlstrlct expendltures. An appeals . : f.;

procedure was established which allows districts to seek relief from their ~

-~ . . : -

expenditure caps.

Implementatlon of the*new law requ1red an 1ncrease in State funds of

was not_implemented until the 1976-77 school year:' Continued. funding of the

" new program rests upon the renewal of th:s income tax law, - which is due

" to expire two years after its enactment.

New Mexlco in 1973 replaced a school a1d program based on .

~

uniform mlllagellevy. Optlonal local leeWay lev1es are not: allowed and 95 percent

——

qgn
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of the requ1red mlllage -as well as Federal monles 1nclud1ng Impact A1d are

-

counted as the local contr1but10n to ‘the State Equallzatlon Guaranteé =

D1str1but1on. ,
W1th th1s program. New Mexico succeeded in reducing expend1ture ‘
d1spar1t1es wh1ch was: accompl1shed both as a result of the r1g1d ce111ng
~ on local lev1es and by count1ng Federal dollars as part of - the requ1red . | . y;
local contr1but1on.® Desp1te the major red1str1butlon of dollars whlch |
o B occurred between 1970—71 and 1975-76 ‘New Mexico did: not alter 1ts share
'of school revenues, wh1ch stood at 63 4 percent of total revenues in both
years. In add1t10n, State average per—pupll expend1tures as ‘a percent or the'
nat1onal average were also remarkably stable go1ng fromt 90. 4 percent in the

: ﬂ

earl1er year to 90 8- percent ($l 261 in. 1975—76. | -y ok

¢

- .~

-Qanm.. 3 New Mex1co s reform program undoubtedly helped most the lowest wealth

d1str1cts, whlch exper1enced the fastest,growth ‘in.school . resources. Forfg;;ﬁxfng
h1gh wealth d1str1cts the resource growth was slowest.

: North Dakota added substantlal new money to 1ts foundatlon support

i program wh1ch guaranteed $640 per pupil in 1975-76 A schedule of pup1l
/
we1ght1ngs for d1str1ct grade span, pars1ty and class size accompany the
bas1c guarantee. County school taxes were hehceforth earmaxked for the

foundat1on program and a d1str1ct m1llage requ1rement was 1ntroduced

ke

In effect, county revenues are now cons1dered part of the State contr1but10n-

: and d1str1ct taxes are no 1onger opt1onal but are regu1red in order for |

@ .

T a d1str1ct to qual1fy for State foundatlon ald. The d1str1ct tax

requ1rement led wealthLer d1str1cts to support a larger share of the

- .
-

:“—*f~¥~e—foundatLoghprogram. '; .»d'




The program appears to have been des1gned pr1mar11y tohlncrease frnanc1al
support for publ1c schools. On that score, the new program was successful
in ra1s1ng average per-pupll expend1tures from $689 (80 3 percent of the
nat1onal mean average 1n 1971—72) to $l 207 (87 0 percent of - the natlonal
”mean in 1975—76) Some add1t1onal equal1zat1on ‘has also occurred | T
' rw1th the new program. The 1ncreased share of State educat1on revenues .
‘from 25.8 percent in 1970-71 to 48.8 percent in 1975—76 — reflects the
des1gnat1on of county taxes'as'State taxes.. Ihe new program 1n North
Dakota had by far the greatest 1mpact on low wealth d1str1cts whlch benefltted
‘the’ most from the h1gher foundat1on support levels. - o #." ‘ - _ ]a,:
- Ghio added a guaranteed y1e1d program tozlts.foundation program and;fuf
ra1sed the guaranteed foundat1on 1evel The State'guaranteed‘a program -
.“‘of s1, 380 per ADM in 1975—76 for any dlstrlct levy1ng 30 equallzed m1lls o )
' _($48 per mill for. the f1rst 20 m1lls and $42 for each. add1t10nal mlll upwto -a- | Ll
rimax1mum of” lO m1lls) Under 1ts current law, d1str1cts must levy a m1n1mum o
.of 20 mllls, equallzed, whereas no minimum d1str1ct requ1rement had -
prev1ously ex1sted | r o | L
Desp1te the. h1gher guarantee levels, average per—pupll expend1tures have |
' rema1ned relat1vely unchanged as a percent of the nat10na1 average._ In 1970—71
| mean perrpup1l expend1tures in Oh1o amounted to $778 or 90 6 percent of the |
l_’nat10nal average, by l975 76 the State s mean expend1tures were $l 264 or 91 1
' Vpercent of the nat1onal average.' The new program has had ‘no dlscernlble 1mpact
- .on equalization in the State;v Under the new law, Ohio has raised the

.. State’ share of educat1on revenues from 28 8 percent 1n 1970—71 to 36 6 percent .

- in 1975-76. It 1s l1kely that the new program prov1ded some property tax _

- L0
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‘relief w1th thls growth in State revenues " There was no pérceptible

L’-dlfferences in the growth in school -resources for 1ow and Pedlum wealth B
districts dur1ng this ‘period whlle some - lag in resource growth occurred - 'ﬁifﬁ'
among h1gh wealth dlstrlcts. Rural districts appear to have experlenced a
'sllght edge in the growth in school .expenditures whlle changes anong the
SMSA dlstrlcts were 1ndlst1ngulshab1e. | ]

f
. Texas retalned 1ts foundatlon aid program w1th 51gn1f1cant

'’

'y

modif;catlons. A-lawfenacted in 1975 substantlally ralsed the 1eve1 of .

foundatlon support. The wealth measure 1n calculatlng the 1ocal contr1butlon

sh1fted to assessed property valuatlons from an 1ndex of ab111ty to pay

to the foundatlon program. However, a hold-harmless guarantee prov151on

' 'assures each dlstrlct a mlnlmum 1 04 percent of State a1d received durlng

1974-75. ‘A new program ($25 4 mllllon) earmarked funds for compensatory

education and a SUPplementary equallzatlon program ($50 0 mrlllon) was also -

enacted ,
-As a result of these new features, the new Texas program was more

.

equallzlng The share of education revenues der1ved from the State remalned
_ v1rtually unchanged between 1970-71 and 1975—76, g01ng from 45.3 percent of

total revenues to 50.1 percent in the latter year. However, some 1mprove—

-

_ment d1d occur in average per pupil. expendltures, whlch rose from $63610r 74. 1

_upercent of the nat10na1 average to $1 0384. or 78'§_percent of the natlonal
mean durlng thlS same perlod _Resource growth lagged for h1gh wealth -
_dlStrlCtS while expendltures in the SMSA dlstr1cts outpaced slightly those

"'for-rurai districts. 1th1n.the SMSAs, changes in: expendlture growth

,pattern-were’barely‘dlscernlble. S 2 . o
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btah | Start1ng w1th one ‘of the lowest expendlture d1spar1t1esi

L{‘-‘f

1n the natlon, Utah ma1nta1ned th1s position w1thout reg1ster1ng any

) apprec1aole 1mprovements on the d1spar1ty measures. The State replaced

1

an a1d program based on 1nstruct1onalrun1ts w1th a pup1l we1ght1ng
orogram- Some modest gains occurred in pupll expend1tures which rose
from $643, equal to 74.9 percent of nat1onal average, to $l 084 or

78 1 percent of the nat1onal level in the '1975-1976 school year. By

prov1d1ng add1t1onal funds, the share or revenues fram State sources’

‘were 3 percent h1gher in the latter .year.,

_ W1scons1n S program guarantees a wealth base per pupll the size

of wh1ch depends upon each d1str1ct s grade level, with the guarantee

level set. at’ $l 405 per pup1l in 1975—76 The guarantee varies for

each d1strlct, reflect1ng actual d1str1ct expend1tures. A secondary'

equal1zat1on aid equal to a smaller amount is guaranteed for dlstrlcts

SR \.'.

| spend1ng above the $l 405 level w1th the actual amount again depend1ng .

Con d1str1ct grade span, wealth ~and actual spend1ng In effect, then,
Wisconsin - operates under "a non—l1near guaranteed y1eld program Recapture
prov1s10ns which were due to become effective were'null1f1ed by the State
courts. yi | | | - : ;

Trans1t1onal a1d is provided to districts: too wealthy to share in

equallzatlon a1d, the actual amount d1m1n1sh1ng from year “to year. A .
ce1l1ng on the annual growth in d1str1ct expend1tures equal to 110
percent of the Statew1de average is also in effect

Between l970-Zl and l975—76 oer pup11 expend1tures rose faster
1n W1scon51n than for the- nat1on as a whole, r1s1ng from $977 or 113 9 -

percent of the natlonal average in 1970—71 to $1 618 or 116 6 percent

&
NN
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of the. natlonal avorage. At the same tlme, the State share of school

. revenues’ rose modestly from 29.3 percent to 32 1 percent of the totalQ

l

The pattern of\expendlture d1spar1t1es perslsts, however, and may be
|

due as much to«the modlfled hold harmless prov151on as well as to

.

prov1slon allow1ng generous d1str1ct expendlture growth The heavy

TPt rellance on local revenues may also be contr1but1ng to interdistrict

-expendlture d1spar1t1es. Substant1a1 property tax rellef has o

'i : been reported to have occurred

Medlum wealth dlstrlcts showed the greatest gain 1n resources
‘ ]

whlle hlgh wealth dlstrlcts were slowed. The expendlture lumlt was
probably responS1ble for thlS dlfferentlal growth Expendltures grew

fastest in SMSA center cities, whlle the lag appeared greatest 1n other

,f SMSA d1str1cts.‘ It is. llkely then that. many of these latter dlstrlcts

P e al

- are among the hlgh wealth d1str1cts be1ng affected by ‘the expendlture

llmlts.
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i L  VI. Summary and Conclusions

_This study has attempted to place changes brought about by the
school finance reform movement 1n the context of changes in the natlom

as a whole between 1970 and 1975, Nationally, overall expendlture :

M

pdlsparltles, whlch were severe 1n_1970,»§ave not decreased and,” if

anythlng, have 1ncreased In neither. 1970°nor 1975 were there more than

- a handful of States that could have quallfled for. a dlsparlty test

. promulgated by the Offlce of Educatlon. Much of the dlsparlty 1s due

_:to the 1nfluence of local wealth whlch varies greatly w1th1n ‘the States.

| Whalth-related disparltles have apparently decreased sllghtly between ‘

“‘ 1970 and 1975.

- In the States con51dered here as reform atates by v1rtue of changes

in thelr school flnance programs made between 1970 and 1975, overall

®

-expendlture dlsparltles apoear to have been reduced slrghtly, whlle

| wealth,- Although reductlon in overall dlSpallty

Jdisparity are commonly thought of as prlmary guals'of school flnance

& g \‘

more "tbstantlal progress was made in reduc1ng dlsparltles due to local

and 1n wealth—related

reform, other forces were operating" Failures to make significant _

progress-toward equallzatlon goals may be llnked not only to 1nert1a .

"~ but also to a desire to prov1de rellef of property tax. burdens. .

DlsaPP01nt1ng as these results arg}to those who have looked ‘to

'.the reform movement as a means for ach1ev1ng equallzatlon, they must

s

' -_be placed in. the perspectlve of the non—reform States. In 1970 the )

States that ‘were to reform- 1n the comlng yeigg_yggg_the_most—ln-need-of-'

reform' both in terms of expendlture dlsparltles and wealth-related .

_____._n N



'dlsparltles, they were- much less equallzed than the other ‘States. Néy
.l975 the reform States had lmproved at least sllghtly on both counts,
and the non-reform ‘States wOrseneq.-<The reformgStates have thereﬁore
been swimming against a tlde of'increasing disparity. _ % ' .
| The fear that center city school d1str1cts may be harmedrb?t‘ |
school finance reform seems not to be’ justlfled by chanqcs between l970
and 1975 ' Such dlstrlcts generally held their Oown in the reform States.
T Whether or not this would contlnue to be true if a. State implemented
et 31gan1cant reform is moot\ . ‘ Q'
r'he costs of further equallzatlon depend on the extent of.disparity

that is to be tolerated. Tbo loose a crlterlon mrﬂht vxolate prlnclples

of equal educat1onal opportunlty, a very strlct criterion could call for
,.t “‘Fund" that might not, in practlce, become avallable. The costs of reduc1ng
expendlture dlsparltles to meet the Office of nd;catlon test wbuld havc
"been $5. 4 billion i1°1975.*  This is a substant1al amount- but the . |
amounts in the future may become greater — not only because of 1nflat10né ’

. but also because, unless checked by effectlve reform, d1spar1t1es'may

contlnue to 1ncrease in Amerlca S schools.

\ | ‘ ‘

- * This estimate is obtained by hold1ng hlgh—spendlng dlStrlCtS at ... :

ex1st1ng levels and increasing spendlng 'in other districts until the

specifified equalization level is achieved. Another method could be

- used that might have been regarded as polltlcally infeasidle until
‘ """ the recent increase in resistance to local property taxes hlqh.lghtegf__r_ﬂﬂ_;;
® by recent tax reductions in Cal1forgia;__ggkal_spend1ng—may—be Timited -
‘ :at less than existing-levels;and~State aid could be target:d strongly

__w-——-——————~f5-raa:§§éﬁaihg districts. The effect would be to achieve a given-

level of equallzatlon at much lower costs than are estlmateo here.
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NOTES,

(13} The COE reported for each school dlstrlct is multlplled by the ratlo
of (1) local and State revenues plus 1mpact ‘aid to-(2) total revenues .

[2] Ihe treatment of Federal impact ald, or SAFA, as’ local'revenue is
- based on ‘the rationale that these funds are intended to offset the o
-loss in local revenues occasioned by the tax-exempt status of
Federal property, an approach that is consistent with the fact that
“the funds are for general support rather than for Federally -defined
programs. .
(3] " This problem has been the subject of several receﬁé%&nvestlgatlons.,
- - For studies. of cost of education indexes in individual -States, see
- Selected. Papers in School- Finance, 1974 and 1975 editions (Office of
Educat:ion). Alternative Cost—of—-Education Indices {Killalea L
' Associates, October 1977, prepared for the National Institute of ' N
'Educatlon) assesses'a number of index’ formulatlons, including two
,descrlbed in A Cost-of-Education Index: Methodological Considerations
(Killalea Assoc1ates, prepared for the Natlonal Center for Eﬁfﬁatlon
\Statlstlcs, October 1977).

[4] The choice of pupil counting method can make a dlfference, as has
been pointed out by-a number of analysts. In partlcular places .
with high absentee. rates would generally suffer in ‘the allocation g
R cf State funds. if the State used average daily attendance. \_
[5] Some’ State school f1nance systems employ pupil welghtlngs ‘that-are T
..-intended to\reflect the variation in-‘needs of different pupil
- groups: - The-effect of-such- welght1n§s~1s to-alter- the relative
number of "pupil units” among a State's districts.  'The data
needed to convert/the reported number of pupils 1nto adjusted
pupil unlts are/not avallable for this study.-

6] The data bases for the two years are- comp051te collectlons from
several sources. School data are from the ELSEGIS (Elementary and
. Secondary ;ducatlon General Information' System) data bases collected
by . the National Center for-Bducation Statistics for school years
1969-70 and 1974-75. Data from the 1970 Census was addgd to the
, "files for both. vears. .Property valuation as of 1970 was added to
* the 1969-70 files; property valuation as of 1973-74 was added to
the 1974-75 files. The samples are apprgg___tgly 4,550—for—1969~70”'
and 5,800 for 1974-75 ,,_,_——~——"—**”‘ L ' -

i

—

[7] 'The coefficient of dev1at18: is the average dev1at10n expressed as.
a percent of the mean. The coefficient of variation is the _ ;
standard deviation as a percent of the mean. The Gini index is most
éasily. understood in terms of a graph of the percentage of funds
. received' by x percent of the students, versus x. For a perfectly




s a ¢

even d1str1but1on, the plot is a stralght line. For other = |
. -distributions, it 'is a curve underneath the straight line. The .
N , Gini Index is the fraction of the total area under the line that
S - lies between the line and the curve; the hlgher the value, the .
more uneven. the d1str1but10n.- :
8] The 95 5 measure 1s subgect to several cr1t1c1sms. “In analy21ng
' within-State disparities, it seems appropriate to disregard
highly unusual circumstances ‘that may justify high expendltures,
o "such as the ranch school districts in certain States.  When applied
L .. -~ to all States, however, it assumes that ‘Unisual c1rcumstances
- 7. .arise un1formly in’ all States’, which is hot the case.: Moreover,
there is considerably .less ‘justification for excepting the lowest-
spendlng dlStIlCtS than for excepting the hlghest-spendlng d1str1cts.

PRGN

[9] See Measures of- D1spar1ty- A No+e, Rlchard A. Rosthal Klllalea i
' Assoc1ates, Incorporated F‘Bruary 1978. .

" [10] This klnd of result might be thought to support the view that - T
- States operating many’ ‘districts- could improve their equity status . ﬁ?"-t
' through district ;consolidation. Whether or not their status . . o

‘would improve depends on the measure of. equlty, as has often- been ‘ T

. pointed out (see, for example, Inequality in California School . . » """

- Finance, Rand Corporation, March 1975). Moreover-,—1t could ralse :

new questions about_the-unit-of: oObservation; for very large R ,

- .districts, equity considerations might involve 1ntrad1strlct : SR
" disparities, whcih are not analyzed here. B - .

© [11] The requirement is spec1f1ed in 45 CRF 115 63. States have: ‘also
" “set their own .requirements. The California- Supreme Court has
required that, after a period of years of phased-in reform, that
State's system should exhlblt a d1spar1ty no greater than $100 L
“per pupll from place to place. California's expenditures. (as_m,“i”'__wm;ur_;
defined in this study) average .$1,095 in 1975, and accordingly N
the court criterior is _even more 11m1t1ng than that set by the
Office. of Educatlon. '
{12] Students are grouped into quartlles according to“thelr dlstrlct s .
_ “prgpgrgy;yaluatlon—per'pupil the fourth of a State's students -
___ _———that are in districts with the lowest valuation per pupil, the
' fourth that are in the districts.with the highest, and the two. .
middle quartiles (combined into one group for ease:of .presentation).
As can be expected, some districts (particularly very large ones)*
have students in two quartiles; in such cases, a district's ,
students are all "tagged" with the same per pup11 property . . -
valuation and then distributed across'the quartiles; they are also
.tagged with. the district2wide average expenditures per pupil.
It is then p0531ble to compute the (pupll-welghted) average
- . expenditures in the quartiles. The expenditures in the quartllea
are then expressed as a percentage of State average expendltures.__
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(/f. " [13] .vValues of the wealth-related.disparity ratio .can be expected
.7 to be lower than those of the 9§ :5 disparity ratlo, because the
. latter assesses dlsparlty acros 90" percent of the students. "
‘If a 95:5 ratio were calculated for students ordered by local = |
wealth, its values would be much ‘higher_ than those presented .in
. “Table II (but would still be lower than the values of the 95 5 °
. . ratio of overall alsparlty) |
N a - !
[14] “'The method’ used’ here to calculate equalization costs difféers |
.+ from-that employed by: the President's Commission on School Lo
R Flnance. " (See. Review of Existing State School Finance Programs,
L Vblume II.)  In selecting the dlstrlctsato bé leveled up, tney
;;, - . .ekcluded the f1ve percent of each State's children who were in
el '_'theflowest—spendlng districts, thus- leaving these children exactly
*. -where they were . before equalization. ,Whatever justlflcatlon there
.may .be for exceptlng the bottom five percent from a disparity
test (and we have argued in note 8 above that the. justlflcatlon
may be weak), there appears to be no ratlonale that would exclude
them from the beneflts of equallzatlon.,

- [15}- See Natlonal Conference of State Leglslatures, School Flnance
T Reform: lLegislator's Handbook; and Educatidén Commission of the
v States, School Flnance Reform 1n the States, 1976—77.

. ' l .
R [16] wwealth—related dlsparlty, pup11 welghted for. the reform States
- ~was 1.36-in 1970 . and-1.26 in 1975. 'For the non-reform States,
. that d1spar1 y was L. 29 in 1970 and 1.36 in 1975 ' :

~[17] -State ald as|a proportion of. total State—local fluctuates in many
- States from year to year. A comparison based on only two 901nts,
flve years apart, could therefore be reversed the follow1na year.

' [l§j The correla flon between change in State aid and change in.
, disparity ‘is “only -.18.. The cofrelation between State share in
1975 and level of dlsparlty in 1975 is —-.45.
K3 D ‘- v
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: : .. APPENDIX A

v - Table A-1: Within-State Disparities for Four Equalization
oo * . R . Measures,. 1970 ' .S
. ‘ 895:5 - Coefficient Coetficient
o T o T ) State C Percentile of Deviation ; of Variation
' ' , Q- (23 - (3
Alzbama ) - 1.43 0.09 . - 0.12
Alaska ..1.30 10.05 0.08.
. Arizona 1.88° 0.17 0.21
i Arkansas ‘ 1.96 0.14° - 0.18
| California ./ .. 1.86 ..0.15 0.21-
Colorado 1.76 .0.13 0.16
Connecticut - 2.22 0.18 0.23
Delaware . 2.06 0.12 0716
Florida -1.53 ~ - 0.11 0.13
Georgia : ,1.86 .. 0.157 " 0.20
" Hawaii - . . 1.00 - 0.00 0.00
Idaho. " 1.49 -~ 0.09 0.12
. Illinois 2.05 0:18 0.23
Indiana : ~1.59 - 0.11 0.14 .
_ Iowa , 1.82 - 0.13 0.18
Kansas. - - 1.86 . 0.13 0.22
- Kentucky -t 1.72 - 0.15 0.17
. . Louisiana 1.33 0.08 0.09
Maine . 1.57 0.12 0.16
Maryland 1.60 ) . 0.10 0.14
Massachusetts . 1.94 . 0.15 0.19
Michigan : 1.81 0.14 ) 0.19 -
‘Minnesota. : 1.46 0.10 ° 0.13
v  Mississippi® - | ©1.71° 0.14 0.17
e e _Missouri 1.84 0.16 8.25 .
Montana . 1091 0.16 0.19- 0.11 .
Nebraska . - 1.63" 0.09 0.15 0.07
Nevada' = 1.19 0.06 0.08 0.03
New Hampshire -. 1.88 -7 0.12 0.17 . 0.09
New Jersey . 1'-93 0.15 L 0.20 0.11
. rp
. - New Mexico 1.51 0.09 ‘ 0.14 | 0.07
4 : New York ¢ 1.64 . 0.13 ~0.16- 0.09
North Carolina 1.49 6.90 0.12- © 0.07
North Dakota . 1.95 : . 0213 0.17 0.09
5 Ohio 1.78 0.16 0.19 " 0.11
Oklahoma S 1.67 0.15 . .0.20 0.11
Oregon o - 1.59 0.09 0.12 - 0.06
Pennsylvania . 1.57 - 0.13 ©.0.16, 0.09
Rhode Island 1.75 0.15 0.19 0.10
South Carolina 1.66 0.11 . S 0.13 - 0.08"
£ © South Dakota ' 1.77 0.11 0.18 - 0.08
o Tennessee o L8l 0.21 0.23 . 0.13.
Texas - 1,91 0.15 - 0.23. 0.11
Utah D cA.27 0.06 - 0.09 0.04
, Vermont 3.36 0.26 ) 0.38 0.19
) .
. Virginia 1.66 0.17 . 0.22 0.11
Washington 1.66 0.14 _ 0.7 0.10
West Virginia .’ , 1.49 0:11 0.14 0.08
Wisconsin . ! 1.60 0.11 ‘ - 0.16 0.08
‘ , ‘Wyoming . , . ., - - L1.57° 0.13 = . 0.17 0.09

- . . L4
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Table A-2: Within-State Disparities for Four Equalization
. Measures, 1975 . : Ty

# -
' .- ~95:5 ©  Coefficient Coefficient Gini -
- : State . Percentile _of Deviation of Variation Index JESES——
N L (1) (2) (3) 4)
Alabama ’ 1.43 . 0.10 0.12 0.07
Alaska - . 1.29 ) L0.11 ) 0.16 0.07
Arizona .. 1.7 0.13 . 0.17 0.09
Arkansas : 1.78 T 0.14 - +0.18 0.10
. . California - 2.02 o 0.15 i ~0.21 0.11
Colorado - ° # o177 ~ 0.13 0.18 ~0.10
Connecticut e 2.29 ©7-0.16 0.21 . 0.12
. 'Delaware " ) 1.70 0.14 0.18 0.09 .
L . Florida 1.30 0.07 " 0.09 - - 0.05
, ~. ~Georgia . o 2.41 . 0.21 0.28- _0.1s
Hawaii *1.00 . 0.00 0.0_0 . 0.00
Idaho : 1.51 . 0.13 0.16 0.09 "
' T1linois 1.90  ° 0.18 0.22 0.12
Indiana ‘ 1.50 ©0.11 0.13 0.07
Towa - . 1.34 - 0.07 : 0.09 - 0.05 _ .
. Kansas " - . o - 1.65 . 0.09 0.14 0.07
Kentucky 1.86 0.17 0.20 - 0.11
e " Louisiana . 1.32 0.08 0.10 0.05
- / Maine » 1.67 0.13 . 0.16 0.09 -
Maryland - . : 1.77 .0.15 0.20 - - 0.10
- Massachusetts~ T 2,17 0.17 ' 0.23 .12
Michigan -/ 1.71 0.12 - 70.17 0.09
Minnesota . 1.62, ' 0.11 ©o 0415 . 0.08
Mississippi 1.80° 0.14 S 0.17 0.09
Missouri 1.73, 0.16 0.24 - . 0.11
‘Montana . 1.97 0.15 0.21 0.11
.. Nebraska 1.73 0.12 N 0.19 v 0.09
N Nevada 1.18. ©.0.04 0.07 0.03
New Hampshire 1.78 0.12 0.16 .0.09 i
New Jersey 1.95 0.16 0.20 0.11 _
. New Mexico . 1.41 ’ 0.08 oo 0.13 0.06
- New York Lo 1.85 . - 0.20 , 0.23 -~ 0.13 ;
' - : North Carolina 1.51 - ©0.09 0.12 0.07 ) .
North Dakota - 7 ' 1.53 : 0.11 0.14 . . 0.08 .
' Ohio — - 1.78. 0.16 0.20 0.311
Oklahoma - 1.51 . 0.13 0.20 . - 0.09
. Oregon 1.50 1.11 . 0.14 . 0.08
, Pennsylvania -~ 1.57 - 0.14 . - ) 0.17 .0._.09
» ° ' Rhode Island 2 1.58 0.11 .. 0.13 : 0.08
South Carolina 1.65 - ) 0.10 0.14 - 0.08¢ .
- South Dakota 1.50 0.09 0.13 0.07
Tennessee 1.90 0.18 0.21 0.12
Texas 1.79 . 0.14 0.20 0.10
Utah 1.27 ° 0.07 . . . 0.09 0__04
Vermont 1.99 0.18 0.21 0.12
Virginia L 1.78 - 0.21 0.27 o 0.14 - )
Washinton 1.83 0.i4' 0.18 0.10 - :
West Virginia 1.49 0.10 . 0.13~* « ..0.07-
Wisconsin 1.59 -.0.12 . 0.16 - 0.09
Wyoming - . : 1.82 0.15 0.21 - . 0.10
~

| S
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APPENDIX B*

a.

Resource Levels in Non-Unified Districts

In %tates that operate non—unlfled school d1str1cts, per—pupil- expendltures -

are generaIIy—IOWerfﬂfiiﬁﬁmﬁﬂary’dIStr1cts than in secondary districts. -

The differences is generally considered justified by the need. for
~advanced courses or, smaller classes in high schools. An analysis that
takes no account offf these justifiable spendlng differénces can over- or
underestimate the ‘extent of disparity or the incidence of dlsparlty in
-districts of varylng wealth. If an elementary district spends $400 per
pupil (and is low in local wealth) and a secondary district spends

- 81,600 per pupil (and is high in’local wealth) the calculated disparity
of 4.00 is greater by ‘some amount /than the "true" d1spar1ty., On the other

- ‘hand, a high-wealth elementary district may spend. : $1, 200 per pupil,—

‘ whlle a low-wealth. secondary district may spend. only $1,000; the.
“calculated disparity of-1.20, ‘understates the real disparity. and, \of
course, in neither' instance are “the expenditures in non-unified d1str1cts
really comparable w1th those in un1f1ed d1str1cts.__ . !

i

.The obv1ously correct resolutlon is to ass001ate each elementary ' T
disStrict with the secondary district to which it sends. its students after
the last year of.elementary schooling. Then, under the reasonable
assumption that parents would not discriminate against their younger.
ch11dren in favor' of their ‘older children, the total expendlture in the.
two districts divided by the total number of children in both districts
produces a-figure that: can validly be compared with the resource level
< in unified districts. (This approach: should also be extended to estimate *
the local wealth backlng the” children in. the two kinds of districts.
This extension is complicated by the fact that most .secondary districts
draw from several elementary districts, and the elementary districts
.may vary w1de1y in_their property wealth.) Unfortunately, the data
requlred for the assoc1at10n of d1str1cts are not avallable. -
% . .-
An alternative approach that could be - sat1sfactory for a study of
this kind is to adjust the expenditures as reported for non-unified
" districts —— upward for elementary and downward for secondary. There
is no agreed-standard for such an adjustment factor, but we can inspect
the decisions made by a number of Btates that have explicitly addressed
this matter in their school finance programs. Table B-1 lists the .
weightings in 11 States that either operate non—un1f1ed districts or
that use pupil weightings in the district allocations. Most of the States
give extra welghtlngs for secondary puplls, ranging from 8 percent to '

-
&

* This appendix was prepared by J. Neil Killalea and Richard A.»Rosthai.-
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36 parcent more than for elementary grades. The best-known exéeﬁtion
 is Florida; legislators in this State recently determined that the
' tender years were more important for education that many have believed
in the past, and accordingly have given greater weight to elementary

K grades. Even this is not a clear direction, since Florida's weighting
of 0.97 for secondary versus 1.0 for elementary is calculated without
taking into account the vocational education program that Florida operates.

- Based on the weightings in Table B-1, 20 percent appears to be a

. reasonably acceptable figure for use in-an adjustment. ‘Two sets of
computations were made for comparison purposes.  One set made no
adjustment at all. ;In another set; an adjustment was made as follows..
It was assumed that secondary districts were justifiably alloted _
20 percent more than elementary districts, per pupil served. In order

Table B-1. Elementary-Secondary EXpenditﬁre'Weightihgs,
' . ‘'Selected Statés'g/ o

.7

4

DElawarl®. scecccscccccccsatsaveamassosoccce eeesenes 1.184 -

Florida ...... Metevececasssessssssesssnenanceaes 0.974 b/
I114N0iS.ceecacecanccanerccacanaraancans eeeeaeas 1.250 ©

Kentucky..... N PN T VB
LOULISI1ANA sereneennnscensrocanacansasasssaeseess 1.080°

MinNeSOtaA..ceeeecanesccccsecacannnnns ceesacans .. 1.286

NEW MEX1CO..seeeaceecsoasacancsaasnsosascaascaass’ 1.240

New YOrK ceceeeccceccccocacccsvwacacncnns ceseceeas 1.184

North Dakota@ ...eeeceececceccncecsnaancs eeeeede 1,247

(0] =T (o) o J R P T TR feeesss . 1.300

PennSYlva_nia...--.-................'.....'.Q.....?‘"i- 10360-

[

‘a/ Calculated from data on school® finance program in each
State,. as described in Public School Finance Programs,
Office of Education,.1976. - - ~

b/ Caiculated as in a; but the calculation does not include’
 expenditures for vocational education programs. ‘

to have both types of non-unified districts comparable with unified
‘districts, it is necessary to adjust both elementary and secondary
districts. According to the Digest of Education Statistics, 1975,
approximately 71 percent of the total student population is in elementary
grades. - Taking these factors™ into account, the adjustment was implemented
by multiplying expenditures of elementary.districts by 1.058 and . '
expenditures of secondary districts by 0.882. S .

L
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. Table B-2 shoWé’thejcomphﬁéd_95:5udispatity measure for 1970, with and

"} withodt the adjustment. There is surprisingly little difference

between the two sets of calculations. In 39 States, the two results
are identical; some but not all of these operate only unified districts.
Only in three‘States — Illinois, Massachusetts, and Montana —— do the
two results differ substantially. In Montana, the difference is

' particiularly striking: 1.59 with the adjustment and 1.91 without.

We conclude that for the purposes of the present study it is not
' necessary to adjust for different spending. levels of non-unified
districts. The matter is, however, an important one at the State level.
It is obviously. necessary to make such adjustments both to derive
an appropriate allocation.of State aid and to‘permit more precise -
" measurements of disparity. : - Co :

%

. . . - . .
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Table B-2: Disparities (by 95:5 Measul"'é)-_ in 1970', ‘With and Without
o Adjustment for Eiementary and Secondary Spending Differences ¥

_ New Hampshire
New Jersey

New Mexico

New York
North Carolina
North Dakota
Chio

Oklahoma
- Oregon
. Pennsylvania
" . Rhode Island.’
- - .South Carolina

. South Dakota

- Tennessee P
Texas’ :

" Utah
Vermont

Virginia
Washington |
West Virginia“’
Wisconsin
‘Wyoming

HRREREN QbR RE BREEEE, PHRPREHE BRERBERRE BRREEE RERREE Pe

oL . UMNWOWON

QupO OO 0000 .0V

NOWONO O~ [« T2 RN - JLN | LI O VWO

“

HIR R (AR RR keEpRERE RRERRE RHERE HRERREE BHEPRRE RPRENEE BFRERNDNRE B

.88
.83

.51,
.64 -
.49
.95
.78
.67
.50
.57

.75
.66

T
.91
.01
27
.36

.66 v
.66

.49~

.60

.57
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State Adjusted Not Adjusted
Alabama = 1.43 .43
Alaska 1.30 .30 -
Arizona 1.89 .88 .
Arkansas 1.96 .96
California .- 1.84 .. .86
" Colorado '1.76 .76
Connecticut - 2.20 .21
Delaware =*- 2.06 .06 _
Florida ..,*’ 1.53 .53 .
-7 Georgia 1.86 .86
--Hawaii 1.00 .00
‘- Idaho . 1.49 .49.
Illinois 1.91 - .05
Indiana ‘59 .59
“lowa - i 82 .82
e .
Kansas =~ - 86 - .86
Kentucky 72 72
Louisiana 33 .33, L
Maine 57 - .57 .
Maryland 60 . .60
wrinne...-Massachusetts ... _ ... " _1.74 .94 :
' Michigan . : %:5 I R B - 3 TSR
Minnesota 46 ' .46 - ‘ ' -
Mississippi 71 71
© Missouri 84 .84 -
- Montéana- 91
v ~ Nebraska .63
Nevada . .18




'IMPACT OF THE 1973 WISCONSIN SCHOOL FINANCE REFORM*

I. INTRODUCTION o f - L S

i

The purpose of this study is to evaluate ‘the effects of the
_ Wisconsin 1973 school finance reform and associated-leg slation three_p

years after its passage by the-State Legislature._fWe want to assess
N
.the extent to which the legislation was successful and in particular,
’ x

o whether the legislation led to any narrowing of disparities in ex-

penditures among local school districts.«-

ki

. The major changes brought about by the l973 legislation can
- ‘be'sunmariaed as follows: . N ST . ' ' ;ff _ :
“ L ‘ l;. It instituted substantial.property tax relief by increasingv N
the State s overall ‘share of funding from 36 to. 40 percent. The im—;
N ‘ ’:r

position of ”cost controls" which limited the ‘annual” expenditure 1n—fm”"

{
creases of local districts helped to assure the proV1sion of property

N 5 . N
. rar . e . . . ‘e . o il
‘tax relief. L ‘ . . S . T e I
i : e

A . ) 0t .
- . . o !
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. and Assistant Professor of Policy Studies, College of Education, o o
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2. It virtually eliminated rather than merely‘minimized the

influence .of a district's property tai base on éducational spending.

-

This was done by replaCing ‘the guaranteed minimum tax base with a’

standard tax base for each pupil that substantially exceeded the

R

state average equalized valuation.'

3. It required districts with property valuations higher than

'the standard tax base to make payments back to the state ("negative
‘aids"), thereby reduc1ng the incentive for high property wealth dis~-

tricts to spend large sums on their schools. This proviSion was

. ————

'subsequently'Struck dowm by ithe State'Supreme“Court. K

-

éf It mandated‘certain-minimum educationaIlstahdardsﬁrather
than prov1ding incentives for districts to achieve these standards.
,/,1 ) ’ e b
5. Except for cost controls and the minimum educational

rm,standards,ilocal control~overmtax»and~expenditure~deCiSions was -

largely maintained once tax bases were equalized.
. ’ @ . -

P .
3.

R x 1 afs . 3 - o
. The Wisconsin legislation-is interesting for various reasons.

- Most importaht, the 1973 reforms reflect the continuing‘evolution of
F '

n

aicomprehenSive program of state- aid begun almost twenty-five years T

earlier. That original legislation in 1949 broke new ground by

!

-

<

clearly spelling out the state s goals. (a) it indicated that edu-

*

catihn and its finanCing was a state responSibility, (b) it required
thatzthe state guarantee the basic educational opportunities of young

people through local school districts which would prov1de PT grams
meeting certain quality standards and that . the state encourage R
,3
districts to meet hioher quality standards, and (c) it required the

Coines d . ‘ . : -

'state te provide relief from property taxes where such taxes were

-

- L '1_12_11.7"

\

or
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\

excessive by shifting a greater proportion of total school costs to

L

other state revenue sources. |
'Also interesting.is the legislation‘s sharply focused"effort
o ’ .

to respond to the Serrano decision in California and the lower court

e ¢

declsion on Rodrlguez by mov1ng to full .power equalization.' These

dec1s1ons said in essence_that-the property wealth of a school district o

- should not'influEnce the quality'of'educational-offerings. And eyen

though the Serrano principle was not upheld by the Supreme Court in
its decision on Rodriguez, these two caseS‘generated growing public

awaréeness- and concern about inequities in Wisconsin's school finance

program.

- During this “same period another'quite different force emerged

'property taxes, fueled by acceleratlng increases in local government

_expendltures (1nclud1ng school expendltures) and by 1nflation-1nduced

1ncreases in. property assessment, generated/widespread taxpayer com~

,.
,_,-

plaints; These brought calls for strongerfefforts to curb local

'I
- !

{
spend1ng and to increase state—prov1ded property tax. relief

~

F1nally, school finance in Wiscon31n remains part of a compli—

‘cated mosaic of state-local fiscal relationships#in which approximately

c . ‘1 : [l - '
two-thirds. of staté‘revenue is returned to local communities, through-
categorlcal grants, general and personal property tax relief and

i

: general revenue—sharlng, and“they dec1de how to spend these funds.

_MaJ%f changes in the size and manner of dlstrlbutlng aids and tax
‘relief have occurred throughout the 19705.- Thus, 1n a perlod when _
= o

state—local fiscal re1atlonsh1ps were beingtredast,.school f1nance

in the form of the so—cailed property tax Trevolt."' Sharp increases ‘in

—
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reform was viewed as part of a 1arger'program of statewide fiscal

reform-..l :

.

The question of how to evaluate'the school financeflegis—
latiOn-raises a number of issues.~=The controversial "negative aids"
program was to ‘be phased in over a ten«year period through a compli—
cated set of tran51tiona1 rules. At the onset of this study we

1ewed our. evaluation as no more than an interim evaluation. .A .

complete evaluation could not occur until ‘after 1983 when the transi-

‘tion wouId be complete, By that t1me, other modifications might Mave

!

'precluded a clear-cut evaluation of ‘the 1973 reforms. In the meantime,

,the controver31al nature of "negatlve alds" led to a court test.of :i.t:sg'-‘fm

constitutionality, and a Wisconsin Supreme Court decision in Decemher,'

¥

rl976_held that negative aids were unconstitutional._ This decision’

o,

ellminated a key -feature of the reform legislation and altered the

\

1mpact of the 1973 legislation.‘ Because the Court decision modifled

123

the effect of the tran31tion rules, the implementation of the reform

can be viewed as v1rtually complete, s1nce the other minor transitional

apsects of the leglslation had almost worked themselves out by 1975-76.
As we shall see, however; other elements of the reform legis- ""ow
lation have worked against its goals, We referlto the set of spending

limltatlons which restrict annual increases 1n:the school budgets..

" These cost controls Imposed ‘each year 11mit-the attainment of two

maJor obgectives--greater equalization and improved quality of -

¥

1This last consideration increases the complexity of any

-attempt to evaluate- the school finance reform 1eg1slation. We have -

made a limited effort in this report to touch on this issue, recog—
n121ng that ‘much additional work remains to be done.

o

g S ‘ - - I

-



~

.education through:implementation of minimum standards. The point to
recognize is that the reform and associated legislation, in attempting
to achieve multiple goals, inev1tably led to conflicting provisions

¢ -, 'that lef; the outcome of the legislation in considerable doubt. But

this is getting ahead of the story.

Our study . is dividéd into several parts. Part iI begins4with
a description of the law, and Part ITI compares its provislons with
r‘those found in the earlier legislation. Part IV discusses the reform
in the context of‘Wisconsin_sstate—local-fiscal environment. Part Vv
reviens‘the politics of its:legislative‘enactment. Part VI describes

s how the impact of the“varionsfparts of the legislation will be measured.

c

Parts VII, VIII, and IX present our findings. Part X provides a short’
. v ) ' - .‘ '
summiary and our conclusions. . S "

U

IT. DESCRIPTION OF THE REFORM LEGISLATION

This section describes Wisconsin's 1973 school finance reform‘
, law and its associated le;is}ation.z After a brief descrintion of thex
objectives.of the law,'we.nresent a detailed examination of the_current
law;s.provisions.' We then compare the old and the new Iaws,.with
:emphasis-on.the origin of the reform provisions, similarities?in the
laws, and the unidue aspects of Wisconsin school finance.. Several

Lsubsequent"changES-in:the 1973 law are woven into the discussion.

- - ] . ) | |
Objectives of the 1973 School Finance Reform

The school finance reform law had several major objectives,

not allaof which aie made explicit in the law s ‘statement of purposes.

-

2We refer to Chapter 121, School Finance, Wisconsin Statutes,:
197é Chapter 90, Section 550, -Laws of Wisconsin, 1973; and also
Ch’bter 121, Wisconsia Statutes, 1975, and Chapter 39, Sections 608 610,

i

Laws of Wisconsin, 1975.. -~ o L e

Q i T : “:ﬂ 115 | 1’?”7 .
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The first obJective was to provide relief from the local

el : '
general’ prooerty tax as a sourcc af school revenue where surh ‘tax is

excessive and to tap other sgour.=ws of state revenue to pay & greater

Droportion of the costs of education. Implicit is the”objective of

reducing differences in school expenditures dmong school distriots

bY giving greater relief to high tax dlStllCtS.:p'

A second objective was to bring about greater equality 1n
school spending. This was accomplished in two ways. _One was.through"'

power equalization which guarantees a standard tax base-for all dis-.

‘tricts. - This would neutrallze property wealth differences'on the

Acapac1ty of districts to raise funds in aupport of thelr schools.
The other was to discourage higher spending districts»from their-high
pending levels by requiring these districts to’ pay negative aids to

the state. In effect, the state's costs of equalizing school expendi—

tures go down by forcing a portion of these costs onto high. spending—

high wealth districts.

-

: The third obJective was to guarantee basic educational oppor—

tunity-to.all students.~ School districts must offer programs meetlag

certain ninimum,standards as a“condition of state funding.’ Incentiﬁes.

to hring about consolidation into‘K-12 districts continued. Greater
1 : equalization of funding is not_sufficient for increasingieducationalg
.»opportunities, thoughipresumably it facilitates'greater uniformity in

the quality of education.

.

A fuurth obJective was- to limit the rate of annual 1ncreases

“in state—provided séhool aid payments bp cost controls.
¢ . ‘It seenslobvious that objectives one and two go together.in
two important ways. “First, they attempt to promote greater equality

- ne 121
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of educational expenditures by guaranteeing a higher level of spending
and also reducing ‘the incentives leadtng toward high spendlng “Second,

“they attempt to economize: on the state resourceS'by diverting resources

P

from‘high”spending local districts”to,aid in eagaliziné school expendi-

tures. Bnt‘these redistribution_goals conflict with the goal of pro-

>

'ividing general property tax relief since property. tax relief can hardly .

be uniform (or 'general') if there is,an attempted redistribution.A The -

first two goals may conflict with the th11d goal, depending on how more
Spending translates itself 1nto educational quality across school d1s~

tricts; more money-does not necessarily increase-quality. Moreover,

.

the tourth objective c1rcdmscr1bes the equalization goals by limiting
“the possibility of larger expenditure increases for low spending dise'
tricts.l_EQually inportanti objectives,tno, three,iand four conflict
with a fifth goal~that,emerged inwtheulegislative process;-namely,
'maintenance of local'antonomy and_control.i |

-The extent ﬂo;which these oojectiyes are in conflict will

' ‘become more apparent as we-describe the nrovisions of the legisla-.v

”-

tion and subsequently examine its-effects;

'Major Provisions of the 1973 Reform

The provisions of the reform package, shown in Figure 1, can

‘be grouped as follows ¢ b?l) state minimum standards of educational

'quality;'(Z)'definition of costs the state agrees~to share with local
governmentsj (3) controls on cost increases; (4) determination of. the
amount of aid prov1ded by the state, and - (5) trans1tion prov1s1ons

.~

for phas1ng in the operation of the new law.

SR S b A
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; FIGURE 1
n N THE MAJOR PROY;SIONS OF SCHOOL FINANCE LAW -
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‘provisions written info the daw. - -

- with thehqualifications, pay, and:inservice training'of teachéfoCa;"'

- The linkages among these prov1s1ons can be briefly descr1bed

as follows.‘.the}flrst m1nimum standards, outlines thé kinds of edu- .

cational activities which the ‘state views as appropriate and'which

help to set the level of per pupil costs.. But since not all costs
are deemed suitable for sharingAby the state, this requires indicating -

which costs do and do not qualify for shared aid. Whatever the level

- of costs, cost controls restrict the rate of increase in costs to be

&

' shared. Once the allowable shared costs and changes in them have been

established the formulas for calculating state aid must be used. The

“actual amount of state aid provided is affected by the transition

Séhool District Standards. iThe 13 minimum standards imposed

on school ‘districts embarce a number of considerations. Three deal

b, c) Another -seven mandate the total amount of 1nstruction as well

Y .

as certa1n types of instruction and academlc serv1ces (d e, f g, h;

- '5‘1). Two . concern safet of the fac111t1es and prov1s1on of health
J y

'

services (1, k). -And the 1ast (m) requires certain minimum tax levies

for unconsolidated districts. After July 1 1973 school districts

were to be in compliance-with onewthird of these standards; all districts
. L

[ -

were to be in compllance with two- th1rds of these standards by July 1

1974 and districts were to be in compliance with all’ of these standards =

after Julyl 1975. | o L S

'.Définition'of Costs}» Central to any program of state aid is

‘the deflnltlon of school costs and the method for ca1cu1at1ng these

costs. ~Shared'coSts are defined as those-schdol_district costs the

1

N L
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state is Willing to share.3 These costs include school district net
'operating costs, teacher benefits, and up to $lOO per pupil of non-

operating costs, namely, debt serv1ce and capital outlay levies. Non-

shared costs are thosehpaid by local school dlStIlPtS and are composed'

i
’ primarily of construction expenditures, since the costs of fina%cing

these expend1tures are reflected by debt serv1ce and capital outlay

lev1es, this means that a major portion of construction costs is

.

financed by shared costs. . ' L : o .

Shared costs are divided into two parts.  Primary shared costs

,constitute that portion of_shared costs per pupil which are less’than
llO percent of the prev10us year s statewide average per pupil shared

cost. The portion of costs above the llO percent level is des1gn1ted

- as secondary shared costs. The purpose of the distinction is to-“

cause the state to pay a smaller proportion of secondary shared cosLS' f

this'serves to wéaken the inoentive for districts-With ‘high pervpupil“
expenditures to'continue high spending levels.,

Cost :Controls. -Cost controls set‘an]upper'limit on annual

- : T B : -

increases in per pupil shared costs. Debt service and capital‘outlay ,

[

costs are excluded from the shared cost budget as defined above in

€.

applying cost controls. The allowable 1ncrease is set each year by

”the legislature, Wlth the intent of restraining large increases in

f

spending by local school districts. The cost control llmlt may be

exceeded by passage of a local referendum authorizing increases in

excess of the limit. In addition, the state superintendent of public

' 3"Aidable costs" or "aidable expenditures" are perhaps more
descriptive terms. ' We will continue to use shared cost as it is

written in the law.

1
9 .




instruction is allowed.discretionary power to grant certain exemptions*__
toythe limitation. T-— . | -. |

In l973 the first year, the limit was $55 per pupil and 197
out of 436 districts were allowed to exceed this limit. Ihe exceptions

totaled $7 million. 1In 1974—75 there were no limits and'therefore nc

exceptions. In 1975 76 the controls 1imited coét increases to 9.5

percent of the prior year 's- shared cost budget. For the sameiyear

the,legislature also authorized”specigic exemptions to‘apply under

o

s ' v

: the following conditions: (13 if controls prevented implementation ;

of new programs for handicapped children,4 (2) 1f controls prevented

- utilization of new construction and capital improvement, and: (3) if

hjcontrols prevented implementation of a comprehensive plan for the

elimination of racial imbalance by_a specific date.5 - It is worth
noting-that the restriction of primary.shared costs to.llO percent'of
the prior year 's statewide average also acts as a cost control device

Determination of State Aid Payments. The state provides aid

to local school-dlstricts through‘a formula that differs for primary

and secondary shared costs.

7

The Primary State Aid Formula indicates how the state deter- '

"

mines:its funding of primary shared costs. There are several elements

to the formula, among them:"Primary State Guaranteed Valuation (PSGV)-

which is the equalized_propertynvalueyestablished by the legislature'

“

4The 1973 legislature instituted a new comprehensive special

educatlon law for children with exceptional.educational needs (Chapter

.89).. It required all children between the, ages of 7 and 16 to attend -
.school programs and required all school districts to make:programs

available for people between the ages of 3 and 21. Between one-half‘

‘to two—thirds of the increased expenditure is financed by the state.

o 5In 1976, the Milwaukee school district was ordered by the -

‘ Federal District Court to desegregate,

l-?’- ) ',~". e . -,
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“. 4+ to guarantee -an equal amount of property value per pup1l in order to

support the education of .every student School District Equalized

Valuation (SDEV) per pup1l which is the full property value divided

by the membership of the school d1strict Net Primary Guaranteed

Valuation (NPGV) which is the d1fference between PSGV and SDEV;

" %

Primagy Shared: Cost (PSC), and Sé; whlch is’ the Primary Required ST
- Levy Rate (PRLR). The'formula is: ’ - . o
et ) PSC - o o : : .
Primary State A1d = ESEV _(PSGV - SDEV), or (PRLR) x (NPGV).

2 !
Bl

If NPGV is posit1ve, the state provides aid which ensures that similar
TN o

' 10851 tax rates provide equal educat10na1 revenues. The district
choose \an expenditure level.PSC, and the state then provides aid at
an amoun \\equal to the PRLR t1mes “the district 'S defic1ency (relative

to the guarantee) in its NPGV If NPGV 1s negative, there must be ‘

payment as calculated by the formula of .a Primary Negative State Aid

from the d1strict ‘back to the state. In other. words, the effect of
the formula 1s to force high—spending hlgh—wealth districts to - reduce

their spending and thereby narrow ‘disparities in spend1ng among
‘ 2
school d1str1cts.

- The Secondary State Aid Formula is used to fund secondary

shared costs. The formula has the follow1ng elements becondary ' ..

State Guaranteed Valuation (SSGV) which is the average equalized '

a valuation per student for the entire state, School D1str1ct Equalized

. ValLation (SDEV) which was descrlbed above, Net Secondary Guaranteed

4 . . Valuation (NSCV) which iS'the“difference between SSGV and SDEV; G -

. 3
-

~
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Secondary Shared Cost (SSC), and SSC/SSGV wh1ch is the Secondary

- v

: If NSGV is positive, the state prov1des the requlsite aid. 1If NSGV is o

Required Levy Rate (SRLR) The_formula is:

B
- .

-

X (SSGV - SDEV), or (SRLR) X (NSGV)

SSC -
"SSGV °

Secondary‘StatehAid =

Y

1

negative, there must be payment, .as calculated by the formula, of a:

Secondary Negative State Aid from the district to the state; It should

.

be apparent that the secondary state aid formula also ensures that the
same:- tax ‘rate y1elds identical total school revenues regardless of the -

d1strict S equalized valuation 6 _ ’ - 'c A ‘. ¥

S
v

(Late in 1976 -the State Supreme Court ruled that both primary _ p-" i .:
‘and secondary negatlve aids ‘were unconstitutional However even in

1975—76 the primary guaranteed valuation fbr K—lZ districts was- set s0

kY

high relative to. the average equalized valuation that few districts T e

> L - L

_'jwould have been subJect to the negatlve aid prov1sion )

" their guaranteed valuatlon to ensure that they provide some minimum

Two other technical features of the formulas require‘mention

! N : AP S -

First, distr1cts-are required to apply'at least a minimum tax rate*to

el

level of.support. (Actually, this is one of the 13 minimum standards )

."This_minimum'tax rate is setlat 5 mills’for'districts with grades Kf12 f L BT

‘and at 3 millslfor.districts offering onlyAelementary grades or.only .

w K , .. s Iy
6Because the 110 percent limitation is established on the basis .
of the prior year' 5 cost, the current year limitation is somewhat less
.-than 110 percent. 'As "an example, assume.that the prior- year's state
average cost was $1,000 and, the primary shared cost ceiling for the L
current year was 110”percent of this, or $1,100.  Now suppose the’ : . S
current year ‘state ayverage cost turned out to be 9.5 :percent larger ' '
or $1, 095 In this case, all costs.exceeding the state average by $5
~are. secondary costs..,These assumptions .are plausible and should"
“illustrate that-the 110 percent- limitation is. considerably more’ ,'
binding than it might first appear ‘ , o

l

"d,ﬁ;fﬂag,f_ Yi.iiécilkignpzjzs'w- .143
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high school grades. Second, the primary and secondary guaranteed

>

.valuations are only 92 percent ‘as large for union high schools and 74

percent as large for elementary districts as compared to K-12 guarantees.

n

- ' 3

This has the effect of providing-such districts with an 1ncentive to

. Co consolidate. The effect of this incentive has been negllgible s1nce N

_only two districts merged in the past s1x years.: Paradox1cally, this

1ncentive interferes with the desires of local districts to’ maintain

‘ control over their own schools. It also forces them to tax at a higher~

rate to provide equivalent spending per pupil for their children.

———a,
',___ —_—

Transition Provﬁsions. These prov1sions ‘were des1gned to ease

. [‘ . ) .
local implementation of the’ reform, and they reflect legislative com= L
4 It . ™

promise.‘ Essentially,.negative primary aids were cancelled for four L
- l

years, until-l977~785f in addition, any loss of aid, compared to‘

T T T R T

1972- 73 ~would .be prorated over a 10—year period according to a

special formula.7 If equalization aid and trans1tion aids were nega—
; A
tive, the state would make up- through Zero minimum aids the loss of

ro

aid but only through l975 76 (As noted earlier, the 1976 Supreme ’

Court decision nullified "the payment of negative primary and secondary

" aids.)

o . ,' A Diagrammatic Representation of the School Finance LaW

Figure 2 summarizes the key prov1sions of the 1973 legislation

N Ag At

including ‘the effect of the Wiscons1n Supreme Court s ruling that B

&

‘negative_aids are unconstitutional. The top sections encompass those

<

o 7If less aid was received in the: current year compared to
‘197273, the district would receive 90 percent of the difference in.

- 1973-74, 80 percent of . the difference in 1974 75, and so forth until
1982 83 o R,

R
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Application of Minimum Standards

R .

FIGURE 2

. NISCONSIN S SCHOOL FINANCE SYSTEM
(all costs and valuations in per pupil amounts)

Determination .\

S - ‘Minimum, (
o Educational ' |{~{, ‘of local
;. - |__Standards sCh°°1 district

e - programs

-4, Determination ‘of State Aid Payments for Shared Costs '(Equalization Aid)

-2. Definition'of Shared Costs . 3.'Cost Controls

ALL Nonshared Costs
Debt :service and capital

Total-Costs:
Net Operating

Costs levy exceeding $100 .
+
i ) All Shared Costs Cost COntrols e
" D::; C::i:§§e Net operating costs Shared cost budget, except funds
) . needed to implement new con-
Outlay 2::; 32:::°§188d capital struqtion or new programs for
. the handicapped :

| Primary. g Secondary. Shared Costs. \'- | T
-Shared (portion of shared costs . ‘ ' ‘
Costs exceeding 110% of atate

. - . - ' average)

. o
i : : .

Primary Shared Aid Formula o o ' g

Secondary Shared Aid Formula.

RN )

- Primary: State
Guaranteed
Valuation

Smaller for“Districts
with only Elementary

School /seconda = 3 School.
_| Pistrict Required X GE;::n::zd _| District - .
Equalized Levy ‘Valuation .Equalized o )
Valuation L Rate , ) - Valuation -0

Smaller for Districts
with only Elementary
or Union High Schools

or Union High Schools

" IF;positivé;" e

) 1P negative,
Primnry State Aid (or) Negative Primary Ald

l . I IF positive, - ‘IF negative,l ‘I
© PLUS -

Secondary State Aid (or) Negative Secondary Aid

L]

£ - B -

5. Transition Provisions:

If aid. under the new
formila i8-less than
‘under the old one

e

6 Negative Aids Court Case

i - The Wisconsin Supreme Court .
T R - ' disallows any paymeats .from the . ) .
Primary negative district to the state (Nov. 1976). - ’ :
alds cancelled e :

- gy |———

Transitional
Aid

1972-73 state aid ;
+ plus teacher benefit - aid under
'contributions

ZERO minimum Aid:

F f 1-
IF sun of equa | Afd-to school

ization aid and
transition aid district is set
is negative equal to zero.

Equalizatioh

xl'i‘.ransi.tion‘
proration

new formula
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"lt-provisions related to.(1l) minimum standards, (2) the definition of -

e

~t

~the calculation of; state aid:”

Court decision: ‘ g _ o LT

>hared cost and (3) cost controls " The middle section indicates‘the'

.prov1sions pertinent to (4) determining the amount of state aid for

éach district The bottom section ‘lays out the trans1tion provisions'
(5), and the Negative Aids court deoision (6) Appropriate symbols.

indlcate who is responsible for decisions relevant to each of the

'provisions c1rc1es indicate a 1ocal government decision, squares

L4

' descrlbe a statutory provisdon, double squares ind1cate a decision

‘made in.the appropriations process, and hexagrams show an index such

-

as a.statewide average. The slashed areas reflect the 1mpact of the

III. COMPARISON OF THE 1973 LEGISLATION TO PRIOR LEGISLATION

o Our discussion of the 1949 1aw and 1ts relationship to the.

v I

. 1973 reform follows the same general outline as in the previous section'

- The discuss1on emphasizes the or1g1ns of the reform provi51ons, siml-‘.'"

"'!;-

larities in the laws, and unique aspects of Wisconsin school finance. o

)

School District Standards .. "‘ ' '-:- T S

. The 13 minimum standards did awvay with the old distinction 4

: between "basic" and "integrated" districts by requlring a11 schools

x .
to meet the same standards.8 Previously, some districts——called

. . . s
" of

basic distrlcts--had to meet only four of the present standards, '

those3pertaining-to teachernqualifications, salary-and"sick 1eave"(

8The old - distinction wasaimportant because of differences 1n



. structional materials reflecting_society'

r h

provisions; a=180vday school year, and the minimum mill rate.
: T

Integrated districts ‘had to meet higher standards, 81m11ar to the

present 13 standards. However, ‘the 1973 standards possess a more

'contemporary f}avgg;_inciuding-the'requirément of a kindergarten

.

_'prOgram for 5 year‘olds; remedial reading programs, and'school in-

A

s cultural and pluralisticj '

-

diversity; These new standards, even w1th their gradual phase—in,

' were expected to cause increases in expendiLures for most if not a11

districts ‘and somewhat larger increases for districts previously

classified as basic districts. ' ' ’ - o

.éhanges'in Aidable Costs o _— ' )

level thatﬁ,financed them.

The total cost shared with the state was considerably smaller

s

between 1949 and 1972 than under the new law. Fignre 3 illnstrates

the-prereform:and postreform'categories of coststandfthe'governmentm"a oo

-~
-

In 1972-73, the yéar before the reform,-all debt service and

capital outlays were financed locally. They represented'about 10 per-. -

g

cent of educatiénal costs."State‘payments of employer contributions

e . . o < . - _
for all teacher social security and retirement benefits amounted to
R [ . ’ . . o o -

6 percent of total costs. The state also contributed categorical aids

totaiiné 4 percent of educational costs. Flat aids‘averaging:$77 per‘

) . o . ' . \ ‘ .
pupil were guaranteed to each district,9 and these grants provided

'approximateiy 6 percent offthe total costs. This,.left 74 percent of -

9The aid formula was written in a way that flat. grants went -

only to districts where’ éﬁualization aid ‘was less than the flat- grant

amount. In our calculations we assume that the.flat grant is given to

. each district first. Aid exceeding this amount is considered equali-

zation -aid. -

o 32
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- Lo FIGURE 3 |
e S -
TOTAL ‘SCHOOL' COSTS AND SHARED COSTS,
197273 AND 1975-76 -
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_ total costs. in the shared cost category; the state paid 14 percentage ;
points and' the school districts paid ﬁO"percentage points.‘ ih
. - After the 1973,reform all costs'were shared except state;

: B} i

: categorical aidband'total deht service and capital outlay'costs ex—
ceeding 5100 which are financed entirely by the school district./
Ninety—two percent of all educational costs--as contrasted to 7& per—'b

.o

"cent previously——were subject’ to state equalization aid, with the state B .

'paying 36 percentage points and the school districts 57 percentage points
- of this total ;: ' - l '_ . _.';l. .*, B ' )
| B From 1972-73- to 1973-74, ‘the stath 5 proportion of total school -
‘“costs rose by one-~third, from 30 percent to 41 percent. In addition; ) [

the portion of costs funded by state, equalization aid more‘than doubled, o b
/ - - ¢
| rising from lﬁ to 36" percent This sharp increase occurred/because‘ ' “
lflat grants . and state payments of teacher benefits (also a flat grant)
-.;m”werevmerged into the shared cost category. Together they represent | e
40 percent of state aid prior to the reform 10- This marked a continued
trend away from flat aids which in 1949 comprised 70 percent of the : , A
school aid budget but had dropped to 20 percent by 1972 73._ |
: The $lOO limitation on debt service and capital outlay levies

.came from legislative compromise.11 Prior to the reform, the lOO

f -.
v .

10State ‘funding of teacher benefits is antiequalizing since
wealthy districts usually, have more - teachers per pupil dnd are also
more highly paid: : -

. ' 11Both the . governor and the Task Force on Educational Financef' ' v
and Property Tax Reform felt no limitation was. necessary. The gover- . '
nor's budget bil11 included provisions. for state required approval for

all construction. That provision was’ eliminated with the institution

of  the $100 limit.: - ) : g_

* “J L i;

",r-'\h
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percent local funding ofvconstruction was legitimiaed as-a‘means:ofn
both preventing state control ofhbuilding programs and discouraging T
elaborate and-expensive facilities.L Theisame'rationale prevails'

_ currently in defense of the'$100.limitation; B

Increase in Guaranteed Valuation . ’ 'ﬂ, “ ‘ f

The method of aidlng shared costs, once these costs are.

defined is essentially tlie same in both the old and new laws, each

o~ o, .

- - < S
.

distr1ct is guaranteed a 1egislative1y determined Jrax base. State

-

aia is the difference, between locally raised revenue and the,amount a

that would have been raised had the district actually possessed the K hb-:’
iguaranteed tax base.12 The 1973 law did change the construction of ~

the guaranteed‘valuation formula.' Costs which exceeded llO percent '

L ; . of the state average are’ aided on the basis\of‘the actual state':

. Lo

average property valuation.. No such distinction was made from 1949

E TR to 1973. This new two—tiered guaranteed valuation helps redistribute

o

state aid from ‘high expenditure districts to 1ow expenditure dis-

tricts by 1ncreasing the primary guaranteed valuation. .
- ‘ | - Without the flat aid components, the or1gina1 1949 law
. N )] .
- would have been fundamentally the same ‘a8 the 1973 reform had the )

_state provided 40 percent of . all educational costs.l3'=In»l949 school

> Lt e
- N ' . . , P
we °

: : RN
12Colorado and Illlnois have a similar formule. It should be e

noted that a guaranteed tax yield formula is only a different ‘way of o

formulating a guaranteed tax bas€e formula. A 'dollar guarantee per, L

" mill" is equivalent to a ''tax base for each mill levied." Kansas, e

Maine, Michigan, Montana, and Ohio distribute some aid in this manner. ‘

- - 13'I'he study commission, whose recommendations - formed the

i _ . basis of the 1949 law, did in fact recommend - a 40 percent funding

' level.: . o ,

a




4

aids provided onlv'lS percent of total school funds,'an.amount 7 . v
sufficient to give a guaranteed;tax base of $16,000 per pupil’

r
S

whereas the actual state average was $20, 000. By 1958, the guaran4 :

.
\\

;,teed vdluation finally exceeded the state average. - _As shown in

". Table l the ratio of the guaranteed valuation to the state -

average remained constant in the late 1950s and early l960s, hit:

;another plateau around l970 dipoed a bit in 1972 =73, and since ,/.J

that time has risen sharply.,

TABLE 1
o STATE AVERAGE VALUATION AND PRIMARY GUARANTE“D VALUATION ,
“ _ 1949-50 to 1975-76 :
- | ‘. State Average S \ : .ﬂ, E k .
. : Equalized, . - . Guaranteed . Ratio of
_ School Year . - Valuation . = -~ Valuation Valuations
1949-50 < . 7$20,000 . . $ 16,000 TL.80
1954-55 23,500 .. .~ -21,0000 . .89 =
1959-60 - 24,957 © 33,000 . - 1.30 . <"
1964-65 26,420 . 3,000 . - 1.32 o
1969-70 . 29,478 " T42,000 . 1.42° .
‘1970=71° - 30,478 - 43,500 1.42 |
1971-72 . 32,736 47,900 1.46
1972-73 - T3sess " s2,000 - 1.5
©1973-74 | 42,700 71,200 1.66-
1974-75 T . 47,600 75,500 - 1.58 °
1975-76 55,900 96,500 - T1.72
o .1hough Wisconsin'sraid formula has'not Changed signifi— "' . -

cantly,,the state's share of education costs has increased and more
“"aid. has been funneledi through the equalization formula rather than B

flat aids;i This has resulted in a Shift from-prOviding migimum aid - . .“

‘ .. ) R * '.;..v.
N ) .. o .
| o 13 | o L




. mills to. 19 91 mllls, and many dlStrlCtS received lOO percent state S

. . [
> . .
€ - - ' \
A B (I . .

‘}to/aid that has an equalizing effect.‘ This shift has been accom—

plished by rais1ng the guaranteed valua*ion from 80 percent of the :

{average valuation in 1949 to ‘almost 80 percent more than the average

valuation in 1975. «

High Spending D1str1cts.'

hS
»l

——

‘For a number of years Wiscons1n struggled with the problem

v
»

of stimulating local expendituresuon educatlon-while discouraging

»

*"excessiﬁe" per pupil expenditures by wealthy:districts...From 1955

to 1969 the state paid 100 percent of costs in excess of 15 mllls'

.this was ralsed to 17 mills in 1963. Once the mill rate lim1t was

met; local school officlals could increase expenditures withuno change

[

in local property taxes because the state pa1d the added costs.. Over

i

the period 1965 to 1969 the median school tax rate rose from 16 96

-

aid for. expendltures in excess of the\kevenues ra1sed by a 17 mlll
. . - » - - . . ] 9 .
‘rate. o ' ' .4 oo

The depletion of the general fund caused by this provision

stimulated an about;facevby the legislature in 1969. It then shifted'

 its empha51s from a1ding dlstricts with a high property tax effort

. l "
to controlling costs.,é Accordingly, state aid ‘was tied to d1str1ct

-
1

pr0perty valuatlon and to expenditures relatlve to the statewidet

‘average cost. The effect was to sh1ft state aid to high effort{

©

*
13

. -low wealth d1stricts.' - - . . ' | RS

14Th1s provision was actually called "cost controls" but its

h"purpose was to limit state.aid payments rather than to hold down the

costs of providing elementdry-secondary edpcation. ile avoid the use
of ' the ‘term 'cost control" in describing the 1969 law, so as not to

confuse the- reader with the 1973 law's definition of "cost controls.

R V‘. b4 ‘ . B - . . » ]32 _' l.“':j.." %‘.“ - .. ’ - s



Two different problems were addressed-by thése provisions:

(l) high tax effort necessitated ‘by low‘wealth, and (2).taxlbase‘

l exploitation" by wealthy. districte resulting-in "excessive' ex-

penditures. The l973 reform.tackled the problems with two policy

changesg‘ F1rst, all aid would depend d1rectly on wealth and not onﬁ

L3

_-high-tax rates. Until the l976 State Supreme Court decision, nega-

excessive expenditures. Second-,expenditures exceeding 110 percent,

tive aids'removed the relation between high wealth and so~called
- . ) - 23 . .-

- .-
of the state average for the prior year (secondary shared costs)
!

would be partially financed by the state on the basis of wealth" but

at a‘lower rate.

The Supreme Court's negative aid decision allows about”7 per-

[

. cent of the districts having 4 percent of the state's studentslco‘

~ El

continue'taking advantage:of their high'wealth for all educational

expenditures, since they can continue spending -at their current

high levels. Wlth regard ‘to secondary costs, those districts with
!

'property valuations exceeding the average, about, half of the districts,

1

%%can now tax a larger property tax base than those districts below the

~ 15

©  state auqrage ' . - o

- . ,

' Cost'Controls i ,

The»cost control feature initiated in 1973 does not deal with

. X . . - e
& ~ - = ’ Y ¢

the problem associated with aiding highfexpenditure districts.

- N -

.:Currently,-it limits alleschool districts to a. 9.5 percent increase

L

in-per pupil expenditures. . However, previous experience with cost

]

In 1975- 76 80 districts received positive. secondary aid
and-ié would have. -paid secondary negative aid.

-« 15
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increases is pertiqent"to understanding the intrbduction of cost’

-

.controls. 'Cost controls hadlnot existed in'ahy‘form before 1969 -

when the state paid all costs exceeding the revenue raise& by the. -

17 mill rate. But Begause the drain on state resources inc;eased:éO'_

;épidly,'the 1969 law relieved the state‘from;this’obligation\and‘
' required local school districts to pay all costs exceeding the 17

mill rate. Moreover, when calculating state aid the portion of Tet

RN

*. operating costs which exceeded 10 percent of the average net oﬁEf%”*“”

ating:costS'bf similar schools was, to be excluded. These provisions.

‘shifted a greater share of the eipenditu;esiback‘Onto the property

’

.tax. . The idea of cost controls continued in the 1973 reform dis-

cussions because the state,.through its redefinition of shared costs

and its assumption of .a large proporﬁion of shared costs, did not
: - SRR . .

want to see educational costs further escalated. Cost éontrols,_
therefore,” provided a reasonable methqdﬂof.resttéining cost in-

. - ’ : ' C-
-creases. However, cost controls were initiated in legislation

>

_separate from the reform itself. In additionm, the secondary aid

feature . of, the formula attemp;ed to hold down ekpenditu:es'by higher
. cost distriggé, théfeby representing an indirect'type'of cost control.

A

%inancial Incentives for School Consolidation

Two féaturgs of the 1959 financing system encouraged school

”dist;ict consolidation.. First, flat grants were ‘about half as lafge
for "basic'" schools (small SChobis with few course offeriﬁgs) as for
"integrated" schdéls}l6 This'distinction was abolished in the reform

i

16 only 1.5

' At the time of the reform, "basic" schools had
percent of the pupils.‘ ) R

- 13
y [ o ‘ ‘.', :L . 10’9
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First, the incentive structure that ‘did exist appears to have done ; L

to l973 However, the number of K=12 districts did not change much

these districts did not consolidate because they wanted to provide

_presumably higher-quality (higher cost)'schqoling.than would other-

"and instead 13 minimum standards were required. of all districts.

~ © °
v -

Second, the guaranteed valuation was smaller for elementary districts

and .union high school districts. This disparity in valuation guaran-

tees was maintained in the new law even though school consolidation

f

" policy has been unsuccessful in recent years. The number of'school‘

r“districts has’ decreased by only one in ‘the last seven years. The'

3

unchanged policy was - achieved in legislative compromise 'since the
governor 's budget bill called for consolidation into KrlZ districts.
The role of . consolidation is-important for two reasons,

[

its job by reducing the number of _elementary districts from 4,500 to

J3 and union high schools from about 50 to ll qver the period 1949

oyer_the‘period.' Interestingly, in l973 74 one-third of the union

;high school districts and two—fifths of the K—8, as compared to only,

4hpercent'ofythe K-12 districts,:were negative aid areas. It'is clear

wise have been possible. Second, in the past the concept of equality
of opportunity has been couched in terms of consolidation with its
attendant effects, rather than in terms of expenditure. School  °

finance policy simply addressed the issue differently then.

v
©

. Conclusion ; . ' . - : | e

The Wisconsin school finance reform assumed that greater

equality of opportunity,would reSult 1if differences in wealth were

completely,removed as a dtterminant of school tax revenues and if

Rl

-




,Didlthe Wisconsin law actuallffpermit?this?

.per.pupil'spending'disparities among school distridts'were reduced.

- The Wisconsin Supremevcourt's decision on negative aids pre—

vented the complete elimination of property wealth as a determinant o

= -

-of revenues. Essentially the same mechanism for distributing equali—

l‘zation aid reméined from the prereform days, and “thdt"is a guaranteed L

'shared costs, and additional funding has resulted in_a guaranteed

tax base. Although Wisconsin has never had a foundation plan,'

‘combination of eliminating flat aids, altering the definition of -

-

-

.
-~

yaluation exceeding the actual valuation'in-almost_all districts.
Thus.jnon about 400 8f the 436 school‘diStrictsrarefguaranteed the
same,propertyitax"base for school;financing'purposes. _‘

The goal of equalizing expenditurES is not reconcilable with

power equalization. How the district power equalization concept of
\’

’utax“equity, designed to allow and perhaps encourage variations in

local expenditures, came to be incorporated into the same: reform as

®

that calling for equal expenditures is a mystery of the 1egislative

process we shall not attempt- to dissect. As it worked out, the .

»

LS

Wisconsin Supreme Court decision permanently undercut that intent.

JSeveral features of the reform do'provide financial in-

centives for low wealth districts to spend more and ‘for high

[y

expenditure districts to spend-less., Abolishing flat _grants and theh

‘100 percent financing of teacher benefits means that wealthy districts e

- [V . - .o
must reduce expenditures and/or obtain more local revenue. These

- o o ' .
changes helped_free enough revenue to more than double the proportion

of state aid devoted to equalization. 'gy adding the first $100 of -

=)

- ~
- '
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nonoperating costs to the ‘shared cost Category, a, substantial =

} able to-‘catch up" and thereby make expenditure decisions on a.

G

portion ofrlobal facilitiesAcould’be partially financed.byﬁthe‘state N

according to the equalization formula. Thé increase'in“the-staterrm\’*'*

funding level from 30° to 40 percent not only helped finance the new

elements in the shared ‘cost, category, but ‘also’ allowed the primary_.

guaranteed valuation to jump from l36 percent of the state average e

a

to 172 percent. The concept of secondary shared cost provides an

hincentive for high expenditure districts, regardless of wealth to

_reduce expenditures somewhat without discriminating against school 1;
:districts according to wealth This means there is4no maximum
amount of state aid and no lid is placed on per pupil expenditures.

- Cost controls, on the other hand entirely frustrate the :
_equalization provisions of the reform, even without the negative aids.

While pr0perty tax . relief is ensured low spending districts are un-

-

.

"wealth neutral" basis. In fact, high expenditure districts can Y

raise per pupil ‘dollar expenditures higher than low: expenditure

.

districts even though the percentage llmitation is the same. Local

~

decisions on-how much to spend, an important‘Justification for power
‘equalizatiOn'finance systems,  is effectively thwarted Thus,‘propertyh

valuations, to the extent they influenced prereform expendit:re de-
. . . . . g
° \ : . . .
'cisiohs” are still related-to current expenditures.l7
: . v P .
Our review of.the legislation highlights some of its conflict—

’ing means for- achieving its several and apparently opposing goals.

3

17 : |
" - Cost controls enuld_he_made consistent with other features af

_the reform by allowing low spending districts a larger percentage

increase in expenditures.

Al o s . 3 ¥
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 1V.7 SCHOOL FINANCE IN THE STATE'S ECONOMIC ENVIRONMENT™  °~  ~~

Y

Our reading of'the“school finance literature indicates that
'evaluation “and analysis usually stop w1thin the confines of the

education finance- 1aw. There are: three important reasons for taklng

a broader approach.' First, even full power equalization still leaves

-

'.“important 1ncome—based influences on school expenditure decis1ons."hm“"” N

'

Second, - the S}Xﬁ of state a1d to 1ocal governments helps determine

~
\-

the extent to which noneducation finance influences school expendi-‘

ture decisions, Third equalization provisions in noneducation state

-t

jaid'may_influence SChoolnfinance decisions differently in-rich and

poor districts. e SR

-

~This.sectiongexamines Wisconsin's state;local fiscal:environ;

[

. . v - ’ . . « - o . ’
‘ ment and seeks to establish several important'facts;v One is,thatr

Wisconsin ‘s state government allocates more aid ‘to local governments

L

a

. - than’ almost any other state and at the same “time allocates less to

. state- schools. It is also important to show the sources of state‘f
revenue and how they are distributed to local governments. ‘Finally,

1:major trends in_state—local finance and their implicationS’for school

finance are summarized. . - ' ’ T _— -

L .r
~ ‘ - -

State Aid to Local Governments

Although the 40 percent level-of state fundlng for precollege

education 1s not high relative to most states, Wisconsin ranked fourth
among all states in per capita aid to local gqvernments in‘1974 be—

.

hind New York, Alaska, and Minnesota.18 Wisconsin _spent $345 per e

. o 18'I‘he data in this paragraph are from State Tax Collections,

[ -
I3

1974, Bureau of Census'. ; L ) . ..




: finance,\spent 1ess: $316 An California, $158 in Massachusetts, $l92

59 percent national average. At the same time, it allocated the T ey

‘cent.

“capita on local government aid while other states, prominent in school

in Florida, $118 in Texas, and $133 in Kansas.  When local aids and”
._school aids are combined Wisconsin had the lowest percentage of

-total state aid contributed to education, 36 percent compared to the

- P
, d

f:highest percentage for general aid (aid with few spending restrictions)

After these state revenue transfers to lpé;l governments, the ratio of

Wisconsin s state to local expenditures ranked 48th in the nation at

30.2 percent while the local portion ranked. 4th’ highest at 69.8 per—

’

Despite Wiscon51n S relatively low level of state funding ©° = -
()

'for education, the large amount of'aid to 1ocal.governments.for non—i

educational serv1ces could minimize or reduce the indirect influence /

of"income and wealth on school expenditures. Therefore, we want to

assess "the way rich and poor school districts respond to the compo- N

. . 5 '
sition and distribution of the noneducation component of the state- T

(N

local finance system. .
T

Sources of State and LocalfRevenue

“a
"~ ‘

The sources of ‘state and local revenue, local expenditures,,‘“"

‘.

and state aids to local government for 1974 are shown in Table 2..

'State personal and corporate income taxes account for well Ever half'

of state’ tax revenue, and sales and excise taxes comprise another

" third. ©Nearly two-thirds of all state and_local~revenues are raised

at the state level. However, about 45 percent of stdte revenues °
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’ T . -
R ~ STATE -AND LOCAL -REVENUES IN WISCONSIN, 19243]5j

/

P

s

/ TABLE 2

I3

’Revénue Source? - _Millions Percent Type of Expenditure - Millions- Percent
Total state raised revenue‘ $,3;36§€' (63 4) Total state financed v . .
B L ’ : { . +  expenditures o $ 1,898 (35.6)
Individual - income ./ 873 16.5 p . - ,
Corporate income S 153 2.9 State aid to schools, i d
' Sales _ ¢ .510 9.6 ~ and’ localities .1’481 -27.8)
l'Excise caxes. ¥ ; 118 2.2, General school;aid 393 . 7.4
Public, utilitciés y 118 2.2 A F.school | 6 ) 1
All other . ] 1,573 30,0 Other'school aids 0o 1.
K . Shared taxes:
- | pér capita 161 3.0
o excess levies 115 2.2
/ utilicy ‘payments 6. .3
. - adjustments 3 -
- . State grants—in—aid to . e
/ ~ " localities 316 _6°0
. ¢ s " .Property tax relief:
' // General 195 3.7
yf - B R Personal property . 147 2.7
S . - Homestead Tax Credit 7~ 42 .8
m 0 - Vocational, Technical and e
7 " Adult Education Districts 33 .6
iotal lqcal'raised general S . " ‘Total local expenditures .
purpc@e revenue § 1,939 (36.6) from local revenue $ 1,939 (36.6);
'Netfprcperty tax | 1,125b 21,2 o v
. ,Schools , § 895 ) -
/ Counties - 225 Ll ‘
" cities - 281 '
“ "Villages 1 .
‘- -Towns ' - . 23
/! VTAED i | . 56 . ‘
7 Special assessments 14 .3
" Other taxes 22 .4 - .-
' Revenue for services to .
- private parties lagc. 3.6
All other-.. : 598 -10.1- ¢ - -
State and }6cally raised - State and locdlly financed ~
revenue -$ 5,308 (100) expenditures ; . $ 5,308 {100
Fedefal revenue sharing: ‘
" Allocated to school aids- $ 55 .
.Received by localities 103 ‘
" Federal grants—in-aid to 78
." " local governments .
. Federal aid channeled to 49
. ‘ .49
v schools )
-~ Federal aid to schools
and localities - $ .~ 285
Constructed By the authors from several documents%—in particular, é_gggggrx;gg

Source:

Wisconsin State and Local Government Revenues and Expenditures for the Fi- . .|

nancial Periods 1974-75 Commission on State—Local ‘Relations and Financing

Policy, July 1976.

o aRevenues are net of federal aid local figures are_net of state aid..

. : b'I‘he net property tax is calculated by subtracting general and personal property
tax relief from the gross property tax.

The breakdown by locality is for the gross
. property tax and will not add, up to $1,125.

a

®Includes $65 million in school lunch and inLerscholastic athletic revenues,
and $18 million in VTAE tuition, fees, and other revenues. . L -

This particular classification of aid to schoois and localities was derived

“hy the authors.

€rhese are categorical grants classified ag’ judicial, general government, public
safety, health and social services, trsnsportation, sanitation, conservation, and’

housing. b .
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jo(28 percent of all slate and .local expenditures)'is.redistrihuted to
:?:; : schools;andllocalities. 'Thus, while localities cannot tax sales.or

incomes, they do receive large amounts of aid from the more productive

'
3

and elastic state tax base.
Despite high tak levels in Wisconsin,.the distribution or

1ncidence of state: taxes according to -income: differed little from .-

the national average in 1974 19 f ”.h,.:y o

. 9

The substant1al amount of state ‘aid to localities may only
e g

e : demonstrate that this method of expanding the local revenue base has

" . at

e l-been chosen in preference to giving the revenue raising power directly
to localities by. means of a local income or sales tax 20 We cannot
successfully show why.Wisconsin moved in this direction, but it should '
be noted that in Wisconsin a per capita distribution of state collected _

_taxes is redistributive—and equalizing.21 E N L

» .-

19A famlly wah $7,500 adJusted gross income had an effect1ve
income tax rate of 2. 5 percent in- Wisconsin compared to 1.1 percent .
nationwide and 5.5 percent for- the federal income tax. A family with -
a $17,500 adjusted gross income paid 4.6 percent for Wisconsin per-
' sonal income taxes compared to the 2.1 percent national average and
" the 10.9 percent federal tax rate. Overall, Wisconsin state and
local taxes. (eicluding business taxes) Were the nation's highest in
family. income brackets exceeding” $10,000. These data came from:
Stephen E. Lile, "Family Tax Burdens Compared Among, States and Among
Cities Located Within Kentucky and Neighboring States" (Kentucky De-
par tment of Revenue,_December 15, 1975). Many of the data underlying. .
_ that study were "provided by the Advisory Commission on Intergovern—
mental Relations. - T e e e Rt

il

20 The Wallace Commisslon on State and Local Finance in Wis-
consin (1976) came to the conclusion that local income taxes would

- not be any more equitable than the property stax and that, local sales
taxes were more inequitable than the existing property tax.

!

-~ . - -

‘In a per capita aid formula, high income locaL&ties receive
less aid from the state than they contribute in taxes if one presumes
the state tax is something besides a 'héad tax. The system, could even

" be regreSsive with respect to income and still' equalize. i

“~ . - - . v
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On’ the local revenue. and . expenditure side, schools take -about

60 percent of all property tax revenue even after: the 1973 reforms.zz

- ’ ¢ ’ '

This proportion 1s one of the highest 1n the country.and may explain

why schools in particular are blamed for high taxes in Wiscons1n. 3 .
: \

B Cities and counties each receive about 20 percent,of'property'taXes,

b

anddothernlocalltax.sources produce-relatively.smallwamounts of-:ﬁ
reyenue. ﬁoreover, the sixteen.Vocational, Technical;:and'Adult EdP-'
cation Districts (%TAEb) also levy a property tax; In addition to‘\
local spending of $l,93§~million from their own sohrces,lVTAE spent\
* __$l;481 million" provided by the state and $285 milliondfrom.the i \ .
| federal’government. - | C | \
| 'State aid to.localities'comes in several'formséas shown on
’the right side of Table 2. The shared tax program has two majorz
‘ components: per capita aid which is distributed in proportion to " \
population andfexcess-levy aids which go to localities with high‘tax
- rates. (Beginning in 1976, this form of aidfincreased'substantially
‘.and is'now hased‘on'property vaantion,las is the school aids férmula;)
State grants4in4aid.(categorical aid) comprise the:largest componénth
after school aids. General~property tax relief appears as a credit
ongthe property_owner's‘tai“statementlbut, as with the excess levy

aid in the shared tax program, this relief goes more frequently to

. taxpayers<in'high tax rate areas._ Personal property tak relief

|

!

. ; !
"_applles to manufacturing equipment inventories, and livestock. The ’

b

Homcstead/lax Credit program grants property tax relief directly to

. . ) N i

. 22Since the state pays for some of. these taxes through the
. ___Homestead .Credit program,_the—actual—property—tax ~that- individuals ,
pay is lewer. _ , . . _ _ ' - )“




‘; R i
.individuals based -on income and the dollar value of the property tax
(or rent in the case of renters) ._
| The 1evy lipit_is a.recentfinnonation in state finance} 1t
' sernes a function for_municipaiities similarjto costhoontrols in’the
schooi‘finance reform: it ensures that-prOperty.tax reiiet results
i o from higherilevels-of“state aid B;ilimiting the'eﬁtent“to whiCh’ .
. ‘1ocalfexpenditures oan be_increased; From 1973-74, locai levies'
‘could_rise by no more than 6 peroent. Since 1975; the linitrhas been
the pereentage growth in statewide property valnes. Since'the'levy
.eoﬁals the product.of the tax rhte'times'the'tax'base;fthe.linit o
‘ conld_be'reached as a result ofheither rising propérty values, over
P which murniicipalities have iittlefeontroi, or.higher tax rates which
thep‘do oontro15 lPopulation growthjand the_resulting'inoreases in

o\ property values and need for public serv%ces'are not'part of the

formnia Perversely, a tax, rate cut is'often required in such situ—
- . :
ations to keep revenue within the established limit. - School cost

cdntrols, on the other hand, apply to per Rupil expenditures whereas”

the levy 11mit is applied to -most forms of revenue including the
property tax, federal revenue sharing, user charges, and state shared-
- takes. The levy limit is importantnto school finanee through its

t

impact onfnoneduoational public expenditures or tax rates.

-

State-Local Finance Trends and ‘Their Implications for School Finance
e :

U

S A programaby'program desoription,oﬁustate aid to local

,/éovernﬁents would show many relationships between .the schoolwaids

/ formula and'theirevenue'distribution formuias. The scope of this

, | . .
> S : - ¢

o - L L.]431‘1£; |



":, L e

.educational andzeducational finance. = (1) Each additional dollar, spent

.1evy-above the state average) at

“evaluation precludes such a thorough examination. However, we have

identified the major trends in noneducation finance: L j
. -z . ' D b - . ’ .
m-Aid to local governments from the statewide tax base has

s

been preferred to. expanding the local ‘tax base through

e \

nonproperty taxes.3 ' _ S SRR i

N

&

.Mo_#é and more ‘aid is bein'g':distribﬁu_‘ted :.throughr equalizat\i\o'n'

I'There has'heengalchange'in emphasis_fromvaiding localities}
with high tax rates.to equaliaingvtax bases.‘ - - o .\'

-Aid targeted to"indiwiduals rather than:to govergzenthunits;_

b
2

such as the. homestead crediL program andqgeneral property
4 )
. t # : -
tax relief has been expanding rapidly..'~ ‘

® State concern_ about local accountability has resulted in

-cost controls for 1oca1_government as ‘well as schools. ~

e

The implications of these trends for school finance cannot be ignored. *

The following five points summarize the major connections ‘between non-.

B

A

.

s

on schools is aided by the Generfl Property Tax Relief Program for

. about half the population (thos] residing in municipalities with a

the rate of'24'cents to the dollar.

(2) Some state noneducational aid programs are equalizing To the

extent they are, wealth neutrality in school finance is enhanced.

(3) The homestead tax credit by effectively dealing with the re—'

fgresSive features of the property tax and 1imiting its eligibility

4 - -

to low—income people facilitates the»development.of an eﬁfective,

ot

wealth-neutral school finance‘system] (4) Levy limits on

”4_.1;19 g | oy



municipalities and cost controls on schools have prevented low wealth

‘and low income districts from fully responding to legislated changes
. in education and noneducation finance. (5) Transition features in

" school éid*and local aid formulas have postponed the reSPQnseé of

-

.'high wealth Tistricts to changes. fn,schbol aid and localnaid{programs._;
V. POLITICS OF WISCONSIN SCHOOL FINASCE‘%EFORM
In the posé—Rodriguez erad of educational finance, reform has’

progregéed on a state—by—staté basis. "One resqlt‘haé been a growing

literature on the politics of reform. As economists, we are primarily

o
e

: o \ O . o TR '
concerned with resource allocation, efficiency, and equity. At the

same time we believe it is no less important to describe. the political

- - (b

environment surrounding. the Wisconsin reform afid .thereby contribute to

an understanding of the,intended policy gdals.%3 Such a review re-.
quires us to examine the éntire reform paékége as well as the edu-

‘cational financing provisions. |

We beg;n with. a Brief chronology of the events.guihe descrip-
tion is then divided iﬂéo'a number of Specific topics: the>geétation
peribd of the teform, the role of sﬁrplus"state funds, démand;'for

"propéft§ tax"religf,_}ggislaﬁive cqmpromise, éducgtiopal intergSt
groups, .and the role.of thedcduft'éaseé. " The final Section.idéntifies
:the political eléﬁents of the Wisconsin reform as.comparéd to other -

states.

v

-

23We-rely heavily on a Ph.D. dissertation (Educatibnal’Ad—
minis;ggg}qnlhyqiversiﬁy of Wisconsin, by Terry Geske). The main

points are summarized in Terry G. Geske and Richard A. Rosmiller,
"The Politics of School Finance Reform in Wisconsin," Jourmal of
Educational Finance, 1:2 (Spring 1977), pp. 513-532. '

o
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Chronology
T The chronologylof thé Wisconsinsschool finance reform.shown
-u in Elgure -4 demonstrates that- the gestatlon perlod for the f1nal 1973

I3 . -

“ reform began long before the court cases occurred. The Commlttee of

v

/
25 in 1965 the Tarr Task Force in 1969/’a’d'thefﬁellett Commission

) 1n-l970 all.suggested more equallzation aid‘in one,form or‘another.

[ . ' ! ,’ [

All three groups operated under ‘a Republlcan‘governor and legls-'k

- 1 N . ) " < N - / e
L lature,‘ “The’ Kellett proposals were the most far-reachlng, and it

-a.“

N seems’fair;tO‘say that had‘a Republican been elected in 1970 a plan'

S " . ) . -

='{:j¥”for‘school financeﬁreformvwould have been ready for'consideration.

T T

'Le::. ,:_ Several key polltlcal changes took plaoe. A Democratic

,'f.governor took office in 1970 and“the electlons two years later
' fbrought a: huge Democratlc maJorlty 1n the Assembly Thlsagave the

»;@ 1':':Democrats a maJorlty on - the 301nt f1nance”tommittee desp1te the" Re—

A Ki

'Z¢pub11can hold on the Senate. As ‘the f1rst A—yea term governorg

@ Y e

n n‘»Patrlck Lucey d1d not have to des1gn the 1971 budget with an upcomlng

‘ . - . 2

| "election 1n m1ndu He d1d however, take advantage of a program budget

L - BT ~

5;h approach adopted in the m1d 1960s that assumed some pollcy decisions

3

would be made an 1ntegral part ‘of the budget blll." By this route;

: N -
ce 03 . 'x h —rae -

some property*tax reforms were obtalned during his first budget

o ~ /

'f”oblennium, and an unSuccessful attempt was made to 1mprove school

.

cf; equalization aid by placlng'employers contrlbutlons’to teacher

'hbenefits*in the shared cost category. "

¢

X

‘flnance leglslation should help bring about more equltable property

o o . y .

ERY . —

-t

[N

The Serrano decislon added new impetus’ to the view that school

taxation.' This led Lucey to. create Stlll another group, a task force

-y
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1965 - Committee of 25 reviews the 1949 schoal  aid formula. It concludes that the
present school aid formula is adeﬂuate and the emphasis on- equalization and
school distriét reorganization should continue. '

b g P »

’ 1969 -~ Tarr task force of"-local government finance finds the curcent school aid

" formula is responsive to-constitutional and statutory ‘ecriteria. State. aids
. . for spending aboye 17.mills, which was found to benefit rimarily wealthy
. P
pistricts, should be, stopped but flat grants ~should be maintained

-1970  ~- Kellett Commission on Education proposes freezing flat grant amounts, in- -
, cluding income in the i formula to determine equalization, and raising the
-\ state share of support for education from ‘30 to 40 percent. o

- =— Delmocrat Patrick Lucey elected to Wisconsin's first 4-year governorship
replacing the retiring Republican governor, Warren Knowles.

1971 = Complete revision of the state shared tax formula occurs.

sr-Expansion of the Homestead Credit program to inclide all poor as well as

the aged ‘takes place. cay

~- Gywernor fails in attempt to place teacher retirement benefits in shared cost

s category. State continues to pay 100 percent. ) .
- Serrano,,the California school finance case, is decide31{% -August.

--"In November, Governor Lucey"” states intention to create a Task Fopce on
- Educational-Financing and Property Tax Reform.

1972 -~ From January to December the task force deliberates

) . == In August.the state teachers ‘agsociation becomes vocal and active in the
. task force. ‘ - .

-- By November and December the magnitude.of the expected budget surplus is
turning out, to be greater than‘expected .

« | =='In the November election, Democrats gain a 62-37 advantage in the assembly
but Repiblicans maintdin a 13-15 majority in the senate. Democrats have -
‘an:8-6 majority on the: Joint Finance COmmittee . " o

] -
-

1973 - January. - Governor s Budget and Finance Policy Proposals are presented

~ Febriary 1. Task force report ts published T
. .
- - : . The governor's budget proposal adheres to the’ task force-
i - recommendation. . The major change is the.inclusion of teacher
benefits and capital outlay‘in'the.shared cost category.

March 21

v ] May 1.’ Joint Finance Committee submits the budget bill to the "~
. - ~ assembly. Changes phase-in period from 3 to 10 years.
'May lO.-h' - The assembly passes.the bill 55 43.
o mMay'l7. 'The senate votes nonconcurrence The conference committee
: ' is established. . SR ¢

. . tax and school. finance dompromise proposals: .
-Manufacturing and equipment property tax exemption v
R ~Increase in the personal property. tax exemption .
_.~Delay negative aid payments until 1975-77 o v
" -Raise primary shared cost. ceiling from,107:to 110 percent ~
-Eliminate the requirement that all school districts «
’ reorganize into K—lZ districts.

N V'Ju%e 29.. Conferees reach tentative agfeement on the budget

July 17. _Senate rejects the .budget .reporit on'a 17 to 10 vote.

- July 22. ’Senate reconsiders but again rejects . the budget report omn
: ‘14-13 vote.

. 3uly 26, Senate passes budget report 18 to 15 Five Republicans vote
o« 7 for the budget, 2 Democrats do not. A ’ A

&ugust 2. Governot.Lucey signs budget into law . e

Rodriguez,“the Texas school finance case, is decided. ‘o

June. 12-19. The\governor and_ Democrats on- the conference committee initiate L

ERIC |

Aruitoxt provided by Eic:

]

.l

' L 5l
i

?

e . . . ’ . ‘2
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-whose report appeared‘Early in- l97% Although the’ Rodriguez decision

-governor .and the Democrats preferred to accommodate on tax issues.

'_interest groups, compromise on and packaging of the program, and .

by

fto make recommendations for school finance reform ' Th1s time Lucey

fully exp101ted the program policy budget approach by including

dozens of policy decis1ons in -the 1973 75 budget bill.: School f1nance

Ky
.

.reform was- promlnent, draw1ng heav1ly on the work of the task force

came. shortly afterwards, it seemed to have had little or no effect o

- on the.budget bill approved by the.301nt finance.commlttee.five‘

weeks later.
' As it worked out, *few provisions in Lucey's education reform

L3

N

package_were'sacrificed,,although a longer delay in its‘implementation
was gained by opponents."Where'concessions had to be made, the.‘ o

T
’ o

[3

Shaping the Reform

Rather than giving a blow—by—blow account of the passage of

-]
the school reform law, we want to h1ghlight several areas of interest.

'RThese include: the need for increased revenue-when implementing_

reform, the role of.property tax relief ‘the effect of education ' "/ﬂ

e -

the role of the court cases.

. The Ease of Financingrthe Reform. How to raise the: sub-"-

e

stantial amount of state revenue necessary to prov1de local tax -

‘relief never. became an 1ssue. In addition to the propitious appear—

ance of $l70 million'in_federal revenue sharing funds, a dramatic - .

upsurge in thetstate‘s economy resulted in a state surplus of $138 :

Emillion‘in June’ 1973 and led to an anticipated tax growth of $573

" 7

.v,

1487



million for the upcoming l973—75 biennium. *Ihis eliminated the need
a ST
for new taxes, and the extra revenue made it p0551ble to m1n1m1ze the
¢ . Lae .

~
e

number»of school districts that would lose funds despite substantIal

' 2 o

increases in” aid to. low wealth districts Initially only 28‘of 436

school districts were to have.paid negative ‘aids of .$23.3 million to
the state treasury over the‘biennium, but compromise measures further

reduced the number of losersdistricts. The large influx. of funds also

enabled the governoréto'place the teacher social security and retire-. #
) ‘4 . .-h } o~
ment“benefits, then financed by the state, into the shared cost cate-

. -~

‘ gory; These Tlat-grantsﬂcost-$8b million'a year. The Task Force on _

Educational Financing and Property Tax Reform had congidered this.
option,hut'believed the numberwof'loser‘districts could be held
down by simply keeping ‘local costs at-a minimum.

._Sincelsome'of the revenue Windfall_was not fully'realized _.
until well after the-legislative-sessions began, additional‘millions

of.dollars became available for compromise. .This helped'make it

B

~ possible to give long desired-business tax concessions to the
Republican—controlled Senate,'not at the efpense‘of-other policies

‘but simply as a part‘of the'total budget paekage. Thi's concession -

; helped ‘assure passdge of the school finance reform

Property and Other Forms of Tax" Relief ) The schoolﬂfihance

- court cases focused.property tax concern on school‘finance. The

political system then used the various federal and state court mandates "?@Qy'
to highlight the source of the problem, the property tax By early
T 1972, taxpayer protests in Wiscons1n became more organized, especially

in the rural areas. Several townships_voted_to withhold propertywtax




o revenues to schools by placing the funds in escrowVas a protest

against rising property taxes

The publicity of these actions undoubtedly influenced the

task force s in1tial deliberations One member,-the Department of

”Administration Secretary, proposed that 95 percent of- educational

n

costs be f1nanced by a statewide property tax in 1972~ 73 the sﬁm
"‘provided should be held constant in future years, and other state g | o

o : ) taxes should be used to provide any- additional revenues needed The'

task force eventually recommended that the local portion of all edu—-rr
f_~cational expenditures be reduced to. the amount raised by a 15 mill'
levy f This represented a 5 mill reduction Although the governor."" e

5refused to make th1s 15 mill index part of the law, the increased
P :
funding accompanying reform actually did reduce property tax rates’

"

- ~ to_this level during the first year Throughout the life of the

‘ task force and dur1ng the legislative session, the governor and his

| » o
advisors insisted on some- form of strict cost controls, first a 5

e : ; percent limit to annual cost increases, then stretched to 7 percent ) '
in the budget bill, and finally set at $55 in the law Republicans .

N ~?~s7~-gin the- legislature were- forced £o- accept cost controls but_ 1n_an
- ] _ N . \I'\“

2t e viﬁ?_
effort to ensure property tax relief they fought for dirett property

_ tax relief payments. In fact $128 of -the $521 million identified

T ARmenvyeaans

for property tax relief in the governor s, budget over the next-: ST
"biennium was targeted for direct property tax relief $33 million
to the Homestead Credit program, $75 million for General Property
Tax Rellef, and $20 milllon for Personal Property Tax Relief Non— .

! -

property taxeS»were_also reduced. The magufacturing and machinery

B
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¥ tax exemption'totale& $66r5 million over‘the:biennium, individual RN 'Jii \

income tax reductions equaled $26 4 million, and a new corporate R R
income tax credit was worth $l6 million.. o u_ ‘:'f T > -

Education Interest Groups. Little consensus or unity existed e ~A-

D i -

among education interest.groups. The state teachers association, the .

»

Wisconsin Education Association (WEA), was the strongest and most

4 s ,/ - . ‘ . =

vocal group, and it vigorously attacked the governor s. task force for

concentrating on property tax relief while ignoring the issue of

-
-~

educational opportunity ~The organizations representing schoo;.

o : . : ol T e

boards and school-districthadministrators weakly opposed most reform -.-

S e L : T S L : ; e
measures because a few member districts were adversely'affected

g
...-r«gw
‘v

‘~;m." Packaging and Compromise. Because school aids are part of the

ﬂ general budget_bill 1t is difficult to determine what is packaged" - ylj' . f'l
-/ ) . Lo
/ with school aids and where compromise took place.« School aids should

/A . - . - BEEEAZ Y

)

\

nt

Iﬂ“ definitely bewconsidered.part ofithe'property=tax.relief'package. _ i
i - - ‘ e I B A EE o BRI
7 ‘These aids competed for the same pool of funds as other taxbrelief_, . e
v programs. {1 addition to the tax and revenue“’mea'SﬁTes ‘already e S

] S

.mentioned the state assumption of $ll8 million 1n county health

~

l.and welfare costs can be considered another element of the package.'. : R

>

The school reform package faced pressure to compromise from -_

o . o ..
" . e al

,fh - two groups-—from Democrats representing districts that would lose

"funds and from Republicans generally The-Democratic,opposition, R R
R : working.through the Joint finance committee early:in~the‘séssion,
o . . . . . ) . . . : . ’ . . Lo ., . .

. gained an -extended -phase-in for_negatiye aids_and changes in the ‘“

. method of fingncingicapital expenditures. - B o o -

. e




R

3

-

- The tenfyearfphasefinfrepresented the biggest change in 'the

school reform package The task force.recommended'two years and the . -

K ; ' w

'h governor asked for three years in the budget bill. 1In an apparentﬁ

effort to mollify Democratic distrlcts that would lose: school a1d

the Democrat—controlled 301nt f1nangefcomm1ttee &nstltuted the ten

e

year transition before the blll even got to the’ Assembly. Aj_a

consequence, only four distrlcts had ‘to give up aid and the total o

amount was only $1. 4 million for the l973 75 b1enn1um. The phase-in.‘ﬁ

:was s1m11ar to. the 10 percent per year hold—harmless clause of the

l97l shared tax change that has since been 1ncorporated 1nto several

v

,other'laws Both the governor and the task force wanted debt serv1ce

and capital outlay 1ncluded as shared costs and t1ed to provisions "gfl

V.

.requlrlng approval by the Department of Public Instructlon for school

constructlon. The JOlnt finance commlttee dec1ded to llmlt the

-3a1dable debt serv1ce costs .£o $100 1nstead knowing that the state

average was $125 per pupil and likely to rise in subsequent years

Presumlng future building plans were not changed by the formula,l the

- $lOO limitation saved $20 million per year.~ The requirement to have

o

,state approval for new constructlon was attacked -as ‘a bludgeon to

: force school d1str1ct consolldatlon The comblned efforts of the

a" .

o

o in block1ng the state approval prov1slon

school board and d1str1ct admlnlstrators assoc1atlons were 1nfluentlal

” . C = : "

o Compromlse with Republicans took place pr1marily in the '

- conference committee following senate defeat of the budget bill. The

- . 1

proposed mach1nery and equipment exemptlon was llnked d1rectly to

';.u'school finance and is generally credited with breaking the log Jam

(T el x'~152 L .3~'T} “,"lv



‘~'Republicans succeeded on lodal control issues by eliminatlng the

“”percent'ofvthe state averagé to 110 percent.

Businesses in the distficts that would lose school aid applied con-

. requirement that all'school districts.reorganlze into K-12 districts,

-

Lo

’

siderable pressure. Demccrats again preferred delay in'implementing

© the school aids package by weakening the negative aid prov1sion, as

: a result negative aid payments were. postponed until ‘the 1976 77 school

-

' year. The Republicans saw this ds a benefit since they now had one

it

chance at the governorship in 1974 and two chances (1974 and 1976) ‘i -

- v o

to gain assembly control prior to implementation of negative aids

by 1975 and by increasing“the primary shared cqst ceiling-frbm'107- '

0

'Similarities,and Differences in Reform: Wisconsin and Other States

:A conventional wisdom has arisen regarding the politics of

school finance reform.and is characterized by the followinug -assump-

‘tions. The state generally assumes more responsibility for bringing . K

low expenditure districts "up“‘to higher "expenditure ieyels.by sub¥ -

stitutinggbrcad-baSed stateytaxes for local property. taxes. ' Reform |

is'intimately‘tied.to:prcperty tax relief. New of expanded equali- .
o : - " . T L. ) ) - .

‘zation expenditures are almost alﬁays.aschiateﬁ with a rise in oo

BN

3available state revenues."A strong coalition of education irterest

;“groups is needed ) -

A

[N

¢ e - ._...,‘..-.,, - P

It~is evident_fromfour description of the politics of reform ,
in. Wisconsin that ‘these characterizations are not accurate. Greater

' assumption of'state responsibility and equalization on a rising tide'

" of state.revenue‘aptly?fit}the Wisconsinmsituation."Lmerely-redis-

tributing revenué would result in tod:nanyﬁloser districts and too



much opposition,'regardless of- party lines. Increased aid was linked o

&

' to property tax relief rather than improving educational quality by v,

- ~

raising educational expenditures. Moreover, spending restrictions )

.circumscribed the* ability of low spending districts to catch up by

'f.increasing their spending Finally, as in most states experiencing

-reform.states. Like ‘Maine and IIlinois, tax relief was an integral

-the state, as in Kansas, accompanied the school finance packagef

: tiOnal interest groups were remarkably fragmented The state.teachers

Serrano court’ case.

substantial reform, the gestation period began long before the

A

The packaging of the school aid reform is similar to other

A

‘part of therreform .Greater'assumption-of.local welfare costs’ by

fSupport and repeal of tax measures unrelated to education took place,l

as'in Maine, California,'and Kansas..

i

The Misconsin experience.diverges on;other points,‘-Educa-.‘

\J

) organization first wanted full state funding but then supported the

K

power equalization provisions. Representatives of school boards and

Ldistrict administrators opposed power equal1zat1on. The latter twoj.

. rgroups split on the issue of school d1strict consolidation. '_Ihe-j 3

»

positive and vocal support for reform from the teachers organization

contrasts sharply with the opposition to reform exhibited by the

teachers union in Texas.

Consistent demanding,'and unified efforts ‘to reform school

'finance came from the governor and Democratic leg1slators. The -

- situation is similar to Minnesota where leadership came from the

Y

.1 state—level,political system rather than edUcational.interest groups,

e e L - .
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[

and it differs dramatically from the foot—dragg1ng legislative init1—

. atives in Texas Massachusetts Kansas, and California. Instead of a

)

court case similar to Serrano TI, which challenges the adequacy of
-

' California s response to a reform mandate, Wiscons1n s Supreme Court

has circumscribed the Wisconsin reform for some time to come,

VIL OUTLINE FOR THE EMPIRICAL STUDY OF THE WISCONSIN REFORM
N This short section describes the~criteria for evaluation,
? 2 ‘ . -

methodologY, and data for the" ensu1ng empirical analysis A full;

description of the data is reserved for the Append1x

3

“ .Criteria for Evaluation
S Our empirical examination followsfthe goals of the'reform'
during its political evolution and generally acceptable notions of :

-

‘what school finance reform ought to 1nvolve

[

Ensuring'across—therboard.property tax relief"narrowing the = o

- interdistrict dispersion of educational expenditures, raising the . ...

. Y
Y

a‘minimum educational standards hold1ng down costs, and ma1ntain1ng

local control over: ‘tax and expenditure decisions clearly emerge as '_ T

e the dominant goals ‘As noted earlier,'however, these-goals.often-_

S

o conflict with one anothér. Equalization.can_mean-restrictions'on local:/
taxation and;state control of'éxpenditures, thereby conflicting with

_ local cOntrol; property'tax relief conflicts-with raising educational

standards. Mbreover the instruments used cause problems. Cost
controls as constructed in Wisconsin ensure property tax relief but
inhibit the narrowing of the interdistrict expenditure dispersion and

also circumscribe local control Negative aids also reduce local




‘2 state aid, or the change in the tax rate7 Is the increase

~control while tax relief enhances it. ‘Assessing the extent to which -

-

.vthe goals and instruments impinge upon each other is a'difficult task _

|
Considerations of economic efficiency aside, school finance '

. reforn is usually dominated by notions of equitv. Presumbly, certain '

groups of people should benefit'“ those liv1ng in lothax base[dis—'

tr1cts, those who face the highest taxes, those with the lowest in-

comes, and so.on. ' The ensuing empirical analysis will show that these

'groups were usually disadvantaged prior to the-reform in Wiscomsin.”

We mustndeterminelhow'much their situation improved becausé of the

‘5

/ .
:reform This leads to a series of related que tions.. What S the

- . happropriate meaSure of the effects of the reform and its associated i

[ . /

‘legislation9 Is it the .increase in expenditures, the increase in

/ : o
est_de--

. R

fined as a percentage change or.the dollar change?' Or shot 1d we be

-

i

concerned only with the post reform levels of'bxpenditureS'and state

- 7

4
/

aid? | o , /

While the ultimate benefits of school finance reform should
) / .4\. -

be reflected in student achievement, and over longer per‘Lds in the

I

1mproved life chances of/students, we have-had to be content with
presuming that larger expenditures,benefit students., We have also

3 -

/4‘.

assumed that a dollar expenditure in urban areas has the same value

/

as an expendituregin rural areas. The limited scope of this study

as'well as the dnavailability of'needed data_dictate both these

-‘assumptions. e IR : T / : T

T

. school districts: Though we can estimate the effects/on districts



0y

with different‘characteristics, such as property wealth or income,

i
o A
7

~ the data do not.allowfus to pinpoint the effects within'school
districts on, for example, groups with high property wealth or

4

low family income.

" Definition of School FinanCe,Reform

- - ‘ The "reforms' examined in this study 1nc1ude not only the

permanent legislative changes embodied in Chapter 121 of the Laws '

A of Wisconsin 1973 but also. subsequent amendments in 1975 Related
| legislation contained in the 1973 and 1975 budgets, reflected in

Section 550 Chapter 90, Laws of Wisconsin 1973 and Sections 608-610,
Chapter 39 Laws of Wisconsin 1975 ?‘re also examined It is our

hope to capture.the full dlmensions,of the ' '‘reform" through'1975j76.

T oa

Methodology &nd fresentation‘of the Data

Our presentation of the empirical data does not try to gloss

over the complex problems encountered when evaluating legislation

:,with multiple and of ten conflicting goals; The'statistical conceptsm

are simple and have been chosen to portray accurately the overall

postreform situation. At the same time, they downplay extreme .
y } . - w o,

situations that so often dominate the literature

Several matters of concern in the. data presentation should

be noted When possible the data were collected for the school years e

1972 -73, the year preceding the. reform, ‘and 1975- 76 the most recent

;_l;m;__l_lyear_forlwhichldata~were~ayailable. Related noneducation data were

‘obtained for calendar.years 1972 and 1975. The three-year span.was

chosen over a one-year pre- and postreform analysis so as ‘to reflect

157 LGP
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morefully how school district voters and admin1strators reacted to

S

" the changed incentives provided by fhe reform One disadvantage of -
- ~ this method is that other variables, not related to the reform, such

as changing enrollments, r1sing property values, or noneducation Do
. . - o\
finance, also‘produce changes in variables that are of .interest.

This serves to undercut somewhat the ceteris paribus-analysis we

‘ . . »

warft to undertake. However, we have controlled For these changes

to Some extent

- . N

(S

) _ ‘Other important data on the characteristics of school

districts were available only from the 1970 census. This does not ~~~ ;

Kl

'”create a serious problem in our evaluation because socioeconomlc

o 5 , 8 s
>

conditions do not change rapidly and do not usually affect disfricts b ;

'differently over relatively short periods such as the three—year ¥

period we have selected

- All data have been weighted.by school d1strict enrollments in
the:balculation'of our various measures. This has the effect of making
vstudents rather than school districts the uzit of observation. We
'found no plausible reason within the goals of this study for giv1ng a
small school districtsthesame level of Importance as 1arge districts.

E . This is.not to deny that.good reasons may exist for using unweighted ;
datalin nxpenditure functions and behav1oral studies of school dis- ." g

2

tricts. 24 4

. . "'
-~

Section VIII describes the statewide impact of the 1973 j T

reform. The ma]or tables follow essentially the same forma . For.

v

[

. ‘ 24Our resulte differ from those of others because we used o s
enrollment weighted school district data.j.b R L o yq‘;

i
o

n

Q L Te ' . S




. as well as several measures of disperSion or variation (standard..

deviation, coefficient of variation, etc.).” These measures give an

.

indication of _the distributions and changes in them over time. We
show several measures of dispersion, since no single measure. of dis—
persion can usually describe accurately all changes that are taking

placet By presenting the data for 1972-73 and 1975 76 together

-changes in their levels and. distrlbutions can. be readily compared

47

The question of who benefited from the reform is’ taken up

".in Section VIII. A»comparable format——essentially cross,tabulationsh; ‘

is used. for several major tables. Based on the averagé characteristics

[}

of their districts, pupils are assigned to one of five_equal—sized‘

'~ groups or quintiles, depending successively on the pr0perty"wea1th,

tax rate, or income of the districts from which the pupils come. For"

each variable, the table entry gives the 1972—73 mean for pupils in

each quintile, the 1975-76 mean for pupils in each 1972-73 quintile,
diffErences in the 'means, and percent increases in the means, This
allows the reader to“determine, for example, how state aid received
by students in the lowest income quintile changed over the three . .;

T

years subsequent to the reform.

S The Same approach is extended to examine the interplay

L

between two variables. For example, students are categorized by
-“'two variables instead of one: their school district s tax rate

-quintile (a measure of effor:) and ‘their district s property tax

base- quintile (in the absence or state aid, a measure_of the ability

to pay) This approach allows the identification of interactions

.44

'not evident in one-way classifications.
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Section’ IX is devotedjto an examination of the program effects

of the.reform and’ its associated legisla ion.; This includes\con—. | ”
sideration of negative aids and transition features, cost controls,

-

nonspared costs, and the 13 minimum educational standards. Similar

presentations of the data are used here. ;1: _ . -

v -

We have attempted to demonstrate the effects of the. reform .
-in a vay ‘that can be readily compiehended by readers;A(For_this_\
'.reason we’purposely avoided the use of regression analysis. ' Our use
of cross tabulations makes theﬂpresentation someuhat longer but we

ghope more informative. In subsequent work we plan to use regression'
analysis to explore in more detail Wlsconsin s school finance reform

-’4
1

The Data - ] _— o

.
My

Elementary districts and the union high schools whose

boundaries contained these districts ‘have been treated as if they .

were single K—lZ Sﬁpool districts, since. elementary districts/belong

»to a single union high schobl in Wisconsin. This reduces the total
"number‘ofﬂschool districtgbin the'state from 436 to ‘381. Census data

were absent for five small school districts totaling only 1,141 -
students——a 1ittle more than one-tenth of. 1 percent of the state s

P

" entire enrollment. All other data were available for all 381

’,.—

- districts. By- collecting data for all dlstricts, problems with

co

‘samplingsand statistical.confidence'are avoided, resulting_in -

. o > .

simplified analysis and. presentation of the data‘

l '? { ]
More than 20 variables were collected for both 1972~ 73 and

1975—76.;_The census data provided 16 more variables. Transformations

and combinations of varilables extended the data base. 'In'addition,. W
v | d\y; : - o | .5\\
e o1e0 16

& he



noneducationfdata-were collected for alltof.Wisconsin's‘l;870'units

of local government——l6 variables for l§72—73 and 29 variables for .
. 54. . -‘l . e, . .-n-. c . - -

.1975476. Using the property value weighting mechanism tﬁat deter—

-t : _t.‘ - n .
Y

mines a locality,s:share of the thool district's budget,ﬁwe aggre-’
_ / Y . _
gated the noneducation data into the respective school districts

’ C &

While this procedure may be misleading in a few instances, it is
¥

certa1nly more accurate, espec1ally for rural areas, than choosing .

- \
¢ l

“the school district 'S princzpal locallty and assigning those data

¢ -

to represent ‘the entire school district. o "f

We are indebted to Wisconsin s Department of Public Instruc—lg

- - q. Jl -

= e

tion and Departme t of Revenue, and to the University of Wisconsih-,

- Research and Deve opment Ceiter for CognitivelLearning_for prqviding

A data in both pdblished and unpubllshed forms.

;1<' . A more complete descrlption of the data and their sources is
kiif in the Appendix N R . \ .
R ' . o e ~ - g . o

e vIL. BVE.RALL-EF“FE-&'P’S» JE A ' .

:= f” -—F -.This- section\presentl the findings on the overall effects of

. l’.;the school finance reform legislation, and it is followed bylanother

._section that destribes in more’ detall how. different kinds of school

:,;{TQ; districts have been affected.. The section begins with a description .

» -
of the general setting in which theseﬂoverall-effects_occurred and._

then proceeds to. examine these effects.

. . ° . 4 ¢
o - : . :
e )

General‘&étting - ) 4 -

The setting for our examination of the overall effects for -

the 1972 73 thrﬁugh 1975 76 period is characterized by a leveling

()
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off of elementary—secondary enrollmenﬁs, rapid increases in property

e

7 values associated~wiﬁp economy—wide inflation, and a refashioning of '

" 4
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~
.
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’
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¥
e
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state-logal fi%bal relationships .by the state government as shown in

-

.o : _ ‘e A v .
-Table 3-_ - ~ | . L . B d : ‘
.\'-—.‘-.J-" - e . . . o . ) . ‘ '. . X . v“
' - . ' : - TABLE 3 ' - - _ -
. , - i ) _ ' "—7 r—
PROFTLE OF NONEDUCATION FACTORS AFFECTING SCHOOL FINANCE ‘
- I o . o I Average
Line - -~ " o . o ° Values "’
: 1. Enrollment’ (pupils per school district) -
. ©1972-73 ’ . , .. . 2,509
- 1975-76 L ' L - 2,399
' 2. Property values (per.pupil) : (_ - - L '§ "
) . 1972-73 .+ . & L $ 38,115 . : &
’ - 1975-76 T : e, .. .53,658.
"3;“f*”“3{wlotal“local tax rate (mills) - Coe T
- 1972-73 o _ ] 28.43
1975-76 - -7 : 21.69° : -
'\7m4. Noneducation stdate aid (per capita)
- 7 a. Equalizing aid
: 1 1972-73 . . $ 37
& 1975-76 = : R wo 56
- T AR
- b. Categorica%‘;id'(per capita) . . . o ‘
o .1972-73 . - ; ' - - $ 126
N 1975-76" o L ... 187
5. _Total 1ocal revenue (per capita) ' o
‘ © - 1972-73 T _ R T $.245 i
- 1975-76 L | o 241~ .-
. T - - N _-.". . . - ) ‘ g ’
63 Median family income - ¢ . - S g
- 1969 ° o o © $ 10,034
. ' “ : . v .

Average school enrollments (line 1) dropped slightly, with a
mean enrollment of 2509'in 1972 73 as contrasted'to 2399 in'1975 76
(The median enrollment was also stable, from 1310 to 1217 The median

- ' “ o 2 -

,‘7._’._-_.' .':: ":_. \- 162 16“'1 _. | .



LJLJ“ bywoverMZO-percentnﬂfrom—about-QS to- 22"m111s.m%Increasesaiﬁ“both

. from categorical'aids.-JIhese increases-—-and their reflection in lower -

’

40 perceﬁ;; from $38,115-tor$53§658,.due,to a variety of redasons that

revénues would have increased rapidly. Actually, the state increased

"most recent year for which such data were available. .This'datum pro-

3

L}

1s much lower than the mean because it is unaffected by the rather

few'1a;ge—enrollmenﬁsschool districts.) This is‘&;marked edht;est;e

to steady and she%p'enrollment'increases characteristic over the - .- .
- ) . - N . - . . . . -

previous two éetedesl
/ .
7 ’

Averége property value'per studenﬁ (1ine‘3) jumped by about -

s .
s w - - .

2 . . _ . ’ _
need not-bevexplored-here;wém-Thls increase meant .that. even with un-

changéd lqpel;tax‘rates,,total local revenues as well as school

/
/

iés aid to'localities so that the.total Toealltek rate (line, 3) fell’

/. noneducation state aid and school aid made this decrease possible .

Although both equalizing and categorical aids increased sharply (11ne

4a and 4b), the bulk of the absolute increase in noneducation aid came

tax ratesT—ﬁeghitted a sldight decline;iﬁ average (mean)-totélflocally-‘

.o . . P -
- Y . R . . - .

raised revenue per capita (1ine 5), from §245 to $241.“ In short,. ST

- SR °

substantial'progerty tax relief provided by increased noneducation |

state aid led. to a highly favofable.fispal climate for loeal quern—

menté:" ' o L . _ ) ) 1i-, o
’ - - R "' - - . . - ' l

'_%ineily, we show median family income (line 6) for 1969, the

-
-—

t -

_'vides‘anbther dimension.of ability to.pay. F%mily inbome also reflects

in a general way some of the nonschool, nonfinance characteristics of
: _ i L
districts from which the students come.

*. .

5Iheluded are inflation-induced rises in property values, -

more frequent changes in assessments, and improved assessment pro-

cedures

, _];b'v

ERIC s e
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School Costs =

The broad dimensions of changes in school costs<are reVEaled

in Table 4, which compares costs. in 1972-73 with those in 1975 760

o ) . .
w : - Y

TABLE‘4“ T o

B g

SCHOOL FINANCE COSTS PER PUPIL, 1972-73 AND 1975-76 °

!

T ' . Percentage : }
— e e 1972-73 1975 76 ~ - Change o %
‘Net operatlng costs : ‘ a L
) (comparable data for both years) $ 956% $1312 - 37% ) .
'Net operating costs™ _ -fﬂ,; S S o 54
| (noncomparable data) . o 891 1312 17~ 48 /2
N '~ Nonoperating costs - | - 140 149 5 /!

Tr——-ee i _Total school costs S 1096 1461 - 34 [
' e C N [
Shared costs#*% o K . 891 1412°° . 58 //-

*Includes”teacher social security: and retirement which A
_were funded by the .state in a different budget category 1n/

L T 1972=73. - | . T N
' **Same -as’ net operatlng costs in 1972~73; includes the@ ,
LA - first $lOO of nonoperating costs in 1975~-76. Y B

. !
< . . . - . /7//

: _ | . l
= . . - . o B - . . . f/

Y - . . . : . ' I’t - '. .

-

> -

_
Several changes deserve comment. Flrst 'net operatlng costs/on a

: - ' /
- comparable ba81s rose from $956 per pupll in l972 73 to §1312 in

1975- 76, the $956 figure includes teacher soc1a1 security and re-

- ”
o

- . -

tirement costs whlch were not considered part of net oper?tlng costs

[ \

® : until 1973—74. Henceforth the $956 figure is used as*a'basis for -

comparison of net operating costs. Therincrease of 37 percent was'
somewhat less than -the increase in potential local tax revenue,-as
reflected by the 4l percent rise in property wealth shown in~

Q R )

= s s, B T
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Table 3. Second, nonoperating costs remained virtually constant -

[}

'during the period, rising from $140 to $149 per pupil | Third *totall:'

school costs increased from $1096 per pupil to $1461 per pupil for -

,-a 34 percent increase. However, shared costs rose much more——by a

- support and state categorical aid were negligible. The big increase

w'4 rose by 34 percent,. less than the 37 percent increase in net RS
' -operating costs. The greater broadness of the definition of net .

h operat:ng costs by~1975 -76 accounts for the larger_percentage in-

58 percent. - :.df,

_result of the school finance reform. Absolute increases in federal

© - The way net operating costs were funded shownfin-panel'A ofl

‘rable S, also shifted drama;}gally during this period’ largely as a

- . . *

b

_“came in state equalization ‘afd where the flat aid of 1972 73 was

ks

converted into equalization aid and heavily augmented by the state sgf'

-

decision to increase its total aid‘from 30 to 40 percent'of costs.

" Local sourcesiprOVided»a smaller increase;~$141—;equivalent‘to.40-

percent of the overall increase.

Additional perspective ‘on these changes is provided in-

panel B of Table 5. -Total school costs.’as already noted in Table

-~

Y

.crease for net operating costs. While this difference is not

large, it does _suggest "the need for caution in evaluating the

L

- (

’various claims made for school finance reform -0 -

. . -~
' . Pa

~

'.chhool Finance’ Changes=

Given ‘this background we turn now to appraise the effects-

Y

of the school finance reform. We first examine changes in the local

.. ) . . . ‘ . . . . | . ,—-. . q‘*‘ .

-

> ;,- . ) . b .. R



 TABLE 5'

NET OPERATING COSTS AND TOTAL EDUCATIONAL COSTS PER,PUPIL
. o . 1972-73 AND 1975 76

Ao'

Net Operating Costs Per Pupll ‘

Change

~ Federal aid

1972~ 73 1975-76 Absolute Percentage

s 43 '.s 58 . +15° ‘+35%‘ -
‘State aid » 354 . - 554 +20 ' t56f
. Flat aid . 76 . 0 -76 -
- Equalization aid* = - 170 489 - +319 +188
- Categorical . aid o 43 65 +22 454
Social. security—retlrement s 65 0 =65 . -7
 Local sources: - /. __559. 700 T 4141 - 425
’ N thal;net operating‘costs}/. - 956 1312 I4356- 437 i
. B. TotaliEdueatibnal Costs Per fgpil T :
i R T . S - Percentage -’
S : Total - .. Total: Change In
.  Net-0p Other Costs Net Op Other Costs Total Costs
_ Federal aid [ 43 43° 58 . . 58"  35%
State.aid  , 354%. 354" 554, 38Rk - 592 67
Local sources . 559 . 140%% 699 - 700 1lli¥kx 8I1°. 15
| Totals. ./ = 7§56 140 1096 = 1312 149 ° 1461 34"
© Total educational costs 1096 . - - 1461 34

. :'~ . > ~ - . . . v
' o *Includes. $65 for social- ‘security. and teacher retlrement from’
vseparate noneducaf ion budget for 1972-73.

‘e

**Nonoperating costs. '_‘ a -

;.
o

_ _ ***State share of nonoperating ‘costs —up to $lOO of nonoperating
'costs are considered part of shared costs in- 1975-76. b

****Local nonoperating costs over. $100 plus local share of up to-
T $100 nonoperating cosLs-—the amount mnot pa1d by'state funding-

, .
/\vtr' . . - Ca Y
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'school'tai rate. These changés reflécu the extent'to which property

.tax relief, a- principal factor motivatlng the reform, was provided.
‘Next, we examine changes in the level and dispersion of net oper-
:ating costs,isources of revenue,ptotal state.aidrand its components,
L and locally raised school revenue.' _ : .‘_ ' 01
V ‘We present a variety of measures to desgribe the effects of
'the school’ reform legislation. For an 1ndication of.the changing E

‘average levels of”different variables,'we show mean.andjmedianh
values; the;means_and,medians'are“;enerallvpsimilarexceptfor dis—
trihutions that.are‘heaVilv skewed. iThe dispersion"around thelA
-_average of these different variables is reflected-hv.several‘dif— . P
.ferent measures which togetherfprovide more complete 1nformation

than is reflected in any single;measure of dispersion, The standard

deviation is a measure of the absolute dispersioQ3around the meany’

-The-coefficient of variation is a measure of relative-dispersion
\ - .

\ . -

wﬂobtained by div1d1ng the standard dev1atlon by the mean. The inter—
.quartile disparity index is found by d1v1ding the value for the 75th =
percentile by that for the 25th percentlle and=may also be considered

a measure of relative disPersion. -The upper—lower tail d1sparity
windex,'as‘we label it, is found by d1v1ding the value for the 95th

percentile by ‘that for the 5th percentile.

~- . ’ " ) . . '

. Local School Tax Rate 'a'”--'.f S ‘ - S N

‘The amount of property.taX relief provided through school ' "\\\ .

_finance reform is reflected by reductions in the local school tax Y

. i
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 FROFLLE OF SCHOOL FINANCE CHANGES AND THEIR EFFECTS -

o
o

e

o Coefficient
Standard - of
Mean Median :Deviation Variation

T/ 2Bth 95Eh/5th
Percentile Percentile Range

- 1972-13
1975-76

1972-13
1975-76

1972-73%
1975-76

1975-76

1972-73
197576

1. LocaI:School tax rate (milis) : o o
| | 20,20 2000 268 A%
L 15,21 14,75 L0
| . Net b operating costs (per pupll) | | ”

T Total state aid (per pupil)

o Categorical ald (per pupll)
1972473 | '

- ;b Tlat grant ‘aid (per pupll)
' 1972-73 . ' :

el Total equalizatlon aid (per pupil) L
| ' 00 139 16 gk

woe e e

056 %1 10 . L6
RS IR AN

BT I SO

6 WL 305 .

'43‘ SRR TR S

I IR T

%28 1. .03

‘527 S 180 3

o 4;-Locally ralsed school revenue (per pupil)hk

197213
197576

VI I TR
oM. W

CLAL 60

LW 3

G 6 |

LI . L5 5:7-29,0

L% L5 31200
L8 LA 60156

1.2 1,42

L7 s

L6 LS

188, R 16-121
CLO L0330

‘ vy .

A - 069

SESRYS

L0 0%

‘ﬂi
- *This total 1nc1udes the $65 cost of social security and teacher retirement

operating costs

A
"

} ,;\‘ **These -figures reflect local Tevenues to support total educational costs, not Just net

138-867 .

Gl

0108

100-1720
BIT -

R ST .



' ties appear in col. 6. It appears then that 1ncréased state funding !

mills (from 28. 43 to 21. 69 mills) in the overall local tax rate,

_tax'rates.

"range (col 5) which shows no change.

$1312 per pupil 1n the space of three years (line 2). But,;rather“

-'reformﬂlegislationr—we see that the absolutgkdispersion rose,nas

rate (Table 6,‘line?l). ‘The average rate dropped;S mills, from .

20'21 towl5 21 mills.r‘This compares'with a reduction of almost 7

o

.a decrease resulting from the fall in both school and nonschool

The_dispersion in local school‘tax rates over this period

.remained about the same as reflected'by the standarjfdeviation'

A - ‘ S - vy - i .

(col, 3), but it'rose as measured by the'coefficieni of wvariation -
, . ) . , ]

(col. 4).' This“reflects,the sensitivity‘of'the coifficient of -
variation to'extreme values, and it contraSts withfthe interquartile

On the other hand dispari—

-~

forleducation reduced school tax rates by an equaf.absolute amount ' . [

.
. s

except at the upper and lower tails of the tax. rate distributions. ]
The-relatiye dispersion appears to have'increased but the evidence

is byino means clear on this point. - I
. . . : ’

Net Operating Costs _' - S - /

. = . . 1 . ) . M ‘
Net operating ‘costs, as already noted,irose from $956 to

-,

than observ1ng a reductlon in’ the d1spers1on—-one of ‘the a1ms of the

"~

S .« .9

Ny

reflected by the standard deviation. " The relati;e\dispersion re—

o

ke

of variation. This

mained unchanged, as_shown by the.coefficient
. . . . , i _./)

. comes as something of a surprise, given the view that power-eQuél-

ization, through reducing the'impact of wealth differences, would';

[
v
1

B 169175'



5

-—be—expected to have had some effect in narrowing expend iture differ—

-

ences. However, no such effect is observed, as shown by the ratios ‘

o : *"of the 75th to 25th percentile and the 95th to§5th'percentile.

>

.Major Sourcesvof Revenue'
. There are'three principal sources:for'the.funding of per
pupil net operating costs: federallaid, statewaid, and the 1ocal
'sharei Federal aid tonloca;.school districts (not shown-separately
':nin-Table‘6) was of relatiyely minor consequence;_accounting for ahout
5 percent of net'operatingvcosts in 1572-73 and 4‘percent'inI1975-i6.
1ts dispersion-chanéed'little over the:period, but even if it had = ~

changed significantly there could hardly“have been much' of any .

overall redistr1but1ve affect.
Total state. aid per pup11 (line 3) rose from 37 to 42 per—‘
. . /’ v
.cent of net‘operatlng costs. It might have been expected. tc. be

distributed less~equally}after the reform,, oWing to tHe“elimination -

e

of flat.aids.ﬁ Countering’this.tendency was a rise in the guaranteed

valdation which made many mofepaboVe—average wealth districts eligible

for equalization aid. Although absolute dlfferences as measured by

the standard ‘deviation did rise, the relat1ve dlspers1on as measured

by the coeff1c1ent of var1ation and the 1nterquartile range actually

decreased.p,However, the range and upper—lower tail'disparity rose.
-. To summarize,_it appears that districts whose aid was”minor”in 1972— -

73 experienced the largest percentage galns in state ald, and “high™™
] . . ,-/
aid dlstrlcts fared even better.' E f‘ P

T
—/‘/-/’

',';"v i N Locally ra1sed education revenue (line 4) to - f1nance net -

IR . ~. ._/"‘—

-_—
~

operatlng costs rose by only 16 percent w1th the dlsperslor

Iu‘ o 'V

Q (‘ ‘ . o - 170 :.»‘~ | |




no change of any consequence. State aid became more equally dis-

2

increasing by the absolute amount of ‘the 1ncrease., The measures of
?
relative dispersion also rise, as might be: expected because in-

creased state aId*made*&t—possible_ﬁgz;gigtricts ralsing small
amounts of revenue to hold the line on their owh increases. : o

What do we conclude thus far? Though”operating costs rose
considerably, the relative dispersion_of net operating-costs showed
t¥ibuted, while locally raised revenue became in offsetting fashion
more unequally distributed, as might be expected. This calls for a

further'exploration of the components of state aid. °

o

from $43 to $65 per pupil_makes it relatively unimportant in explain—

,.dispersion in 1975 76 than in 1972-73. The maximum equaJization

'grant 1ncreosed considerably All of these ‘are expected;changes.

| Ma1¥r Components of State ‘Add

The maJor components of state aid can be divided 1nto equal—-
ization aid'and noneJLalization aid. Consider the latter first.

Categorlcal state aid (llne 3a), including its aid to handicapped

“""",

' children,‘showed an. increase in d1spersion, but its average increase

.-
-

. .-—“(l

ing changes in total state aid. (Teacher‘retirement_benEfits and

. employers' contributions to soclal secur;t\ arE‘not shown7in Table 6.
- < .

They were Shlfted into the shared cost cattgory after 1972 -73,

‘totaled $99 and each showed 1ess d1spersion than categorical alds )

Flat aids (line 3b) provided in 1972-73 but d1scontinued thereafter

" obviously-showed no change in dispersion. This leaves us w1th equal-

R . e s - . ) )
ization aid (line 3c¢) which, -as we observed before, displayed somee;

what greater Jbsolute dispersion but»considerably less relatiVe
e ) :

-
~ o
—l

—_—— -
————
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- Conclusion ‘ L -
Lonclusion . ., ‘ . ,
o ' This~initial examination of the results of'the'school B -

13

finance reform indicates that 1t led to a sharp and significant

infusion of s*ate funds into educational f1nance This was

————— T ' _ : _
accompanied by a 25 percent reducfian‘in“local—educationltax rates.

Although net operati ng tosiis per pup11 rose substantially during the
- period the relative dispersion of these costs remalned unchanged.

The absolute dispersion of total state'ald rose substantially, much

Yo ' l I /

‘~more so than the dispersion of-local.revenue to f1nance operating
v : . ’I - . o
| : /o

costs.-'The relative?dispersion of state aid decreased (because low

/
/

aid districts in 1972 73, had the b1ggest percentage ga1ns), while
/o

that of local revenues 1ncreased.,

.- s
TS - M [

/,

VIII. DISTRIBUTIONAL EFFECTS

-

Our preliminary conclus1on that the school f1nance reform
/] /”

had little effect, other than lowering property tax rates, must be

t

’

' reserved until we see who benefited from'the reform. A probing-
. T %,
‘ 5 o

v .

assessment of its. effects requires more. than a cursory examination.
ZInstead we must determine how different groups of students and tax—,
payers were affected . Then we can see how the reformvcharged re-

=‘lationships intended to be chanaed and affecLed other relationships

t,x‘

”.Aoccurrinw for pu ils classified by levels of pr0perty wealth where

o’

that were not"intended to be changed. - S

o '

i

a
I -

<property€wea th is assumed to show ability to pay -~ Another is the

"local school tax rate khich reflects w1ll1ngness to vay. A third.

‘ \:; . .
I NP 172 Sy
, -1 /(y;

Three dimen31ons are of Special 1nterest One is the changes

]¢

-,
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cation tax rate. - N

P

: Quintiles, The use of quintiles necessarily obgcures some of the ' ‘ ' an
prefer to focus on,the)broader effects of the refbrm.

looking for any important: linkages amoilg these interreiated data,

7 B LA

involves looking at the effects for students claSSified by average ;7 ' T
family income, another important dimension of ability to pav.. An -
e * '

examinaticn follows of the interaction of property wealth and edu-;’ T _ | -

A
-

o .
The distributional effects for students are classified into . . "L

N -
quintile groups for each of the key variables——property wealth= school . .
SN .
tax rate, and fmnily income This is done by ar%ayin the number of L
district pupils by the average valués from lowest to “h ghest for each’ flq‘ .
PO T 7 -
- e

district. . The effect on pupils as compared to districts can be = .

determihed in'this way. The * array is divided into five groups or S . ‘/
) J

3 . ‘“'r'..

.......

changes taking place. at the extremes, changes which have often re- | oo h_

Y

ceived undue attention in discussions of schooﬁlfinance reform. . We'

. g
( How Lhese effects were produced can be understood by examin-

ing anj\array of school-related data and nonedlcation data apd then

.8 ).

| | = . /, . ; ‘.:'. -?b_.
Property Wealth ' I _-" e - ;\' \» I ld' . “u .

-

'=Fif§?j we=expect differences in net'operating costs across quintiles

Y-

We have several expeCtations about the reform and the changes

l

it produced on the distribution of pupils by property wealth quintile. .4

. . . . ' . i . ) .
to be narrowed. Second, the inverse. relationshii,between state aid - -
| .
payments and property wealth levels should be heightengd. Third _we

X rates for lower

anticipate greater relative reductions in/school

property wealth qulntiles _And finally,,when th other sources.of e

»
Ty



[ ' ‘ \'5 : : ) 5«

N, \ :
- j/ . noneducation state aid avallable ‘to provide overall tax rate re- .
w - ‘s
‘ fsgggptions are greater; we expect smaller reductions in school tax .
ST " [ P | R
rates.. - - . B _ ' C VI
1 'l ] - . ¢ .° A "'_. .- ~ -
- . . The ‘basic data for this .sectior appear.in Tahle 7 which’

L~
- .
~ -

presents 1nformation on varlous aspects of finance for pupils classi-

Qe e . : o

“1ad by 1972 73 property wealth quintlles. Data on. each of the vari— .

KN

~

+.. ables are shown for both 1972—73 and 1975 76 by the 1972- 73 property- »

e
——— t" 8- r

L S wealth qu1ntlles This mode.of presentatlon helps to reveal not only -

) vy R ) .
- . ca

Ly the,distributiOnueffects of the school. finance reform but-also an . = °
"understanding of'tbese'changes'and their causes.
By definiti@n mean property wealth (line Al) differs by

quintlle when wealth is used as a ranking device, with the mean

' 4,: ' _E“ r1s1ng from.aﬁhut $25 000 to $53 000._ By 1975 76 averag’°property
. * ° ." /

wealth had r1sen by . about 50: percent. The percentage.increases in

- o = : wealth are inversely related to l972-73 wealth levels, but the dollar

A : - a
A\ n '\
f\\, T ga1ns are’ mildly correlated with in1t1al wealth levels.. As a conse- ,
T quence, con51derable differences in average wealth remain among the

T L ' - +f ’ . T . ’
‘ quintlles 1n l975 76 ‘ :
a. ' - ~
o . “Desplte dlfferences in ! ab111ty to pay as heasured*by'A T e
",/ . & '

Ji;""» o property wealth average ‘net operating costs (line A2) by property _ .

CRU . wealth qu1ntlles were much more equal in 1972 73 ‘than average wealth

.:'- .[ N . A
* S Whereas the ratio of property wea th in the-hlghest to lowest-quin- )
e tlle exceeds 2v the simllar rat10 for net operating costs is 1. 4. - - .

o . “’.More 1mportant the‘absolute increases in net operating costs from °

;:i\“"’f”_ ' 1972 73 to\1975 76,were fairly uniforn126A§ a result, the range of &
\] T . . . 2o ) . . ' : -
Ca T e o
DN _f?ff- 26The subStantially higher enrollmenq decline in the fourth A
AR G quintlle (1line B5) _could accoun for .the-larger cost incre€ase in - the - 5
qulntlle since cost adJustment lag behind cnrollemtn declines. ."f .
‘ . I s . S
- PR / . . . . N i

S Al T N o ;"». L is s ” > ' 174 . '
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TABLE 7

« WHO BENEFITED FROM THE REFORM: THE COMPOSTTION OF r s RS o
. SCHOOL "FINANCE 'AND PROPERTY WEALTH . . b
. ° -
"1972- 73 Distribution of St:udent:s by Quint:iles
: of*District Property Wealth . R ,
. v R -+ " Lowest Second’ Middle . Fourth ' . Highest. & <%
AlL. Property Wealth a)* $24,957+ $33,050 . $38,036. $41,285 . $533080 - .
(equalized valuation t) - 15,982 - 16,538 19,633 15,881 . 20,678 .
per pupil) ) © 40,939 49,588  57,663. 57,166 73,758 ' - °
- d) © 4% Y 50% .51% 38% 39%
A2. Net -Operating Costs _a) .. 899 % 921 945... 981 1,031
.. (per pupil) : b) * ] 356 138 340 404 339
R c) © 1,255 . 1,259 1,285 - 1,385 1,365 , _ )
R S d). 39% - 37% 367 - 41% 33% - .
" A3. State Aid . a) 464 348 '253. 231 146 o~ T
" (per pupil) b) . 312 304 290 348.. .. 252 - em
’ c) 776 . 652 543 579, 398
. _ .d) 67% .- 87% - 114% - 150% . 172%
‘aw Categorical Ald . a) L4l o7 w0 36 4940
(per pupil) ) . 13 £22 - . 19 36 © .25, -
.- ) 54 62 ‘55 85 65 ) S
) L L) . _ 327 55% 53% 73% 0 62% . :
b. Equalizing Aid a). S 347 232 ‘142 ° 107 . 29° - .
. (per pupil) - b) . 374 ~ 357 . 339 384 289 . b
o - c) S 721 589 481 T 492 319 -
. - d) 67% 153% 238% .358% .- \_996% g
A4, Federal Aid a) - 44 3. 35 - 62 - '35 a .
‘(per pupil) b) - 13- 16 1 11 .
. p ) 57 . 50 39 37 46
d) 29% - 47% 1% 40% - _-31%
AS. Local gdtxeat:ion Revenue a). - 458 - 608 734 748 * 956, T
“*(per pupil) o, ¥y " 99 92 129 © o111 133 -
X . ) 551 . 700 863 859 " 1089
cT N 21% - 15%- . 17% _ . 15% 164%- ., -
A6. Local School Tax Rate  a) 20.44 20,18 19.31 . 21.38 . 19.31 '
(mills) b) ° "6.09 5:62 4.76 - °  4.37 4.08 .
G Y . 14.35 . 14.54.°, '14.55  '17.01  15.26 »—
B £ A -30%  .,-28% " -25% 20z -21%"
l_ L Lol . . N - .
. . g ; = N
B1. Total Local Revenue @ ;f\ . 180. -~ 229 275 263 °7 281 -
(}?er capit:a b) -1’ ©-18 -p - 28" ™ 8 11 R
; 7 e) 7 181 & 211 .. 247 274 292 4
a.; - P -8% . -10z =~ 3% 4%
- ) . -4 - .
B2, Noneducation Stat:e. .%id- f/ N 30 T -32 - 28 36~ 55 - - ’
' Eghalizing* /b) 11 16 24 3. . ., 6 )
(per capit:a) ) w41 . 48 <52 74 . 61 o C
_ d) 37% .. 50% 86% - 105% a1z v
+ B3. Noneducation State“Aid- \a)... . = 133 =~ 109 .152 118 o127 - '
" ' Categoricalkk 1?) L : 45 64 . 4 . 79 s 64 _
(per capita) * ', - ‘A o178 173 192 . . 197" " 9L . )
o o o ccl‘) 347 .59% 26% 1 67%, 50%" T
. B4. Total Local Tax ; a\ z6.73_g . 27.00 26.03 ° 34.47 26 ‘gs L :
' Rate***(mills) b) 8.26 7.03° - 5.87  7.05 S .
’ - . e) N ,_,,.18 47 19.98 20.16 . -27.42 21. 48 T
L e -31% . =26% - -23%  -20% -18% ‘
- BS. Enrollment . ¢ - ) -l 47’ ~ -3.6% . -1.5%2.. -11.1Z "—i-9_7{” ;
, ‘ i B . 3 .
.+a=mean 19 2-73; b-dollar increase ;¢ c=mean -1975- 76 d=petcent: increase ' .
T L]

; *T{Iis includes the- 'percem:age of le,vies and general propert:y t:ax relief:

**Includes all ot:her atare,aid .except -as

woted. in foot:riot:e a.

***This is net of general and personal k) opert:y t:ax rellef

o

s

L.

Coay e




- £

ating costs for the lowest wealth Quintile_were paid.by state aid as

However, the absolute increases in state aid over’ the period. were

-

‘net operating‘coSts among the quintiles. remained the same at roughly
23 - ’, -

~

2 . . . . . Lo . - . . . -

$130. _ C o o TR

. . : : . o : L2

Total state aid (line A3) in 1972-73 was'inversely'related
: . ) : o ] o : .
to average property wealth, reflecting the equalizing effects_emboﬁied'

./""

. S
L . L - . P

"in the prereform school finance legislation. Overjhalf of net oper- - ' .

contrasted'to'less than one—sixth for the highest;wﬁalth quintile.

/,"m

b

P -
- ° te .- 4

roughly constant. This préserved but slightly reduced the preexisting

inverse relationship between averagewproperty wealth ‘and state aid. e .

’ ~ g. v.-:‘ Y e s

(In a: relative sense,. state aid became more equaligedmﬂs shown by the s
\',——-——— )

. . A N
pattern of percentage increases which cleafly favored wealthier dis- o
fﬁ o

b

A4

A no- ' SN
tricts.' However; it is the absolute differences_that count,“and‘these“ *
o L - A .
-were not much, different after the reform.) S R - .

. . _ ¥

’

_ : v . L y
..  We are not certain about the exact causes-of this pattern but
: . . : P }

‘we will venture three possible explanations. First, per pupil property~

values grew faster in the low. wealth quiﬁtiles relative to wealthier .
—

.

_ ones, implying some changes 1n state aid. distribution ‘even in the V-'_ DR

- 7 N %._'III

absence of legislative change. Second, and perhaps more- important e
N S o TN

'the"decision to‘raise_the guarantee gives more.equalization aid to o
\.districts and aIso increases the number of districts receiving equal— EE
"'6 oy L4 . .

. ization a1d° ‘That is, distr1cts are’ poorer relative to the guaranteed ' -

o

. ’ 2 o
evaluation;-and'more districts are’ COnsidered relatively'poori-z. After N, O

L. : o, ' : o RS 'r»‘«.‘-:w;_g_, R . e ‘ o : .. .
TR | = ~ . o e
. For example,»assume a prereiorm and postreform guarantee of
$75 000. and $100,000; respectively. A $75; 000 per pupil district ° .- ¢

- would receive no aid prior to the  reform and .25 percent, aid afterward _
A $50 000 district would have an aid.level increase from 33 percent ceie
to 50 percent. - : : ’

,% B R




\ _ o, e :
the reform, ?6 percent of the pupi1s~were in districts below the. N ‘

N - e-a - ’ ) . ’,
guarantee which was a}most double the statewide average per pupil ' o

0 -~

property valuation (see the negative aids section in Section IX).

Third as a,matter of definition we di d not. consider flat aids to be

» -

equalization aid. Nevertheless, many-districts would have-received~
2 . .

~ _;-,__

equalization aid (in amounts less than the flat aid level) if flat

“ o
.

aid had$npt EXlSted prior to the reform. ™ Furthermore by freeing -

N : {

SR up aid preViously allocated to flat)aids (including teacher ret1re— .

ment and social security payments paideby the state and valued at
Aébdljin.l972——see_Tablef5), the guarantee level.could.’be
o L.raised substantially without ‘a new influx of st&te funds. On qhe',

v . other-hand districts which ost flat aid would have benefited from'f“A?

- S .the increased guarantee, as noted above., ’ ’ - e
. } ! : . , .
- We see here that, while state aid,may have a larger equali-
o zdtion component; changes in the definition of who'qualifies'for.aid_
. . L St " ~ . [ N ! = . : . [N -

and for .how much aid-can'counteractlthe_expected equalizing effects
. i . - ] . ¢ . .. - . . - .(u .
. . Lo - . 4 - . n —~.. ) - . 'jgo
of the-formula. A small foundation program, even if poorly funded,

iRy

‘o

\

: B - Ty, /
g - clearly gives aid’ only to the poorest districts. But the state” aid = - .

LY

e
s formula described in. Table 7 which guarantfes 96 percent of the
_;; districts»the same_tax base, gives equaliéation aid to almost H -.5
- - o : \/; S '
.every district. v Co. : L o

The“baiance of net operating costs came from federal cate-
; o ' | b . iéL;..-,—_/"/h )
Le L gorical aid - (line A4) which was relatively small and locally—raised
. e , »1 . _ N R
- ‘revenue { ine AS), an obviously‘important'source of revenueL ;The

L]

"_k . B - . ,- a
o latter is, of course, pOSitively related to property wealth both
r \" .
hefore %gd after the reform The pattern of increase is somewhat
m‘ 3 . ‘ ‘ . l = - v . ) ' b ’ - Y i

S
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rd . . ' . : _ I - R
. ) . )

o - w . . T e

'erratic'but o%n be characterized'as generally independent of property-.
wealth levels

Additional information on local revenues . is provided by the

‘local school tax rate (line A6) These rates were surprisingly uni—
ot . form by pronerty wealth quintile in 1972—73. By 1975~76 rh, school
N ' .
tax rates fell in each. - quintile as additional aid st provfied by the

~

state, .the largest declines were for the’ two lowest wealth quintiles .

The postreform ‘tax rates were still uniform—-only 1 65 mills separated-
' . ~ - '-5?

I . ff “the quintiles '_";- ————— _
The 1arger abSOIute and relative tax rate decreases in the

" “lower wealth quintlles_are'difficult“to explain. The rap1d rise in
roperty wealtb'valges3compared to net operating costs‘appears to.

LA

-account for most of the change.' The effect_of state aid.increases el

) appears to be minor by contrast' the same is true of equalizing aid I : e
A . .

. fﬂ.(line A3)-? In addition, cost controls undoubtedly had some effect,f:_ 'i;.'“

.ﬂ'QJ- as Wlll be shown in Section X. oL o S

N - N N ! %o
< o - . . .o I

[ To complete ‘this discussion, it is useful to consider the" ‘ \;

-
-

i broader fiscal environment Total local revenue per capita (line o
N 3 : .
' i Bl) d1splayed ‘almost no change over the period due largely to the

provi31on of eddltlonal state aid (othervthan school aid) Some of

i
4

the: additional state aid was equalizing~and some of it was not

~

'3 ~ 'V ) Equalizing a1d (11ne B2) was of relatively small magnitude, and R R
ategorical a1d (line B3). though larger in. magnitude, was distributed o

ﬂx}_ relat1vely evenly across the quintiles These outside sources of funds, ‘

in’ combinati{—\with general and personal property tax rellef made it- -

Ve

poss*ble to lower total loc tax rates which include education (line




L “/’, .

4

. are more 1ikely to reduce their local tax effort ..}

"‘vantage of the substitution poss1bilities or (b) school cost controls
. and municipal lefy limits force 1ocal officials to substitute state:‘"

'aid for~1ocal reyenues. ;'Evidence-presented 1n‘the next section indi-"

It fs alss’ interesting to mote that this quinnﬂé% by far the

largest enrollment decline because it includes Milwaukee'; This ‘ “- Y

- costs. - - -

Ba);‘ The greatest'percentage and absolute'declines occurred in' the

-

‘low property wealth quintileszc Here again we observe the response = G RN

A

. of lowvwealth_afEas to the availability'of greaterIState aid~-they

by - oy
A .

: ta - N o "
Our tentative conclusion is' that” the apparent redﬁEZ;;;;\}

tax effort——for the. schools and overall——in the face of é;eater state

T aid ind1cate two- things: (a) local officials recognize and take ad-

cates that cbst controls\definitely'constrainedﬂmostqschool districts .
| . _ e |
fiom increasing expenditures I . ‘j,_. f SR T

It is worth noting that the fourth quintile starts with a

well above average local education ‘tax rate and experiences an ex-‘ ’ T

ceptionally 1arge decline. We cannot:offer any explanationvfor'this'

gl

2 .o C 5.

decline could explain 'the somewhat large increase in net operating N

-

T

i Educational.Tax Rate' _ . ‘ -,*.b_ . i N Ce

We now repeat our analysis and base it on-education Lax rate

———. mtmeee o \ :
.. - BBt —te =

Quin ”les ) We take this approach since the school aids formula wh1ch

';,an effect'on the_distribution of school tax,rates. It seems,reason— )

able'to‘believe’that districts whose“tax"rates_arevhigh because of -

. .",. A - K - ) ‘_'

DT S T T ST e

. less property wealth will want to=or'betconstrained§to relax their - ‘
S _,:L on T b . 0 ‘179 fy o ) . o :
i : T L ST I S.F ~ .o ‘) ‘
T T Yt Y S TP N




Lk

'effort as more aid becomes avallable to. them ‘But how much of a
reductlon will" take place and - the d1er1butlon of those reductions

- © is not clear. The data needed to anSWer these questlons are pre—

L]

ented in Table 8 SR E ' : "; o L ' fl o . o h_f

"~ Our first observation 1s that the h1ghest taxed qu1ntlles

i
>

'(llne Al\ in 1971—73 were also taxed most heavily in 1975- 76. Over L

'-;this same period there was a decline in the overalJ rate because of

. - 'the state s increased funding for educatlon In fact, the mill rate

L
8

declines are roughly proportional across quintlles.
. Net operating costs - (line A2) were greater in: h1gher tax

areas both before and. after the reform Increases in net operating , Y

costs among the quintiles since the reform wereroughLyproportionaI“ " ;_
.‘,to the prereform levels, thereby accentuating the absolute dollar

.differences 1n spendlng.' The d1fference between the highestland
;[if o k J(:lowest Spending qu1ntiles went from $lSl to. $272 but most of this K

‘increase can be: attr1butedoto the sharp r1se for the top quintlle.

. ' .
o . -~ et

Thls 1ncrease in net- 0perat1ng costs for the top quintile may be the
g . - L8
-3wresult of its much more substantlal enrollment decllne (line B5) of:

-almost 12 percent which assumes 'some lag in the abillty to adJust to
v such delines. Agaln, Milwaukeer is in’ th1s qu1nt1le. State aid (line
/
B 'A3) remained fairly equal acro s,qulntlles, both before and after the_'
2 reform The 1ncreases in cat_gor1ca1 and equalizatlon a1d (lines A3a‘
Lo and A3b) were surprlsingly un1form except for the lowest quintile._
‘.. ASince state aid and net operatlng expendltures are Eoth relatively

3 similar across quintiles, the absolute need for local education

) revenues (1ine AS) across quintiles was. slmilar both before and
: . \ :

i

A .aftet the reform,' - .f'-“ LS U
e RIS o Lo ‘ “ S ~ U : Co
' U 3 . o




LT _ Lowest - Second . Middle Fourth Highest
. . ~<\. . + 4‘.___—,, . - . ‘.: . .
AL. Local School.Tax  8) - 16.82 © 18.83 19.98 21.60 23.20
- Rate (mills) b) 3.31 . 4.83 4.75 ' 6.32. 5.10
. o c) 13.01 14,02 . ° .15.23 15.28 - 18.10
o d) . -23% -26% -24% . -29% - -22%
'.A2. Net Operating Cost a) 880 885 959 970 1,061 .
S b). 335" 336 343 343 426
¢) 1,215 = 1,221 1,302 1,313 1,487.
: _ " d) 38% 38% . 36% 36% - 40%
, A3. State Aid -.a) 259 299 276 326 = 288 °
¢ - " b) 257 324 308" - _321 ' ° 310
d) 516 623 . 589 847 © " 593
' . d): 99% © 108%" 111% " 98% 1087
a. Categorical Aid  a) 38 S42 43 - 37 yYA
b) 14 21 .28 19 - 31
Q) 52 63 71 . 36 79
_ : } d) 372 50% 65% 51% 66% °
. b. Equalization Aid &) - 145 ° 181 156 212" 165
ST : b) . 312, 381 351 375 344
€, 457 562 507. 587. 509
, d) 215% 210% 225%° - 176% 208%
. " . Rl ‘v . B .
A4. Federal Aid a) . 37 40 41 37 57
. * b) R 11’ 13 .10 " 25
- <) . W47 teema5l " 54 - w47 - 32
- d) - 27% 27% . 32% 271 443
AS. Local Education Revenuea) ' /. 641 608 729 . 695 - 798
, b) . - 108 .75 - . 82 79 .100
o) 794 .. . 683 811 776 96T . -
‘ _ d) - L 17% 127 11% 11% . - 13%
A6. Property Wealth .  a) 40843 . . 352932 40843 34806 = 38174
(per pupil) b) 19435 | © 15705 15686  ~17700 . 19288
' L) 60278 , 750997 . 56536 < 52506 57402
.. d) - 47%~ 45% - 381 *50% 507 -
., .. Bl. Total Local Revenues a) - - 234 |- 207 247 - 229 303
- . (per capita) b) 0 - -4 6 -2 .10
.. o ) 224 - 211 241" ©227° 7 293
Sd <L e -2% =2% e e -3
B2. ’Ioneducation State Aid-a) © %0 32 . 28 -~ 36 . T 55
Equalizing ¥ b} - 12 13 7. 28 -t 10 24
- (per capj..ta)" c) 42 L. 45 56 - 52 79
_ . , dy* 40% 40% . .100% YA 44%
- " B3. Noneducation State Aid-a)’ 130 123 12° 133 . 134,
" Categorical #* 'b) 57 8" - 63 49 - 62
(per capita) ) ‘ 187 © . . 191: 175. -+ 182 - ' .i196
- _ T SR ) B © 44y to15% 56% " 37% 46%
' " Bh. Total Local Tax . .a) 25.19 25.61 26.42 27.34. 35.74 .
N - Rate ®** (mills)  b) . 6.5 - 6.29 - . 4.68 ' 6.89.  8.33.°
S - Ce T ¢ - . 18.60 19.32 21.74 - 20.45 127,41
N e d) o -26% .-25% . -18%  -25% - -23%
- =77 BS5. Enrollment: d) L -0 . -1.62  -3.0%  -1.3%,°

~ WHO

_TABLE 8

BENEFITED FROM THE REFORM THE COHPOSITION OF
SCHOOL FINANCE AND LOCAL SCHOOL TAX ‘RATE

1972—73'ﬁ5ucation Tax Rate Quintile

R o a

a

-11.7% .

-+a=mean 1972- 73 ‘b=dollar increase, c=mean r1975-76 d=percent increase.

*This includes the percentage of levies ‘and general préperty tax relief. :

**Includes all. other state aid except ‘as noted in footnoce_a..

) ***This is net of general and Dersonal property tax relief\

Ny

é;‘v



] ' o - The overall: relationships between education tax rates and -

e

. average property values (line A6) in 1972-73 1975~ 76 and the in—-m
creases over the 1ntervil, are not apparent if anything, there are ‘

‘no relationships. This is. 1mportant because of frequent statements

/ - about the_assouiation*between»high tax ratesvandjlow-property wealth."

v The lack of relationshipf is similar to our finding in Table 7 where
. - ) 1 B .
: . property wealth qulntile? were employed B

The remainder of\the local financial situation is captured

" .":7ig lines Bl—Bs;' tal local revenue as well as, equaliZing and cate-"z

._gorical state aid (lines B2 and B3) are rather nvenly distributed .
'L -

_both before and after the reform. Except for the top quintile which

Yy
PRt

1ncludes Milwaukee, local tax rates (1ine. BA) are surprisingly

s1milar : Decreases "in local: tax rates were roughly proportional

e -

o and combined with increases in state aid local revenue per capita

remained virtually unchanged over the’ three—year period.

We can. summarize these results by indicating that little “
. ..additional insight is gained by looking at the data from the vantage
.point of education tax rates.‘ There is JuSt too much similarity
o among tax rates to enable/us to. distill much from these data. This

. \ .
b conclusion reinforces what we already discovered in the 1as* section

_——namely, ‘that education tax rates vary relatively little by property

X - . ! - ! -~

,.f o \"wealth. o

%

.Family Income S “y SR L o - f T

In Table 9 we present similar data but this time students are

classified by the median family income of the school districts from '

-

which they come. The income data are’ for 1969 and hence reflect

l SO '{ wb 1:'i b'l




i Towest Seoond Middle = Fourth
- bAlf'Median .?amily - : [ e _—
Income, 1970 775 . 9;5}/ 10107 © 10629 © 12469
! . - Co
A2 ‘Net Operating Costs ayt 846 830 - 842: - . =915 . 951 - .
. (per pupil) b) .. . 409 | 386 . 399 453 469
- Q) "1255 | HZIA" 1241 1368 . 1420
~ . dy | 48% . “46% 47% 49% . 497,
~ A3. State Aid- a) . 1397 |291 225 269" 245
NV b) . 260 311 367 /322, 184
©), 657 .| 602 . 592 591 429
‘ - d) 65% 107%°  +.163% 119% . < 75%
a. Categorical Ald ~ a) 43 |oes o an 46 337 -
' b) .. 14 155 . 25 34 o 23
e c) .57 - 59+ 66 ., 80. < .57
. PN d) 322 34% 61% - T4% L T0%
.~ 7 'b. Equalization Aid "a) - 277 .| 1720 7 108 - . 147 13
T L " b) 335 380 417 371 276
c) 612 352 525, . 518 413,
o _ )~ 120% - 1202 386% 354% ., 201%
A4. Federal Aid a) 54 39 . 37 4g> 25 :
- b) 12 . 8 9 .
c) . 66 47 46 7 79 ‘34
. d) o22x ©21%. 24% " 46% 36%
" A5. Local Educatioh. &) - - - 513 637 716 724 . 892
-+ » . Revenue . b)- 132 : 67 "31- 7102 192
Lo c). 645- 704 . 747 826 - . 1084
. dy - 26% 0% 4% 142 21%
6. Local School Tax - ay " Ti9w08 | 18.88  19.1r 2129,  21.45 -
'Rat‘e (mills) b) “5.73 | 4.82 - . 4.81 4,57 4.99 °
' ; c) 13.35 ,  14.06 ;, _ 14.30 16.72 16.46
- d) 4, 30% / 26% '25% 21% 23%
Bl.'Naneducation State “a). 34 -/ 32 . 28 39 45
, Aid-Equalizing * b) .5 0. . 18 _ 3¢ 26
R (per capita) - c) 39 42 46 - 69 71 .
g P d) 15% 31% 65% T17% .. 58%
", B2. Noneducatfon State a) 157 '~ 117 105 113 137
Aid-Categorical *k ) . 40 : 60 - 68 81 ©. 44
(per, capita) Ty 197 . =177 S 173 194 181
_ c. i Q) 25% - 517 . 65% . T2 32%
“  B3. Total Local Revenue a)’ ¢ 196 208 - 202 265 . 317
’ {per' capita) ) . -8 s 7 R A =3 -22
. c) B ;192 215 221 262 L. 295
. . D R SO 9% -1z -7%
.-B4. Total Local Tax . a) 25.71 224,74 . 25.04 33,29 128,85
Rate *** (mills)  b). 8.45 " -~ 5.53 . - 3.35 7.70 ' '5.98
o ). 17.26 19.21 - 21.59 . 25.59 ‘22.87 -
S L. =33% -22% -13% - -23% . ~20% - -
" BS. T RS <.5% , -10.6% - -4.1% -3.0%

'TABLE 9

S

’ “

"~ WHO BENEFITED FROM THE REFORM: THE COMPOSITION OF

SCHOOL FINANCE AND MEDIAN FfMILY INCOME

I

1

Income Quintile.’

@

Highest -

Enrollmént

- !

.“+e-mean 1972 73; b= dollar increase, c=mean 1975-76; d-percent increase

**Includes all other ‘state aid except as noted in footnote a.

***Thiq is net of general and personal property tax relief. )

18

*Ihis includes the percentage of -levies and’ general property tax relief

o,
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values likely to be considerahly 1owerfthan those for:19f2473ior g

a

1975 76. Moreover, the one-tiﬁe data preclude showing how changes

. ~e. in income may have been associated with changes in any of the other

variables. . ©

b .

It is immediately obvious-that although netﬂoperating costs»'

(llne A2) rise somewhat as income rlses, they rise much 1ess than

e i

. ‘

income across quintiles.. We do observe that state a1d (1line A3) 1n o

1975-76 .is inversely related to family'income although-the increasés

. in. a1d bear 11tt1e relatlonshlp Lo 1evels of- 1ncomc. This .is also

.

true'for‘categorical aid (1ine A3a). .Federal. a1d (11ne A4) does not

\ L appear to be targeted to lower 1ncome puplls. ’The association be-

”n

‘tween average income. and locally ra1sed educatlon revenue (1ine AS)

-~ .

. 11creased by 1975 76 for all except the top qulntale. ‘Revenue

o actually fell;there, notw1thstand1ng its h1gh property value per

L]

pupilﬁ ,Finally, the absolute‘drop in the educat;on téx_rate‘was-ﬂ

qulte unlform except for the bottom qulntlle wh1ch experlenced*
\bigger drop.and ended = 1th ‘the 1owest educatlon tax rate.

We conclude from this eXercise that across qurntlles no

- major=relatiouships emerge between the effects of school finance - .

-

'vl,'reform.ahd average family’ﬂhzome. }Certainly‘none are apparent'from‘ .
. : ! . . - ’ 4 . . ' o " . '
- B . ‘ P " ‘ o VT
© these data.. : _ § o N :
- ..Property Wealth and Educatlon Tax Rates S - -

An add1t10na1 d1mens1on of the reform s effect can perhaps .

e o 'be'gained by viewing net_operating*costs and then state_ald when.,‘

lpupils are;ciasSifiediSimultaneohsly,BY'property wealth and edu-
_ .~". v :~" C A o C : I .
cational:taX’rate guintiles. We hope.in this way to capture "

- . .
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~ whatever interaction may exist which did not ‘show up in the one—way
_:classifications. At the same time we recognize that this finer
-breakdown of the data is likely to increase theldispersion somewhatr
:Specific_but unidentified factors will affect thejdistribution'of

districts in the various cells of our tables.
o Vo . _ :
. . . . . . . . . 2.2 . . .
We have constructed a table to bring out the grovs relation—_

ships. - This required classifying pupils from the different school o e
'distr1cts by both property wea1th and education tax rate quintiles .

for the prereform year of 1972-73. The 1972-73 levels are entered on -
the flrst line; the third iine'contains the'levels for these same ‘ '

"~ .. pupil groups but'in_1975ﬁZ6,'and'the“absoluteiand'percentage changes
are'shown:in'thepsecond and fourth lines. Our'purposeris to.give:
" some idea of how the reform affected groupsxof students<by following
c N . o . . . 3 .

the changes. they experienced. - ; ) S T

N ;;;fﬁe bbserve'from Table 10' Panel A, that expenditure'levels

are, as expected,associated weakly W1th tax rate quintiles (read Sy

. . .-

across. the rows) and with prop rty wealth quintiles (read down thelfl' ' ‘f”-T o

columns) Once again, increases in expenditures)s1nc\ithe\reform 5 ' L
. - \ \ ~ - . ', . “

appear to be roughly equal across the whole weal th~-tax rate matrix.‘ E
- , % i 3 \ ‘ . , i ' ’

This reaffirms our earller conclushon that the reform induced few LN

u

-changes 1n-net operating cost..'” _ f. T
While expenditure changes may have been qu1te uniform, this o Trell

does not imply that -state aid should necessarily have 1ncreased uni-k ”:_ R J'tu

o R .

formly. :'In fact, as Panel B/ shows, the absolute 1ncreases in state

! '/ ; : ° f/

aid tended to be lower for nupils in niOher property wealth quintiles v

y ? with lower school tax rates._ Similarly, the absolute increases also l_ | _A,ﬂ/




‘ o TABLE 19 _
" VHO "BENEFITED FROM' THE REFORM. EFFORT VS. ABILITY TO PAY )
1972-73 Propefty : 1972-73 School.Tax Rate Quintile - S
" Wealth Quﬁxt‘ile' Lowest’ Second Mi‘ddle - Fourth Highest
'A. Change in Net Operating Costs Per Pupil ‘ .
Lowest ~a)* 785 775 v-824. . » 879 932
' b) 407 416 .- 393 415 . 456
. p ¢) 1192 , 1191 1217 - 1294 - 1378
. d) 527 54% " 48 46% v 48%
second - a) 715 . /810 864 922 979
. i S Z b) - 363 380 , 409 396 - - 365
L ' ) 1078 1190 1273 | 1318 . - 1444
_ N d) 57% 47% - 4T 43% 4T7% ’
‘ Middle g . a) 765 .. 859 . 80 [ ‘938, 1042
ARG .b) 397 392 376 /| 325 431 ;.
¢)' 1162 - 1251 . 1186 1363 1473
o d) - 52% 46% - b6 46% 41%
Fourth. a) 787 " 806 819 | ©.898. ‘990
. - b) 7379 423 . 38 '330- . 553
c)’ 1166 . 1229 f~gzoj 1328 1543 _
o -d) Auh, o 487, s6z T
i ' Highest ‘ a) 924! '895 1001/ 9295+ 1026,
: : S . b) 409 400 . 432 _ 353, % . 404
: S c) 1333 1295 . 14387 . 1282 ., . 1440
e ) 44% - e 40% 43 38% v ,39%.
= . B. State %id Per Pupil © . o
' ' Lowest - - - a) 499 . 492 555 - 537 i 567 Mm
3 S N , "b) - 269 280 ./ 193. 232 258
' : A c) 768 "772 747, ¢ 769 . 823
' ‘ _ . : d) . s4x - 957 /vw3ez 435 357 .
h o . Second’ 5 - a) 356 405 = j428 385 45,
LT ——— ' ... 1) 243 254 | 281 2195 150
o ’ __f____fh‘f‘*ff\\\ . | cg 599 . 659 699 580 " 606
- ' ¥ ~ &) 68y - 63% 3% - 5%
T N T
. | Middle 7‘\\\<\\.. a) 312 229 325 347 263
\ o/ . : b) 273 - 235 248 o237 131
. . S¢) 585 . . 564 | 598 S81 © T T 394
. . d)\\ 87% - 71% '/ - 84% 67% 49%
o .. Fourth , a) 252 5 250, 249 280 232 ,
. ' . M ) S 1) - 365 , 33 266 1293 . ’
: &), Hom_  -615| | 583 . 546 625
. N )-SR\ M6 | 134% . - 95% - a8z
: - ‘Highest - \ a) 208, ,\\ 196 " . 2219 237 - 218, i
o - T Wb) 4 +102 . /186 17, S 386 ;200
i ¢) 310 382 392 . 623 j418 . |
5 = d) . .49z 9sg 78K - 163k . 914 i
e —e- hd 2 - L= : - . . /
i : ‘ o o C. Average Family Income © /
; ' Lowest 8244 - 3097 ' 8523 - 10476 '/ ;
Ve ~  ...Second 9500 9408 1018l - 12477/
' Middle , ) ' 8391 . 9621 '"11161 - : 11806 ﬁ‘j
Fourth N <. 10358, '. .10072 10167 10266
. . % : -~ . e : . .
" Highest ' 9740 . - 9869 10335 14197,
“ . j_" - - ] | . *a=mleaﬁ 1972 7q b do'! lar increasg, c—mean 1975- 76, d-percent increage.‘“. . ‘5 Lo
Al - - . - ‘!‘ ’ ‘.. N . !’t “ . : ’ ' “ R ,’ ' . q ‘!\ ~
o R 186 b R
- L'. K . :I /
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seemed to be .somewhat lower for high ‘tax rate-lower property wealth

u

pupils. But_%hege are at best general tendencies and'are only

suggestive of what has happened.

- “There,is Iittle to be gained from displaying additional
panels that cross classify some of the other variables discussed

earlier. ' The results add little to the conclusions already drawn--

namely, that increases in -expenditures were relatively uniform on an

ébsolute basis. and increases in state aid per pdpil were also rather

equél on an absolute b;éis. éTheré was some_téndency for  these in-
creases 'td be smaller for children coming from higher wealth-lower
. A 7 N .

tax rate and lower wealth—higher tax rate districts.

Whether these increases. are related to property"wealfh and

-

education tax rates is still not fully clear because, as Panel C
.indicates, average family iéggﬁeﬁgenefélly rises from the upper left-

”

hand corﬁer of the pable down .to the lower right-hand corner.
Ig is also.evident“that differences in per pupil échoci ex-
. . pgnditures are far nérrdwer than those implied Sy differences in
‘prppgrty Wealtﬁ, educatiqn tax rates, and éﬁerége family incomes.
The conventional views about how educational systems shéuld_ﬁe

organized and operated; the minimum standards imposed‘by the state,

and ‘ the operation of market forces make for considerable uniformity

in spending patterns.' Greater uniformity is unlikely to c;me except
through increased state.intefvention and ever-morévcomplex éo;yulas.
However,_the‘fraction of these éosts,paid by the étate_is squect to
further manipulaﬁion at.least i£ principle. - Butvthé increésed

sdphisticat;op of legislaﬁors_and the rapid ;Qéilability of computer

Al

. W fgg




o

simulations of the effects of proposed changes in school aid‘formulasq

make it difficult :to achieve agreement to make such changes. Those

,who are "hurt" know too'quickly they will be hurt and so take counter—

action. Perhaps that explains the general failure of the school re—

form to shift the pattern of state aid.

Al

IX. PROGRAM EFFECTS OF THE REFORM
,* ‘ . ' . L ' . - - ) .
The 1973 reform and related legislation specified .several

. program-items not directly related to the equallzation formula. Here,
we examine the effects of four provisions: (1) the changed flnancing»
of nonoperating costs,: (2) cost controls, (3) negative aids and tran-

sition features, and (4) the 13 minimum education'standards.

Nonoperating Costs

Nonoperating  costs are the annual expenditures for debt

levies-and capital outlays. Differences in .these costs among dis-
trictd approximate differences in the'quality‘of physical facilities
available to students. Since the change in financing of non0perating

‘costs was an important part of the l973 reform, we focus on this

tOplC in Tables 11 and- 12 C ', ' R

. Prior to the reform,-school dJstricts financed all non- .

operating costs. Since then, thexstate'shares the.first $100 of these

costs according to the general aid formula. This means that the state

f

now contributes $38 per pupil'to the aﬁerage school district; an "~

N
.

o

average of $lll 1n local revenue is Stlll needed to finance total non—
operating costs. Nonoperating costs in 1975~ 76 were $l49, only $9

higher than net'operating costs in 1972—73——a growth\rate of 2 percent

. . Y
s . N
- . . . . g




' TABLE 11

' PROFILE OF NONOPERATING COSTS

<

N

1972-73 1975-76

Local State Local State
" Mean - | . ' ' $ 140 - - | *$ 111 38
Median E ' -~ 130 - 99 38
Standard deviation | S48 = 50 14
Coefficient of-variation -~ . .341 - 437 .391
75th percentile/25th percentile T 1.43 - 1.75 1.48
95th percentile/5th percentile . -, '
Minimum A\ o , % - 29 c

‘Maximum - . ' - .389 - C 363 72,

TABLE 12

i

DISTRIBUTION OF NONOPERATINé COSTS

P ' o . 1972-73 Quintile
'Quintile'Classified by: - Lowest Second Middle . . Fourth - Highest

L (dollars per pupil) :
- 1. Property Wealth ' .

1572-73 C$128  $ 134 $ 141  $ 126  § 175

1975-76 . . 136 146 161 143 171 .
Local Share ,’ 84 103 . 127 - 110 149

B " State Share 52 43 3% 33 22

2. Education Tax Rate - o ' S > . .

1972-73 - 118 124 . 154 153 150

. 1975-76 144 138 - 150 158 .- 163"

. M \ [y ! . -
Local Share s 109 96 114 117 132

State Share 35 42 . 36 41 - - 131

3. Median Family Income o : . .
1972-73 ' - 119 137 . -135 131 - 180
1975-76 . .. 128 145 147 142 191
Local Share © 83 104 109 107 - 164

State Share 45 S 41 38 35 C 27

[

189




_per.year.- hew construction‘apparently stopped (perhaps due to
declining enrollments), despite'the influx of .new state funding and
the absence ot cost controls on the.financing of costs in this cate-
gory." - |

- Nonoperating costs are noticeably more dispersed in l9l5—76,
in contrast to the unchanged variation in net operating costs moted
earlier.. The absolute and relative dispersion of. the local share
increased, even though thefaverage fell from $l&0_to $114. The.co-
efficient of uariation for.the'stateis portion, .391' is greater than

that for the state s portion of all shared costs, .542 (see Section
VII).
The distribution of nonoperating cdsts shown in Table 12.

indicates that high wealth, high tax rate, and. high income school
'districts spent the most on facilities.- This comes as no surprise.
Nonoperating costs grew -most in average wealth and low tax rate areas,
land they grew uniformly in each income quintile. State_aid was most
plentiful in low'wealth, low income districts, but lowrtan districts;
did not-do much worse_than mid and-high'wealth districts.’ In sum, -
low wealth Jow tax, low income areas have slightly lower nonoperat~ °

ing costs and they have been decreasing somewhat since 1972~73

They now.receive the most state aid.

Cost Controls .

-

The general picture emerging from the earlier amalysis is as
follows: (1) the 1973 reform. resulted in large, significant,,and
equitably distributed amounts of property tax relief, (2) there was
no -decrease in the relative dispersion of. education expenditures, but

' ' WO’L 19t;




(3) there was a widening in the absolute dispersion. Cost controls
immediately come to mind as a constraint on the ability of school

districts to funnel additional state aid into education and'pfoperty

tax relief. We turn now to an ekamination‘of these"effects.28:-.c

Annual percentage increases in_average expenditnres are shown
in’ Table 13.  In viewing this information;'recall that.ln 1973-74 .
there was a §55 limit, in 197475 no limit existed, and in 19%5476

.the limit was 9.5 percentbof the prior year's expenditures. Also,

" some exemptions. were allowed in both 1973 74 and aga1n in 1975 76 29

It is clear that the 7.3 percent average increase of $72,(based on

average net operating costs of $956) more than. exceeded the '$55

limit.. How much of this excess can be attributed to.exemptions is

unclear. When the controls were lifted in 1974-75, an unprecedented ’;1

- . . i
» : . #

l4;8 percent increasefof over $152 took place.
ThlS sharp . 1ncrease led to the relmposltlon of controls set
at 9. 5 percent for 1975 76. The percentage flgure made more sense
from the standp01nt of local school districts’ faced»with percentage<* N

increases in their costs. But 1t was 1ncons1stent w1th the state
: / . .

government s ob3ect1ve of reduclng the absolute dlsperslon in school ’

y

costs, especlally since hlgh spendlng d1str1cts cotild add the most
dollars. The actual increase for 1975-76 was 12. 5 percent reflectlng. -

Oy
H \

. : once aga1n a var1ety of exceptlons which by thls time had been written .

8Cost controls apply to shared costs minus the first $100 of
net operat1ng costs Essentlally, thlo is the- net operatlng cost.
/29 '

. ‘\' - s .-
The- exemptlons included transportatlon costs, ‘expenditures.
needed to utilize new construction and the costs. of 1mplement1ng new

state—mandated spec1al education programs. ~ ‘ .

\) | .’ . .. \ . -I ,N>
FRIC © o Yy
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TABLE 13

|
|
i
i
|
i
I
|
i
|

_.PROFILE OF THE IMPACT OF COST CONTROLS ON NET OPERATING COSTS

. % Increase in Net Operating Costs

. - “ 1973-74 © 1974-75 1975-76
Mean 7.3 14.8 - 12.5
" Median 7.6 14.6 13.0
Standard Deviation . _ o - : 422 o 447 _ .351
Coefficient of Variation ‘ ~ . .579. . .30l .280 _
"75th percentile/25th percentile °° i .1.86 - 1.55 - - 1.36 -
, Minimum . . . o 1606 -1.9 /-4
* . Maximum' 4 . A L 27.9. 34.4 . .33.1
TABLE 14
DISTRIBUTIONAL IMPACT OF COST CONTROLS.ON NET OPERATING COSTS
' - : 1972-73 Quintile :
Quintile Classified by: . Lowest Second Middle Fourth  Highest

) - " (percent increase .in net operating costs)
1. Property Wealth . '

1973-74 | 9.09  6.98 ~ . 5.93 - 8.47 _____5.52

: 1974-75 ' - " 15,22 +14.58 15.17 16.21 12.88
S o 1975-76 - Y 12.08 12.32°  12:46  13.28 12.26
2.  Education Tax Rate, - o R : : '
1973-74 e 7061 7.79 - 6.59  7.38 7.16

1974-75 . . .+ 15.48  15.02  13.74  13.42  16.33

. 1975-76 , 1242 1211 12,93 12.02 - 12.89
3. Median Family Income | S o - .
1973-74 . 8.50 " 6.76 7.65 6.90 6.97

1974-75 : 15.24 13.78 14.01 16.36 15.81

i 1975-76 4 11.65 12.76 12.54 _13;14- 12.15

4. Poverty Status? ’ - R . . '

1973-74 6.52 5.92 8.25 7.82 ~ 8.00

Coe 12.93 14.82 14.49 . 14.81- 16.64
o ' 13.06 11.82 |, 12.17 12.59- 12.82

. aPercent‘i'of'pop.ulat.ion under 17 years of age living in a household
below the federally determined poverty lire.

CERIC T o 19z TS




into law. ‘Nevertheless,. the increase'was significantly lower than

in 1974-75 and in addition the dispersion decreased . somewhat.

How d1d these increases vary across- pupils classified by
property wealth, education tax rate, and family income quintiles7'
Table 14 shows annual percentages.rather'than three—year pefcentage :‘
chanves and does not reveal any_consistent pattern except for the

much more equal percentage 1ncreases among quintiles in 1975 76.

ApparenLly, school districts have been increasing their expenditures

“as much as was- permltted

"Negative AidS'and‘Transition Features

We conclude that cost controls have contained school expendi-

turesiby limiting what school districts can provide and what can be

demanded’of them. At the same tlme, the- necessary exceptions requlredl

”to accommodate local needs and state. imposed programs pushed school

costs beyond the control levels. This means that the percentage in-
crease in costs allowed by the controls considerably understates

actual increases’ in costs.

The Wiscons1n reform attracted considerable attention for

its broad—reaching negative aid features, The Wisconsin Supreme

. Court's subsequent prohibition of these payments generated even more

attention. It also produced concern about the ultimate effects of -
the reform. i
How impor tant would negative_aids have been in altering the -

overall/and distributional effectsualready described? We can answer

this,question by comparing our results in the absence'of negative aids ’7

-

P 199 ‘
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with what would~have’rESulted: {1 if negative aids had remained in.

effect but were implemented accordlng to the negative aids transition
\

“ . provi31ons, and (2) if negatlve aids had gone into immedlate effect
_— in 1973—74 but had not altered any of the relationships observed in _\

1975-76 Kexpenditures, tax rates, etc ) : ' .
\
\ Negative aids, by changing the price of ‘education in very

wealthv‘districts,'would alter“behavior but, because the nature and
magnitude of the responsesware difficult to simulaté, we present a

. first approximation'of the effects., This assumes that spending
behavior would not have changed.

The impact of negatiye aids and the impact of their re;ection

/

by. the court are shown in Table 15. Three situations are por trayed’
| (l) a hypothetical situation in which negative aids would haVP been . in
: ’full operation in l975-76 (no transition provisions would have applieo);

- o (2) the situation that prevailed during 1975 76 when hegative aids were

P

calculated and (3) the "actual financial situation for 1975-76 after

the court' s\ruling when negative aids no longer applied It should be
. '

noted that ﬁhe transition_features_of_the 1973 legislabion did not

require primary negative aid payments until 1976-77. In addition, 70
CNe—

percent of any aid‘:loss by district compared to 1972—73 wag still paid

| -

by the state in 1975-76. This latter form of aid is labeled transition

i

add in -Table 15.

|

The legal ruling (compare.lines la and-1b, 2a and 2b, ete.)
' id not affect average primarv aid.payments'in 1975-76. Without the

/ transition features (line lc) the impact of negative aids would ‘not.

have been large from a stateﬂide perspective, alrhough a few school .

o | . ) . A
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- TABLE 1)

EFFECT OF NEGATIVE AIDS, AND TRANSITION'LEATURES,.1975+76.

 Dollars | Coefficlent 4 of Pupils In
per Pupil  Standard -~ of , - Districts Paying

Mean Median Deviation ' Variation Minimm Maximum Negative Anounts

1, Primary Aid.

o Withmgriesits S 1m0 A L -0 (/AN S
b, With-negative aids-transition delay 50 533 189 " 364 0 1048 0
¢, Withoutnegative alds: current status 520 533 180 . .30 0. 1048 0
2, Secondary Aid ‘. | - Co .
' a. With negative aids -6 0 9 5% <99 W 2.5
b, With negative alds-transition delay -16. 0 97 5.9 S99 23 . 28
c, Without négative ajds: current status 3 0 17 5,41 0 203 0
| 55'3. Trans;;lon Add . | o
-4, With negative aids L - - - - = .- -
b. With negative aids-transition delay 1 0 18 4,90 -8 8- -
¢, Without negative aids: current status 4 0 2 '5.14 0 148 -
s Total Equalization Ml - , - - |
a. With negative alds - B X 309 829 -2589 1048 k2
b With negative aids-transition delay 522 536 © 10 b -999 1048 . g
¢ Without negative aids: current status ' 327 533 183 . .3 0 1048 -
o0 S
o Los ' .
| \ 202



P
),

- . districts would have been significantly affected. Primary aid falls
by $13 per pupil on average and -reflects the overall size or fiséal
impact of negative aid payments. As expected, the dispersion of

state aid would have increased The wealthiest district would have

paid $1906 per pupil to the state treasu Interestingly, only 3.8
E

percent of students belonged to school d1stn1cts that would have been

[ ~

affected by primary negative aid. : .

»
L

T . Positive secondary ‘aid averaged only $3 per pupil im 1975»76
In the absence of the court decision, the negative secondary aid pro-~

vision would have applied to school districts having 27.5 percent of
/

the state's enrollment and would have required the payment of an

~

:average of $l6 per pupil for redistribution/by the state. The $16

/

per pupil statewide fiscal impact is about’the same as the $13 impact

of primary negative aid ($52§—$507) It should be recalled that
/o 2

districts/subject to secondary-negative aids had to have property

P ,valuat}éns exceeding the state average ‘and--had--te* spend in excess.

of the prior year's statewide average expenditure by lO percent "

S
“

Prior to the court’ s.ruling, transition aid of $4 per pupil
.almost.balanced secondary aid, and virtually no pupils would have
Abeen in districts receiving less aid than in 1972-73. While 70 per-
cent of,the state aidnloss according to the formula was still covered
by the state, this transition aid did not amOunt to much——$4 per
pupll statewide. “This is why the trans1tion features do notyseverely
distort our evaluation which uses 1975-76 data.

Total equalization aid (line 4) shows that most districts

which wOuld have paid negative seccndary aids received larger amounts

4
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. \ | : )
oprgsitive primary aid. Although only ﬁLZ_percent of students

attend schools #fhat would h#vé had to make payments to the state,
. e / : :

—_ \\ . / . R

these payments wquld have ranged up to $2600 per pupil.
The disﬁfibutioﬁ/éffects of négative and transition aids are -
, \ "

1

summarized in Table 16 ﬁhich éﬁows how state equalizatioﬁ aid changes'
.ﬁﬁde; the th:ee.situagions just;discusséd{ i.e., when pupils are
claésified by pfope;ﬁ;iweélth, education tax fate, and“incomé quin- .
tiles; The basic }évels‘of equalization aid are shown.uﬁder srimary

\ /

aid. Changeé inxéecondary aid and then in tgansition aid would add

, ‘ .
or subtract'tovtée equalization aid shovmn under primary aid.

Consider‘first the distribution effeelsrby propETfV“weaitﬁ

- quintiles in Table 16. Equalizati;n>aid was unaffected by the court's
&ecision on negative aids becagse the primary negativé aidé progrém
had not yet tgken effect (compare 1inés ]é~and 1b). Even wi;h-im;"

' mediate‘implementatidn of primary négative aids (iine,lc), oniy ﬁhe
top quiqsi}EwEQE}thave been affected,'with its equalizétion aid fef
duced from $317‘to.$260 per pnpil.. Thié reaffirms thé:earlie: con-
clusion thét the impact of_primary,aid_wgulﬁfbewggggigggmgorhigh :

property wealth districts and would affect only a émaii proportion

of students in those districts.

'

Secondary aids which had alréady gone>into éffect increased
equaiization aid on avefage'in.all wealth quintiles-iline 2a) . Had
the courg not reached the décisionuit did, tﬁe highest wealth .quintile

s would have lostfslightly more in secondary aids (-$71) than in primary
aids ($317-$260). Of course, no diff:rence results from the timing of

the impleﬁentation of secondary aids (line 2c).
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TABLE 16 ’ . ' ’

t

DISTRTBUTTONAL EFFECTS QF NEGATIVE AlDS AND TRANSITION, FEATURES, 1975-76 -
| : : .

-

’ ' ) - . 1975=76 Quintile

L - . . ' o Lowest Second Middle Fourth

, " A. Property Wealth o
‘1. Primary Aid . ' ‘ ! : _
a. With "negative aids : 8 715 $ 587 $ 477 $ 494
‘b. With regative aids-transition delay 715 + 587 477 494
c. Without negative aids: ¢urrent status . 715° .587 477 - 494

* 2. Secondary Aid _ - ' : \ :
a. With negative aids . : . 6 -1 -16 -3
b. With negative aids-transition delay _ 6 / -1 . =16 -3
¢. With negative aids: current status ) 3 o . 0

T 3. Transition Aid : .
a. With negative aids . ' .- T - v - ;-
b. With negative aids-transition delay’ : 0 2 20 0
c¢. Without negative aids: current status ‘ 0 0 10 ‘ 0
. : . . /
T o B. School Tax Rate :
1. Primary Aid _ . :
) a. With negative aids ” $ 408 $ 556 . $ 498 ' $ 587
b.” With negative aids-transition delay 4352 556 - 510 587
c. Without negative aids: current status 452 556 510 - 587
I2. Secondary Aid E )
© a. With negatjive aids . ‘ -30 0 =34 -3
b. With negatfive aids-transition delay - =30 0 -34 -3
c. With negative aids: current status _ 1 3 3 3
3. Transition Aid ' ' ‘
* a. With negative-aids . ' ’ - - L - -
b. With negative aids~transition delay 33 5 23 3
¢. Without negative. aids: current status - 11 1 0 0
. C. Family Income
1. Primary Aid ' , , T
a. With negative aids : $ 581 $ 539 *$ 525 $.50
b. With negative aids-transition delay 605 541 _ 525 518
c. Without negative aids: current status _ 605 541 525 ¥18
2. Secondary Aid . ' ' ST ' A
a. With negative aids ) . =9 2 -0 -12
b. With negative aids-transition delay =9, 2 -0 -12
¢. Without negative alids: current status ‘ 4 5 0 - 1
3. Transition Aid , _ ‘
a. With negative aids ) : - ' - - -
b. With negative aids-transition delay 14 9 0 16
¢. Without negative aids: current status 4 1 0 5
o ) : 193
f),’,.,.
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Transition aids are relatively mimor but if negative aids
had not beenlruled unconstitutional, the middle and highest quintiles

would have gained considerably;din,order to help them adjust to changes

~a

3

in primary and secondary aids.
| The effects by education tax rate quintiles can be read in
the same way from the-middle panel'of'Table 16. However,.the effects
1are.more diffusedjbecause of  the less than perfect association between

' property wealth and education tax rates. For example; immediate im-

-

-\-plementation of negative aids.(compare line: lc and lb) would have

v

rreduced aid the most for pupils in the lowest tax rate quintile, with
4

much smaller effects on the.middle and highest quintiles, and no
effect on the.cecond and fourth quintiles. Negative secondarv ailds
were substantially affected by the court decision for the lowest
middle, and highest quintiles (lines-2a and 2b) Once again, the

presence of some high property wealth districts within these quintiles

.

produces the observed effects. Finally, the_court degcision caused -

,transition\aid to drop relative to what it would have been for all _

-

_quintiles,fgﬁncé.the_purpose of transition;aideas to offset the
full effect;of negative secondary"aids; |
The~effects by family income quintiles vield the saﬁe miked
_pattern, again because each income quintile contains a range of
property wealth values. Primary negative aid would have produced
the greatest'absolute reductions in equalization aid for the lowest
and highest income quintiles, followed by the next quintiles. . There

would have been no change whatsoever for the middle quintile. The

story‘is somewhat different for secondary aids..‘The court decision

r . //

/
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was most important to the highest income dnintile; relieving it of
the need to make large seéondary aid‘payments to the‘state..-The ‘
lonest and fourth quintiles also gained but not as much. ~The effect
of transition aid by income quintile varied, being highest for the

1

top income quintile. In the absence of the court decision, these -

transition aids would have offset the effect of negatiye primary

and ‘secondary aids. ' S

c

~ From this'we conclude that the court decision had a major
impact. It caused an rmmediate reduction in negative secondary aid
payments in high wealth districts, where tax rates range widely over
the spectrum of tax rates and where incomes tend to be among the
highest,or the lowest observed. More important, perhaps, is the-:
;obvious fact that negative primary aids were directed at an excep-
.tionally small proportion of the state's school districts Negative
secondary aids would have had as large an effect as negative‘primary
aids but they would not have been concentrated on high property

’ 4 ’ . r

wealth. districts . ' _ s

:The 13 MinimumlEducational Standards

The importance of the 13 mininum educational standards to the
passage_of the 1973 reform is unknown. The standards do, however,
help assure some measure of educational-quality—-at least inrterms
of the availability of various kinds of instructional.services. In
this section we want to‘determine.whether or not the quality_of
curriculnm and facilities in districts is related'to school finance

[

2 -
-variables and changes in‘them over the 1972-73 to 1975-76 period.

'
”

t
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.The data used for this exploration come from a sample of 110
2
school districts enrolling about a‘xhird of the state's students.

-
-

This sample represents the school districts actually audited by the

Department o Public Instruction in 1976—77. For the.remaining school
districts andgfor other years, the only data available are based on
‘self-reported information. Most. of the>DPI sample, stratified by

school SIze,~is random. * Since about 20 percent of"the districts were

e
&,

intentionally audited, the applicability of the following results-to

_the entire population should be treated cautiously.. Ancther Laveat

t

is that many of the standards contain several subcomponents. -Lf.one,‘
subcomponent'is not complied with, the whole standard is considered

in noncompliance. If each component were considered a separate

L

standard,.the.results obtained might differ from thoseuwe present here.

Moreover, the meaning of compliance is difficult to assess because of

: A ‘ . _ . .
the vagueness of some of the standards. For.example, there was fre-

&uent disagreement between the district and DPIvreviewers as to whether
compliance existed.

-
’

The first line of Table 17"shows the distribntion of students

in the sample by the number of standards their school districts had

met. Milwaukee had met seven standards, explaining the large number

of students in that column. "Only 8,000‘stndents~—less than 3 percent--
were in districts complying with all 13 standards. - Less than 50 per-
cent of the students were in districts complying with even nine- of

the 13 standards! . s .

-

Generally,‘net operating'costs;‘and_their percentage increases

whether before or after the reform, appear to be unrelated to the
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THBLE 17

SCHOOL FINANCE VARIAB%ES AND THE ATTAINMENT OF THE 13 MINIMUM EDUCATIONAL STANDARDS

?Wm&&mwMﬂmmmMWMMmmmwf‘

S 3 9 10 il 8
or less ' o
- Number. of pupils, 1975-76" 20,623 120,296 BOL 93 I 16309 26,08 8,09
. Camlative percent of pupils 1000 9.2 555 . 40 A5 188 405 17
Net Operating Cost . ﬁ, R . o o
197273 S ERN T T R /" S % I I L Y 17
- 1975-76 | s 105 ugs -1 6 19 1% ny
N Property‘Vélue . R S o
197-13 CONMS T W0 A% 6% 3 T 35,0 3,
1975-76 OB e S8 8900 SLSe . SSASL 5L 54,360

N S S | ‘ - " :

X Educational Tax (nills) R - C : SN
198 18450 2036 1957 71966 19910 184102 0 W48
197576 | 3450 1898 92 1340 M8 1607 - 1418 115 -

Total StatéAid : | o ., | 5 -
I/ SK Wwooow oo o

1975-16 03 6% e 8 577 548 605 533
Minimum Standérds Net ', ? . | o
Self Evaluation e ~ R L
bl CILE 1080 1076 1u 1073 LT 136 1L
197677 CLLE 1O L8 1209 11 1268 108 10.%6
<f. «1. ;:10
A .



attainment of the standards. Property values also bear little_or_nO'

-

relationship to the numbet of s'tandards met. Neither;do levels and - -

k]

. changes in the school tax rates. However, it appears that in

o

1975 76 d1stricts meeting fewer standards got slightly above average -

- . 1
state a1d'_ E. _ ' ' ; .- _ |

-y -

'Perhaﬁs'the most interesting entry is the‘comparison between

.'the standards c0mp11ed with according to the self evaluation and

- 5t

according to the DPI audit. We would expect districts that actuallygs

met fewer standards to evaluate themselves more favorably_thanlthe

~

audit, with less overstatement“by_districts”actualIy meeting more

- standards. This is the ‘case but more surprising is the fact that
. \. . N +
: o . ) . . .
, - low compliance districts rated themselves as high as high compliance

districts in both 1973-74 and 1976f77. . The results.for 1973-74 are,

not too unexpected since the administrative rules were still being"
¢ o Ny o M , .
" worked out."By 1976-77 the administrative rules _were not only- es-

3
V.

-tablished but every d1str1ct knew it had a 25 percent chance of being

- .

audited Still this made little difference in the-accuracy of- self -

evaluation.

3 i

x

X. SUMMARY AND CONCLUSIONS -

Summarz ) . . ' ‘ i . ) f

’ - -

" Our study of the effects of the 1973 school finance reform

and related legislation reveals that the goals of the reform were
/ = . .
,more ambitious than the mechanismscreatedto assure ‘their attainment

The Wisconsin legislation sought to institute property tax relief,
: .0 . . . - i .
narrow disparities in educational expenditures, enhance the quality

of " the schools, and yet not weaken local control_over schools: The

.6

f \).( _ : g Lo - o
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‘the tax rate in any consistent fashion.

.~

principal mechanisma'chosenptolattain these not necessarily compatible’

objectives involved“raising the guaranteed tax base while:requiring

‘the few districts having tax bases larger than-the guarantee to

pay "negative aids" to the state. Local districts}could still choose

- their tax rate. However, expenditure increases for all districts were

.constrained by "cost controls." - !

It is-certainly true that -the reform did afford substantial

w2

K

percent of total costs. The School tax rate fell by well over 5 mills.

The'dispersion in per"pupil school'expenditures.widened absolutely but

.remalned unchanged relatively—-that 1s, expend1tures grew propor— B

tionately among distrlcts but the dollar gap w1dened THus, the goal

-

_of narrowing dlsparitles in spending was not achleved

When\the distribution effects are analyzed in detail there is

- . . :
little. clear evidence that the . low ‘wealth, low income, h1gh tax. burden

dlstrlcts benef1ted from the reform to a greater extent than did other

districts. To begin w1th, the prereform school finance situation_in

Wisconsin was not as bad as California was portrayed in the Serrano

'decision or as the plalntiffs argued in the Rodriguez case. Net

0perat1ng costs in the:lowest property wealth quintilewereonly $13O
lower than in the highest quintile. The high wealth quintile had a
mean school tax rate only 1 mill lower than the poorest wealth quin—
tile. Furthermore, our findings showed that “the h1gh tax dlstricts
generally spend more, not less. And while high income districts did-

~

Spendvmore,'income‘could not be associated with property wealthjor

204 L4 R s

" tax relief by 1ncrea51ng the state’ share of funding from 30 to 40 ‘. )?/"
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b L : . - _
The distributional changes”brought about by the reform seem

Ito have*affected only a few dlstricts. The highest wealth, lowest
tax, and highest income quintiles did receive smaller state. a1d in-
creases.. However, the other four quintiles in each of these cate-
gories benefited about equally, and expendlture changes could not be
predlctably related to any . of the varlables we studled Only in the
.school tax rate. relationship could we defin1tely say’ that ‘the school
tax reductions increased consistently as wealth decllned
The effects we turned up- regard1ng part1cular features of

the reform prov1ded some surprises. Cost controls appear fb have not

A

only constrained increases in expenditures but also operated to ensure‘~

uniform’ cost 1ncreases, thereby preventing low cost school districts

’

~ from narrow1ng the differences in expenditures. The impact of nega—

‘tive aids, which were subsequently nullified by Court action, would -
: . _

not have sign1ficantly affected the vast majority of school d1str1cts,

-

and their impact would have been minimal in red1rect1ng state a1d to’

more ”deserving areas. The 1mposition of the 13 minimum standards

2

could not have had much effect because the standards are yet to be

_enforced; this suggests that the weaker standards under .the old law
may also have .been ineffective. Furthermore, none of the school
finance variables including expenditures could be effectively related

-

to actual compliance with thehstandards.
1n sunmary,'the claims made for the l973 school finance reform

are'not'supported by any eVidence"that the desired effects of the

reform have- resulted——at least not in the three year period covered

'-by our study. .The only tangible outcome was-general property tax

relief.
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- Conclusions

- %

Not having found the effects we:eXpecced;awhat concludiﬁg

observations can we offer?
lr

There may have been too much concern with equa11z1ng ex-

o e e e S e @ - o —— e+

pendltures rather than with enhanclng the effectiveness .of ‘the

¢ -

resources allocated‘to the schools. Equal expenditures are seen as a

*

step toward-greater equality, on-the unstated assumptioh that equal

expenditcres are more likely tp produce equal results. But whether

this-assumptionfhas validity is not clear. " Despite the weaknesses of

our study of the 13 minimum educational standaras, two conclusions

\ -

emerge. _Compliance~cdu1d~notmbefsuccessfully”relatedﬁto ekpenditures,

.
. : . {

or any other  variables. And the self evaluatlon of school dlstricts

could not predlct the compllance actually found by the state agency s

T

audit. Admittedly, the 13 standards relate to educational "access"

rather than student performance, but our findings illustrate the weak

link between equalizing expenditures and'equalizing some measure of

hhat schcols do.

By having concentrated so much attention on equalizing ex—

" penditures, less attention has been given to narrowing the differences

g

in student.performance and accomplishment. On the other hand, the

objective of equalizing expenditures, even with all the shortcomings

.

just noted, seems'to"have not been pursued seriously. Cost controls,

while not entlrely to blame, have played an important part in pre--—

ventlng low spendlng d1str1cts from catching up."

We ;ecognlze the

~

stratagem of cost controls but believe that at the very least an

~annual dollar limit, 'such as $100, is preferable to the percentage



limitation. Better yet, low spending districts would have a much

N

higher cost limitation than high spending districts. In addition, an
incentive to increase expenditures in low spending districts (e.g.,

those. with net operating-costs_lO percent below the prior yearis

state average) could be built into the formula:in much the same way
as secondary aids help comstrain high cost districts.
Much of the.effort on scheol finance: reform appears tojhave

. , . , L
involved an effort at "fine tuning” the mechanisms for allocating

state'aid. Whether such fine tuning can work is‘not clear; 'In fact

\

we found the prereform school finance siLuation to be considerably

L\ -

better than we might have expected it to be.‘ Despite the complex of
precisely written legislation based on indexes, percentages, ‘averages,
:etc., the prereform.relationships have hardly changed. As a conse—
quence, we think that' more attention should be paid to continuous-
monitoring of the actual effects of legislation, recording the re-

sponses of school districts, and relating state initiatlves in

.,

school finance to standards of access and performance.

Whatever our conclusion, the nature uf the political process

makes it unlikely that the subject of reform will come up again for
"~ a few years. The break gives everyone an 0pportunity to deliberate
carefully on the directions that future reform proposals, if theré

are to be any, should take. We hope that ‘the results of this

-

evaluation will contribute to those deliberations.

L



_Definitioné ‘Sources _
J
Enrollment -~—71972, 1975 Pupils’ Planning for'ﬁetter
oo - : ' _ Education in Wiscon-
Property wealth 1972, 1975 Equalized valuation sin, 1972-73 (and #.
. ’ *per pupil ) subsequent years), -
: : . ' ] Wisconsin Department
Net operating cost 1972, 1975 Dollars. per. pupil of Publip Instruction
Education Tax Rate ° ‘,1972, 1975 Mills (tax rate for :
: ' current operations only)-
Percent high school 1972, 197g' H.S. enrollment/total
students : enrollment "
~ ‘Nonshared costs 1972 . :.-(Total tax rate—current
: ' . operations tax®rate) X. ,
_ (per pupil property .
valuation)
Pupil density . 1975 Enrollment/quare miles
Lo in school district v
Percent increase in 1972-73 (Net Operating coste,'current
net operating costs '1973-74 - year) - (Net operating costs,
- 1974-75 prior year) / net operating
costs, prior year ., -
Categorical Aid © 1972, 1975 Total state aid--flat and Distribution of State
: ' o equalization aid .- Aid Dollars, 1972-73
: . - _ : _ ‘ B (and subsequent years).
Equalization aid 1972 Flat and equalization " Wisconsin Dept. of"
: o ‘ aid - flat aid - Public Instruction
. Transportation-aid 1972, 1975 T
Aid for handicapped . 1972, 1975 -
children : .
(".1 ) \
O 1
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APPENDIX--5ection VI

SOURCES AND DEFINITIONS OF DATA R

Variables

Year




Variables Year Definitions Sources
: Federayﬁgid 1972 Total state and federal - Federal Aids Paid to
. . . aid - total state aid School Districts,
. ' 1972-73 (computer
Federal aid 1975 listing by county on
‘ file at DPI). Federal
Title I aid 11972, 1975 ’ Aids Paid to Schnol
: . : ' LR Districts, 1975-76
.(mimeo), Department of
Public Instruction
Nonshared costs 1975 Reprint of Alternative
- ' .. ‘ < -Computations of State
Nonoperating' costs 1975 ‘Nonshared costs + $100 Aid in 1975-76 Using
o ‘ ' ‘ C Income as a Measure of
" Secondary costs 1975 School District Wealth,
. : . Sept. 22, 1976, Wis-~
Transition aid 1975 consin Legislative .
. ' Council Staff Memo-
Primary Aid 1975 randum, 76-27
. Equalization aid 1975 Primary + secondary +
' # . " transition aids P -
" *School district 1969 1870 Census (translated
population from census units in
' s : o _ the first count tabu-
School age population 1969 Population between the * lations into sciiool
. - ' ages of 5 and 17 . - ° district-terms by the
B - ) ‘ §&. . Bureau of the Census
‘Median family income 1969 . 2 and the National Center
: . oo ¢ for Educational Statis- -
Poverty status . 1969 Percentage of school age tics). Loaned by the
' population living in Research and Develop-
- families below the ment Center for Cogni-
‘federally defined ‘tive Learning, Univ.
- | poverty level of Wisconsin
Educational attainment s, Average number of years of

1969
: school completed by school
district residents: . . -
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Transportation aid
Special Utility

Per Capita aid -
Miscellaneous aid -

/
//
/ '
" Variables Year//’ Definitions Sources
Employers contrlbutlon to: . Gomputer tabulation,
1975; tabulation by
T
eacher reﬁlremegt 1972 1975 hand, 1977: Department
Social Security 1972, 1975 ‘ . ¢ ©of Public Instruction
Percent of students 1972, 1975 Computer tabulatibna.
in private schools ' Department of Public
s } Instruction
Compliance with minimum Miﬁeographed'material'
standards: _ provided by .Department
Self-evdluation 1 to 13 dependlng on the of Public Instructlon.
: - " number_of, standards =~ =~
DPI Audit 82 complied with
Total local revenue 1972, 1975 LoZal property ‘tax levies Taxes Aids and Shared ™ -
- . ' net of general property Taxes in Wisconsin
. \ _ tax relief Municipalities, 1972 °
. . ' 1 . Wisconsin Department
Total local tax rate 1972, 1975 Local property tax levies of Revenue, 1974,
' net of general and. Bureau of Local Fiscal
N personal property tax Information and
relief / (population X  Analysis
equalized property value
per capita)
Noneducation: A déta'tape éontaining
Equalization aid .. 1972, 1975 Percentage of levies and information sTmilar Lo
eneral property tax the 13975 version of
'ielief this document was. used
i S _ to- get the 1975 data
_ Categorical ‘aid 1972, 1975 "Natural resource aid . '

Personal property tax rellef

Payments to countles

&O
| o
Co

210



Variables ., Year - Definitions Sources !

Flat aid o 1972 .. $88 per H.S. pupil ' Calculations by the
T S $70 per elementary pupil authors
~vSeconda:j aid (after 1975 Set all negative amounts_' ‘
the court decision) , of aid to zero
TEdhsition aid (after 1975 Subtract all negative
the court decision) ' " secondary aid; cannot be - ' .
' : negative
| - - -
/',‘ - -~
/
/
] A
| ’ . gl':() —T T )
] o .

t : _ .
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