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FINANCING PUBLIC ELEMENTARY AND SECONDARY SCHOOLS .

Preface

In the preﬁaration of this report we have relied
on a number of sources for statistical and analytical
material, and we would like to thank the authors and

compilers of these sources for their wvaluable aid.

We would like to thank in particular the Belknap
Press of the Harvard Universitf Press, the MIT Press,
the National Education Association, the New York
State Commission on the Quélity, Cost and Financing
of Elementary and Secondary Education, and the Praeger
Publishers for their kind permission granted us to

reproduce copyrighted materials in the text of this

report,
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INTRODUCTION

Although education is generally cansidered to be a responsibility
of the States and although State constitutions typically specify that
the State provide an_adequate system of public education for the |
children of the State, the task of financing systems of public educa—g
tion has traditionally been delegated to local school distriets in
all States except Hawaii, whose State-operated school system dérives
from a tradition of territory-wide and territorially-financed public
education in the pre-state period. Over the last sixty years the
various States have taken an increased interest in public education,
evidenced in State regulations covering the activities of the local
school boards and a steadily increasing State share in the_proﬁision
of funds to operate the schools. Nonetheless, local school districts
still provide over half of the monies spent by the public schools.
They rely almost exclusively on the local property tax to raise their

share of the costs.

This system of financing the public schools of the country has
come under increasing pressure in the last decade and has now reached

a period of ecrisis. The costs of providing educational services have
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risen nearly 170 percent since 1961-62. While this is a large iﬁcreaSe,'
it is approximately equal to the.overall increase in State and local
government expenditures over the same period. In fact, State and
local expenditures on public education have increased less rapidly
since 1963 than some other categories. Nonetheless, the tax sources
available to loﬁal school boards have been strained almost to the
limit in the attempt to meet the rapidly rising costs. The rate of
rejection of school budgets and school bond issues, in wealthy dis-
tricts as well as poor districts, reflects in part the growing frus-
tration of voters with the constantly rising tax levies needed to
suppdrt public education from a tax base which is not growing fast
encugh., At the same time, despite high tax rates, educafors in many
districts and especially in the nation's largest city school districts
feel unable to maintain the quality of their educational services with
available resources, and are being forced to hold the line on cost
increases at the expense of educational programs which thej consider

vital.

The Supreme Court of California added a new dimension to the prob-

lems of school financing with its decision in the case of Serrano v,
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Priest, delivered on August 30, 1971. By a vote of six to one, the
Court held that the system of educational finance in force in Califor-
nia, which relies heavily on local property taxes,'could.violate the
equal protection clause of the 14th Amendment if demonstrated to make
the quality of education available to a child a function of the wealth -
of his parents and their neighbors. This decision, alregdy followed
by similar rulings‘in Miﬁnesota, Texas,‘and New Jersey, has brought
the issue of school finance'intﬁ nafionél pefspective and caused concérn

in the executive and legislative bodies of the States as well as the

federal government,

The controversy sparked'by the_Serrang decision in California
brings to the forefront of national concern a number of related issues
which have ;roubied educators and concerned citizens for many years.
Education ié widely viewed aé the birthright of every American, as a
critical element in the creation of the informed and concerned public.
vital to a democracy,.and as the guarantee of the American ideal of
equa1'0pportunity éhd social mobility., It ﬁas always received substan-

tial support from all segﬁents of American society. Some, however,

-1
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have questioned whether the éysﬁem has come near to fﬁlfilling the
extensive goals assigned to it, and whethér, givgn its current_fi—:
nancial underpinnings, it ever can, John E. Coons, William H. qlune
III, and Stephen D. Sugarman, in thg preface to their book, Priv;té‘

Wealth and Public Education, state:L/

The primary dependence of public education upon
the real property tax and the localization of that
tax's administration and expenditure have com-
bined to make the public schools into an
educator for the educated rich and a keeper
for the uneducated poor. There exists no more
powerful force for rigidity of social class
and the frustration of natural potential than
the modern public school system with its sys- .
tematic discrimination against poor districts.

Even granting the responsibility of the school system to assure
"equal educational opportunity", observers have trouble agreeing on
what that "equality" involves. All children are not alike, and the
investment of "equal” effort in the education of each, whether that
effort is measured in terms of equal dollars, or equal programs, or
some other standard, may not assure that all will learn equally
effectively and become equally skilled. At opposite ends of the

spectrum, one can choose to define equal opportunity as the provi-

sion of substantially equal resources to all children, resulting

1/ Coons, John E., William H. Clune III, and Stephen Sugarman. Private
wealth and public education. Cambridge, Mass., 1970: p. xix.




. _ almost surely in different levels of achievement, or the application
of different amounts of resources to different children in order to

assure equality in the level of achievement of all children by the

S A i 0 2 e

time they graduéte from the public schools. Application of any

; - standard other than strict equality of dollars or services provided
to each student necessitates the solving of another difficult educa-
tional problem: the definition and measurement of educational need
and of the methods which can be successfully used to overcome
educational deficiencies. The recognition of différing educational
need means establishing some formula to account for the differential
costs assoclated with different pupils. Much of the work of the
National Educatienal Finance Project, which opératéd under a federal

2/

grant authorized in 1967, under the direction of Roe L. Johus,=

was devoted to the development of a system of weights which would

}ﬂ reflect the varying costs associated with students at different ages

(preschool, elementary. level, secondary level, junior college level)

and with special categories of students (handicapped, exceptional, ete,).

2/ National Educational Finanee- Project. Volume{l:-Diménsioné‘of
educational need. Gainesville, Florida, 1969: Foreword.
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Lastly, efforts to rationalize the financial structure of the
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E educational system cannot be divorced from efforts to improve other

aspects of the system's substructure. The last decade has witnessed

much work on the problem of eliminating the effects of racial dis-
crimination in the school‘system. Recently lérge school districts
such as that of New York City have begun to seek solutions to fhe
problem of huge bureaucracies which come between the people and their
E : schools and frustrate local efforts to influence and improve the func~
tioning of the schools. All these elementé'affectlthe-quality -~ and
equality -- of the schools available to the nation's chilﬁren. Equal-
; ity of financial resources may not guarantee equality of “educational ~

E opportunity" -- but it probably is a prerequisite.

This paper attempts to analyze the financial problems faciag the
public schools and the various solutions which have been proposed. Two
areas which may in'sdme way bear on the problems of school finance have
been excluded: proposals for a vouchef system of providing public

éducation, and the possible interrelationships of public school financing

and private and parochial schools.

RS L WAL
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CURRENT STATUS OF SCHOOL .FINANCE

1. Costs of elementary and secondary education

According to estimates prepared by the Research Divisiéh of the National
Education Association, the local public elementary énd secondary schools of
the nation will spend a total of $39,589,764,000 for current o#erating expenses
in the school year 1971-72 and an additional $7;2;4,618,000 will be‘spent'oh'
capital outlays, interest on debt, and the éperétion of programs other thaﬁ
basic elementary and secondary education. The exﬁenditure for current
expenses represents é rise of 7.4% over the previous year and 168.8% over
the school year 1961~62. The NEA estimates that over the last ten years Ehe
expenditure for public schools has increased at an average rate of 10.5%;1/

The following statistics prepared by the NEA from figures supplied by their

own research division and by the United States Oifice of Edugation show

the pattérn of sharply increasing schdol'expenditures over the last decade:

37/

&/

National Education Association. Estimates of school statistics, 1971-72.
Washington, 1971: pp. 19-22,

Ibid, p. 20,
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Current Expenditures for Public Elementary and Secondary Education

P S e

i Amount Percent increase
: School year (in thousands) Over 1961-62 Over previous year
: 198 1~62+ et ennnerannns $14,729,270 ‘o .
1 1962-63 soviiensnnnnnn 15,606,328 6.0 6.0
g 1963-64 vuviiiriannann 17,218,446 16.9 10.3
,é 1964-65 cvivnnnennnnnn 18,548,925 25.9 7.7
g 1965-66 cvvviennesinas 21,053,280 ‘ 42.9 13.5
: 196667 ..ivviaininns, 22,854,760 = . - .55.2 8.6
1967-68 ...ivinanaiinn 26,877,162 S B2.5 17.6
1968-69 vuuvieennannsn 29,043,410 97.2 8.1
1969=70 tivviivncnnnnn 32,683,265 ‘ 121.9 12.5
1970-71 tiveennvennnnn 36,852,065 150.2 12.8
1971-72 .iiuiun teennn 39,589,764 168.8 7.4
+Includes expenditures for community colleges, adult education, and ‘

summer school programs in California.

. Part of the increase in school expenditures can Be attributed to a rise
in school attendance from 34,682,000 in average daily attendance in 1961-62
to 42,626,558‘in ADA 1in 1971-72, an increase of 22.9% over the ten years.é/
Much of the increase, however, can be traced to a 121.7% increase in the ten
year period in the expense of educating an individual stﬁdent This rise in
per pupil costs is reflected in the figures for current expenditure per

‘6/

pupil in average daily attendance:

Ibid, p. 10,

"~ Ibid, p. 20,
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Annual Expenditure per pupil in average daily attendance

Percent increase

School year . Amount . Over 1961~62 Over previous year’
1981-62 vivnniiinnrnsanrsnn $419 . ees
1962-63 tivievrrnreniannns 433 3.3 3.3
1963-64 civriiiiiiinnaanns 460 9.8 6.2
1964465 ciieivienarnannaas 484 15.5 5.2,
1965-66 v.uvuncananaarse . . 537 28.2 11.0
196667 viviriesnnasnna e - 573 36.8 6.7
1967-68 .oviiennanns traene 658 57.0 14.8
1968-69 t.iiiviiirannannen 702 67.5 6.7
1969-70 ......, Chrseaens 773 84,5 10.1
1970-71 siviviiivinnnnannas . 868 107.2 12.3
197172 tiiiiennianssanans 929 121.7 7.0

The cost of providing elementary and secondary education in the public

schools has risen faster in the last decade than the Gross National Product,

as' a result of which the proportion of the nation's wealth devoted to education

has also risen. The rates of growth of educational expenditures and the GNP

7
are summarized in the following table:*J

Economic Report of the President. Washingtbn,‘1972: p. 195.

National Education Assoclation.  Op. cit.: p. 20,




s, bl g S A kit

S PR

Lo e e

o T

e

ST

R o e

L,

PR et Oty

CkS~4

Rate of growth of educational expenditures, GNP, 1961-71

Educational Expenditures : GNP
School Year Percent increase Calendar Year Percent Increase
over previous | over previous
year vear

1961-62 - 1961 -
1962-63 6.0 1962 1.7
‘1963-64 10.3 1963 5.4
1364-65 7.7 1964 7.1
1965-66 13.5 1965 8.3"
1966-67 8.6 1966 9.5
1967-68 17.6 1967 5.9
1968-69 8.1 1968 8.9
1969-70 12.5 1969 7.5
1970-71 12.8 1970 4.8
1971-72 7.4 1971 7.5

Over the ten-year period educational expenses rose an average of 10.3 percent

per year while the GNP averaged a rise of 7.3 percent per year.

2. Distribution of school costs by level of government

The burden of providing the reveanue to pay for the public schools has
traditionally been split by the local school boards, the States, and the

federal government. On a nationwide basis, the local boards provided
8/ -
52,8% of all school revenues -in 1970-71 and aré expected to provide 52.0%

8/
The term "school revenues' is used throughout to refer to ''revenue receipts
~of local school boards."
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in 1971-72, according to NEA estimates. The State governments'paid 40.0%

in 1970-71 and 40.%% in 1§71-72, while the federal government suppiied 7.2%

and 7.1%, respectively.gl The local and_stéte ghares have remained fairly
constant over the last decade, with the iocal share declining gradually from
56,9% in 1961-62 and the State share.riéing gradually from 38.7Z. The

federal share of school revenue has never exceeded 9% but has shown gignificant
variations in the last decade due to a major increase in the scope of federal
support.of public education. The federal share increased from 3.8% in 1964-65
to 7.9% in the follqwing year; the passage of the Elementary and Secondary
Education Act was largely responsible for .this change. Estimates prepared by

| 10/
the NEA are shown in the following table:

o)
" National Education Association. Op, cit.: p. 18.

National Education Association. Estimates of School Statistics, 1962-63
through 1971-72. Washington, 1962 through 1971.




School Year

1961-62
1962-63
1963-64
1964-65
1965-66
1666-67
1967-68
1968~69
1969-70
1870-71
1971-72

- Sources of School Revenues

CRS~6

(in thousands)
Federal Sources

State Sources

Local & Other Sources-

Amount Percent Amount Percent Amount Percent
639,616 3.7 6,797,469 39.2 9,891,516 57.1
681,964 3.6 7,379,522 .39.3 10,707,902 57.1
756,083 3.7 8,059,438 40.0 11,335,445 56.3
834,202 3.8 8,722,937  .39.7 12,405,123  -56.5
1,914,759 7.7 9,734,866 39.2 13,170,207  53.1°
2,162,892 7.9 10,661,582 39,1 14,431,569 53.0
2,472,464 8.0 12,231,954 39.3 16,387,982  52.7
2,570,704 7.4 13,866,782 39.9 18,318,520 52.7
2,767,045 7.2 15,627,751 40.9 19,797,215 51.8
3,128,831 7.2 17,371,452 40.0 22,938,156 52.8
3,305,707 7.1 19,062,836 40.9 26,276,080  52.0

According to figures presented by Roe Johns in volume 4 of the National

Educational Finance Project (NEFP), the treands visible in the last decade reflect

trends operative over a period of at least forty years.

During this period

the share of local agencies fell from 82.7% of all school revenues in the

year 1929-30 to 57.3% twenty years later, in 1949-50, and then decreased more

gradually over the next twenty years to 51.8% in 1969-70.

Over the same period

the state share in achool revenues rose from 17% in 1929-30 to 39.8% in

1949-50, after which it remained virtually constant.

contributed only 0.3% of school revenues in 1929~30.

The federal government

Its. share has gradually

increased in subsequent years, but the pattern has been less regular because

- of a tendency for its share to jump in years following enactment of major

new school aid programs such as the impact aid programs expanded 1n 1950, the

National Defense Education Act of 1958, and the Elementary and Secondary

Education Act of 1965,
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Johns provides the following table showing these long-term trends:

Trends in Sources of School Revenue Receipts
by Level of Government
(By millions of Current Dollars)

Federal State Local Total

Per- Per=- Per~ . Per-
Year Amount Cent Amount Cent Amount Cent Amount Cent
1929-30 7 0.3 354 17.0 1,728 82.7 2,089 100.0
1939-40 40 1.8 685 30.3 1,536 67.9 2,261 100.0
1949-50 . 156 2.9 2,166 39.8 . 3,155 57.3 5,437 100.0 -
1959-60 649 4.4 5,766 39.1 8,332 56.5" 14,747 100.0
1969-70 % 2,545 6.6 15,645 40.7 20,286 52.7 38,476 100.0

Source of Data: U.S. Office of Education except for the year 1969-70 which
was estimated by the National Education Association.

While it is clear that on a national basis taxes levied at the loecal
level continue to provide more than half the total revenue receipts available
to the local districts from all soﬁrces, the paﬁtern of distribution of
school revenues among local}_State, and federal govermments varles substan-
tially from State to State. At oﬁe extreme, the Stéte of Hawaii maintains a
single school district covering the entire Btate and supports the non-federal
share of school expenditurES_almost.exclusively from State revenue sources.

Several other States, notably Delaware and North Carolina, and, in general,

the Southern Stateé, fund'relafivély high proportions of their non-federal.

school expenses from State souxces.  In 1970-71 Delaware provided 70.8% of

all school revenue receipts from State'sources; and North Carolina 66.2%.

117

. National Educational Finance Project. Volume 4: Status and impact of
educational finance programs. Gainesville, Florida, 1971: p. 20.

* These figures do not correspond exactly to the figures published by
the Hational Education Associations

T
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At the other extreme, New Hampshire provided 9.9% of school revenues from
State sources in 1970-71, leaving 85.3% to be collected by local govern-

ments. The distribution of revenue receipts by sources and by State can

be seen in the following tables published by the KEA in its Estimates of
| 12/ |
School Statistics, 1971-72:

S b Ak o e bt B YRR e T e e i e, A e oa o 1ot i s e e
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o

12/ o ‘
3 " National Education Association. 0p. cit., 1971-72. ‘Pp. 34-35.
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I ~, i TAALE 9.-=-ESTIMATED REVENUL AND NONREVENUE RECEIPTS, 1970-71 (REVISEN? ; %
: i TS B R 1IN _THOUSANDS) PERCENT OF REVENUE MUNREVENUE TOTAL RE~
3 FEDERAL STATE LOCAL TOTAL __RECFIPYS BY SOURCE = RECEIPTS CEIPTS (COLS.
ke REGION AND STATE ] AND FEDERAL STATE LOCAL (IN THUU= 3 AND 91 {IN
z = OTHER AND SANDS) THOUSANDS )
3 OTHER
N
.
: 1 : 2 3 4 s 6 7 ] 9 10
E Eeoe Sisud
3 50 STATES AND D.C. 33,128,831 B1T7¢371,45%2 822,934,156 843,438,439 Te2 . 40,0 . S2.R B49305,410 847,743,847
4 NEW ENGLAND ceveses " 127.1R0 675,043 1+8R0,057 2,682,280 4.7  25.2 10.1 161,859 24064,139
) CONNECTICUT wenss 20,3064 202,450 646,094 . 869,108 2.3 23.3  74.3 2:5%83 8714891
" PAINE sesencessns 15200 61,000 115,000 191,200 1«9 319 8041 20,000 2114200
o CHASSACHUSETTS .ue 65,000 300,000 835,000 1+200,000 S.b 25.0  69.h 100,000 1,300,000
B NEW HAMPSHIRE wse 64265 12+801 1104819 129,885 4.8 9.9 85.3 11,948 141,833
ﬁ RHUUE 1SLAND eese 12,299 584612 99,401 170,312 T T 58.4 17,37% 187,827
: VERMONT ceeccnsss 8,052 39,9R0 73,743 121,775 6.6 32.4 60.4 9:953 131,724
? RICEASTcocncsssnces 53%,191 4,401,704 54637,59% 10,574,490 5.1 4l.6  53.% 867,821 Lieda2,311
i DELAWARE sasvsnse 11,120 109,486 34,016 154,622 1.2 70.0 22.0 39,801 1944423
o RARYLAND 55811 3364718 566,084 960,613 5.8 353 58.9 133,320 . 1,093,93)
i NEW JEMSEY A5,000 462,000 14220,000 1+767,000 4.8 261  69.0 140,000 1,907,000
ONEW YUOHK senusans 217,000 2+391,000 2+¢382,000 4,990,000 4.3 47.9 47.7 475,000 S96865,000
4 PENNSYLVANIA <oue 138,179 1,100,500 1,280,700 2,519,379 5.5 43,7 S50.8 19,700 24599,079
DIST. OF CULUMBIA . 28,041 " 154,795 182,876  15.4 ese Bh.b cua 162,875
= SOUTHEAST csscescss 1,063,929 3,A39,561 24454,6A7 Te358,177 14.5 2.2 33.4 19224,032 8,582,209
ALAUAMA sovesssss BT,47H 279,613 95,000 ° 402,091 18.9 60.% 20.4 10,000 472,09
ARKANSAS . . “H,068 114,570 974118 2604156 18.5 44,2 37.3 24,052 284,208
2 FLORIDA .. o 137,545 693,997 431,016 112624558 10.9 55.0 34,1 95,2860 1+358,538
ﬂ GEORGIA vevsecnes 73,341 367,381 231,386 . 672,108 10.9  54.7 4.4 722,108 139442108
a KENTUCKY saswassnn B2,4592 265,000 1464299 493,891 16.: 53.7 29.8 47,437 541,328
% LOUISIANA casseas 101,967 400,375 2104688 713,030 14.3 56,2 29.5 . 65,367 178,397
3 MISSISSIPPI wosas 100,221 169,766 . BBy&IL2 . 356,405 28.1 4T.6  24.2 13,876 370,241
3 NORTH CAROLINA 4« 128,642 5664253 160,598 855,493 15.0 66.2 18.A 33,182 BBA.BTS
a SOUTH CARDLINA o4 80,381 25640706 118,141 454,598 177 5643 26.0 16,038 47046306
i TENNESSEE cecscss 8B4B56 2704177 © 2484666 607,699 lét 44,5 40.9 67,214 674,913
VIRGINIA cococoee 98,394 3164834 523,201 938,429 10.5 33.8 55.A 122,881 1,061,310
% WEST VIRGINIA oue 36,438 139,119 106,162 281,719 12.9  49.4 37.7 S. 89T 287,616
. BREAT LAKES cosssss 440,257 3,102,096 5:563,86) 9,126,218 4.8  34.0 6l.2 814,090 9,942,306
i ILLINUES caee . 137,200 664636 116774796 2,781,612 4.9 4.8 60,1 106,680 2,888,512
. § INDIANA covevsnee 59,652 371,915 747,718 1+179,285 5.1 3.5 63.4 25,139 192044424
i MICHIGAN . . 83,965 908,841 142054550 2,198,296 3.8  4le3  S54.A 287,750 2,486,040
E OMID ceees sses 125,490 553,743 L1+305,044 1+984,277 6.3 27.9  65.8 269,973 24256,250
3 WISCONSIN sesnnse 34,010 300,961 6474755 982,726 3.5 30.6 65.9 126,348 14109,074
- PLAINS casepeassons 196,907 Lell3,565 24062,011 34372,483 5.8 . 33.0 6l.l 283,604 3,656,087
4 TOWA ceavase . 21.572 183,812 452,456 657,840 3.3 27.9 6B.A 29,053 686,893
: KANSAS +aswne . 31,782 1394719 295,431 466,932 6.8 29.9 463.3 49,071 516,003
' MINMESOTA oo . 42,000 442,000 476,000 960,000 Lok 46.0  49.6 125,000 1,085,000
MISSOURT +ae . 62,007 2514860 492,711 806,578 TeT  3le2 bl 54,434 861,012
NEBRASKA 4.4 ., 14,100 44,400 176,500 235,000 6.0 18.9 75.1 20,400 2554400
NOARTH DAKUTA cees 114960 33,650 73,700 119,310 10.0 28.2 6l.A8 2,230 1214540
SOUTH DAKUTA seee 13,486 18,124 95,213 1264823 10.6 14.3 T5.1. 3,416 1304239
SOUTHWEST secvecccnes 322,991 Le562,466 le411,808 3,297,265 9.8  4T.h  42.A 237,687 3,584,952
ARTZUNA oes . 35,196 1764394 194,686 406,278 BT 43,4 47,9 51,6683 457,961
NEW MEXICO .. . 38,952 1364959 46,899 222,810 175 6l.% 21.0 264,004 248,814
OKLAHUMA sossnses hay552 172+113 2014891 418,5%6 10s6  &lel  4B.2 22,000 486,556
TEXAS sosesnssses 2044291 1+077,000 968,330 2,249,621 9.1  4T7.9 43.0 182,000 2:43140621 !
ROCKY MOUNTAINS .ea 96,018 308,230 628,961 Lel13,215 Bab 34,9  56.5 70,408 10103,62)
COLORADO wssns . “0,0641 151,814 323,943 516,398 T+9  29:4% 6247 85,544 571,944
g IDAHO .eossssssanse 16,090 * 53,850 66,771 136,551 11.8 319.3  48.9 res 136,992
it FONTANA . sees 12,000 36,000 102,000 150,000 8.0 24.0 68.0 5,000 . 155,000
f UTAH sussssessess 18,968 119,631 89,275 227,874 8.3  52.% 39.2 8,075 235,949
WYOMING seseascss 84319 274101 46,972 82,392 10.1 32.9 57.0 1y 346 83,738
FAR WEST sevvsesene 307,363 2,011,207 3,258,904 B5.577,474 5.5 36,1 58.4 566,922 belés, 398
“CALIFORNIA sonose 212,000 Le472,000 2+500,000 44184,000 - 5.1 35.2  59.8 400,000 44384,000
NEVAUA sosvsvsase Teas7 LigT45 624038 111,240 6.7 37.5 558 164328 127:568
28,900 96,000 365,000 489,900 5.9 19.6 74,5 60,000 549,900
5940006 4014462 33148068 7924334 Tt 50.7 §1.9 50+594 BBZ+928
& ALASKA sosssssnsnsnsse 23,095 93,57s 14,270 130,939 17.86 T1.5 10.9 26,957° 1574928
HAMALL & 15,900 - 184,000 6,000 205:900 TaT 89.4 249 +] 205,900 |
* Estimated by NEA Ressrch Divislen,
- les page 24 for fermorm.
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! TAALL 10.==ESTIMATLD REVENUE AND NUNALVENUE RECEIPTS, I9T1-72
k MEVENUE RECEIPTS AY SUURCE (IN THOUSANDS) PERCENT OF REVENUE MONREVENUE TOTAL RE-
FEUEWAL STATE TOTKC g TOTAL ___RECEIPTS DY SQUACE  AMECEIPTS CEIPTS (COLS.
. ki REGINN AND STATE AND . FEDERAL STATE LOCAL (IN THOU=- .9 AND 9} (1IN
i . OTHER AND $SANDS) THOUSANDS )
OTHFR
i 2 ) 4 ] 6 7 8 9 10
X SU STATES AND D.Ce 83,305,707 319,062,836 824,276,080 Bab61044,623 Tel 40.9 52.0 $3,482,734 £9%0,127,357
5 HEW ENGLANC ceesess 137,324 695,655 2+125,588 2:95R,567 4ob 23.5% T1.A 164,593 3,123,160
I CONYECTICUT sanswe 28,004 210,679 673,046 9114729 3.l 23.1 73.8 104000 921,729
i HAIYE sevsssnenes I&,hCs 65,139 122,803 202,746 7.3 32.1 60.8 20,000 222,748
A e ¥ASSACHUSETTS ses 6%,000 30u,000 1,020,000 19385,000 4eT 2107 3.6 100,000 Le405,000
4 NEW HMAMPSHIRE eee T.100 Te534 127,400 142,034 .3-0 5.3 89.7 9.500 151,534
RHUODE ISLAND cess 14,2106 67,803 100,239 182,256 “Te8 37.2 55.0 16,093 198,351
VERMONT seecossse 8,200 44,500 82,100 134,800 6el 33.0 60,9 9,000 143,800
MIDEASTccosesnansess 634,074 $5+017,835 6,013,442 LLe060654351 Sete 43.0 51.5 T69,542 12,434,893
DELAWANE 11,833 - 116,000 39,200 167,033 7.1 69.4 23.9 36,900 203,933
PARYLAND cosevsss a¥,713 S12+984 589,005 1.,18%,682 T.1 43.3 49.7 32,642 1¢218,324
NEW JLASLY censee 44,000 488,000 1+370,000 1¢942,000 43 25.1 70.% 120,000 ,29062,000
O NEN YORK cecsense 2864483 29536,564 2+525,024 S59346,071 5.6  47.4 47.2 475,000 $,021,071 |
PENNSYLVANIA seas 137,200 14366,307 1,301,600 2,805,107 4.9 4.7 464 105,000 2+910.107
DISY. uF COLUMBIA 30.A45 . ese 188,613 2194458 14.1 ° cee 85.9 “ee 219,458
SOUTHEAST cecessscee ., LoUIU,0693 4,082,787 2008514323 Te764,803 13.3 52.4 34.1 $46,262 Ge311,045
ALAWAMA secsvsass’ HA,047 298,772 95,000 4A1+819 16.3 62.0 19.7 10,000 491,819
“hy 100 128,243 102,000 2784343 17.3 46.1 36.6 24,060 302,403
126,919 TOW,663 469,829 L¢305,407 9.7 S6.3 36.0 75:000 1,380,407
GENAGIA sevesnsne 18,882 183,337 269,039 728,058 10.8 52.7 3645 50,000 778,058
RENTUCKY seovsnse 8%,000 276,359 155,000 516,359 , 16.5 53.% 30.0 50,000 566,359
LOUISTANA caesnee 92,000 421,000 225,000 730,000 12.5 S7.0 30.9 80,000 818,000
HISSISSIPPL seeses 96,000 184,218 694346 369,504 26.0 49.8 24,2 15,000 384,564
NORTH CAROCLINA & 103,290 607,973 173,000 BB4,371 11.7 b8.7 19.6 o 38elne 917,553
SOUTH CARDOLINA .. 80,3A1 280,000 127,373% 487,756 16.5 57.4 26.1 18,000 505,756
TENNESSEE socsese 84,500 . 289,477 263,649 6374626 13.3 45,4 4l.3 50,000 687,626
VIRGINIA sevnnens 110:+500 356,000 573,000 1+039,%00 10.6 34.2 55.1 135,000 lel 74,500
WEST VIKGINIA <oe 36,970 148,745 112,285 298,000 12.4 49.9 37.7 6,000 304,000
GREAT LAKES sonsnse 465,980 3,518,15%% 5,767,182 9:751,432) 4.0 36,1 99.1 792,385 10,543,708
ILLINUIS sennenesn " 143,200 1:.059,763% LeTl4,469 209170434 4.9 36.) 58.0 110,38% 3,027,819
INDIANA sevsssone 63,000 382,000 720,000 1+16%,000 5.4 3z.8 61.8 28,000 14193,000
FICHIGAN cesvsane 90,000 L+065,428 14237,900 2,393,328 3.8 44,5 51.7 329,000 24722:328
OHID cscssnnsncss 135,000 660,000 1+370,000 2,165,000 6.2 30.5 63,3 270,000 2¢435,000
WiSCONSIN svseens 34,786 350,962 T24,813 1¢110,561 3.1 3l.6 65.3 55,000 LeleS,5061
PLAINS ssssssnsacne 198,171 Le2914148 2el140,644 3,629,963 5.9 35.6 59.0 277,500 3,907,463
JOMA sessssasases 18,800 180,000 552,000 750,600 2.5 24.0 73.5% 30,000 730,800
KANSAS covevencns 33,371 146,705 . 310,202 490,279 6.8 29.9 63.3 51,000 $41,279
MINNESUTA cevense 45,000 %50,000 " 415,000 1,010,000 4.5 54.5 4l.1 125,000 141235,000
MISSOURT see 60,000 317,000 ; 504,781 661,781 6.0 35.9 57.2 © 50,000 931,781
_ NEURASKA ... 15,500 42,000 184,750 262,250 bek 173 76.3 . 154500 257,750
NORTH DAKDIA seve 12,000 34,600 73,700 120,300 10.0 2E.D 6l.3 2500 122,800
SOUTH DAKOTA seee 13,500 20,843 100,210 134,553 10.0 15.5 76.9% 3,500 136,053
SOUTHHEST .. 33042606 LebbB, 745 1,487,056 3,466,067 9.5 ' 4T.6 42,9 263,294 3,729,361
ARIIUNA see 35,196 181,002 204,422 420,620 B.4 43,0 48.6 30,936 - 451,558
NEW PEZICU cveeee 43,4806 146,079 . 44,954 234,519 16.9% 62.3 19.2 4,412 oo 238,931
OXLAHOMA svsscees 48,200 168,481 197,030 414,311 11.6 40.7 47.7 28,000 - 4424311
TEXAS covesccance 203,384 Le153,183 1+040,050 2939640617 8.3 48.1 43.4 . 199,946 2+5986,563
ROCKY MOUNTAINS o9 104,970 “10,338 680,738 11196,044 8.8 34.3 56.9 72,191 £+268,235
COLGRAUD eevscsee d “8.,274 140,221 358,000 5664495 8.5 28.3 . 83.2 * 80,000 b626,49%
1DAHU sessssssses 17,932 58,239 70,2686 146,437 12.2 39,8 48.0 500 146,937
MONTANA csscsessese 13,538 38,169 108,146 159,853 8.5 23.9 67.7 5,000 - 164,853
UTAM cossesesssss - 19,000 128,+579 94,063 2614662 7.9 53.2 38.9 6,691 246,333
. WYORING ssecencsne 6,226 25,130 500261 8leol7 Tl 30.8 ble.b 2,000 v 83,617
FAR WEST cccsccesses 361,856 241064220 3,307,662 5,855,718 6.2° 36,0 57.9 $70+000 89425,718
SCALIFORNIA conene 267,118 ° 1e322.835 2¢534,338 §9376,291 6al 34,8 59.1 400,000 4,776,291
HEVADA scesessses T+500 53,000 65,700 1264200 5.9 42.0 82.1 20,000 146,200
OREGON ssessvesns 23,079 T 102,385 3689+274 Sl4,738 4,5 19.9 T9.6 40,000 574,738
HASHINGTUN seecee 04,159 420,000 + 3464330 83844089 7.7 " 51.0 4l.3 904000 928,489
CALASRA seesevsscees 23,880 970186 léela 137,214 17.4 70C.0 11.8 264907° 164,201
Uhidll seecsvescses , 180487 194,767 84319 219,573 E.4 88.T 2.9 (1] 219,573
Sgsngtz by NEA Qoo Distslon,
Bea peps 29 fov Sosmoom. 5
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2664333
LEIL-3%4
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3. Taxation for educational purposes

The sharing of the burden of rgising funds to support the public 7
educational system émong the three levels of government, coupied with the
fact that each level of govemmenﬁ has access to a different complex of
tax resources, means that the public schools draw their funds from a

wide variety of different taxes.

The most important single tax rescource avallable to the schools is
the locally~administered real property tax. As mentioned above, the
local school.districts provide over half of the totél_revenues-available
to the schools. These local distficts rely almost exciusively'on the
local property tax as the source of their revenues: Independent local .
schdol boards are usually legaily confined to the property tax as a source a
of income; dependent boards are financed by other units of local govern-
ments, which rely heavily but not exclusively on the property tax.

Local governments in general received about $30 billion, or 86% of their
total tax revenues, from the local property taxz, while independent
school districts received 99%Z of their tax revenues from the property
tax.zé/ The school districts have increased their share of the total
property tax receipts of local governments from.about one~third in 1942

to over one-half now.iﬁ/

Currently, twenty-one states and the District of Columbia provide

for some use of local non-property taxes in the support. of public schools

13/ . .
National Educational Finance Project: Volume 2. Economic factors
affecting the financing of education, Gainesville, Florida, 1970: p. 294.

y—‘/Ibid, p. 259.
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in at least one district within the state.;é/ School districts dependent
on the local government, typicél of many of the largest cities and of

some New England states, ﬁay receive local non-property taxes if the

local governmént is authorized to lévy such taxes; independent school
districts are less likely to have access to non-property tax resources.
For historicgl reasons, Pennsylvania relies most heavily on local non-
\property taxes for school revenues, with 15-20% of school funds coming
from local non-property tax sources in recent years. . In Alaska the
percentage-of.local, non-property tax revenues is less than half that

in Pennsylvania, and the statewide percentage is negligible in most otﬁér )
states.léf Maryland allows its counties, which administer the schools;

to levy an income tax. There is some evidence that use of lacal non-
property taxes in support of the schools has increased in recent years,
although a special study included in the National Educational Finance Pro-
ject concludes that school districts still receive 97-98% of their tax
revenues from the property tax in the nation as a whole.27/ Mark Shedd,
formerly Superintendeut.of Schools in the city of Philadelphis, remarked
in testimony before the Senate Select Committee on.Equal Educétional Oppor-
tunity that the‘local schools have indeed turned to‘nonpropertf taxes in
recent years in thelr search to bolster flagging reveﬁues, but that this

is eésentially a stop-gap measure which cannot solve their financial dilemma .18/

15/ ‘
National Educational Finance Project, Volume 4; pp. 210-211.

16/
Johns, Roe L., and Edgar L. Morphet. The economics and financing of
education. Englewood Cliffs, New Jersey, 1969: p. 210,

17/ .
" National Educational Finance Project. Volume 4, pp. 220-221.

18 : ' ' :
——/U.S. Congress.Senate.Select Committee on Equal Educational Opportunity,

Equal educational opportunity. Part 16: Inequality in school finance,
Hearings. 92nd Congress, lst session, Washington, U.S. Gov't Print. Off., 1971
Hearings held September 21-23, 28-30, October 5, 1971: p. 6615.

-
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While the local scﬁool districts rely heavily on the local property
tax base to prbvide their share of school revenues, the states typically
rely on their general revenue sources to finance their share of the school
costs, and ovér half of their general revenues in FY 1970 was derived
from state sales and income taxes. The federal government finances its
share of the school costs from its generai revenues, the most impog;aﬁt
source of which is the federal_personal income tax.

This pattern of differing revenue sources associated with the

different levels of government has important implicatiohs for the overall

evaluation of the financial underpinnings of the educational systenm.
While there has 1oﬁg been a widespread belief that the actual operation
of the schools and the making of basic educational policy should remain

a local responsibilitj; there hag arisen recently a great deal of discus-

- sion as to the best means of assuring such local control of the schools.

. Traditionally local contxol and local accountability have been based on a

high level of financial responsibility on the part of the local school
board. In practice thié nas meant maintenance of substantial reliance on

the property tax since this 1s the only major tax source available to local

-gchool boards.

The property tax has come under increasing criticism lately, however,

both in general and specifically as the fiscal backing for education. Its

critics maintain that it is a regressive tax which causes the greatest
burden on the péople least able to pPay, in particular the poor and elderly.
It bears notiﬁg, however, that Wiscoﬁsin enacted a stateﬁiée program of
property tax relief for the elderly in 1963, which‘should reduce the regres-

sivity of property taxation. Similar legislation has been enacted in at
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least tem other states and numerous localities. John Shannon, Assistant
Director of the Advisory Commission on Intergovérnmental kelgtions; estiaatéd
that the nationwide cost of a progfam similér to the Wisconsin plan

would be‘ about $300 million.1?/ The propérty tax has been further criti-
cized as an inflexible tax whose revenues do nét rise as fast as those of

other, more.eiastic taxes. However, in the decéde 1961-1971, personal

- consunmption expenditures for housing (including imputed rental values for

owner-occupied housing) rose at a.greater rate than expenditures for non-
durable goods.ig/ To whatever extent the property tax is reiatively
inelastic, or that assessments fail_to keep pace with rising reai values,
it couid be less able to‘support the rising costé of education and tend
to require rate increases‘more'frequently than sales or income taxes.gl/
The property tax has serious effects on housing and land-use patterns and
causes distortions in the growth patterns within states and metropolitan

areas by inducing localities to compete with one another for industry and

desirable residents by manipulating their tax structures.gzj It depends on

assessment of property valuations which are difficult to keep current and
which may in some places be made by individuals who have no special training
and who may be subject to intense pressure from special interests: the

locally~administered property tax is often accused of inequity in the sense

18/ |
National Tax Journal. Vol. XXIV, No. 3, September, 1971: pp. 383-387.
20/
U.S. President, Op. cit.: p. 207,
21/ :

T U. S. Congress. Senate. QOp. cit.: p. 6628.

22/

" Urban Land. Vol. 30, no. 11, December 1971,
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of treating equals, i.e. similar propérty holdings, unequally bylassigning
' . different valuations in different jurisdictions or even within a single

jurisdiction. The relationship o; ?réperty wéalth to desirable character=-
istics of an educational support system has been quéstioned by many
observers. The NEFP concludes that property wealth is "not closely cor-
related with either income or net wealth.” A4s a result it is a poor

measure of ability'to pay taxes. It may alsc be a poor measure of the per-
sonal benefits accrued from education, which are most easily measured in the -
form of _increased personal income,gé/ but it shoﬁld.be notg& that taxes are

. not always.based on actual or potential personél beﬁefits.  The fede?al income

tax, for example, provides deductions for children who‘may; noneiheless, stéhd;
to benefit most from federal services. To the extent that businesé enter-.
prises are able to pass on thé costs of local property taxes in the form
of higher prices, the inclusion of business property in the tax base means
that the costs of a district's educational services are being borne in
part by residents of other diétricts;gﬁ/, In any case the linking of scheool
resources to the geographic aistribution of industrial property is open
to question on logical grounds. The problem of geographic distribution of
industry is of course not limited to local taxes since the location of
industry across the states seriously affects state income, and also sales,
tax sources. Considerations such as these havé led many observers to call

* for an end to the reliance on property taxes by the schools. Given the

current availability of tax resources to the differeant levels of government,

however, this usually means a continuation or acceleration of the current

23/ , .
National Educational Finance Project. Volume 5: Alternative programs
. . for financing education. Gainesville, Florida, 1971:. pp. 61-62.
24/

Roe L. Johns ggQ‘Edgar't. Morphet. - Op. Cit.: pp. 156-157.

i
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trend of shifting the burden of supporting the public schools away from
the local districts and onto thelstateAand .fe&eral governments. While it
is not necessarily true that control will follow money; the increasing use
of federal and state revenues by local school boards inevitably raises
questions about the extent to which the higher levels of government should

intervene in determining the use of these revenues.

Other tax considerations have also been adduced to support a shift

" in the responsibility for providing money for the schools. One such argu-

ment cites the unique position of education among the major responsibilities
of government in its dependence on annual local referenda for its appropri-
ations. Independent school districts are typically required to submit cer~
taiﬁ budget and tax rate questions to the voters of the district annually
or nearly annually. These special education elections, associated with the
highly visible and frequently disliked property tax, seem to present a
particularly vulnerable target for voters frustrated at the constant rise
in their overall tax burden. The result may be the defeat of educational
expenditure issues by voters who do not feel able to‘control other gov-
ernmenta; expenditures ,even though they might prefer to spend their tax
monéy on education rather than thoge other services. One justification -
for a shift to state funding, then, is to remove education f£rom this
special scrutiny and to put it on the same footing as othér governﬁental

services, in the hopes of assuring a more reliable source of money.

Another series of arguments in favor of shifting the burden of school
taxation stems from an analysls of the relative progressivity of the taxes

used by the different governments. As pointed out earlier, the property

s S
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tax is generally viewed as regressive. State taxation, with Lts heavy re-
liance on sales taxes, has also been critieized as regressive. However,
siates have increasingly been turning to income taxes'pﬁ supplepent‘tﬂeir
revenues;gi/ There seems to be general ‘agreement ;hat‘the income tax is
indeed a progressive tax; The fedefal tax.structu:e, which‘relies heaﬁily
on corporate and personal income taxes, is usually held to be more pro-
gressive'than either local or state systems, despite the fact that éhe

second major federal revenue source, payroll taxes, is generally considered

regressive.

Using the federal personal income tax as a standard, the National
Educational Finance Project attempted to develop a measure of the progres-
sivity of the sources of funds used to finance education in the various

26/

states.~' Although most states rely primarily on only two taxes, the

~income and sales taxes, the progressivity of their overall tax structures

varies substantially because of the varying mixes of these and other taxes
in different states. Giving the federal personal income tax a value of

50, the NEFP assigned the following values to the progressivity of the
.27/

general tax structures of the states:<Zl

5/
“_- Maxwell, James A. Financing state and local govermments. Washington,
1969: pp. 96-100 . : |
‘Pechman, Joseph A. The rich, the poor, and the taxes they pay.
Washingteon, 196%: pp. 31-32. _
Tax Foundation, Inc. ‘State and local taxes, New york,1970: pp. 28-36,

26/

National Educational Finance Project. Vol. 5:  pp..251-263,

7/
Ibid: p. 260,
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THE RELATIVE PROGRESSIVITY OF STATE TAX REVENUES, 1968-69

Progressivity Progressivity

State Value State Value
Alabama 18.5 Montana 22.8
Alaska 23.6 ‘Nebraska 17.5
Arizona 18.0 Nevada ‘ 14.8
Arkansas 18.5 New Hampshire 17.9
Califcrnia 22.5 " New Jersey 18.7
Colorado 22.4 New Mexico 16.7
Connecticut 20.8 ‘New York 25.7
Delaware 25.3 - North Carolina 22.4
Florida i5.3 North Dakota 18.3
Georgia 20.2 Ohio ' -15.2
Hawaii '21.9 Oklahoma 18.9
Idaho 21.4 Oregon 26.7
Illinois 15.8 "Pennsylvania 18.9
Indiana 20.0 Rhode Island 18.4
Iowa 20.0 South Carolina 20.3
Kansas 20.2 South Dakota 15.6
‘Kentucky . 20.5 Tennessee 17.6
Louisiana - 16.9 Texas 15.2
Maine 16.0 Utah 21.1
Maryland 23.4 Vermont 23.7
Massachusetts 25.4 Virginia 22.8
Michigan 18.5 Washington 15.7
Minnesota 23.9 West Virginia 17.4
Mississippi 16.8 Wisconsin 26.0
Missouri 19.5 Wyoming 15.9

When the taxes from state and local sources used to support the public

schools are considered, the relative progressivity is lower in every

state except Hawaid.

This finding lends support to the conclusion that

any shifting of taxation to the State level contributes to an overall

rise in the progressivity of the school support system

8/

National Educational Finance Project.

Vol. 5: p. 262.

128/
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THE RELATIVE PROGRESSIVITY OF STATE AND LOCAL TAX REVENUES
FOR THE PUBLIC 3CHOOCLS, l968~69

" Progressivity ‘ Progressivity
Value (State ~ Value (State
: and Local School : and Local School

- State Revenues only) (a) State Revenues only) (a;
Alabana 17.4 . Montana 16.3
Alaska ’ 21.1 Nebraska 14.8
Arizona 16.4 © Nevada - 14,2
Arkansas 16.3 New Hampshire 14.4
California ' 17.4 New Jersey - 14,9
Colorado 16.1 New Mexico ' 16.2
Connecticut 16.9 ' ‘New York 20.0
Delaware 22.7 North Carolina 20.4
Florida _ 14.9 North Dakota : 15.4
Georgia 18.0 Ohio - - 14.3
Hawaii 21.9 Oklahoma 15.5
Idaho ' i7.4 N Oregon 156.9
Illinois ‘ - 16.1 Pennsylvania 16.2
Indiana 15.9 Rhode Island - 15.5
Iowa ' 16.7 South Carolina 17.9
Kansas 16.0 South Dakota 14.2

. Kentucky 17.7 '~ Tennessee ' 15.9
Louisiana 15.8 Texas 14,7
Maine 14.7 - Utah : i8.9
Maryland _17.6 Vermont 17.7
Massachusetts 6.0 . Virginia 18.4
Michigan _ 16.0 Washington 15.1
Minnesota 18.8 West Virginia 16.1 .
Mississippi , 15.9 ‘ Wisconsin ‘ ' 16.9
Missouri -~ 16.1 Wyoming 14.7

(a) Based on a unit value of 50.0 for the federal personal income tax

‘Lastly, the philosophy underlying the current distribution of scheol
support responsibilities has received increasing attention. Governmental '
interest in the provision of educational services is based on several

considerations. First, it 1s held that the existence of a well—informed,
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concerned citizenry is vital to a democracy, and that such a citizenry can
only be assured througb an adequate educational system. Secondly, well-
éducated citizens also serve as the basis for economic grbwth, which is
itself the foundation of increasing national wealth. Thirdly, the social
benefits which accrue from education cannot Be isolated ip one distridt,
or even one state, in a nation aé mobile és th; Uniteé’States,.and tﬁere-
fore the state and national governments havg an iﬁéefest in and a resﬁonﬁi—
bility for assufiﬁg that the costs and benefits of these eduéatibnal
spillovers are evenly diétributed. In particular, since the resources
available to pay for education, the needs for educational services, and
the potential rewards to be reaped from a good educational system are
unevenly distributed across diétricts within a state and among the states,
it can be argued that the state and federél governments have the responsi-
bility of equalizing the resources and assuring the fair distribution of
services according to need and social benefits to be derived. Lastly, the
belief seems to be emerging that education is a fundamental right of every

citizen which must be guaranteed by the appropriate government.

In light of these national interests in the provision of public education
there arise questions about the general assumption that local control of
the schools should be maintained. Such questions apply to beth financial
and administrative control. At the present time, state constitutions

typically assign ;he responsibility for the maintenance of a system of
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public schools to the state, but existing legislation leaves the ultimate

decisions regarding the level of financial support for the schools to the

local school beards. The California state constitution, for example,

requires that the "Legislature shall provide for a system of common schools

t at
n 29/ ‘The New Jersey Constitution was

least six months in every year...

rewritten in 1871 to include the requirement that "the Legislature shall

provide for the maintenance and support of a thorough and efficient systenm

of free public schogls_"‘gg/ Nonetheless, the final say in the amount.anq

quality of school services provided has been left to the individual districts

because they determine total school spending by setting the local property‘.

tax rate, and thereby the amount of local funds available to supplement the.

funds from state aid and the federal government, which are allocated by

legislatively-determined formulae and which together are rarely sufficieat.

| Advocates of reform argue that, if education is truly a state responsi-
_bility, then this pattern should be reversed, and the state should assume
the task of supplementing the funds available from some fair local contri-
bution and from federal sources in order to assure that each district has
the resources to provide a quality education to every child. Opponent; of

change maintain that local financial responsibility is a vital element in

the long-standing tradition of local control of the schools.

5 . .
29/ California Constitution. Article 9, Section 5.
30/ New Jersey Constitution. Article 8, Section 4.
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4. School expenditures and financial resources

Although there has been considerable discussion of the sources and
significance of the variations in the availability and use of resources
for the support of the schools in the various stétes, school districts, and
individuél schools of the natioﬁ, there is no question that substantial
variations exist at virtually every level and with respect to almost every
measure of financial abilify, effort, and expenditure. Such variations
have persisted despite efforts by the governmental authorities at all levels
to carry out programs designed in theory to equalize the financial resources
behind each studenﬁ‘in order to further the goal of equal‘educational

opportunity.

a. Inequalities among districts

The differences which appear when the individual districts of each
state except Hawaii are compared among themselves are quite dramatic over
a wide range of indicators. According to figures cited by the Court in

Serrano v. Priest, "the assessed valuation of property per unit of average

daily attendance of elementary school children ranged from a low of $103

to a peak of $952,156 [in the state of California] -- a ratio of nearly
31/ : .
1 to 10,000." In a study prepared for the National Educational Finance

31/ .
California. Supreme Court. John Serramo, jr., et al. v. Ivy Baker
Priest, as Treasurer, etc., et al. [Sacramento, 1971} p- 8.
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Project, William Briley reports on the financial situation of selected
districts drawn from all the étates except Hawaii. He limited the sample

to comprehensive school districts with at least 1,500 pupils in average
daily attendance, which has the effect of eliminating the extremes presented
by certain small, wealthy.districts. He drew a sample of seventeen districts
from each state, including the two largest districts in ADA and fifteen
additional districts chosen on an equal internal basis from a lisf of the
remaining districts, ranked by "fipancial abilipy" as defined by the state
for purposes of school aid distribution.  His figures show the following
discrepencies'in financ;al'ability per pupil in ADA within the varilous

states:32/

32/

Briley, Wi}liam P. An amalysis of the #ariation between revenue reéeipts
and financial ability for selected school districts within the 48 ‘
contigious states and Alaska. Gainesville, Florida, 1970. Data summarized

in: V.S, Congress. Senate. Equal ed :
b, TIeT g Eq . ucationgl opportuni;y. Part 16:

T T S
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25,264.02

1,771.24

; Financial Ability per pupil (17 districts in State over 1,500 ADA 1968—69)1/
% D - ' o ‘ Percent
; ' Total per local
: ‘ pupil revenue
;% Abilit revenue - of total
3 High _ Low ratio_f ratios. per pupil
L .
£ Alabama $9.99 $2.64 3.79 1.60. 20
g Alaska 43,270.36 17,215.94 2.51 1.96 39
é Arizona 36,054.43 4,867.59 7.41 1.38 32
k Arkansas 8,088,57 736.89 10.98 "1.68 45
i California’ 47,260.00 1,989.35 23.76 1.95 58
# Colorado 171.40 - = 68.50 2.50 1.84 - 61
. Connecticut - 65,295.51 © © 11,483.64 5.69 1.98 73
E Delaware _ -39,250.48 6,143.79 6.39 2.26 26
& District of Columbia
¥ Florida 95.16 29.89 3.18 1.50 31
3 Georgia 47,564 .45 10,244.06 4.65 1.69 28
y Hawaii - e
4 Idaho 175.43 65.05 2,70 . 1.67 48
k Illinois 1,091.08 54,37 20.06 2.10 67
4 Indiana 51,718.06 3,012.66 17.17 3.84 64
E Lowa 103,570.27 14,647.45 7.07 1,80 61
k Kansas | 255.58 68.23 . 3.75 2.01 64
y Kentucky - -56,042,00 - 6,514.00 8.60 1.47 31
A Louisiana 451.15 8.55 52,70 2.46 39
3 "-Maine 45,908.00 4,115.00 11.16 2.41 68
g Maryland 31,249.00 11,361.93 2.74 1.50 56
: Massachusetts 80,452.00 7,772.00 16.35 2,20 .79
k Michigan 62,649.14 2,085.30 30.04 2.27 42
k Minnesota 304,65 41,17 7.40 1.51 55
3 Mississippi 81.71 14.05 5.81 1.63 22
: Missouri 447.06 17.79 25.12 3.90 62
; Montana | ' 9,268.26 - 3,015.20 3.07 2.13 68
Nebraska 17,754.10 3,424.20 5.18 1.24 .76
Nevada - 269.23 - 92.81 2.72 1.31 54
New Hampshire 91,678.99 20,408.42 4. 49 1.85 88
New Jersey 119,421.88  11,387.37 .= 10.49 1.66 82
New Mexico 14.26 1.62 14
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Percent
Total per local
pupil ravenue

: _ Abilit revenue of total

% ', High " Low ratio ratibé/ per pupil
New York $50,726.24 $4,809.99 19.55 1.62 45
North Carolina 40,099.18 13,639.97 3.60 1.54 21
North Dakota 25,951.00 5,538.00 2.15 " 1.80 64
Ohio “44,468.79 4,165.16 ~ .10.68 2.11 64
Oklahoma 8,062.33 1,824.34 4,42 1.38 61
Oregon o 495.14 180.24 2.75 1.40 73
Pennsylvania : 50,044.81 4,696.50 10.65 1.78 53

; Rhode Island . 5/ . 5/ _ 2.40 1.94 62

K South Carolina . 5,300.70 - 575.28 9.21 1.54 26

4 South Dakota 292,49 . 22,69 . 12.89 1.75 €9

Tennessee | 34.00 9.10  3.74 1.71 .35

:; Texas S 442.02 5.22 84,52 . 2.65 52

3 Utah 125,302.93 2,952,50 8.55 1.82 37

" Vermont R 6/ 5/ . 2.8L . 2.39 72

] Virgiriia : ' 69,537.00 10,245,00 : 6.79 S 2.31 54

: : - Washington 19,512.71 1,659.02 . 11.76 1.37 38

p West Virginia 27,048.55 © 7,453.38 ©3.63 0 1.73 34

‘s Wisconsin 61,561.23 . 17,196.30 3.58 1.5 72

4 Wyoming 313.11 86.35 3.63 1.63 65

% National educational finance project, Gainesville, Fla.

1 2

; Financial ability ratio represents the quotient between the most able and

least able districts within the State; for example, the district of
greatest wealth in Alabama has 3.79 times the wealth of the poorest district.

3
_ The ratio of total revenue per pupil received by the district with the

_ highest amount when compared with the district which received the least
amount.

4 : . . ' - .
Rhode Island local financial ability index based on State aid.

5
Vermont local financial ability based on ratio of district wealth per

pupil and State wealth per pupil.

.r,,,:w_,‘mw T S s AP T ]
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Although property value per pupil in ADA is the standerd measure of .
local district financial ability, substantial variations appear when other
measures of financial capacity are used. Richard Rossmillerland Hié as-
sociates, in ‘their special study of fiscal capacity of school districts

made for the NEFP, 22/

concluded from data for selected school districts
in eight_eelected States that‘the financial ability and the sources of
revenue of school districts varied to a significant extent according to
the districts' levels of consumption and income, meaeured by such indices
es reteil sales.and‘effective buying pdwer.'éi/. According to figures pub-
lished by the NEFP, the adjusted gross,income per pupii for elementary
school districts ranged from a 10& of $1177 to a high of $1,255,087 in

the State of California. 22/

33/ : :
National Educational Finance Project. Vol. 3: Planning to finance
education. Gainesville, Florida, 1971: pp. 361-401, . :

34/ | |
Ibid., p. 396.

35/

National Educational Finance Project. Persgonal income by school
district. Gainesville, Florida, 1971: pp. 21-40. '
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School districts also vary substantially in terms of theilr tax effort,
which is usually defined as the mlllage levied on the local property base

The decision of the Court in the case of Rodriguez v, Sapn Antonio Independent

School District in Texas . cited the following example:-gé/

A survey of 110 school districts throughout Texas demons—
trated that while the ten districts with a market value of
taxable property per pupil above $100,000 enjoyed an equalized
tax rate per $100 of only thirty-one cents, the poorest four
districts, with less than $10,000 in property per pupil, were
burdened with a rate of seventy cents.
This pattern of poorer districts taxing themselves at substantially higher
rates than richer districts appears to be fairly common; so is the result,
also noted by the Texas court: the poorer districts taxing themselves at .
the higher rates still achileve much lower revenues than the low-taxing

richer districts. In the Texas example the poor districts received only

$60 per pupil while the rich districts' lower levy yielded - $585 pef pupil., —

36/
. U.S. District Court. Texas (Western District). Demetrio P. Rodriguez,
et al. v.. San Antonio Independent School District, et al. [San Antonio,
1971] Pe 2.
37/

Ibid: opp. 2-3.
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The local districts receive revenue from State and Federal sources as

well as from the local property tax, but when the total revenue receipts of

the varjous districts are reviewed, discrepancies between districts remain

in most States. William Briley reports in hisg study of the financial situation

. of selected districts having over 1,500 pupils in average daily attendance

that the ratio' of total revenue available in the richest and poorest dis-
tricts within each State ranges from 1.24 in Nebraska to 3.90 in Missouri.

The following table is reproduced from Volume 4 of the NEFP. It shows

. Briley's figures for 49 States, comparing the richest and poorest districts

in each State for each of the following categories: ability ratio, calculated
according to each State's definition of district-financial,ability; total
revenue per -pupil ratio, and correlations between various.sdurces of revenue

38
and local financial ability: 38/

38/
National Educational Finance Project. Vol. 4: pp. 57-8..
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TaBLE 3-1

ANALYSIS OF FINANCIAL ABILITY* AND REVENUE RECEIPTS® FOR
SELECTED SCHOOL DiISTRICTS WITHIN EACH STATE

Correlations
_Between Sources of Revenue
Total per Pupil end Local Financial Ability”
e

Revenu
Financial Per Buasie State

Ability  Pupil  Loeal Stute Categorical Federal

State Ratio®  Ratio* Revenue Revenue Revenue® Revenue
Col. 1 Col. 2 Col. 8 Col 4 Col. 5 Col. 6 Col. 7
Alabama 3.70 1.60 0.31 —-0.07 —0.23 —0.20
Alaskn 2.51 1.96 0.15 0.03 - .42 - 0.58
Arizona 7.41 1.38 0.51* —0.67** 0.01 —0.14

Arkansas 10.98 1.68 0.94** —0.47 0.55* —0.52*
California 23.76 1.95 0.94** —0.72**  —-0.23 —0.38
Colorndo  “5° 250 184  0.69%°* —006**  0.62%¢ —0.18
Conneccticut 6.6G9 1.98 0.64** —0.50* 0.35 —0.01
Delaware 6.39 2.26 0.84%* 0.40 0.09 —0.23
Florida 3.18 1.50 0.80** —0.74** —0.32 - 0.43
Georgia 4.65 1.69 0.79** —0.83** —0.55* —0.13
Idaho ¢ 2.70 1.67 0.80** —0.70** —0.04 —0.39
Illinois ) 20.06 2.10 0.62** —(0.87** 0.14 —0.29

Indiana 17.17 3.84 0.95**  ~0.92%¢ 0.50* 0.48*
Towa 7.07 1.80 0.89** —0.36 —0.32 —0.18

Kansas 3.75 2.01 0.80** —0.32 0.07 —0.50*

- Kentucky B.60 1.47 0.B0** —0.78%* 0.07 —0.74%*
Touisiana 62.70 2.46 0.94** ~0.90** —0.12 - 0.30
Maine 11.16 241 0.70**  ~0.h2* — 0.07 - 0.56*
Maryland 2.74 1.50 0.92** —0.83** —~0.21 —0.51"*
Massachusetts 10.35 2.20 0.87** —0.42 0.59* = 0.25
Michigan 30.04 2.27 0.85** —(.94** 0.17 0.13
Minnesota 7.40 1.51 0.84** —0.97** —0.34 0.21
Mississippi 5.81 1.63.° 0.45 —0.54* 0.88** —0.25
Missouri 25.12 3.90 0.98*%* —0.51* —0.19 —0.45*
Montana 3.07 2.13 0.74** —0.66** 0.14 —0.23
Nebraska 5.18 1.24 0.67** —0.22 0.27 —0.50*
Nevada 2.72 1.31 0.96** —0.91** —0.18 —0.66**
New Hampshire 4.49 1.85 0.37 —0.51* —0.34 0.21 -
New Jersey 10.49 1.66 0.19 —0.45 —0.37 —0.21
New Mexico 14.26 1.62 0.65** 0.22 0.12 0.04
New York . 10.55 1.62 0.86** —0.93** —0.36 —0.09
North Carolina 3.60 1.54 0.47 —0.41 —0.48 —0.74%*
North Dakota 2.15 1.80 0.64** 0.27 0.50* —0.12
Ohio 10.68 2.11 0.95** —0.72** —0.34 —0.04
Oklahoma 4.42 1.38 0.94** —0.83** —0.10 —0.46
Oregon 2.76 1.40 0.26 —0.74** 0.02 0.63**
Pennsylvania 10.65 1.78 0.95** —0.87** —0.65** 0.22
Rhode Island 2.40 1.94 0.58* —0.74*=* 0.12 —0.56*
South Carolina 9.21 154 . 090** —0.34 0.50* —0.12
South Dakota 12.89 1.76 0.88** _(.83%* 0.35 —0.68%*
Tennessee 3.74 1.71 0.61** —0.69%** —0.13 —0.29
Texas 84.52 2.65 0.07** —0.79** —0.09 —0.46
Utah R.56 1.82 0.98** —0.00** —0.15 N.R1**
Vermont 281 239 050* —072** 041 0.56¢
Virginia 6.79 2.31 0.91** —0.75*" 0.17 —0.16
Washington 11.76 1.37 0.53* —0.75** 0.36 - 0.20
West Virginia 3.63 1.73 0.90%% 075 0.14 - 0.62*
Wisconsin A58 1.66 0.90%* —0.R2*" 0.43 — 0.8
Wyoming 3.63 1.63 0.95**  —0.88%* 0.20 —0.54*

*The financial ability measures employed were those mandated by each
state for local district participation in the basic state program.

Revenues were considered in terms of local, basic state, state categorical
and federal. '

"Financial ability ratio represents the quotient between the most able
and least able districts within the state.

. 'The ratio of total revenue per pupil received by the district with the
highest amount when compared with the district which received the least
amount.

“Simple correlation coefficients between each revenue category and local
financial ability.

*Significant at the 0.05 level.

**Significant at the 0.01 level.
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Lastly, one can see important discrepanciee within virtually everj
State in the amount of money which is ac;ually spent per pupll by the
various districts. In their prepared stetement presented to the Senate
Select Committee on Equal Educational Opportunity on Seﬁtemﬁer 22, 1971,
Joel S. Berke of the Syracuse Research Corporation and James A. Kelly of
the Ford Foundation cited figures showing the expenditure per pupil of
the highest and‘lowest spending districts in each State. Aside from anaii.
and the District of Columbia, each of which contains a single school district,
the lowest ratio between the highest and lowest spending districts was 1.370,
registered by North Carolina. At the other extreme, Oklahoma had a ratio
of 7 503, Missouri 7.977, Texas 20.205, and Wyoming 23. 553. ‘The actual_
expenditures in Texas ranged from a low of $264 to a high of $5,334; 4in

Wyoming from $618 to $14 554. Berke's figures follow: 32/

39/

U.S. Congresg., Senate. Op. cit.: p. 6656,
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Intrastate disparities in per pupil expenditures, 1969-70

. Index. between
High _Low high/low

Alabama ...coeevinn. et arae ey $581 L8344 1.689
Alaska (Revenue/pupils) ......v..... 1,810 480 © 3,771
ATiZOMAa severansensersannens fareeeas 2,223 436 ‘ 5.099
Arkansas «ieiivveviceoneans heresean . b4 343 " 1.936
California ...uvvn.e teeeenneneresane 2,414 569 : 4,243
Colorado cvevnvennns Cevaseaasna verae 2,801 444 ' 6.309
Connecticut sovvevnennnanas e vees 1,311 499 2.627
Delaware teeieevessasssncnen Crereras 1,081 633 1.708
District of Columbia ...eeveeenenn. C e te et se st et et e bete s anns Y
Florida seieeeescaccnaans Cheeasarean 1,036 583 1.747
=T of - - crrraes 736 365 2.016
Hawaii ...0an et snrrnasana Creasasane teressrsatas e ceca et e anann cerersas
Idaho seeeerisnnnersnanenrencnasnass - 1,763 474 3.719
I1linois seveevnenvenssns cieernensens. 2,295 391 5.870
Indiana .veevisnnnesrevesanrananeaee 965 447 2.159
IOWaA vevse. Cheegeaseassenesenans veee 1,167 592 1,971
Kansas .vevevee. N censaes 1,831 454 - 4.033
Kentucky cvuvveevncesnonasannansanas 885 358 2.472
Louisdana voveveescasrarrrvonsannnans 892 499 1.788
Maine ..... S et iaasere ettt aans 1,555 _ 229 6.790
Maryland cueiievavvevonnans eeesssees 1,037 635 1.633
Massachusetts seeeass sesuearessasnes, 1,281 515 2.487
Michiganm .veieencecircnvesonnas veene 1,364 491 2.778
Minnesota seesrsesevevennns B T0 & 370 2,441
Mississippi suvvvvvannnannses ceaeees - 825 283 2.915
Missouri seveerearieneossasecenennns - 1,699 213 7.977
Montana (Average of groups) «....... 1,716 539 : 3.184
Nebraska (Average of groups) ....... 1,175 = 623 1.886
Nevada sesvvvieennscacasnsaronsnneee 1,679 746 - 2.251
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] Index between

! High Low high/low

; New Hampshire .uvvieneivanesencononsenns 1,191 311 3.830

E _ New Jersey (1968—69)_................... 1,485 400 3.713

5 New MexXicCO +ivivuvnrrennnavnnecnonnnsnes 1,183 477 2.480

. B L 1,889 669 2.824
North Caroling v.veuiueievecsnsnsonnnens 733 467 1.370
North Dakota (founty averages) ......... 1,623 686 ' 2.336
Ohio vueenriiiii ittt iiiisiensnee. 1,685 413 4,041
Oklahoma ..uivevnnenennnnnsiasenneanneess 2,566 342 7.503
Oregon ..uviiiiuiiiieninnineenannnenanes 1,432 399 3.489
Pennsylvania ...ivvvivininnninenenennnas 1,401 - 484 2,895
Rhode ISland .ovevuinvesesenensnsnnnenenns 1,200 531 2.271
South Caroldna vovivvernnrnrsnsenernnses 610 397 1.537
South Dakota sovesestnoronrennsscoonnses 1,741 350 : 4,974
Tennessee tiveieeiennerasisnrnnnsnsnnnas 700 315 2,432
T eXAS tvierennneracsnenrasunsosansncsass 5,334 . 264 20.205
Utah seneiiniiiiiiitriinreanersnnonenanns 1,515 533 2.842
R =3 11 Y 1,517 357 4,249
Virginia ..ooiveviniiieieniiiiiiinsenns, 1,126 o 441 2,553
Washington v.vveiiriinneiinnncsnnnnnnens 3,406 434 _ 7,848
West Virginia cuvviiiiininninnnmnnennnns 722 502 1.438
Wisconsin siueveanneevonnevansnnnnannns 1,432 344 4.160

WYOMING wvvevrenvrnnsecnsnesnsessenenans 14,554 618 23.553

For New Jersey data are for fiscal year 1969 since fiscal year 1970
data were mot yet available. '

For Alaska data represent revenue per pupil.

"For Montana and Nebraska data are high and low of average for districts
grouped by size. C . “ : o
For North Dakota data are averages of expenditures of all districts:

L S S i e

Y T ANE I

7

. within a county. :

ﬁ Data are not fully comparable between States since they are based

g ~ eatirely on what data the individual State included in their expendi-

ture per pupil analysis.

Source: State reports and verbal contacts with State officials.

R £




NI S S A

s P o i i

TR ki i

CRS-33 -

It seems clear, then, that on any scale of financial gbility or
effort the school districts within all the States except Hawaii display
substantial inequalities. Despite subventions by the State and Federal

governmenfs, it appears that the amount of money avallable to school

districts for the support of educational services continues to depend on

the wealth of the district as measured by local taxable property. This
conclusion is supported by the Briley and other major studies, as well
as by the statistics revealing the high proportionlof school funds’de—'
rived from local property taxes. I; is less clear, however, what other
conclusions can be drawn from the evidence of persis;ing discrepancies

in lécal district financial cépabilities. One problem of assessing thesg
differentials is the Fendency of'one measure to qaﬁcel out anotheri for
examplé, when poor districts tax‘themselyes at‘higher.rates.than richer
districts, the effect is to temper the.variatiqns in3§;£ual expenditures
which one woﬁld expect to find iftall distrigts;éxpeﬁded tﬁe same effort.
| The first question which arises concé;ns the relationship between
poor districts and poorlpeoplé.._James W. Guthrie and his assoclates, in
a stﬁ&y based on data from the State of Michigan, largely for the year

1967, show that low socioeconomic status is correlated with low levels of
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avallable resources and actual expenditures per pupil, and below average

ARG & el g 2t

performance on a wide variety of more specific measures of the quality

of educational services. 40/ There seems to be general agreement that

ey

poor districts contain for the most part poor people, but that the rela-
tionship is not exact. One explanation for the exceptions that do occur
; 1s the inclusion of {ndustrial property in the local tax base wﬁich is

¢ L - ' .

g T almost universally used as the measure of local district wealth and

financial ability. Although there is probably a strong correlation

A e

between the socioeconomic status of ‘a district's residerits and the ag-
: gregate value of personal property in the district, and partiCulayly the
; value of houses in the district, there would not seem to be such é close
ﬁ relationship between the status of residents and the presence of industrial

property. The freakishly high wealth of some districts seems to be ex-
 plained, in fact, by the presence of very highly-valued industrial propertyl

in districts with few children to educate —- but these children are perhaps

more likely to be relatively pbor tﬂan rich, given the industrial nature

of the neighborhood.

%07

Guthrie, James W., George B. Kleindorfer, Henry M. Levin, and Robert
T. Stout. Schools and inequality, Cambridge, Massachusetts, 1971:.

pp. 112, 116. '

i T ol
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A more general problem in aésessing the significanceof the observed
variations in district wealtﬁ and expenditures stems from the variations
in the types and extent of services besides education which must be financed
by local governments from the same property tax‘resources; It is generally
recognized that the large central cities must provide more extensive ser-
vices te their residents in the areas of health, welfare, transp&rtation
and the like than the suburbs which surround them. At the same t"ime, the
costs of providing equal services are likely to be significantly higher
in the city than in surrounding areas. These factors give rise to the
phenomenon known as "municipal overburden.” To the extent that central
cities must finance this overburden from the same local tax resources
which support the local contribution to education, the.use of a simplé
measuré such as assessed valuation per pupil systematically overstates
therfinancial capacity of the city. Various studies have documented the
effects of this municipal overburden. Guthrie and his associates show in
their study that the citizens of Detroit "pay lower taxes for schools than
do suburban residents, but when their total property tax rate reéulting'
from municipal overburden is taken into aécount,_they pay more than their .

41/ <
nearby neighbors outside the ecity limits."™ Findings such as these have

led some observers to suggest introducing a different wealth criterion or

devising some correction factor for existing formulae to take into account

the differing levels of non-educational regponsibilities. Other observers

" feel, however, that the problems of municipal overburden should be handled

directly, by state or federal aid to cities for those special services which

‘they must provide. It should not be handled, they feel, by the indirect

method of aid to education.

&7

Ibid; pp. 118-122,
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School districts also differ in the nature of the students whom they

‘must educate. These differences stem not only from inherent variations

in the capabilities of individual étudents but also from the value of
non-school educational experiences from which the children have benefitted.
Guthrie and hié associates, for example, attempted to estimate the value
of the educational services provided children of different socioeconcmic

backgrounds by their mothers, their families, and:their social envifon-

ment. 42/ The National Educational Finance Project devpted.much of its
effort to.the attempt to devise a system bf weightings,which would'realis-
E _ ticélly reflect the differential costs associated with different types of
students. To.the exteﬁt that‘the harder to edudate childreﬁ are evenly |
distributed améng School'districts, theirlpteseﬁce does not affect the

‘relative financial positioﬁs of the districts. However, there is strong

Yagl oo

evidence that the students with the greatest educational disadvantages

AL et

afe not randomly aistributed, but rather tend to be concentrated in certain
districts wﬁere ﬁheir preéencé causes a sﬁecial strain on the resources
available for.educétion: They appearlmost-likeiy to be éoncentrated‘in

the central cities, adding.én educétionalldimension to the overburden of
tﬁe central cities. | |

ar
Ibid: pp. 140-144,

i L3 R
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Although less has been written on the educational problems of.rural

areas, these areas also have special demands placed on the resources

available for education because of the dispersion of their pupils, in-
creased costs associated with small, less efficient school systems, and
related causes. Many of these areas are also among the poorest in their
States in terms of assessed valuation behind each student. Whatever the -
excess educational and non-educational burdens borne by the central cities,
they appear to remain in most States above average in property Qealth per
pupil. Studies in California and New York, for instance, have éhown that
New York -City, Los Angeles, San Francisco and other large cities exceed

ﬁhe State average valuation per pupil in'ADAQéé/Phyllis Myers, an associate
editor of City magazine, citing evidence prepared by the New York State
Commission on the Quality, Cost and Financing of Elementary and Secondary
Education (the Flgischmann Commission), states that ﬁevery sizable city

in New York State falls_above the st#te-wide median in wealth as measured

by property value per student in average daily attendance" and that the

| ‘ 44/
really poor areas are those along the St. Lawrence River in .upstate New York.™
U.S5. Congress. Senate. Op.cit.: 6844-46.
44/

Myers, Phyllis. Second thoughts on the Serrano case. City, v.VS,-
. Winter 1971: p. 40. - o : :
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The‘complex situation of the greatjcentral cities, whose relative
.wealth may not‘be able to compensate fof the greatly unequal overall
burdens which they must bear, highlights the difficulty in determining
whether the unquestioned variations in the measures of fiscal capacity
and effort 6f the natioﬁ's school districts represent systematic discrim-
ination against'certain areas or certain types of school districts, or
whether they result from essentially chance variations. Eveﬁ if the discrgpan-
cies can be shown to occur in a systematic fashion In favor of certain
types of districts and to the detriment of others, the question remalns
whether such discrimination is intentional or 1s merely an epiphenomenon
of other observable differences between the various types of districts.
There seems to be conside}able disagreement among the researchers.on
these points, although much of the disagreement seems to stem from the
widely differing criterla used by different researchers in coming to
their conclusions. Roe Johns and James A. Burns report in volume four

of the NEFP that— 43/

The central city or core city districts have a greater
valuation of property per pupil than any other class. of
school districts. The central city school districts are
followed in order of valuation of property per pupil by
the suburban districts, the indepandent city districts
and the rural districts.

Richard Rossmiller, conversely, in another study prepared for the NEFP ‘

using eight categories of school district ranging from "core city" to

457

National Educational Finance Project. Vol. 4: pp. 205-206.
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"rural," concluded that the effects of local property valuation on fiscal
capacity of school districts were not systematically discriminatory, but

that reliance on this indicator concealed significant variations in fiscal

46/
capacity according to other indicators: —

No significant variation was found between the categories
of school districts compared in this study with regard to
fiscal capacity as measured by the market value of property
per pupll in average daily membership. Similarly, the vari-
ance in property tax rate between the categories compared was
barely significant at the .05 level in 1962 and was not signi=
ficant in 1967.... Revenue from property taxes per pupil in
average daily membership was not a major contributor to the
variation between the categories of school districts compared,
except in the comparison of school districts in the developing
suburb category with school districts in the small city category.....
If, however, indices of consumption and income (such as retail
sales and effective buying income) are applied as the criteria for
judging fiscal equity, then marked differences existed between
several of the categories compared in the study with Tegard to
both the fiscal capacity and the sources of revenue of school
districts, municipalities, and counties. Effective buying income,
expressed on either per capita or per household bases, was the
major source of variation between the school district categories
compared with regard to fiscal capacity. '

Briley's study in the NEFP concludes that "throughout the United States the
differences among districts in the revenue available per child are not

nearly as great as thev would be, simply because in many States the districts

46/

—

National Educational Finance Project. Vol, 3; Pp. 395-~396.
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of the.least wealth are making a mﬁch greater effort iﬁ proportion to
abllity than the districts of the greatest wealth n 47/ ‘ o oo
These NEFP studies, all of which were made on the basis of broad |
national samples, must be welghed against numerous studies of individual
‘large cities and their immediate suburbs. The argument that the central
cities regularly suffer discrimination compared to other districts appears
strongest when the amount of momney actually spent on each child is the
variable. The case can be strengthened, moreover, because expenditure
figures can more readily be related to estimates of the differing educa-
tional loads éssociated with concentrations oflhigh—cost children. The
following table,'prepared by'the'Adviéo;y Cdmmission on Intergovernmental‘
Relations, compares total,‘educational, and non-educational expenditures
of the central-city and non-central—éity portions of the nation's 37
.largest standard metropolitan sfatistical‘areas. In every case the non-
educational expenditures of the central city are substan;ially large® than
those of its suburbs, The result is that, despite the generally larger
revenues available to the centrai city, the suburbs are actually able to

spend more on each student than the central cities: 48/

47/

~— National Educational Finance Project. Vol 4: op. 111,

48/ U.S. Conpress. Senate. Select Committee on Equal Educational Opportuﬁity.
Equal educational opportunitv. Part 7: Inequality of economic resources.,

Hearings. 91st Congress, 2nd sess. Washington, 1970 Hearings held
September 30, October 1 and 6, 1970. P. 3552,
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4 TABLE |.—PER CAPITA, TOTAL, EDUCATION, AND NONEDUCATION EXPENDITURES, 37 LARGEST SMSA'S, CENTRAL
CITY AND OUTSIDE CENTRAL CITY AREAS, 1966-67
Noneducation
Total expenditures Education expenditures expenditures
Qutside Qutside Outside
Contral city centralcity Central city central city Central city central city
! . Northeast:
Washington, D.C................ $564 3316 $148 $179 3416 37
Baltimore, Md x 75 2 174 168 251 118
44 Boston, Mass. 482 321 92 137 390 184
Newark, N.J .. 540 390 169 144 m 165
Paterson-Clift 270 273 97 151 173 122
BuMtalo, NY., 392 372 128 207 264 16%
Hew York, NY 518 520 146 260 72 260
Rochester. NY 499 403 158 265 341 138
Philadelphia, Pa 293 255 126 139 167 116
Pillsburgh, Pa. . 319 32 104 137 215 95
Providence, RI.... 24| 20| 94 109 147
Alverue ..................... (408) (317) (126) - (160) (282) (145)
west: ; i
; Cheage Ml cnvini b 33 234 103 155 236 79
4 Indianapolis, Ind..... ... .. 312 268 139 173 173 95
i Detrolt Mieh. .o 2wl i 362 352 130 2 232 143
S Minneapolis-St. Paul, Minn_.. ... 369 424 113 231 256 193
a Kansas City, Mo........... : 303 238 137 127 166 111
b St. Louis, My, . __ 295 266 133 146 162 120
- Cincinnati, Ohio. 450 200 201 107 b 259 93
4 Cleveland, Ohio. . 328 282 132 144 196 138
N Columbus, Ohio.. 299 267 111 162 188 105
o Darlnn. Ohio 353 228 161 132 192 96
g Milwaukee, 416 . 383 151 165 265 21
i Sk Average._. (349) (286) (137) (159) (211) (126)
uth :
Miami, Fla_..... 346 281 136 136 210 . 145
Tampa-St. Petersbul 305 - 216 113 113 192 103
Allanta, Ga_....... 316 279 134 154 182 125
Louisville, Ky_..... 284 250 126 161 158 89
New Orleans, La_.... 233 o318 93 143 140 175
Dallas, Tex.......... 219 - 290 81 177 128 113
; Houston, Tex........ 260 326 113 230 147 117
San Antonio, Tex..... & 204 208 101 145 03 63
Sk RYBOARR s (271) (271) (113) (155) (158) (116)
est:
Los Angeles-Long Beach, Calif... . 454 376 164 184 290 192
San Bernardino-Riverside-Ontario,
California............. 471 435 202 219 269 216
- San Diego, Calif...__.___._ ... 383 391 135 209 248 182
i San Francisco-Gakland, Calif.__ .. 486 463 131 216 355 247
Pl eV OBl L L 342 278 131 164 211 114
Portland, Orag. 378 - 256 150 172 223 84
Seattle, Wash 326 376 7 226 159 150
Average._ (406) (368) (149) (199) (257) (169)
Unweighte
SMSA's. 363 308 136 170 230 138
Source: ACIR compilation,
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Thé complexity and scope of the foregoing data make firm conclusions

regarding‘the existence of discrimination among types of school districts

LA B

impossible, but certain conclusions can tentatively be set forth. First,
: it seems clear that at least some significant variations in the fiscal
resources aéailable to school districts are the result of randon, idiosyn-
'% cratic variations in factors essentially unrelated to education. The most
important of these factors is probably the location of highly-valued in-

4 _dustrial or commercial property, which produces large amounts of local

: property~tax revenue for the districts which contain the property without

'; - necessarily having any effect on the educational services required by those

districts. Any groupipg of échool districts -~ whether by State, by distriet
size, by metropolitan status, or any other criterion -- is bound to blur

4 the extremes of such idiosyncratic variations and reduce the total variation
| ip fiscal resburces observed for various school districts. On the other
hand, there do seem to be several factors tending to cause regular varia-
tions in fiscal capacity émong idgntifiable groups of school districts.
Central city school districts would seem, on the whole, to suffer from
abrelatively high educational burden compared with the resources actually

available to pay for educational services. Part of the overburden stems

from the uhderlying financial and social characteristics of the cities

ik B e

Ty
\
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discussed above. Part comes from special legislative restrictions placed on

the cities but not other districts. One expert has pointed out that in

many States the only school districts which must pay for employee retirement
: : “494

systems are the largest districts in the State. — In some States the

largest city or cities are placed under a special limitation on the tax

rate which they may levy. 20/

There is some evidence that State school

ald formulae, devised originally to compensate rural distric;s for their
poverty relative to the rich cities, now discrimina;e aga;ﬁs: the needy"
cities ih favor not only of the poor rural aréas but also;in favor‘of the
relatively wealthy suburbs. The persistence of low e#pgﬁditure.levgls in
the core cities despite above-average property.wealth and tax lefies lends
support to such arguments. Lastly, however, it should be kept in mind that,
even if one concludes that the central cities do indeed suffer discrimination
vis a‘vis the suburbs, their position relative to poor rural areas is less

clear; also, there is evidence that the suburbs reveal substantial variations

among themselves.

%97

Urban Education Task Force. The urban education task force report! _
final report of the task force on urban education to the Department of
Health, Education, and Welfare. New York, 1970: p. 55.

50/ .

U.8. Congress. Senate. Equal educational opportuhity. Part 16:
Pp. 6661-62. :
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b. Inequelities among States

The States, like the individual scﬁool‘districts within each State;
differ substantially among themselves oe most: measures of wealth, effort,
and expenditures on education. |

Since the-States, unlike the majority of local school districts, can
levy taxes on sales and incomes, measures such as personal income or volume
of retail sales may broviee a better indication of a State's fiscal capacity

than taxable property wealth. According to -the National Education Asso-

ciation's Rankings of the States, 1971, the personal income per capita ranged
from a high of $4;595 in Connecticut to a low of $2,218 in Mississippi in
1969; sixteen States exceeded the national average of $3,687 (See table 1,
following). The National Educationel Finance Project made a study of the
rankings of the fifty States according tolseveral-different income measures
which might appear the most appropriate in measuring a State's ability

to finance education. ERY First, the NEFP deflated personal income in each

State by $750 per capita and by the actual Federal income tax paid, arguing

that the resulting 'net personal income" more accurately reflected the per~

‘sonal income resources actually available to the State for taxation (See

table 2). The NEFP then turned to measures of personal income per child in

National Educational Finance Project. Vol. 5: pp. 66-77.
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average daily attendance and per child of school age, since some observers

hold these measures to be more closely related to the educational load

borne by the State. Income per child of school age reflgcts the different
age distributioné of different States. The national average was.$14,013.

in 1969, with a high of $18,547 (New York) and a low of $7,697.(Mississippi).

Compared with the ranking for per capita income, the rankings on this measure

_show that six States (Alaska, Arizona, Minnesota,'New Mexico, Utah and

Wisconsin) dropped five or more places while seven (Florida, Maine, Missouri,
Oregon, Pennsylvania, Rhode Island and Tennessee) rose by five or more places.
Income per child in average daily attendance "markedly affects the apparent
fiscal capacity of States or school districts in which. @ High percentage

of the children attend nonpublic schools or which have'a substantial number

‘of children who are not in school”. The national average on this measure

was $17,615 in 1969, with. a high of $25,976 in New York and a low of $9,977
in Mississippi. Fifteen States exceedéd the national average. The rankings,
compared to those for income per school age child, show that seven States

(Caliﬁbrnia, Florida, Indiana, Maine, Nevada, Oregon and Washington) rank

~ five or more places lower while seven States (Hawaii, Kansas, Kentucky,

Louisiana, Missouri, New Hampshire and Wisconsin) stand five or more places

higher (See table 3).
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The combined effort éxpended by the State and local governments in
the various States in support of educational and other governmental ser-

vices can be measured in a number of ways. - Defined as the percentage

ki ik ankde e s i d Lk

of net State personal income devoted to public school revenues, State/

local efforts vary from a low of 5.00 percent (ﬁebraska) to a high of

8.90 percent (New Mexico), according to the National Educational Finance
Project. BSince the States also differ with respect.to the‘amount of their
revenues devoted to education, it is useful to look at measures of

é  their gengral financial effo;t. Wyoming devoted 25.65-pef§ent of its

'; net personal income to State/local governmental revenues in 1969 while
Illinois allotted only 14.&1-perceht; but Wyomiﬁg devoted only 25.21 peréent
; of its State and local revenues to the suéport.of'education, less than any
f% other State, while Utah, at the other extreme, spent 39.73 percent of

its revenues on education (See Table 4).

s e Midam” ¥ _mA

E ' In assessing these figures on State and local financial capacity
~and tax effort, it should be kept in mind that States, like school dis-

tricts, differ in the mix of their personal and corporate resources and in

their ability to pass on the incidence of their taxes to non-residents.
Some States have relatively high proportions‘of corporate income compared

to personal income; others are able to use such taxes as mineral severance

L TR A Ty LR A e
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~ taxes or business taxes on out-of-State companies to pass on a significant
portion of théir tax burden to outsiders. In Louisiana, for example;
almost 30 percent of State tax revenues came f;om geverance tﬁxaa in 1970.’5—%/;
"Any successful passing on of taxes will affect the.tax burden actuaily borne
by the residents of the State.
The varying wealth and the varying efforts of the States vielded, of
course, different amounts of revenue to support each schoql child. The
NEA estimates that in 1969-70 New York received a total ‘of $1,458 per pupil
1. in average daily attendance wﬁile AlaBama got only $5§2; the national average
~ of $904 was exceeded by 20 States (See table 6). - “
Finall&, the actual expenditureé pe( pupil in ADA for current operating
expenses'raﬁged in 1969-70 froﬁ a high of.$1,250 in New York to allqw of |
$461 in Alabama, with a.national average of $773 exceeded by 19 States. The
national average rose to $868 in 1970-71 and is expected to reach $929 in

1971-72 (See tables 7, 8).

52/

U.S. Bureau of the Cemsus. State tax collections in 1970. Series
GF 70-1. Washington, 1970: pp. 20-21,

N e ian et b i i
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The following tables give State-by-State breakdowns of selected

measures of financial capability, effort, aﬁd,expenditﬁres. They are

drawn from the National Education Association's Rankiﬁgs of the States,

1971 and its Estimates of School Statistics, 1971-72, and from the Na-

tional Educational Finance Project's Alternative Programs fof Financing

Education.




TABLE 122/

52-PER-CAPITA PERSONAL IN-
COME, 1969

Connccticut $4,595

o ks
2% Alaska 4,460
3. Nevada 4,458
4, New York 4,442
5. California ; $ 4,290
6. lllinois 4,285
7. New Jersey 4,241
B.  Massachusetts 4,156
9.  Dclaware y 1,107
10. Maryland 4.073
11, Michigan 1.994
12, Hawaii 3,928
13.  Rhode Island 3,858
14, Washington 1,848
15.  Ohio 3,738
16.  Indiana 3,687
UNITED STATES 3,687
17.  Pennsylvania 3,659
18.  Minncsota W63
19.  Wisconsin J6a2
20. Ncebraska 3,000 |
21. Colorado AR AL
22.  Orcgon A573
23, lowa 3.549
24, Florida = 925
25, Kansas 3,488
26. Ncw Hampshire 3,471
27.  Missouri 3,458
28. Arizona 3,372
29, Wyoming 3,353
30. Virginia 3,307
31,  Texas 3,259
32. Vermont ! 3,247
33. Montana 3,130
34. Georgia 23,07
35. Maine 3,054
36, Oklahoma 3,047
37. South Dakota 3,027
38. North Dakota 3,012
39.  Utah 2,997
40. ldaho 2,953
41, New Mexico 2,897
42, North Carolina 2,888
43, Kentucky " 2,847
44, Tecnnessee 2,808
45, Louisiana 2,781
46.  South Carolina 2,607
47.  West Virginia 2,603
48.  Alabama 2,582
49.  Arkansas 2,488
50.  Mississippi 2,218

“The figure for Alaska should be re-
duced by 30 percent to make the pur
chasing power generally comparable to
figures for other arcas of the Umted
States.

Source: ULS. Department of Commorce,
Regional Economics Division. St ind
Regional Personal Income in 1969 Ao
vey of Current Business 50: 3341 Au
gust 1970. p. 35.

CRS-49

Table 52

Personal income: state personal income
is the current income reccived by resi-
dents of the states from all sources, in-
cluding transfers from government and
business, but excluding transfers among
persons. It is a before-tax mcasure. The
total includes non-monctary income or
income received in kind. The figures in-
clude income of individuals and also in-
come of nonprofit institutions, private
trust funds, and private pension, health,
and welfare funds.

53/ National Education Association. Rankings of the States, 1971.
Washington, 1971: p. 30.
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TABLE 294/

= TABLE 4-1
NET PERSONAL INCOME IN 1969 AFYER DEDUCTION OF AN ALLOWANCE FOR
Basic EXPERDITURES ($750/CAPITA) AND FEDERAL INCOME TAX PAID»

Net Personal
Gross Nrt Income Per
Pernonal Personcl Capite da a
Income Inrome Percentaga of
Per Cajil Per (Tam’tﬁ Persanal Income
State {Dallars) Rank EDollars Rank Per apita Ronk
Alabama $2,566 45 $1,605 48 62.55 48
Alaska : 4,511 . 2 3,369 1 74.68 1
Arizona 3,336 29 . 2,261 29 67.68 27
Arkansas 2,620 49 1,582 49 §2.78 47
California 4,272 7 3,098 3 72.47 2
Colorado . 3,568 21 2,492 22 60.84 20
Connecticut 4,537 1 3,209 2 70.73 . 8
Deiaware 4,013 10 2,781 10 69.30 24
Florida 3,427 . 28 2,338 28 68,22 30
Georgia 3,040 a6 2,031 37 66.81 38
Hawaii ’ 3,869 13 2,689 12 70.60 ]
idaho 2,857 42 1,875 442 - £5.63 43
Hlinois 4,310 h. 3,677 4] 71.39 5
Indiana 3,691 16 2,679 17 69.87 19
Town 3,617 24 2,47 23 70.43 11
Kansan 3,632 23 2,493 21 70.58 10
Kentucky 2,850 43 1,871 43 6665 42
Louisiana 2,781 45 . 1,784 45 64.15h 45
Maine . . 3,039 31 2,029 38 G6.77 39
Maryland 4,605 ) 2,864 9 69.94 16
Maszachusetta 4,138 8 2,946 8 71.19 G -
Michigan 3,944 11 2,767 11 70148 13
Minnesota 3,608 20 - 2,h38 19 70.34 12
Mississippi 2,192 50 1,292 5G 58.94 50
Migsouri . 3,459 26 2,373 26 68.60 23
Montana © 3,124 33 2,127 33 68.09 31
Nebraska 3,643 19 2,580 16 70.82 7
Nevada 4,359 4 3,138 4 - 71,99 3
New Hampshire 3,474 25 2,365 27 68.08 32
New Jersey 4,278 8 2,682 i 69.94 16
New Mexico 2,893 40 1,909 40 65.99 40
New York 4,421 3 3,170 3 71.70 4
North Carolina 2,890 41 1,907 41 65.99 40
North Dakota 3,011 38 2,049 36 68.05 33
Chio 3,779 14 2,633 15 69.67 21
Oklahoma 3,065 34 - 2,066 a5 67.08 36
Oregon 3,565 22 2,473 24 69,37 22
Pennsylvania 3,664 17 - 2,538 18 - 69.27 26
Rhode Island 3,788 15 2,644 14 69.58 15
South Carolina 2,581 47 1,623 47 62.88 46
South Dakota 3,052 35 2,105 34 68.97 26
Tennessee 2,810 44 1,806 44 64.27 44
Texas © 3,254 32 2,181 3z 67.33 35
Utah 2,994 39 2,008 39 67.00 37
Vermont 3,267 31 2,239 30 68.53 29
Virginia 3,293 30 2,222 31 67.48 34
Washington 3,835 12 2,686 13 70.04 14
Weat Virginia = 2,610 48 1,628 46 62.38 49
Wisconsin 3,647 18 2,649 18 69.80 18
Wyoming 3,445 27 2,388 25 69.32 23
UNITED STATES 2,676 2,656 69.65

*Adapted from Roe L. Johns and Oscar A. Hamilton, Jr., “Ability and
Effort of the States to Support Public Schools” {Gainesville, Fla,: National
Educational Finance Project, 1970), 15pp. (Mimeo)

b/ Gross personal income: excludes taxable corporate income.
1 © ¢/ Net personal income: gross personal income deflated by
; $750 per capita and by actual federal income taxes pald
B to provide estimate of taxable personal income in the state.

54/ National Educational Finance Project, vol. 5: p. 68.
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TABLE 352/

- * TABLE 4.2

COMPARISON OF PERSONAL INCOME PER ScH00L AGE CHILD (5-17), AND
PERSONAL INCOME PER CHILD IN AVERAGE DAILY ATTENDANCE, 1969

= . - Personal ' Peraonal Net

Incame Inconte Income :
. - Per School Per Child Per Child .

State : " Age Child" Rank in ADA®  Rank in ADA Rank
Alabama - 9,626 46 11,731 46 7,210 49
Alaska . 13,674 19 17,354 18 . 14,027 B
Arizona 11,675 34 - 14,581 30 10,299 30
Arkansas 0,489 . 47 11,983 . 456 7,429 45
California 16,G95 b 18,032 11 14,231 7
Colorado 13,256 25 15,126 28 10,768 27
Connecticut 18,305 2 23,166 2 16,917 2
Delaware 14,886 12 18,358 8 13,062 13
Florida 14,050 16 17,061 21 11,694 23
Georgia 11,303 35 - 13,981 33 9,304 35
Hawaii 13,909 17 18,276 10 13,263 i1
Idaho 10,495 42 12,324 44 7,800 43
Illinois 16,618 -6 22,814 3 16,567 4
Indiana 13,802 18 16,540 24 11,733 22
Towa-t 13,248 26 15,806 25 11,085 25
. Kansas 13,272 24 17,215 19 12,253 10
Kentucky 10,788 a9 14,201 32 0,410 34
’ Louisiana 9,705 45 © 13,409 37 8,386 42
. Maine 11,714 a2 13,174 40 8,000 37
Maryland 15,229 9 18,801 B 13,748 ° 10
Massachusetts 16,757 4 21,355 6 15,438 5
Michigan 14,437 13 17,601 16 ‘ 12,414 17
Minnesota 13,044 27 15,547 26 11,072 26
Mississippi 7,697 50 9,977 50 5,624 50
Missourt 13,528 20 17,751 15 12,403 18
Montana 11,138 36 13,424 36 9,111 36
Nebrasks 13,514 22 16,645 22 11,870 21
Nevada 16,296 i 17,960 12 13,132 12
New Hampshire 13,627 21 17,762 14 12,649 14
New Jersey 17,087 3 22 470 4 16,654 3
New Mexico 9,025 49 10777 . 49 7,224 48
New York 18,547 1 25,976 1 18,772 1
. North Carolina 10,979 37 13,610 a5 8,926 39
o . North Dakota 10,523 41 13,046 41 8,932 38
Ohio 14,061 14 17,872 13 12,637 15
Oklahoma 12,227 30 13,948 34 9,502 - 32
- Oregon 14,017 16 16,626 23 11,652 24
Pennsylvania 14,937 11 . 19,797 7 13,861 9
Rhode Island 15905 ' 8 21,537 b 15,223 8
South Carolina 9,259 48 11,691 47 T.242 47
South Dakota 10,612 40 12,461 43 8,834 40
Tennessee 10,937 38 13,384 38 8,617 41
Texas 11,700 33 14,988 29 10,250 - 31
Utah 9,788 44 10,858 48 7,351 46
Vermont 12,509 29 14,565 a1 10,489 29
Virginia 12,667 28 15,385 27 10,558 28
Washington 15,049 10 17,121 20 12,052 20
‘West Virgnia 10,453 43 12,758 42 7,785 44
Wiscongin 13,359 23 17,432 17 . 12,666 - 16
Wyoming 11,791 31 13,199 39 9,453 33

U. 8. 14,013 17,615 . 12,400

‘Adapted from Research. Division, National Education Associstion,
Ranlkings of the States, 1971. Research Report 1971-RI {Washington, D, C.
the Association, 1971}, p. 32. ) : ‘

b/ Net income: personal income deflated by §750 per capita
and by actual federal income taxes paid.

ﬁj/' Ibid: p. 70.
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EFFORTS OF THE STATES T0 SUPPORT STATE AND LOCAL GOVERNMENTAL ! |
FUNCTIONS IN RELATION To THEIR FiscAL CArAcITY, 1069*

State an-t f.
Levenud tor

General Elementars
Revenue aned Nerovddur
General State and of State Elementary Edurat v as
Revenue Local and Local and Secondary @ [leress e

of Stale Revenuc for Governments Education of Gever

and Loral Elementary cs G . as a Reevenss -4
Net Governments and Percentage Percentage State and 1.

Peraonal From Own Secondary of Net of Nel finrerpsent

Income d Sources® Education® Personal Pernonal From thin

State (8 Millions) {$ Milliona) (§ Millions) Income Income Keres <
Alabama 5,669 1,122 312 19.79 (22) 5.50 (43) 27.81 (47
Alaska 950 183 59 19.26 (27) 6.21 (30) 12,24 (42)
Arizona 3,879 826 209 21.29 (11} 771 ( 6) 36.20 116
Arkansas 3,167 584 104 18.50 (30) 6.15 (31) 33.22 25
California 60,198 12,822 3,900 21.30 (10) 6.48 (23) anA42 (i)
Colorado 5,233 1,052 346 20.10 (20) 6.61 (19) 3289 (2R
Connccticut 9,626 1,394 h43 14.48 (49) 5.64 (41) "AROH l:
Delaware 1,502 281 108 18.71 (28) 7.19 (11) 3843 ( 7
Florida 14,857 2,740 941 18.44 (31) 6.33 (27) 34.34 (24
Georgia 9,425 1,685 541 17.88 (34) 5.74 (38) 3211 (44
Hawaii 2,135 466 ; 136 21.83 ( 7) 6.37 (26) 20.18 (15
Idaho ; 1,346 298 96 22.21 ( 6) 7.13 (13) 32.11 (34,
Illinois 33,992 4,858 1,831 14.41 (50) 5.39 (45) - 37.38 (10
Indiana 13,197 2,179 864 16.561 (43) 6.55 (21) V8965 (N2
Towa 6,889 1,352 484 19.63 (23) 7.03 (14) 35.80 (17
Kansas 5,787 1,034 386 17.87 (3h) 6.67 (17) 37.33 (12
Kentucky ‘ 6,046 1,171 347 19.37 (24) h.74 (38) 20.63 (12
Louisiana 6,681 1,647 498 23.16 ( 5) 745 ( 9) 32.19 (43
Maine 1,984 3569 128 18.09 (32) 6.45 (24) 35.65 (20
Maryland 10,784 1,879 729 17.42 (38) 6.76 (16) 38.80 ( 6
Massachusetts 16,107 2,841 840 17.64 (37) 5.22 (48) 29.57 (43
Michigan 24,258 4,694 1,663 19.35 (26) 6.44 (25) 33.30 (26
Minnescta 9,391 1,954 691 20.81 (15) 7.36 (10) 35.36 (21.
Missizsippi 3,048 7863 239 25.03 ( 3) 784 ( 5) 31.32 (37
Missouri 11,036 1,758 609 15.93 (44) 5.52 (42) 34.64 (22
Montana 1,476 312 119 21.14 (12) 8.06 ( 3) 38.14 ( 8
Nebraska 3,739 693 187 18.53 (29) 5.00 (50) 26.98 (49
Nevada 1,434 285 85 19.87 (21) 5.93 (33) . 29.82 (41
New Hampshire 1,696 263 91 15.51 (47) 5.37 (46) 34.60 (23]
New Jersey 21,834 3,406 1,248 15.60 (46) 5.72 (39) 36.64 (1]
New Mexico , 1,898 473 ‘ 169 24.92 ( 4) 8.90 ( 1) 35.73 (18]
New York 58,080 . 12,472 4,057 2147 { 9) 6.99 (15) 32.53 (31
- North Carolina 9,924 1,721 585 17.34 (39) 5.89 (35) . 33.99 (24
North Dakota 1,260 322 90 . 2bb6 ( 2) 7.14 (12) ., 27.95 (46
Ohio 28,278 4,196 -+ 1,499 14.84 (48) 5.30 (47) 35.72 (19
Oklahoma ; 5,280 1,022 299 19.36 (25) 5.66 (40) + 29.26 (44]
Oregon 5,025 1,025 403 20.40 (16) 8.02 ( 4) 3932 ( 3
Pennsylvania 29,954 4,739 1,842 - 15.82 (45) 6.15 (31) 38.87 ( 5!
Rhode Island 2,409 403 124 16.73 (41) 5.15 (48) 30.7T (29
South Carolina 4,370 786 201 17.99 (33) 6.66 (18) - 37.02 (13
South Dakota 1,387 302 82 21,77 ( 8) 5.91 (34) « 27,15 (4R
Tennecssee 7,196 1,284 422 17.84 (36) 5.86 (36) 3287 (29
Texas 24,513 4,086 . 1,331 16.67 (42) 5.43 (44) : 32.57 (30
Utah 2,006 443 176 21,14 (12) 8.40 ( 2) 38.73 (1
Vermont 983 198 74 20.14 (19) 7.63 ( B8) 37.37- (11
Virginia 10,374 1,796 652 17.31 (40) 6.28 (28) 36.30 (15
Washington 9,137 1,845 571, 20.19 (18) 6.25 (29) 30.95 (38
West Virginia 2,961 602 226 20.33 (17) 763 ( 7) 37.64 ( 9
Wigconsin 10,792 2,262 713 20.96 (14) 6.61 (19) 31.52 (36
Wyoming 764 196 50 25.65 ( 1) 6.54 (22) 25.51 (50

TOTAL U. S. - 514,043 95,011 32,069 18.48 6.24 33.76

*SOURCE: R. L. Johns and Oscar A. Hamilton, Jr., “Ability and Effort of the States to Support-Education” (Gair
ville, Fla.: National Educational Finance Project, 1970), 16 pp. (Mimeo)
. s. Department of Commerce, Bureau of the Census, Governmental Finances in 1968-69, G.F. 69, No. 5.
*National Education Association, Research Division, Research Report 1969 R-15, Estimates of School Statistics, 1+
70. |

d/ Net personal income: personal income deflated by $750 per capita
and by actual federal income taxes paid. -

56/ Ibid: pp. 74-75.
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TABLE 532/

CRS8-53

SUMMARY OF DATA CONCERNING FISCAL CAPACITY AND TAX EFFORT OF THE STATES

General

Revenus of

Governments

Stais and
Local

From Oxn

State and -

Locel

Revenus for
Elsmentary
and Secondary
Education as

State and Local
Revanus for
Elementary snd
Secondary
Education oa 3
Percentage of

Nut Sourcea as o @ Percentage General Revenue
Peroornal Peraonal Percentage of of Net of State and Local
Income Incame g Net Parsonal Personol eraments
Por Capita Per Capi Income Inecome From Oten Sources
* U.S. Total or Avg. § 5,675 $ 2,556 18.48 6.24 33.75

High State Conn. Alaska Wyo. N. Mex. Utah

Amount 4,637 3,369 25.65 8.50 39.73

Low State Miss. Miss, Iil, Neb. Wyo.

Amount 2,192 1,292 14.41 §.00 25.51

Ratio High-Low  2,07/1.00 2.61/1.00 1.78/1.00 1.78/1.00 1.56/1.00

Five Highest Conn. © Alaska Wyo, N. Mex. Utah

States Alaska Conn, N. Dak. Utah Ind.
N. York N. York Miss, Mont. Ore.
Neavada Nevada N. Mex, Ore. Conn.
I Calif. La. Migs, Pa.

Weighted Avg,,

Five Highest  $ 4,394 $ 3,139 24.18 8.17 39.14
Five Lowest Miss, . Miss, TiL Nebr. Wyo.
States Axk, Ark. Conn. R.L Nebr.
8. Car, Ala. Ohio Masa. 3. Dak
Ala. 8. Car. N.H. - Qhio Ala.
W. Va. W. Va, N.J. N.H, N. Dak

Weighted Avg., ‘

Five Lowest 2,497 1,549 14.84 6.25 27.36

Ratio Highest

to Lowest :

Weighted Avg. 1.76/1.00 2.03/1.00 1.63/1.00 1.56/1.00 1.43/1.00
SOURCE: R. L. Johns and Oscar A. Hamilton, Jr., “Abili - s
Fla.: National Educatiqnal Finance Project, 111.975).. 15b1#)§.r ?nMdinEzfc};?rt of the States to support Education™” (Gainesviile,
&/ Net personal income: personal income deflated by $750 per capita and by

actual federal income taxes paid. S - .
57/ Ipid: p. 76.
}
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TABLE 628/

81-PUBLICSCHOOL REVENUE RE.
CEIPTS PER PUPIL IN ADA, 1969-70
(REVISED)

1. New York $1,458
2. Connccticut 1,242
*3  Alaska 1,199
4. New Jersey 1,159
5. lilinois ) 1,144
6., Hawaii 1,140
7. .Dclaware 1.128
8. Maryland 155
9.  Oregon 1,048
10. Pennsylvania ‘ 1,031
1. Wisconsin 1,015
12, Vermont 981
13,  Washington 974
14, Kansas 964
15.  Minnesota 953
16,  Massachusctta " 938
17, Ncvada 930
18, Rhode Isdand , 927
19.  Arizona . 920
20, Wyoming : 919
UNITED STATES S04
21, fowa 884
22,  Montana - . 878
2}, Colorado 364
24,  Florida © B2
25.  Michigan ; 859
26. - Missouri ‘ 830
27, Virginia 827
28. California . 823
29. New Hampshire 810
30, Ohio 809
31, North Dakota 781
32, New Mexico . 774
33,  Indiana 768
34.  Maine 764
35. Louisiana 763
36. West Virginia 752
37.  Utah 743
38, Ncebraska ' 742
39. . North Carolina 711
40, Kentucky 705
41.  South Carolina 698
42, Texas 596
43, South Dakota 693
44,  Tennessce 639
45, Georgia 635
46, idaho 632
47, Oklahoma 605
48.  Arkansas 600
49, Mississippi 593
50. Alabama 552

*The figure for Alaska should be re-
duced 30 percent to make the purchas-

ing power comparable to figures for

other arcas of the United States.

Source; Nationsl Education Association,

Research Division, Estimates of School

Statistics, 1970-7f, Rescarch Report
1970-R15. Washington, D.C.: the Asso-
ciation, p. 28, 4.

CRS-54

Table 81

Average daily attendance: average of pu-
pils atrending when schools are actually
in session.

Revenue receipts: includes all revenue re-
ceipts available for expenditures for cur-
rent expenscs, capital outlay, and debt
service for public schools, including all
appropriations from gencral funds of
federal, state, county, and local govern-

ments, receipts from taxes. levied for -

school purposes, income from perma-
nent school funds and endowments, in-
come from Jeases of school lands, inter.*
est on bank dcposits, tuition, gifts, ctc,

Amounts which increase the school in- '

debtedness or which represent exchanges
of school property for moncy are ex-
cluded.

82 PUBLIC-SCHOOL REVENUE RE-
CEIPTS PER PUPIL IN ADA, 1970-71

*1. Alaska 51,777
2. New York 1577
3, Connecticut 1,262
4, New Jersey 1,243
5 Wisconsin N L2i2
6, illinms 1.205
7. Hawaii ’ 1,200
8. Dciawarc 1,19%
9. Maryland L158

10, Vermont ‘ L1le

it.  Pennsylvanla =~ 122

12, Oregon L1

i3.  Washington 1.043

14, Kansas 1025

“15. Minnesota 1,022
16,  lowa 1,016
17, Rhode stand 1000

UNITED STATES 982

18, Indianz LIA

19, Arizona : 9516

20, Michigan %54

21, Colorada URY

22, Massachusetts 447

23.  Wyoming 945

24, Ncvada 930

25. Moatana - 927

26.  Virginia 912

27. California 893

28. New Hampshire 892

29.  Louisiana és1

30. Ohio 370

31. Florida 268

32, Missouri ' 862

33, Maine : 833

34,  Texas . 808

35,  New Mexico . 803

36,  Woest Virginia . 798

37, North Dakota 780

38, North Carolina 770

39, South Carolina 759

40,  Utah . 754

41,  Ncbraska 749

42. South Dakota 744

43. Kentucky 740

44.  Georgia 698

45.  Tennessee 670

46, ldaho : 660 -

47, Oklahoma 654

48.  Mussissippi 638

49.  Arkansas 631

50. Alabama 586

“The figure for Alaska should be re-
duced 30 percent 1o make the purchas-
ing power comparable o figures for
ather arcas of the United States.

Source: National Education Association,
Rescarch Division. Estimates of School
Statistics, 1970-7{, Rescarch Repore
1970-R15. Washington, D.C.: the Assor t
ciation, 1970. p, 29 and 35, ‘

58/ National Education Association. Rankings of the states, 1971:
pe 46.
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a TABLE 722/
- - -
ESTIMATED EXPENDITURES FOR PUBLIC SCHOOLS
i -
2
e A : 197071 197172
0 TOTAL CURRENT EXPENDITURES FOR TUTAL CURRENT LXPFNDITURES FOR
PUBLIC ELEMENTARY AND SEC- PUBLIC ELEMENTARY AND SEC-
9 REGION AND STATE ONDARY DAY SCHOOLS REGION AND STATE UNDARY DAY SCHOOLS :
3 AMOUNT (IN PER PUPIL _ PER PUPIL AMOUNT (IN PER PUPIL  PER PUPIL
A THOUSANDS) [N ADA IN ADM : . THUUSANDS] IN ADA IN aDM%
2 1 2 3 A 1 2 3 4
5 50 STATES ANO D.C. $39,589, 764 $929 $867 50 STATES AMD D.C. $36,852,065 3868 3812 Q
3 ! <
5 NEW ENGLAND sevssss 2,274,244 972 902 ; NEW ENGLAND ..vsese 291714210 941 868
CONNECTICUT saaas 6944349 1,130 1,039 CONNECTICUT enues 681,871 14116 1,027
2 KEIME St sdeniienan 185,567 803 756 MAINE ssaseasanes 175,000 767 721
6 MASSACHUSETTS sue 261,059 907 836 MASSACHUSETTS 4.0 925,700 Baz2 809
NEW HAMPSHIWE 127,962 847 795 NEW HAMPSHIRE ess 113,680 781 129
0 RHODE [SLAND 180,670 1,006 960 . HHODE ISLAND «ssus 163,675 960 2 876
VERMONT voveonnnn 124,637 1,208 1,148 VERMONT %ecescens 111,284 14100 14045
. BIDEAST iusnsanasens 9,963, T48 1,273 1,163 MIDEASTavsansnsennse 9,092,081 1,174 1.072
DELAWARE . B 136,900 1,097 14023 25:::::; sessanss ég?’-:;; 1-2?’: : :3;’
MARYLAND ... . 907,719 o7 98 bt - ’
NEW JERSEY +unens 1,735,000 ::za; l.log NEw JEKSEY cevene 1,545,000 1,163 1,046
VNEN. YORK cscosine 4y 645,405 1,468 1,322 NEH‘ YURK ssevssss 4y 336,000 14381 ly264%
PENNSYLVANIA aaas 2,372,690 1,073 14007 PENNSYLVANIA +eus 2,128,057 969 910
DIST. OF CULUMBIA 166,034 1,284 10172 VIST. UF CULUMBIA 149,364 1,134 1,035
‘ SOUTHEAST Fhsvvaiss 6,907,837 736 690 A b L AN R i
ALARAMA .. - 410 4 e it BN ) L
iRl 330,000 o01 n \ ARKANSAS Loouie.. 737,832 578 549
FLORIDA .. . 10153,614 A50 792 : FLORIDA saseeness 10091,942 819 163
GEGRGIA 4+ ‘ 789,377 788 722 :Eﬁ:té:v. f‘l’:'gég :22 2§Z
KENTUCKY oo - 434,000 650 611 LUUISIA'L‘.::::::: 610:1‘13 197 - 138
LOUISTANA cosonss 681,280 867 800 Ll bl s i
MISSISSIPPL weues 312,464 634 599 ' ;
NORTH CAROLINA .. 758,009 595 54 NDR;H c:uu\.lua . ?gﬁ,xsu 657 ; b:a
SOUTH CARULINA .. 414,050 700 666 ?‘é’u ’E‘_f- RULINA. »o ; 3'222 5;; :9;
TENNESSEE weasass 559,737 659 623 ; v]:;‘“'-;?gﬁ 755'5:1 gu s
VIRGINIA esvvies 860,450 875 823 7 ° s '
. : WEST VIRGINIA +us 264,335 713 669 HEST VARGINAA (4o ek 30 S 610 3
m GREAT LAKES seuvess 8,318,583 995 N.A. GREAT LAKES .. 7'3"1-355— z;: “;;;}
v ILLIROES s onvosee 2,179,444 1,032 960 ;L;::g:s . 2405 '2q5 i .
IROTANN G cvidsv'e v 930,606 837 792 r-!:c S 5 g""l"”: it i A“
‘ MICHIGAN . d 2,303,628 1,148 N.A, m”: s ;:735'115 i s
L ONTD e i 1,948,655 871 812 '
% WISCONSIN euvuose 9564250 1,069 1,017 RISCONS [N, s LR L] et
PLAINS cooseasonses 3,021,913 864 822 Gt bl e kb WS 1
:2:2‘;" ' ;8?'2:; gg: g-ﬁ’ " KANSAS sassassess 373,014 804 764
il s - HINNESOTA .. .s 770,000 878 838
2 MINNESOTA . s 830,000 941 891 Estanut Rk L oo
MISSOURT ... 5 745,000 812 768 e RS : A Hek e
:gg::sg:"a;;" s fg'z"ggg ;ig ggg NORTH UAKOTA o.es 100,600 = 711 685
! SUUTH DAKOTA .ese 113,938 718 685
SOUTH DAKOTA w.eas 121,914 781 147 ‘
SOUTHREST “vilsvwcnon 2,685,664 718 660 sm::?‘;'iii z'nglg;;’ :f; ?,'1',:
;g:';;: :33 ;3; NEW MEXICO eeeses 190,009 735 683
357'2,'3 633 586 UKLAHOMA sensoses 343,008 607 + 562
' TENAS vous todonas 1,678,658 674, 638
TEXRS ionvsmin vies 147614501 705 646 : :
ROCKY MOUNTAINS ... 1,024,511 . 833 N.A. O i s Pl 481 o
COLORADD eevvesss 469,399 1, 903 847 NS NAHER s et e b 117,649 678 N.A.
i 10AHD ++s 129,182 732 Nyhs MONTANA <svcsesen 138,800 858, 802
HUNTANA: » 147,918 904 854 ORANPE sswsvcas s v 168,401 657 621
LA v s 0l s 2004343 696 657 WYOMING esevacees 73,562 900 * v gss
WYCMING sssvsanss TT1469 940 B98 D %
; FAR WFST sacacsnves 4,919,233 820 - N.A.
FAR WEST sesussesnes 5,105,389 851 Nhs  CALTFURNIA sesesns 3,783,155 . 808 162
CALIFURNIA % 3,913,977 835 786 NEVADA s ssasavs 94,924 808 149
gﬁ““ 2o . :“"”’0 :_"g g‘l'; DREGON « soabionai 410,500 934 aT4
EGUN .... . 31,312 WASHINGTGN sasees 630,654 828 NoA,
WASHINGTON sssoee 650,000 866 NeA. ;
3 AUASKA. Si5snd et aes 107,380 1,401 1,316
113,632 1,432 19346 . HANA cesenns *
; S Ll e RATL Jwe o usaesa 163,788 979 90
'®
National Educati iati y
29/ cation Association. Estimates of school statistics, 1971-72:

.‘ 5 PP. 36-37.
. * ADM: average daily membership (enrollment).
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08 ESTIMATED CUHRRENT EXPEN-
DITURES FOR PUBLIC ELEMEN-
TARY AND SECONDARY SCHOOLS
PER PUPIL IN AVERAGE DAILY AT-
TENDANCE, 196970 (REVISED)

1. New York $1,250
*2,  Alaska 1,141
3. New Jerscy . 993
4, Connccticut 991
5. Vermont ' 969
6. Deiaware 899
7. Hawaii Ho1
8. Maryland A82
9, [ Oregon ' Rl
Wyaming 881
i1l. Rhode ldand - 879
12 Towa 872
13, Pennsylvania ‘ R71
14,  Wisconsin 869
13, Winois . 853
16, Michigan 842
HY A [ Minncsota ) 810 -
Montana 810
i9.  Washington 777
UNITED STATES 773
20,  Arizona 768
21, Nevada 761
22, California 744
23. Florida 738
24, Massachusetts 736
25. [Kansas ' 726
Qhio : 726
27. Colorado 79
28.  Missouri 716
29, New Hampshire 700
30, Indiana ’ 698
31, Virginia 697
32. Louisiana 690
33, Ncbraska 678
34, Mainc 677
35.  New Mexico © 659
36. South Dakota 656
37, North Dakota . 652
3B, West Virginia 6490
39. Kentucky 612
40, Uah 609
41,  South Carolina 594
42, North Carolina : 584
43.  Idaho ' 573
44, Georgia 572
45, [ Cklahoma : 565
Tennessce 565
47,  Arkansas 548
48, Texas 537
© 49, Mississippi 503
50. Alabama 461

*The figure for Alaska should be re-
duced 30 pereent to make the purchas-

ing power comparabie to figures for

other arcas of the United States,

Source: National Education Associatinn,
Rescarch Division, Estimales of School
Statistics, 1970-71, Research Report
1970-R) 5. Washington, D.C.: the Asso-
ciation, 1970. p. 36,

£0/ National Education Association,: Rankings of the sta

-

CR3~56

Table 108

Average daily attendance: average of pu-
pils attending when schools are actually
in session.

Current expenditures: all amounts spent
at all levels of administration--state, in-
termediate, and basic local-for public
clementary and sccondary day schools
for administration, instructional services,
plant operation and maintenance, fised
charges, and other school services (atten-
dance, health services. transportation,
food services, cte.). Includes the cost of
operating the state department of educa-
tion and the intermediate {county) de-
partments of cducation: cmployers'
(stare, intermediate, and local) contribu-
tions to retirement systems and/or social

" security on bebalf of publicschool ens-

ployees: and federal, state, and local
funds expended to cover deficit {gross
capenditure less sales) of school lunch
and milk programs, :

116-ESTIMATED CURRENT EXPEN-
DITURES FOR PUBLIC ELEMEN-
TARY AND SECONDARY SCHOOLS
PER PUPIT. IN AVERAGE DAILY AT-
TENDANCE, 1970.71%

*t
2. New York 1,370
3. [ Mow Jersey 1.084
Vermont . 1,088
5. Hawaii 1,050
6, lowa 1,004
7. Connceticut ‘ 097
8, Wisconsin 338
9. Maryland 974
10,  Diclaware 954
11.  Rhbode Isdand . 951
i2.  Pcansylvania 948
13.  Ilinois 917
14,  Orcgon 935
15, " Wyoming ‘ © g7
16.  Washington 873
17.  Minncsota 864
18. [Michigan ' _ B58
Muontana 858
UNITED STATES 819
20.  Arizona 825
21.  Louisiana ’ ) 808
22, Nevada 804
23.  Virginia : 800
- 24, California 799
25, Colorado 780
26,  Ohio . 778
27,  Kansas 771
28, Florida 765
29,  Maine 763
30. © Missouri - 761
3. Indiana ‘ 741
32, Massachusctls 735
33, New Hampshire - - 729
34.  New Mexico 713
35. North Dakota 689
36. South Dakota 688
.37, West Virginia 684
38, Nebraska . 683
39. South Carolina 656
40.  Tcexas - N 646
41, Uhah 643
42, North Carolina 642
43.  Georgia 634
44, Kentucky 621
45.  Oklahoma 605 -
46. ldaho 595
47. Tonnessee 590
48.  Arkansas 578
49.  Mississippi 521
50. Alabama 489

*The figure for Alaska should be re-
duced 30 percent to make the purchas-
ing power comparable to figures for
othet zreas of the United States.

Source: National Education Association,
Research Division. Estimates of School
Statistics, 1970-71 Rescarch Report
1970-R 15, Washington, D.C.: the Asso-
ciation, 1970. p. 37,

tes, 1971: p. 62.

-

Alaska $1.429
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c. Inequalitieé'within districts

Theré seems to be general agreeﬁent that the amount of money spent:
on each pupil varies from school -to scﬁool within individual school
districts, especially in the large cities, but tﬁe difficulty in obtaining
data for the distribution of fun&s to schools within districts makes it
hard to estimate the extent of this phendmenon.

Julius Hobson, director of the Washington Institute fof Qqality
Education, led a lengthy court fight in the District of Columbia which
sought to prove ;hat funds were allocated within the District school system
on a disc:imina;ory basis. The statistics which he was able to. obtain and .
to present to the Court fepresent probably the best indication of the problems

of intradistrict inequality of school fund distribution. 81/ The Court found

61/ ‘ ) .
" U.S. Congress. Senate. Equal educational opportunity. Part 16:

pp. 6683-97, 7473-7578..
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in the case of Hobson v. Hansen that the median per pupil expenditure from

general district funds in the school year 1963-64 was $100 higher in the

District's predominantly white elementary schools than in‘its predominantly

62/ -
black elementary schools. ~— Mr. Hobson maintains that the per pupil

eXpenditurés of individual elementary schools in the District ranged in

that year froﬁ.$216 to $627, and that the discrepancy actually increased

in subsequent years, despite Judge Wright's 1967 ruling in favor of Hobson. -
A major cause of these discrepancies is the pattern of teacher

distribution across the district. Reguiations governing employee relations

permit senior teachers with high salaries to concentrate in the better

schools while the ghetto schools tend to be staffed by teachers with less

seniority who receive lower saiaries. Sinée teacher salaries constitute

a major portion of current school expenditures this phenomenon results in

markedly higher per pupil expenditures in the bE;tér schoolé. The Court

in Hobson v. Hansen expressed doubt; howevef, that the sﬁending differehtial

was fully explained by differences in teacher salariés and suggested that

Hobson v. Hansen, 269 F. Supp. 401-(1967): p. 437,

U.5. Congress. Senate. Equal educational opportunity., Part 16:

p. 6685.

63/
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discrimination was visible in non-éalary expenditures also. For example,
the Court noted that low pupil/teacher ratios tended to raise per_pupil
expenditures in the higher-cost schools. 4/
The existence of significant differences in the expenditure levels
" of schools within large school districts has caused problems in the admin-
=4 istration of Title I of the Elementary and Secondary'ﬁdﬁcation Act of 1955 éro—
viding funds fqr.cqmpensatory education programs' for disa&vantaged'children..
Evidence from some cities suggests that funds may be used only to close |
the gap between low and high exﬁenditure schools rather than as special,
additional funds which would provide extra services for the disadvantaged
students. In 1970 Congress adopted amendments to ESEA under which the
Office of Education issued guidelines requiring school districts to demon-
B _strate that financial resources and pupil/teacher ratios were_subsfantially

equivalent in the various schools within the district before the receipt

. _ 6
of Title I funds or face the loss of such funds. 83/

64/

Hobson v. Hansen: p. 438

65/ _ _
U.8. Congress.  Senate. Equal educational opportunity, Part 7:

Pp. 3534-37,
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5. Stars school aid distribution plans
Al+hough specific clauses in mos+ s+ate cons+i+utions assign +he
responsibili+y for main*aining a sys+em of public schools o +he states,

*he s*ates at firs+ delsgated virtually compleso au*hori+ty for +he main-

tenance of such schools +o local school dis+ricts, vhich rclied for finanecial

suppor+ on *he local proper+y +ax. This pat+ern endured un*il well into
+ha curren+ cen+ury. As early as +he firs+ decgde of +he cen*ury, hoﬁevér,
educational exper+s began *o call for a redefini+ion of_#he s¥g+esf‘r§le in
+he ﬁrovision of public education., Ellwood Cubberly,-a'pioneer in +he
s+udy:of educg+ional finénce, propoéed +haf-*he states providg a,given‘sum
“0 each school distric* per uni+ of ~ducational +ask in order +o increase
*he +o+al revenues available for +he public schools, Gradually +he
states #ccop+ed *he principle *+ha* *he s+ta+e governmen* should assure some
minimum level of eduga+ional services +o all childfen. This philosophy was
embodied in various "foundation" plans, by.which +he s+a+es undar+ook *o
orovide enough s*a*+e money ‘o assure fha*leach local school distric* would
have *+he resources; af+er making a reasonable effor+, *o give.each child

an sduca+ion of accep*able quali*+y. The plans suggested in +he 1920's by
S+rayer, Haig and.o*her reformers int+troduced anco+her ~lement in*c +heir

concep+ion of +he sta*e's.rols in *+he support of educa+ion: equaliza+ion

John E. Coons e+ al. Qp, ci+, : chap*er 1.
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of financial fescurces. The state foundation plans were seen as assuring
hoth that'all students woﬁld have some minimum amount of money behind

thrm, and thé{ the state would intervene to equalize the ~ffort expended.
and the revenues received by the locai districts. Some variation of the
Strayer-Haig foundation plan‘or*its successors has been enacted in a‘
substantial majority of the_;tates in the last fif+y y~ars, but the success

of these plans in achieving increased levels of educational expenditures

.and greater equalizetion of resources among distric+s has been mixed.

The simpiest form of state aid to local school districts is +he flat

- prant allocated to sach distfict on the hgsis of some standard measure of
-educational task. Various measures of educational task have been proposed
.ove~'the years, but the most commonly employed are the number of puplils

~in average daily attendance, sither actual or welghted by some formula o -

reflect greater costs associated wit+th certdn types of pupii, and number of

eclassroom units. Althoﬁgh the use of wnighted pupils or another measure
of diffarantial educational loads may give flat grant aid‘programs some
equalization effect, escen*ially such programs are non-equalizing in terms

of distributibn of state funds.

The equalization aid programs adopted by +he various states fall

 generally into one of two tyves, +he Strayer-Haig foundation plans and

Percentage Equalizagion programs, ' ilnder the pure form of the foundation

N
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plan, the state sets some figure, usually defined in terms of average
expenditure per weighted or unweighted pupil in average daily attendance,

and guarantees +o each‘district at least enmough revenue o provide that

level of expenditure. The state &lso sets some minimm millage which the

district must levy in order to participate; it then pays the differenace
be+we§n the amount generated locally by the required levy and the amount
required for foundation-level expenditures. If districts desire +o

exceed the foundation-level expenditures, +hey must raise the additional

funds from local sources, ‘

The percentage equalizing schemes derive from +he foundation plane.

. They at+empt to assure equal availability of resources to all districts

a+ any level of expenditure (and tax effort) chosen by +he district.

Typically, however, the plans as enacted set a range of expenditures within

which the state will equalize district resowr ces. The district ChObBES‘a

level of taxation and then the state, using a formula which tekes into account

+he wealth of the district in relation to some key district and the overall _

proportion of school expensed which the state wishes +o assume, determines

.the level of expenditures +o be equalized and makes up for any difference

be+ween +he amoun+ or'money'locally generated and +he amoun+ determined

by +he equalization formula. As with foundation plans, +he formulae can

&1/

Ibid: chapter 2.
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be adjusted to reflect differing per pﬁpil‘cosfs atemming from specizl
conditions. Districts wishing to exceed the maximum expenditure level in
the states which provide for a range of expenditures £b be equalized by
state aid can do so with additional funds drawn from local_sources. Theoreti~
cally, the percentage equalization plans have ihg-advanyggejof Stimulaﬁing
increased educational expenditures because ﬁhey provide for s%até matching

of additional funds budgeted by the local districts.

State aid programs have typically provided both for categorical and

- general aid to the local school distriets, Categorical aid has been pro-

vided for such expenses as transportation or compensatory education, which
clearly fall with unequél effect on different districts depending on the
socioeconomic characteristies of the district. OStates have also chosen to
single out particular elements of general school expenses which are deemed
to merit special state atteﬁtion in the form of categorical grants, School
construction and debt maintenance costs, which are traditionaily separated
from current operating costs‘in school accounts, have often been subject

to special, categorical treatment by the states, Maryland, for insténce,
adopted & new program in l@?l-uﬁder which the state pays all school cégé/

struction costs in the state independently of its genersl aid program,

There is no logical link between-categorical or general aid and equalization

68/ -
Lbid: chapter 5.

£/ | |
Cohen, Richard M. Maryland assembly enac+s school cons+ruc*ion bill
Washing+on Pos+, April 9, 1971.
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programs, bu+ in practice it seems that equalization scheames are more
likely to be tied *o peneral aid proposals than to ca*egoricael grants.
Convarsely, however, general ald plans need not be egualizing in their

distribution format. Flat grant plans are the clearest examvle,

Another distinction aoplicable to various state aid programs is thai
between matching and non-natching'grants. Matching gfants are usially
justified on thes grounds that thay stimulate addi+ional local spending foé
wor+hwhile purposes by inereasing the local rewards derived from a given |

local effort, and that they assure local responsibility by tying state aid

to a clear measure of local effort. Matching provisions may also be developed

as a means of insuring that local disericts do not simply decrcase their
~xpenditures by thr amount of state aid, taking the state ald essentially
in the form of increased income for expenditures other than education,

Matching provisions may well serve as disequalizing forces in +he confexf

‘of many state aid plans, however, because they tie the ability of local

districts +o obtain state aid to their ability to ralse local funds., This
may be exacerbated when the aid plan in quest+ion is categorical rather ihan
general in nasrure., The richer distrie+s find it easier to obtain funds
from local sources for both general and special purposes, and can shift
thess funds from matching to non-matching programs to maximize theif state
aid. Coons points out that the problem occurs pointedly vhen s{ate aid i=
direcﬁly tied to local axpenditure COmﬁittents,:such a5 when the state

undertakes to assme some percentage of tcacher salaries, district expenses

for transpor+ation, or some other special purpose. The richer districes.can

e S
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attract and pay better, higher-cost teachcrs; and are additionally rowarded

by the state's assumption of a fixed proportion of their additional
costs.zg/ Percentage equéliza+ion plans, which were designed to combine

5 : *he desirabls features of equaliza*ion and matching plans, may not fully

succeed in doing so if the poorer distric+s are effectively barred from

meking full use of the poséible ma*ghing orovisions becaise +he required

E local effor+ hecomes too great a burden on their strained tax resources.

Most plans actually in force have involved some combination of the
various plans listed above, and the overall effec* of the vlan may be very
1@ different from that intended by the législators or implied by the name
'f o given to the plan, A combination commonly enacted involves the insertion

of a fla+ grant clause into the context of a foundation or pereantage

zqualizing plan. Although nominally an'equalizing ald vrogram se+ up
according to the Strayer-Haig or other model, *heﬂplan inciudes a clause
undar which each districﬁ_receives a set amount pef pupil regardiess of
weglth. This amount is ﬁhen typically iﬁcluded in the total local resources
Gounted in the determingtion of local ability for the gurpqse‘of allocating
.equalization fﬁnds.u.Poof districts, which do not attain the foundation
levél even with the flat grant aid, recerive ~qualiza+ion funds up to the
foundation level; since they would have been equalized up to the same level

in any case, however, the flat gran* means vir+ually no+hing to thrm,

. John E. Coons et al. Qp. cit,: Pp. 59-€0,




CRS5=66

Sdmé richer districts, however, would not receive equalization funds under
the foundatioq formula because the mandated local {ax rate would genefa{e
enough funds locally to support the foundation level expenditures. Other
districts would receive some equalizétion funds, bﬁt less than the.amount

of the flat grant, Bach of these districts, however, would receive the

fiat grant under +he combination plan. Some or all of the money included in
the flat grant'would then be disequalizing because it would guarantee that
cortain districts would have more funds than others although they wefe
taxing themselves at the same, mandated tax rate. The decision of the Court

in Serrano y. Priest noted th%f/phenomenon in operation under the
A . ‘

California school aid programs:

Basic aid, which constitutes about half of the state edu-
cational funds,...actually widens the gap between rich and
poor districts.... Such aid is distributed on a uniform
per pupll basis to all distric+s, irrespec+ive of a
district's wealth, Beverly Hills, as well as Baldwin Park,
receives $125 from the state for each of its students,

For Baldwin Park the basic grent is essentially meaningless.
Under the foundation program the state must meke up the
difference betwecn $355 per elementary child and $47.91, .
the amount of revenue per chiid which Baldwin Park could
raise by levying a tax of $1 per $100 of assessed valua-
tion. Although under present law, that difference is ‘
composed partly of basic aid and partly of equalization aid,
if the basic aid grant did not exist, the district would s+ill

receive the same amount of state aid -- all in egmalizing funds.
1/
Serrano v. Priest: - pp. 13-14.
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For Beverly Hills, however, the $125 flat grant has real
- .o : ~ financial sipnificance. Since a tax rate of $1 per $100
+here would produce $870 per elementar y student, Beverly
Hills is far too rich +o qualify for egualizing aid.
e - Nevertheless, it still receives $125 per child from the
' state, thus enlarging the economic chasm be+ween it and
Beldwin Park. ‘
In many states, the basic general aid distribution plan is combined wi*h a
series of categorical aid programs which may +hemselves use si+her a fla+
gran+ or an equalizing distribution formula. The relative weigh+ of the -
funds allo*ted +o +hese ca*egorical programs has an impor+an+ bearing on-

+he overall effec+ of +he s+a+re's programs.

The equalization effec+ achieved by +he plans actually.in forcé in
the g+at+es depends no+ only on the admixture‘of various different dis+ri-
bution formulae but also on the details of the equaliza+ion plan i+self,
One cri+iéal consideration is the felationship of the "key" district to
.the richest distriet in the state under the conditions of a given equali-
zation scheme. The key distriet in a foundation plaﬁ is that district.which
raises exactly {he funés needed to support the foundation level of
expenditures a# the local iaxgrate mandated by tha plan. If the key
distriet is the richest aistrict, then the state achieves maximum

equalization for the funds expended because all local funds generated
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po into 4he egualization formula and no district receives non-equalizing
state aid. However, the amount of state funas required to support the
profram could be guite high because the state iz committed to raise each
dirtrict up to the level of the richest._ When the state chooses a
foundation-level and a tax millage which in effect set some other, poorer
district as the key, each distric£ richer than +he key district generates
more funds locally at the required millage than are needed to support

the foundation program. If these funds must be returned to.the étate for
redistribation, +hn equalization effect 1s retéined and in fact the state

can maintain a higher foundation level for +hn same cos+ in s*a*c money,

Only one s*a*e, !Utah, provides for the richer distric+s to return local

-
fands to the state for  redistribution. In other states the richar

dis+ricts are allowed *o retain *he excess local funds. Thr poorest
dictricts are egualized up to the level of the key district, but the

richor districts are assured a higher spending level for the same effort.

In practice, most state foundation (and percbntage equalizing) plans
ascign an exmenditure level lower than that of the highest-spending
district, and often lhelow the state averape expendituresi They alsoc set
a tax levy lower than that levied voluntarily by most if not all of ;hA
state's din+ric+s.. For »xample, the Serrano Court pointed out that while

the state aid plan guaranteed £355 per elementary school pupil and $L88

John E. Coons g+ al. Op. ci*. : pp. 105-106.

Weiss, Steven J. Exiﬁting disparifiés in public school finance and
oroposals for reform. Boston, 1970: ©p. 32.
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per high school pupil, actual median expenditures in the state in 1969-7C

were $672 and $898, respectively. In the same year New York's percentage
equalizing plan provided a guarantee of up to/$860 per pupil in ADA, but

75 _
state average expenditures exceeded $1,200. Eleven states which cal-

culated basic school aid as & guaranteed level of expenditures per pupil
sét the basic foundation level at $200-450' per pupil in 1968-69; only
two of those states, Maine and North Dekota, had average expenditurés C
below $600 per pupil. Colorado, New Hampshire, and Waéhington had expen-
ditures of $600-700 per pupil, Illinois, Michigan, Minnesota, and Rhode :
Isiand had $700-800 per pupil, while New Jeréey and Oregon spent over $SOO
_per pupil, Under these conditions, mos%'Or_all of the state's districts
can bé expected to levy taxXes beyond the mandéted millage <o support higher
'expenditﬁres,'and these extra levies mayrgo‘completely unequalized. Some
districts will already have more money to spend simply by levyling the
mandated millage, As noted above, Beverly Hills raises $870 at the 10
milllra{e reqﬁired byithe California foundétiqn plan, more than twice the

amounk guaranteed by the foundation plan; with a return of only $47.91 per

Serran Priest: p. 10.

15/

New York State. Commission on the Quality, Cost and Financing of Elementary
and Secondary Education. Report of the New York State Commission on the
Quality, Cos+ and Financing of Elementary and Secondary Education. New
York, 1972: pp. 1.18 and 2,58.

76/ |
National Education Association. Rankings of +he S+ates, 1970.
Washing*on, 1970,

U.S. Office of Hducatipn. P:hlie school flnance programs, 106669,
Washington, 1969. (0E-22002-6Y).
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10 mills of tax levy, Baldwin Park would have to ievy over 100 mills of
additional taxes to make up for the difference between the foundation level
and Baverly Hills‘ return from the mandated tax levy.  In any state
where some districts exceed the mandated tax level, these districts will
vary in the return they get for their extra effort. The lower the level

of equalized expenditures relative to the average level & expendi{ures

in the state, the greater will be the relative importance of these
supplementary, unequalized local tax efforts, and the greater the inequalities
+0 be expected in actual school expenditures. The states have often
enacted supplementary legislation designed to compensate for thesd problems
in the actual operation of foundation plans, Utah has an elaborate
three-tiered system under which +he foundatiqn plan is supplemeﬁted by
guaranteed yiélds for additional locel effor+s. = Some states have set .|
maximum rates for school levies. The effect of such limitations can be |
mixed however, especially when most distriéts are taxing at or near the -
limit., In Nevada, for example, the séhool tax is limi+ed to fifteen_mi}ls;

with seven mills required for participation in the equalization plan. In

~ Serrano v, Friest: pp. 13-14.

John E., Coons .e.t_a.l.' Op._gcit.: - pp. 87-95.
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1966-67, eleven of the sta£e's seventeen districts levied the full eight
miils supplementary +ax; the re+urn on this added levy was not equalized,
and the limit meant that the poorer diétricts, which received less money
per pupil for the eight mills' tax, had no means of raising additional
funds. Michigan's foundation plan, as of 1966, contained a clause that
gaaranteed inequitiest the districts were required to levy nine mills of
tax to particimte in the plan, but only 4.6 mills were considered in
calculating the equalization aid. The remaining 4.4 mills tax went
unequalized and assured discrepancies among districts even at +he minimm

foundation level of effort.

Other considerations altering the operation of typical foundation pléns
include minimum and maximum payment clauses, no*ioss clauses, minimum aid
ratios (altering +he true ratio. of local wealth to average statewealth
for the wealthier distric+s in the operation of the plan) and various
other limita*+ions on the operation of the pure plan iniroduced to allay
the fears of the richer districts, alleviate the stresses of a transition

period, and hold down the total cost of the prbgram.

Percentage equalization plans suffer from many of tﬁe same defects .
in practice as the foundation plans.‘ In fact,‘in many cases the inmsertion

of maximum payment clauses or limitations on the degree of effort which the

9/
Ibid: pp. 80-87.

&/

Wilensky, Gail R. State aid and sducational opportunit+y. Beverly
Hills, California, 1970: pp. 62-70.
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state apgrees +o equalize under *+he percen+age =qualization formule
essen+ially convert +he plan into a.modified founda*ion plan, This would
seem 0 be *he case when the state se+s an upper limit on the amount of
~xpenditures it will equalize which is less ﬁhgn +hs average expenditure
curr«ntly provailing in the state, or when the range of tax effort
envisaged by the state plﬁn falls bélqe the ac+ual level of many of the
gtates' districts. Coons, Clune, and Sugarman concluded from theif
investigation of the percentage equalization ﬁrograms<ih New York, Rhode
Island Maine, and Wisconsin that in practlce these svstemg differed litile
from foundation plans because of the complex restrlctlon" placed on aid
ratios, total equalized per pupil spending'by th? districts, and total
stat~ spending to fund the equalization'program.a Tre Fleischman Com-
miszion, in its examination of school finances in New York State in Chaoter
2 of its revort, published in January 1972, cited the minimum flat grant .
nrovision, expenditure ceiling of 8860 starting in 1970-71, and the
limitation of the state sharc of local éxpenses to 90 percent, as three
factors contributing to‘the'failure of the state formula to achieve

equalization.

81/ - ‘
John E. Coons, et al. Op..git. : pp. 182-197,

"New York State. -Commission on the Quality, Cost and Finaneing of
Elementary and Secondary Education. Up. cit.: pp. 2.8-2.9,
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The Commission cencluded:
The result of this compromise 1s to make the percentage
cqualizing grant into a foundation program for ell
practical purposes, especially when most districts
actually do spend beyond the point at which the state
stops its contribution, which is the case in New York.
In effect, the $860 upper limit of sharing in New York
State is the cost of the foundation program per student.

The overall effect of any distribution plan can be affected oy
different criteria used in the allocation formulese. Introduction of the
concept of weighted pupils, reflecting the fact that some children cost
more to educate than other children, improves the balance between Tesources

and educational task. To thglextent that disadvantaged students are concen-

trated in certsin districts, such as the central citles, rellance on.

' simple per pupil‘measurcé systematically understates the districts' educa-

tional burden and overstates their weaith. The measurcs Taveragse dall
. g ¥y

attendance," "averags daily membership," and "population aged 5-17" all

suggest the educationsl burden of districts in terms of numbers of children
to educate, but they differ from one another because of different drop-out
rates, truasncy rates, and private school attendance. Estimates of district
wéalth based on per pupil and per capita measures differ bacause of differences

in such factors as proportion of populatidn in the school agn bracket, while

the type of wealth measurad -- assessed valuation, state equalized assessed
83/

1h1§: py-2.58
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valuation, income, retsil sales -- will also vary because of differing
relationships among residence patterns, job distributions, and income
- sources, as well as technicél discrepancies in assessment practices.

underlying property valuations.

The National Educational Finance Project attempted to develop a
typology by which to judge the resl, overall equalization achieved by

complex state programs. First, the states were classified according to
84/
the nature of thelir basic program:
- TABLE 4-1

CLASBIFICATION OF THE STATES INTO TYPES OF SCH00L SUPPORT
PLANS USED FOR THE SCHOOL YEAR, 15668-69

EQUALIZATION PROGRAMS ‘
Complete

- Guarantced State

Strayer- Valuation and
Flat Grant Hag Pereentage or Tax Federal
Pragroms ‘Mort EBqualizing Yicld Plamn  Support

Arizona Alnbama Towa Utah Hawaii
Arkansas Alaska Massachusetts Wisconsin
Connecticut California " New York
Delaware Colorado - Pennsylvania
New Mexico Florida : Rhode Island
North Carolina Georgia Vermont
South Carclina Idahe

Ilinnis

Indiana

Kansas

Kentucky

Louisiana

Maine

Maryland

Michigan

Minnesota

Mississippi

Missoun

Montana

Nebraska

Nevada

New Hampshire

New Jersey

North Dakota

Ohio

QOklahoma

Oregon

South Dakota

Tennessee

Texas

Virginia

Washington

West Virginia

Wyoming

84/ | f
National Educational Finance Project. Vol. 4: p. 122,
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The NEFP stafflthen proceedéd to analyze each of the elements of the total
state funding scheme according to the level at which the funds were generated‘
(state or local) and the basis on which‘the funds were distributed (the
degfee to which thé férmula.reéogﬁized gecessary cost variations and
accounted for differences in.local ability). Five classes were defined,
ranging from level O, funds apportioned from state or local sources in such a _
way as to maintain or increase the discrepancies in districts' financial
resources, to level 4, funds distributed in‘accordance with a forﬁula
which takes into account both cost différentials and varying locazl finan-
cial capabilities. All local funds savé those deducted fo: purposes of
éalculating state equalization aid werc classified in level O, 'Hawaii,
whose full state funding program Qas deemed to yield 100% of school funds
in level 4, was rated number 1 on the equalization scale, while Connecticut
was rated 50, with 72.2 percent of school funds in Conhecticut assipned té‘
level 0.'8‘5‘-/
table drawn from volume four of the NEFP, §3g;u5_ﬂng;gmengi;_ggggglgngi
Finance Programs: 88/

The rankings of the fifty states are given in the féllowing

85/
ibid: pp. 141-190.

86/Ibid: p. 137.
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RANKING OF THE STATES BASED ON THE
NEFP TYPOLOGY FCR THE SCHOOL YEAR, 1968-69

Ran State Rank ~ State

1 Hawaii 26 Maryland

2 Utah 27 Virginia

3 Rhode Island 28 Texas

4 Alaska 29 California

5 Wyoming . 30  Montana

6 Washington 31 Maine

7 Idaho 32 Nevada

8 Alabama 33  Massachusetts
9 Delaware 34 Cregon
10 North Carolina 35 Tennessee
11 Georgia 36 Minnesota
12 - Kentucky - 37 Arizona
13 Florida 38 Iowa
14 New York 39 North Dakota
15 -Louisiana 40 Missouri
16 New Mexico 41 Michigan

i7 Ohio 42 Kansas

18 Pennsylvania 43 New Jersey
19 Vermont L4 Indiana

20 Wisconsin L5 Oklahoma

21 Mississippi 46 Arkansas

22 - West Virginia 47 Colorado
23 Illinois 48 South Dakota
24 Nebraska 49 New Hampshire
25 South Carolina 50 - Connecticut
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Oné conclusion which seems to emerge from a comparison of the nominal 
goals of stete aid plans and the actual equalizﬁtion achievéd, as measufed
by the KEFP, is that the equaligation provided by any state plan depends as
much on.the level of state support of the public schbolslas on the tﬁpé of
plan in use, The states ranking first and last on the NEFP equalizatiqn
scale, Hawaii and Connecticut, both employed essentially,flﬁt grant progréms,
but Hawaii funded all non-federal school costs in tﬁe state while more than
0 percent of Connecticut's schﬁol monies came from local sources. Both
foundation and péréentage.equalization pléns could be improved with respect R
to the equalization achieved'by eliminating some of the special clauses
and particularly by instituting negative payments.for,districts deriving
more from required leﬁies than.palled far to support plan-le#el expenditures;
but both could alsé‘yield greater effecti&e‘equalizatianaif the overall
level of state éupport were raised; so that the foundation level or allowable
equalized expenditurés_could be raiséd closer to the expenditure levei of

the richest district.

Those who argue that state aid formulae systematically discriminate
against certain districts, notably the core ecities, base their contentions
on a combination of two points. First, they say, the particular measures

used by the formulae to determine district wealth and effort work against
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the cities because of the inherent biases they possess. The Urban

Education Task Force cgncluded:§Z/

Education aid formulas frequently overstate the fiscal

capacity of central cities because their measure of

fiscal capacity is almost universally tax base per

,pupil rather than tax base per capita. This seemingly

insignificant factor is in reality of major consequence.

For by focusing only upon the per pupil relationship

with the tax base, the formulas assume that the fiscal

resources of different kinds of school districts, for

instance central city and suburben, are equally avail-

able for educational purposes.... This is in fact untrue,

and central cities have a much heavier general service

load than do other kinds of jurisdiections.
Second, they point out that many of the alterations introduced into the basic
foundation or other general aid plans, as noted above, tend to favor the
" more wealthy districts by assuring them some minimum of state aid whether
or not they are entitled to it under the equalization formula. Thus wealthy
suburban districts siphon off state aid dollars which might have been used
to support poorer districts and districts with concentrations of students
~ harder to educate than those concentrated in the wealthier suburbs. The
 Urban Education Task Forcr cites figures based on data from 1962 showing
that in 29 of 37 selected large metropolitan areas the central eity received

less state aid per pupil than the average of the school districts outside

the central city. A study recently published by the Office of Education
81/
Urban Education Task Force. Op, cit.: p. 60.
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confirmed these conclusions, using data on 87 big-city school systaﬁs
from the year 1967-68. A summary of the study released by the Office |
of Education stated:&/

The study... found that, on a per-pupil basis, 83 percent
{of the big-city systems] reccived less than the statewide
average for thc distribution of State revenues. The study.
also found that while 65 percent of all big-city school
systems were able to raise more, on a per-pupil basis,

than the statewide average from local sources, the low
level of State support usually resulted in total per-pupil
revenues below the statewide average. 5St, Louls, for
example, received $182 per pupil from the State, or $55
less than the State average, while the local school system
provided $10 more per pupil than the State average. .Total
revenue amounted to $725 per pupil, which was $42 less

than the State average. ‘

It appears that in many caées‘these biases are not accidentai. They were

often purposely introduced into the school aid plans in order to compensate
\

for special conditions prevailing at the time of the plans' original

~ adoption which have-éhanged conéidefably in the years following. The

Fleischmann Commission in New York State criticized the school aid progrem

in that State for its failure to recognize city needs because of an

outdated formuila:20/

Existing educational.finance arrangements were devised during
the 1920's when cities appeared to be rich and had streng,
fully developed educationel systems. At first, the state's
grant programs were intended to redress an imbalsnce of
educational power in that they were to help poor, rural
districts improve their primary schools and begin to dsvelop
secondary schools. The rurs} bias in the original state aid
formulas has, by this time, become & suburban bias, even
though now it is the gities which lack educational systems
sufficient to the challenge of the day. '

89/

U.S. Office of Education. News release, Washington, January 16, 1972.
(HEW~-B38) . '

New York State. Commission on the Quality, Cost and Financing of Elementary
and Secondary Education., 0QOp, eit.: p. 2.67.
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6. Federal aid to public elementary and secondary schools

The Federal Government has traditionally played a relatively
minor role in the financing of the public schools in the United States.
Tn 1929-30 federal sources accounted for only 0.3 percent of all school

revenues. The federal share rose very gradually over the next thirty

years, reaching 2.9 percent in 1949-50 and 4.4 percent in 1959-60;2£/

Then, in one year, the federal share doubled from 3.8 pefcent in 1964~
65 to 7.7 percent in 1965-66. It has remained almost constant since
1966, decreasing slightly over the six-year period. The pattern of
federal contributions to the costs of public elementary and secondéry
92/

education‘ovgr the last decade can be seen from the following table:==

Federal spending on public elementary and secondary education

Year " - Amount (in thousands) .. As percent of total spending
1961-62 639,616 3.7
1964-65 834,202 3.8
1965-66 1,914,759 7.7
1966-67 2,148,908 8.0
1967-68 2,472,464 8.0
1968~69 - 2,570,704 7.4
1969-70 - 2,767,045 7.2
1970-71 3,128,831 7.2
1971-72 3,305,707 7.1

91/ National Educational Finance Project. Vol. 41 p. 20.
92/ National Education Association. Estimates of school statisties,
1961-62 through 1971-72. -
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; Although many analogies exist between the relation of the Federal Go-
vernment to the various states, and that of the states to their numerous

local échool districts, the philosophy underlying the federal contributiom

e s e Lot ot 3B nmbctn L e

to the school resources of the states has been very different from that
underlying state school aid plans. The Federal Government has not under-

taken to provide ongoing, general aid to support the costs of the public

schools, It has chosen to allow the financial support of the schools to

A

remain primarily a state responsibility delegated in varying degree to

individual school districts. Congress has contributed money to the

states and local school districts as categorical grants for special pur-
poses deemed to be of speciél national interest. The Smith-Hughes Act
of 1917, which provided funds for vocational training in the secondary
‘schools, marked the enfry of the Federal Govermment intd the field of

pre-college education. Building on experience froﬁ World War 1I,

Congress enacted in 1950 Public Laws 815 and 874, the Impact Aid laws,
which sought to compenmsate local school districts for revenues lost

because properties of the Federal Government are tax-exempt. A new

departure in federal participation in pre-college education came with

e e

the passage of the National Defense Education Act in 1958. This act

strengthened progrmmsin'the elementary and secondary schools, as well

e i

as institutions of higher education, which were related to the na-

tional defense and the maintenance of certain vital activities. .
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Scientific, mathematical, and foreign language studies received the most
attention and funds under the provisions of the NDEA., The passage of the

Elementary and Sécondary Education Act in 1965 meant an important exten-

sion of the scope of federal activities with respect to thelnation's

public schools. The NEFP summarized the purposes of the ESEA in these
93/ | |

words ;—

Broad in its concept and hope, it [the ESEA] directly
involves over 90% of the nation's school districts.
The purpose of this act can be stated broadly as
follows: (1) to strengthen the elementary and secon-
dary education of the educationally disadvantaged child,
(2) to provide school libraries, resources, textbooks,
and other instructional materials, (3) to fund sup-
plemental education centers, (4) to broaden cooperative
research, and finally (5) to strengthen state depart-

ments of education.‘ ‘ :
The effect of the passagelof the Elementary and Secondary Education Act
can be seen in the Jump in the federal share of school revenues noticed
in the &ear 1965-66. Several 6ther programs were enacted during the
1960's which expanded federal involvement in the nation's public schools.
Among these were the Vocational Education Act of 1963 and the Educationgl

Professions Development Act of 1967.

Some federal programé, notably the impact aid legislation, were
not intended to provide equalization. In other cases, where the

fihancial ability of the states and local districts receiving

93/ National Educational Finance Project. Vol. 4: p. 230.




CRS—83

federal.money is taken into consideration, each pr.ogr'am‘has its own
allocation formula whose effectiveness in equalizing the availability

of school resources may be difficult to analyze, given the number of
intermediaries between the federal sources an& the schools and school
districts which will actually spend the money. The National Edgcation&l
Finance Project devoted a special study to an analysis of the equaliza-
tion achieved by ten federal programs, regardless of whether the program

94/

intended to provide equalization or not."*‘ The NEFP correlated per-
sonal income per child of school age in each state with the allocation

- per child of school age received by the state from each federal program.
A negative correlation, implying that states with higher persconal income
tended to receive lower federal alloc_ations, was taken to mean that some
degree of equalization-was achieved. The NEFP found that five of the
ten programs showed statistically significant negative correlations be-
tween personal income and allocations; four programs showed no correla-~
tion between the variables and one showed a positive (.d‘i_sequalizing‘)

95/

correlation. The foilowing summarizes their findings:™

4/ Ibid: p. 291,
5/ Tbid: pp. 288-89.
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Correlations of personal income per child of school age with the allocation

per child of school age from selected federal programs

".No correlation - Positive Correlation Negative Correlation
P.L. B1-874 : ESEA, Title II - .. NDEA, Title III
P.L._81—81$ ‘ Vocational Education
NDEA, Title V-A Act, basic grants
ESEA, Title III ' : - ESEA, Title I

ESEA, Title V
ESEA, Title VI-A

While the NEFP concludes that there was an overall equalization effect
from the combined ten federal programs, the Guthrie study in Michigan

reached the opposite conclusion concerning the distribution of money from

federal sources in that state:gé/

In assessing the association in Michigan between
school district AV/PP average valuation per pupil
in average daily attendance) and receipt of federal
funds, we actually found a negative correlation.
That is, wealthier school districts tended to re-
ceive more federal dollars per pupil than poorer
districts. '

A study conducted by researchers of the Policy Institute of the Syracuse

' University Research Corporation and published by the Senate Select Com-

mittee on Equal Educational Opportunity under the title, Federal Aid to

Public Education: Who Benefits?, concluded that ESEA, Title I, the

compensatory education program designed to funngi special funds into
school districts having high concentrations of éducatidnally disadvan-

taged pupils, was the only federal program which had a‘systematically

96/ James W. Guthrie et al. Op. Cit.: p. 128.
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.equalizing (pro-city) effect. In general, they found that federzl aid

tended to favor nommetropolitan areas as opposed to metropolitan areas,

| o 97/
and, within the latter, suburban areas to the central_citlesf——/

ESEA Title I appears to be generally recognized assuccessful in achiev-
ing some equalization amdng school districts; it appears to be the only

federal program so recognized.

Various factors complicate any attempt to measure the equalization -~
planned or unplanned - which results from federal education aid. First,
a number of agencies iqtervene between the source of the fundsfaqd the
pupils ultimately benefitting'from_those funds. The naturé of the pass-
through provisions made in each progfam will obviously affect thé ultimate
outcome. Furthermore, tﬁe results may differ substantially depending on
which level is studied, since the.federal_aid can be seen as equalizing
the resources pf states, of school districts (nationally or within in-
dividual stateé), of~individua1 schools, or possibly even of individual
s£udents. Secondly, as in the case of state'aidrdistribution plans, the

equalization formulae used in federal programs may be altered to re-

flect various concerns, and the alterations may affect the equalization

87/ Berke, Joel §S., Stéphen K. Bailey; Alan K. Campbell, and Seymour
Sacks. Federal aid to education: who benefits? Syracuse, New
York, 1971,
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achieved. Provisions for minimum payments to each state or for a por-
tion of the total funds to be distributed on a flat grant basis both

tend to decrease the overall effectiveness of the equalization scheme

This problem is compounded when appropriations fall below authorized

levels, because the disequalizing effects of flat grants or other

speclal provisions become more serious as their proportion of total

grants rises. Lastly, federal distribution formulae suffer from the

. problems of biased indicators in much the same way that the state for-

mulae do, with the added complication of special indicators needed to

effect the categorical purposes of the federal programs.
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LEGAL CHALLENGES TO THE CURRENT SYSTEM

l. Serranc v. Priest (California)

On August 30, 1971, the Supreme Court of Califernia handed down a
decision which-poses a major challenge to the current method of financing
the public schoolé in California and, by anaiogy,‘in all the other states
save Hawaii, where the schools are entirely state-funded. The Califﬁrnia
decision arose in a suit brought by a group of children attending public
school in Los Angeles County and their parents as a class aption to declare
invalid the public school financing scheme in California which "relies
heavily on local property taxes and causes substantial disparities amohg ind{-

vidual school districts in the amount of revenue available per pupil for the

distriet's educational programs,ﬁgéf The original trial court dismissed the
sult on the grounds that it failed to state a sufficient cause of agtion;ggj
the suit then reached the State Supreme Court on appeal. The Suﬁreme Court

reversed the judgment of the lower. court and remanded the case to the trial -

court.

The 6-1 opinion of the Supreme Court was aelivered by Justice Sullivan.
The Court first turns its attention to an analysis of the workings of the school
financing system of California. HaVing noted that "over 90 percent of our
- publiec school funds derive from two basiec sources: (a) local district taxes on
real property and (b) aid from the State School Fund,"lgg/ the Court comes

to the following conclusions regarding these two sources of income:

98/
Serrano v. Priest: p. 3,

99/
Ibid: p. 6.

10Q/
Ibid:. p. 7.

et i e i



R S

Frre o e S

T

CRS-88

"The locally raised funds which constitute the
largest portion of school revenue are primarily.a
function of the value of the realty within a par-
ticular school district, coupled with.the willing-
ness of the.distriEBi? residents to tax themselves
for education.,...=—== B

"Although equalization aid and supplemental aid
.temper the disparities which result from the vast
variations in real property assessed valuation, wide
differentials remain in the revenue available to
individual districts and, congequently, in the level
of educational expenditures. TFor example, in Los
Angeles County, where plaintiff children attend
school, the Baldwin Park Unified School Districr
expended only $577.4% to educate each of its pupils
in 1968-69; during the same year the Pasadena Uni-
fied Schoel District spent $840.1% on every student;
and the Beverly Hills Unified School District.paid
out $1,231.72 per child.... The source of these dis-—
parities is unmistakable: 1in Baldwin Park the
assessed valuation per child totaled only $3,706;
in Pasadena, the assessed valuation was $13,706;
while in Beverly Hills, the corresponding figure
was $50,885 -- a ratio of 1 to 4 to 13. Thus,
the state grants are inadequate to offset the
inequalities inherent in a financing systen
based on widely varying local tax bases. "102/

The Court then addresses itself to the legal issues raised in the
case. It first rejects the plaintiffs' contention "that the school financing
. system violates article IX, section 5 of the Califormia Constituticn,
which states, in pertinent part: 'The Legislature shall provide for a system

of common schools'by which a free school shall be kept up and supported in
11103/

each district at least six months in every year.... This ends consid-
eration of issues related to the State Constitution and allows the Court

‘to proceed to "tﬁe chief contention underlying plaintiff's complaint,

. namely that the California public schopl financing scheme violates the
‘ !

) i

101/
Serrano v. Priest: p. 9,

102/
Ibid: pp. 12«13.

103/ -
Ibid: P 14 »

- ? — T
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equal protection clause of the Fourteenth Amendment to the United States
Constitution."’ 104/

The Court advances two considerations which necessitate the application
of the strict test of equal protection. In cases not involving economic
regulations, the U,8, Supreme Court "has adopted an attitude of active and

critical analysis, subjecting the classification to strict scrutiny," whenever
105/

L et

the case involves '"suspect classifications" or "fundamental interests.

First, the Court examines the contention that the California system classifies

and discriminates on the basis of wealth, and concludes in favor of the plain-

tiffs: lgé/

Plaintiffs contend that the school financing
system classifies on the basis of wealth. We

find this proposition irrefutable. \
It then provides documentation that the U.S. Supreme Coﬁrt has treated wealth
as a suspect classification which merits strict scrﬁtin&; 107/ Secondly, tﬁe
Court examines the proposition that education is a "fundamental‘intefest." It

concludes after a lengthy discussion: 108/

We are convinced that the distinctive and priceless

function of education in our society warrants, indeed compels,

our treating it as a 'fundamental interest.'

First, education is essential in maintaining what several

- commentators have termed 'free enterprise democracy' -- that
is, preserving an individual's opportunity to compete success-—
fully in the economic marketplace, despite a disadvantaged
background....S5econd, education is universally relevant....
Every person...benefits from education....Third, public

104/
- Ibid: p. 17,

105/

Ibid: p. 18,
106/ " -

Ibid. pp. 19-20.
w01/

Ibid. pp. 18-33,
08/ "

Ibid. pp. 42«45,
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education continues over a lengthy period of life —-

. between 10 and 13 years.... Fourth, education is un-
matched in the extent to which it molds the personal-
ity of the youth of society.... Finally, education
is so important that the state has made it compulsory ——
not only in the requirement of attendance but also hy
assignment to a particular district and school.

The fact that wealth is.considered to be a suspecﬁ classification
and the fact that education is judged to be a fundamental interest both
require that the Court apply the strict test of equal protection under
the Fourteenth Amendment. The Court therefore turns to tﬁe "final step
in ghe application of the strict scrutiny equal protection standard ——
the determination of whether the California school financing system,
as presently structured, is necessary to achleve a coﬁpelling staﬁe inter- -
est.'égg/ It refutes both arguments put forth by the Stéte -~ that the
current system assurés "local responsibility for control of public educa~ ‘
tion," and tha; it allows each local district "to choose how much it
wishes to spend on the education of its cﬁildren." These state interests
are judged insufficient because: (a) "even.assuming arguendo that loc;l
administrative control may be a compelling state interest, the present
financial system cannot be considered necessary to further this interest,”
and (b) "under the present financing system, such fiscal free-will (of
each local district) is a cruel illusion for the poor school districts."llo/

Having failed to discover a compelling state interest which would justify

109/

Ibid: p. 45.

110/

Ibid: pp. 46-47.
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the continuation of the current school financing system under strict

judicial scrutiny, the Court finds the system to be in violation of the

11/

- . Fourteenth Amendment:£“~

We, therefore, arrive at these conclusions. The
California public school financing system, as pre-
sented to us by plaintiffs' complaint supplemented by
matters judicially noticed, since it deals intimately
with education, obviously touches upon a fundamental
interest. For the reasons we have explained in de-
tail, this system conditions the full entitlement to
such interest on wealth, classifies its recipients
on the basis of their collective affluence and makes
the quality of a child's education depend upon the
resources of his school district and ultimately
upon the pocketbook of his parents. We find that
such financing system as presently constituted is
not necessary to the attainment of any compelling
state interest. Since it does not withstand the
requisite "strict scrutiny,” it denies to the plain-
tiffs and others similarly situated the equal protec-
tion of the laws. If the allegations of the complaint
are sustained, the financial system must fall and the
statutes comprising it must be found unconstitutional.

Although it is generally agreed that the Serrano decision has
important implications for‘the school financing'systgms,eﬁployéd by
all the étates except Hawaii, there ié_less agreement as to the exact
nature of these implications. First, the Court's decision was not a
judgement on the merits of the case, but only determined that the
California‘school financing system was unconstitutional if the facts
alleged by the plaintiffs were proven at trial. The case was remanded
to the trial court for a‘hearing on the facts themselves. The Courﬁ also
made no determination of the relief available to the plaintiffs, and in
a latef'clarification of its‘ruling, noted that the trial court could, if

it found the state financing scheme unconstitutional, provide for an orderly

111/ _
Ibid: pp. 54-55.

L —
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transition to a new scheme.ilgl.

Secondly, the national impact of the decision is unclear. The
California decision has no binding effect on other states unless
affirmed by the U. S. Supremé‘Court. An appeal to that Court was
ruled out "at this time' by the California Attorney General according to
an article in the New Yprk Times dated January 1, 1972.112/ The decision
has nonetheless had considerable persuasive effect and has been relied

on to a substantial degree in the decisions of two U. §. District courts.

2. Van Dusartz v. Hatfield (Minnesota)

On October 12, 1971, Judge Miles Lord of the United States District

Court for the District of Minnesota, in the case of Van Dusartz v. Hatfield,

denied a motion to dismiss an action challenging the consfitutioﬁality

of the Minnesota school financing system bécauaelit "makes spending per
pupil a function ¢f the school district's wealth [and] violates the equal
protection guarantee of.thé l4th.Amendment to the Constitution of the

United States_ﬂllij *He retaiped jurisdiction in.;hg case but deferred further

action until after the close of the 1971 Minnesota legislative session.

Clearinghouse Review. Modification of California Supreme Court
Serrano decision. V, 5, January 1972: p. 537.

113/ .
New York Times. California won't appeal property tax ruling now.
New York, January 2, 1972: p, 12

114/ C ;
U. S. District Court Minnesota. Donald van Dusartz and Audrey van
Dusartz et al, v. Rolland F. Hatfield, Auditor of the State of

Minnesota, et al. [n.p., 1971] p. 11.
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3. Rodriguez v. San Antonio Independent School District (Texas)

On December 23, 1971, a thrée~judge panel of the United States
District Court for the Western District of Texas delivered a decision

on the merits in the case of Rodriguez v. San Antonio'independent

115 :
School District.“-j Also relying heavily on the Serrdno opinion, the

Court conciuded "as a matter of law, that the plaintiffs have been denied
equal profection of the laws under the Fourteenth Amendment to the United
States Constitution by the operation of Article 7,-paragra§h 3 of the. -
Texas Constitution and the sections of the Education Code relating to the
116/

financing of education, inecluding the Minimum Foundation Program.

Unlike the courts in Serramo and van Dusartz, which only ruled on motions

to dismiss, the Rodriguez court made a decision on the merits and was
therefore faced with the‘qﬁestion of what remedies”to aPply.l The Court
fecognized that just because the current s;stem of school finance Qas
adjudged unconstitutional, the Court did ndt.thefeby ascertain what -

system would be constitutional. 'Réther; it cﬁose_to:déiay‘thé effective
date-of its order restraining the defendants and'bthér State education
officials from enforcing the provisions oflthe state Const;tution and
state“laws which were héld to be unconstitutional for a period of two

years "in order to afford the defendants.and the Legislature an opportunity
to take all steps reasonably feasible to make the school system comply with

the applicable law; and without limiting the generality of the foregoing,

115/
-~ U. 8. District Court. Texas (Western District). Demetrioc P. Rodriguez,
et al. v. San Antonio Independent School District, et al. [San Antonio,

1971]

116/
Ibid: p. 8.




£ Loai
e Tt

et 12-':*“..:. e

S e s

o LT

CRS-84

to reallocate the school funds, and to otherwise restructure the taxing
and financing system so that the educational opportunities afforded the
children attending Edgewcod Independent School District, and the other
children of the State of Texas, are not made a function of'ﬁealth, other
than the wealth of the State as a whole, as required by the equal protec—
. 117
tion clause of the Fourteenth Amendment to the United States Constitution."———/
Should the Legislature fail to act within that time, the Court "is author-
ized to and will take such further steps as may be necessary to implement .
- ' 118
both the purpose and the spirit of this order;“———/ The burden of change
was thus placed squarely on the shoulders of the Legislature. In doing
so, the Court noted that the Legislature had a wide range of alternatives
to choose from in redrawing the system;ligf
Now it is incumbent upon the defendants and the
Texas Legislature to determine what new form of
financing should be utilized to support public edu-
cation. The selection may be made from a variety
of financing plans so long as the program adopted
does not make the quality of public education a
- function of wealth other than the wealth of the
~ state as a whole, ‘
As a decision of a 3-judge District Court, the Texas decision could be
directly appealed to the U.S. Supreme Court, and on January 8, 1972, the-
State Board of Education of Texas voted unanimously to appeal the ruling
in the San Antonio case directly to the Supreﬁe Court, opening the prospect

20/

that the case might come before the high Court reasonably soona£~—

117/
Ibid: p. 9,

118/
Ibid: p. 9,

119/
Ibid: p. 8

120/ - .
New York Times. High court to get plea on school tax. New York,

January 9, 1972.
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(Hudson County) in the case of Robinson v. Cahill, delivered January 19,

: = 12
1972, added a new dimension to the school finance decisions.lg;/ The
case was brought by a group of plaintiffs which included the mayors of
Jersey City, Paterson, Plainfield and East Orange, the cities themselﬁes,
and their Boards of Education, as well as individual students and tax- '
payers of the State. In the section of his opinion presenting an exposi-.
tion of the state school system and the workings of its financial arrange-
ments, Judge Botter included extensive information concerning the position
of largé cities in relation to other types of district in the State.
He based his ruling almost entirely on the State Constitution and State
laws, unlike the earlier decisions which had concentrated on the Equal
Protection Clause of the Fourteenth Amendment to the U, S. Constitution.
Judge Botter first examined the Bateman Act, enacted on October 26, 1970
to take effect on July 1, 1971 as the law governing distribution of State
funds to local school districts in New Jersey, and the education clause of
; s 122/
the State Constitution, which provides that:—=
The Legislature shall provide for the maintenance

and support of a thorough and efficient system of

free public schools for the instruction of all the

children in the State between the ages of five and

eighteen years.

Consideration of the Bateman Act was complicated by the fact that it had

not been fully funded, so that the amount of money actually appropriated

121/ ‘ :
New Jersey. Superior Court. Law Division - Hudson County. Kenneth
Robinson, et al.. w., William T. Cahill, et al. [n.p., 1972]

122/
Ibid: p. 54,
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for distribution to local school districts was allocated such that each
district received the amount allotted it under the previous foundation
formula plus 20 percent of the difference between that amount and the

amount it would receive under the Bateman plan, fully funded. Judge Botter

drew the foliowing conclusions:igé/

The Education Clause was intended to do what it says,
that is, to make it a State legislative obligation to
provide a thorough education for all pupils wherever
located.... The word 'thorough' in the Education clause
connotes in common meaning the concept of completeness
and attention to detail. It means more than simply ade-
quate or minimal.... It is clear from findings made
earlier that a 'thorough' education is not being afforded
‘to all pupils in New Jersey. However, the Bateman Act
would probably afford sufficient financing for. a thorough
education if that Act were fully funded. In an area as
difficult and costly as education, the judiciary would not
invalidate a statute simply because all the funds neces-
sary to fulfill its objectives were not made available '
in the first year or two of operation. As the [New Jersey]
Supreme Court said in the West Morris Regional Board case,
; ... where public monies are involved, 'modest objectives
must be allowed even though more pervasive ones would be
welcome.' A statute may not be invalidated 'merely be-
cause it would also be reasonable to do more.' This is
not to say that a statute will be left intact without a
reasonable expectation that the fundamental constitutional’
demand for a thorough education will be achieved in the
near future. A court would consider at least taking such
steps as are necessary to allocate available resources in
order to more closely approximate the constitutional de-
mand. As a first step, certainly, the provision affording.
minimum support aid to each district regardless of wealth
and the same harmless provision of the Bateman Act should
yield to the State constitutional purpose.... As long as
some school districts are underfinanced, 1 can see no
i legitimate legislative purpose in giving rich districts
i ~ 'State aid.' I am satisfied by the evidence that a strong
reason for minimum aid and save-harmless aid is political,
that is, a "give up' to pass the legislation. I conclude,
therefore, that the Bateman Act as presently funded does
not meet the State constitutional standard of a thorough
education for all. Fully funded, however, with funds to

LR S S
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offset inflationary trends, the Bateman Act would
probably reach this goal, even in cities with a high
AFDC composition.... Accordingly, the Bateman Act
will not be invalidated on the ground that at present
funding levels it does not provide a thorough educa-
tion for all. However, the minimum support aid and
save harmless provisions cannot be reconciled at this
time with the command of the Education Clause.

The Judge then turned his at;ention to questioné raised by the equal pro=-
tection guarantées of the New Jersey (and also Federal) ConstiFutions.

He concentrated oﬁ the New Jersey Constitutionm, noting that "whgre educa-
tional objectivés are left primérily to the states, it may be preferable
for New Jersey to Aevelop ifs own rules of equality though they may be
more stringent than fedérai Standards.“lgﬁj Although he observes that in

theory the Bateman Act ."goes far toward equalizing the revenue-raising

_power of local districts," he enumerates various reasons, both theoretical

and practical, why the. plan as operating fails to achieve the goal of

equalization.igi/ One- cause he mentions is the problem of municipal

overburden: "Even if districts were better equalized by guaranteed valua-

tions, the guarantees do not take into consideration 'municipal and county

Ill_.]ié_/

overlaad. Citing the Serrano, Van Dusartz, and Rodriguez cases prev-'

- iously decided in California, Minnesota, and Texas, respectively, Judge

Botter concludés:&&lj'

Providing free education for all is a State functiom.
It must be accorded to all on equal terms. Public edu-
cation cannot be financed by a method that makes a
pupil's education depend upon the wealth of his family -

124/
. Ibid: pp. 62-63,
125/ |
Ibid: pp. 64-67,
126/
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and neighbors as distinguished from the wealth of all
taxpayers of the same class throughout the State....
The New Jersey system of financing public educatiecn
denies equal protection rights guaranteed by the New
Jersey and Federal Constitutions....Education is one
of the most important functions of state governmeats,
and educational opportunities, where the state has
undertaken to provide them, is a right that must be
made available to all on equal terms.... No compel-
ling State interest justifies the State's present
financing gystem. It is doubtful that this system
even meets the less stringent 'rational basis' test
normally applied to the regulation of state fiscal

or economic matters.... A finance system can be
devised for New Jersey which affords equal protection
to all pupils without precluding local control over
public education. The invidious disparities cannot
be justified by any overriding state purpose.

In conclusion, Judge Botter declared that "the present system of financing
public elementary and secondary schools in New Jersey violates the requirements
for equality contained in the State and Federal Constitutions.... The State
muwt finance a 'thorough and efficient' system of education out of State
revenues raised b& levies imposed uniformly on taxpayers of the same class.“lgﬁj
However, the Judge declares that the ruliﬁg shall operate "prospectively
only" ané that therefore the system may remain in operation during & transition
period "unless and until specific operations under them (the laws declared

'iggl The Legislature is given

unconstitutional) are enjoined by the court.'
until January 1, 1974 to adopt a non-discriminatory system, during which time.
the Court will not enjoin school finance operations, except that as of

January 1, 1973 the State is enjoined from distributing State monies '""to any

128/
Ibid: p. 75

129/
Ibid: p. 75
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scbobl districts pursu#nt to the"ﬁdnimum support aid' provisions_and‘the
save harmless provisions of the Bateman Act... which have been identifie&
previously in this opinion." Any funds thus set free are to be allocated
inlsuch a way as to further so far as possible the principles expressed in

the Court's opinion.éég

Judge Botter's opinion offered a rebuttal to certain questions raised
by some observers. First, does the requirement for equality of educatiénal
regources imply & similar requirement for other municipal services, such
as police, fire ﬁrotection, and the like? Under New Jersey law, according
to Judge ﬁotter, it does not because of the special status accorded educa-
tion in the State Constitution. The'Judge's treatment of the problem of
relating school resources and expenditures to the needs of differing stu-
dents casts light on another concern of some observers: does the doctrine
of "fiscal neutrality" require equal expenditures for all students in the
State, and hence the end of compensatory and speclal education programs
for pupils with various handicaps? It would seem from Judge Botter's:
decision thaf, althoqgh the Court might not mandate any particular alloca-
tion of school funds‘according to "educational need," it would probably
consider such allocations appropriate so long as they served a well~defined,

justifiable purpose.

The ruling by Judge Botter;'unlike‘the three.previous school finance

suits which have overturned state school aid plans, relies on state constitu-

‘ tional requirements. If affirmed by the New Jersey Supreme Court, it would be

final and not subject to review by the U. S. Supreme Court.

130/
Ibid: pp. 76=77
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5. McInnis v. Shapiro and Burruss v. Wilkerson (Illinois, Virginia)

The Serrano and related cases are not. the first in which school
financing systems have been challenged as denying equal protection of

the laws.- In at least two previous cases, McInnis v, Shapiro, de-

cided by the U.S. District Court for the Northern District of Illinois

131/ and Burruss v. Wilkerson, decided by the U.S.

132/

on November 15, 1968,

- District Court for the Western District of Virginia on May 23, 196%,<=%

federal courts sustained state laws governing school financing against
constitutional attack. Both decisions were affirmed by the U.S.

Supreme Court.

The plaintiffs in the McInnis case challenged the statutes govern-
ing the financing of public schools in Illinois on the grounds that they
violated the equal protection clause of the Fourteenth Amendment because
they "permit wide variations in the expenditures per student from dié~
trict to district, thereby providing some students with a good éducation

and depriving others, who have equal or greater educational need."%33/

131/ McInnis v, Shapiro. 293 F. Supp. 327 (N.D. I1ll. 1968), aff'd.
rem. sub. nom. McInnis v, Ogilvie, 394 U.S. 322 (1969).

132/ Burruss v. Wilkerson. 310 F. Supp. 572 (W.D.Va. 1969), aff'd.
mem. 397 U.S. &4 (1970).

133/ Mecinnis v. Shapiro: p. 329,
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The Court noticed that, under the financial arrangements in force in
Illinois, substantial discrepancies in the amount of money available
per student remain among the school districts of the State despite

the State school aid program, which is at least partly designed to -

effect equalization.ééi/ Furthermore, it noted that “presumably, stu-

dents receiving a $1,000 education are better educated than those

. 135 ‘

acquiring a $600 schoeling,'—= / It did not conclude from this, how=~
‘ o

ever, that the system was invalid:ig—/

While the inequalities of the existing arrangement
are readily apparent, the crucial question is whether
it is unconstitutional....Without doubt, the educa-
tional potential of each child should be cultivated
to the utmost, and the poorer school districts should
have more funds with which to improve their schools.
But the allocation of public revenues is a basic
policy decision more appropriately handled by a
legislature than a court....

The Court cited two arguments supporting this conclusion. First, the
Supreme Court had previously ruled that the "burden of establishing
the unconstitutionality of a statute rests on him who assails it" and

that "the Fourteenth Amendment permits the States a wide scope of

1347 Ibid: p. 330.
135/ Ibid: p. 331,
136/  Ibid: pp. 331-32.
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discretion in enacting laws which affect. some groups of citizens dif-.
ferently than others." Secondly, the school aid system in Illinois
was held to serve the legitimate purpose of allpwing "individual lo-
calities to determine their own tax burden according to the impor-

| | 137/
tance which they placé upon public schools. " The Court summarizes

its conclusions in the following paragraphs:léﬁ/_

The present Illinois scheme for financing
public education reflects a rational policy
consistent with the mandate of the Illinecis
Constitution. Unequal educational expendi-
tures per student, based upon the variable-
property values and tax rates of local
school districts, do not amount to an
individious discrimination. Moreover, the
statutes which permit these unequal ex-
penditures on a district to district basig
are neither arbitrary nor unreasonable.

There is no Constitutional requirement
that public school expenditures be made
only on the basis of pupils' educational
needs without regard to the financial
strength of local school districts. Nor
does the Constitution establish the rigid
guideline of equal dallar expenditures
for each student. '

137/ 1Ibid: pp. 332-33.

138/ Ibid: p. 336.
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The Court, having found that the system in force did not violate
constitutional guarantees, made‘a further ruling with respect to the
educational needs standard for educational.expenditures put forth by
the plaintiffs:lég/ |

Even if the Fourteenth Amendment required that
expenditures be made only on the basis of pupils'
educational needs, this controversy would be non-
justiciable. While the complaint does not present
a 'political question' in the traditional sense
of the term, there are no 'discoverable and
manageable standards' by which a court can deter—
mine when the Constitution is satisfied and when
it is violated.

The only possible standard is the rigid assump-
tion that each pupil must receive the same dollar
expenditures. Expenses are not, however, the
exclusive yardstick of a child's educational needs.

The three-judge court which heard the case of Burruss v. Wilkerson

held that case to be substantially similar to the McInnis case and re-
lied on that decision in making its ruling:lﬁgf‘

Actually, the plaintiffs seek to obtain al-
locations of State funds among the cities and
counties so that the pupils in each of them
will enjoy the same educational opportunities,
This is certainly a worthy aim, commendable
beyond measure. However, the courts have
neither the knowledge, nor the means, ner the
power to tailor the public moneys to fit the
varying needs of these students throughout -
the State. We can only see to it that the

139/ 1bid: p. 335.

140/
Burruss v. Wilkerson: p. 574,
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é . C ‘outlays on one group are not invidiously
' B greater or less than that of aznother.
No such arbitrariness is manifest here.

OQur conclusions here are supported by
the decision of the three-judge Federal
Distriet Court in McInnis v. Shapiro....
The circumstances of that case are
scarcely distinguishable from the facts
here, Virginia's division of school
funds closely paralleling Illinois’.

Bl

While we must and do deny the plain-
tiffs' sult, we must notice their be-
seeming, earnest, and justified appeal
: for help., Virginia, we are told, is
3 ‘ studying the school conditions in Bath
' and other counties confronted with
_ similar inequalities. The General
) BT : Assembly undoubtedly will come to
. their relief,.

Both the McInnis and Burruss decisions were affirmed by the United

. States Supreme Court without opinion.

The Courts in all four of the more recent school finance éuits"
specifically considered and rejected allegations by the defendants that

.the decisions of the Supreme Court in McInnis and Burruss were control-

ling. The Serrano court noted that while the McInnis case was techni-

cally a decision of the Supreme Court, many commentators have noted that
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such per curiam (unsigned) affirmances have only limited precedential

141/ . :
value. At any rate, the Court felt that the contentions of the.

plaintiffs‘in the Serranc case differed significanﬁly from those in
McInnis%iZ/ While the plaintiffs in McInnis "rapéatedly emphasized
'educa?ional needs' as the proper standard for measuring school fi-
nancing against the equal protection clause," and the nebulousness
and nonjudiciability of this standard were "the basis for the
McInnis holding," the plaintiffs in the California suit employ

"a familiar standard which has guided decisious
of both the United States and California
Supreme Courts: discrimination on the basis of
wealth 1s an inherently suspect classification
which may be justified only.o% the basis of a
compelling state interest!' 143/ ’

"Assuming...the truth of the material allega-
tions...and considering in cenjunction there-
with the various matters which we have judi-
cially noticed, we [the Court] .are satisfied
that plaintiff children have alleged facts
showing that the public school financing
system denies them equal protection of the
laws because it produces substantial dig-
parities among school disfricts in the

amount of revenue available for educationfgffg

141/ Serrano v. Priest: pp. 57-38.
142/ Ibid: pp. 59-62.
143/ Ibid: p. 59.

144/ Ibid: pp. 60-61.
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The Courts im the Minnesota and Texas cases offered similar arguments.
Judge Botter, in the New Jersey case, distinguished the instant case
from the McInnis and Burruss decisions on the grounds thaniigf

one facet of the case at hand does invite a simple
standard. Since the State Constitution requires the
‘State Legislature to provide a thorough education

for all pupils age 5 to 18, a tax levied to raise
revenues for that specific State purpose should be
applied wmiformly to all members of the same class

of taxpayers. Under the present system taxpayers in
different districts pay different tax rates for school
purposes. To the extent that these revenues fulfill
the State's constitutional obligation to provide a
"thorough' education, the purpose remains a common
State purpose, not a local purpose. (It is noted that
there is no comparable provision in our Constitution
dealing with municipal services such as police, fire,
sanitation, etc.) Accordingly, the 'equality' provi~
sions of the State and Federal Constitutions preclude
taxing the same class of property at different rates.

~ 6. Conclusions
The clarifications issued by the California Supreme Court subse-
quent to its original August ruling and the decisions of the courts in

Minnesota, Texas, and New Jersey appear to have resolved some of the

145/ Robinson v, Cahill: pp. 70-71.
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controversies which arose_following the Serrano décision concerning

. . the substantive implications to be drawn from the case, assuming thatﬂ
it was upheld in further actions before state and federal coufts.
Coons, in testimony before :he Senate Select Cﬁmmittee in September,
1971, stressed the importance of remembefing the esgsentially negative
character of the Serrano decision. It judged that one plan of fi-
nancing schools; that currently in force, violated Cons£itutional
guarantees., It required of any alternative plan that it assure that
school revenues not be dependent on wealth, i.e., it established a
principle of "fiscal neutralityf required of state school aid pro-
grams.iﬁéf But it did not stipulate any parﬁicular scheme to be
enacted in the state. This element was made élear in the Texas and

- 'New Jersey rulings. One important consequence 1s that the property
tax itself does not appear to be ruled‘illegal, and remains a
potential source of school revenues under any newrplan, so long as
the method chosen to administer the property tax and to Qistribute
its revenues eliminates the_link‘between loéallgealth énd school

revenues. The decisions following the Serrano case seem to imply

146/ U.S. Congress. Senate. - Equal educational opportunity. Part 16:
ppb 6850""51- ’ -
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that the Courts would prefer to leave the choice of a particular
school financing plan from the ﬁany possible alternatives to the
Legislature; of fhe various states rathef than {ntervening to es-
tablisﬁ some new system by court order. The Legislatures have a
wide 1eeﬁay in working out a new system which would comply with the
Constitutional requirements being set down by the Courts and also -
reflect the special traditions and desires of each state. There is
evidence that legislators and execﬁtive officials in some states,
as well as educational reformers outside the government, see in the
cases an opportunity for the state govermments to enact desired
reforms in an inequitable system and a means of enlisting support
for change among legislatqfs and groups of citizens who have not
previously 5een favorable to massive changes in the educationall
support system. .In Michigan, for example, Governor Milliken and
Attorney Generéi Frank Kelley pledged in early October, 1971, to

seek a State Supreme Court ruling that Michigan's school finance

; 1 .
 system was unconstitutional.—ﬁzj Governor Milliken proposed major .

changes in the Michigan school finance program as early as 1969.

147/ New York Times. Officials in Michigan te seek a court ruling
on school support. New York, October 4, 1971,
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Since the decisions delivered so far deal only with state school

- finance plans, their implications in terms of federal educational

- programs and responsibilities remains unclear. John Coons, author

of the book Private Wealth and Public Education and an influential
figure in Serrano and other cases, and Sarah Carey, representing

the Lawyer's Committee for Civil Rights under Law, which has béeq 2
coordinating school finance suits in states throughout the'nations
agreed in their testimonmy Eefore the Senate Select Committee on

'Equal Educational Opportunity that the legal precedents established

in the Serrano case would not require the Federal Govermment to inter-
vene in order to equalize educational ;eéources among the states.

They base this.conclusion on the fact that the federal constitution
does not require the Federél Govermment to provide educational ser—

vices, while state constitutions do typically require this of state

- 'govermments. Therefore, although the Fifth Amendment may require that

the Federal Govermment provide such educational services as it may
choose to offer in an eﬁuitable fashioﬁ, it does not require it to equal-
ize state resources for programs beyond the realm of the federal

148
responsibility.““/ Other observers disagree, arguing that the Federal

148/ U.S. Congress. Senate. Equal educational opportunity. Part 16:
p. 6860, '
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Government may be reqﬁired to equalize thg resources available for
education amdng the several states in accordance with the definition
of education as aAfundaméntal interest and that, in any event, the
Federal Govérnment may wish to intervene to effect interstate equaliza-

tion as states achieve intrastate equality and the different abilities

of the atétes become more clearly visible,
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ALTERNATIVES: THE STATE LEVEL

If the trend of decisions by the Courts continues in its current

~direction and if the Serrano and related opinions are eventually upheld

by the United States Supreme Court, the Legislatures of the various states
will be required to provide some new plan for the proﬁision of the State's
public elementary and secondary schools which will be sﬁfficient to assure
both some standard of quality education and an equitable distribution of ‘
the school resources and tax burdens among the students and‘taxpayers of
the State. Even before the series of Court rulings related ﬁo school
finance, however, many.observers felt that effective reform of the school
support system in the United States'depends in large measure on the gov-
ernmenfs of the fifty States, and that local and federal effqrts to aid in
reform can only be supplementary to efforts by each state government, - By
the time of the Serrano ruling in Auguét,.1971, efforts were underway in

a number of States to study ways of improving‘the quality and equity of.
the schools, and to implement needed reforms by legislative ﬁeans. The

current Court decisions have lent added impetus to such refoym efforts.

On the taxation side of the school financé problem, various solutions
have been‘pr0pqsed tﬁlrender Ehe burden of suppofting the public schools
more equitable. The least radicél measures would involve reform of the
existing system of local property taxaﬁion to‘eliminate the differential
burdens which it currently imposes. Improved assessment techniques could

reduce the discrepancieé arising from different assessments levied against

T T U
i
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similar properties in different districts of the State and even wiﬁhin' 
single districts. State assumptibn of the task of aséessment,‘or perhaps
only of the assessment of industrial property, has been suggested as a
means of improving the quality and equity of assessment procedures acrﬁss
the State as well as restricting the political pressures on local assessors
to vary assessment practices to serve speciai purposes. Even a completely
standard, rationalized local property taxation system would not, however,
solve the problems of equalizing the taxes acrosé the State for the support
of common State services, and of assuring sufficient funds for the mainte-
nance of these servi¢es at a desired level of quality. Governor Anderson

stressed this problem in his Budget Address to the 1971 session of the
149/ ' |

Minnesota Legislature:

In my judgment, no one can argue in the year 1971,
at this late hour, that the state has no responsibility
for high real estate taxes simply because the state
does not levy a mill rate....

When we fail to raise nonproperty taxes on the state
level, we know real estate taxes must and do go up, If
we want to reduce the tax burdens on our homes and on
our real estate, then we must raise nonproperty taxes
and return the money to local units of government,

It is hypocritical to state that property taxes are
local and that they are not therefore the result of
state action. The scandalous property taxes which
today are literally driving Minnesotans from their
homes are the 'direct result of legislative failure to
properly fund education at the state level from non- .
property sources.

149/ : .
Minnesota. Governor Wendell R. Anderson. Budget Address to the 67th
session of the Minnesota Legislature. St. Paul, Minnesota, 1971: p. 3.
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It is dishonest to speak of two tax systems —-
state and local -~ as if each existed without effect
on the other. Minnesota has a single tax system ——
and the taxes all come ultimately from one source —-
your pocketbook. We cannot look at any one tax source

without looking at its effect on other sources -- at
every level of our government.

An increasing awareness of the interrelatedness of state taxes

and the local property tax, Which has traditionally served as the residual

source for education funds, as well as the emerging acceptance of education

as a common state purpose fof which the State government bears primary
responsibility -- combined with reeistancelto quickly rising local property
tax burdens =- have led to various proposals to shlft educational support away
from local taxes altogether. Instead, the State would derive revenues

from its own sources for ﬁistribution to local educational agencies. One
alternative proposed £ﬁ several states is that the Staﬁe institute a state=~
wide property tax at a unifo}m.rate to replace ﬁhe local.property tax as a
source of funds for public‘education. (a variaoion ﬁouldl ﬁave local dis-
tricts levy property taxes at a uniform rate and turn the proceeds over to

a state education fund.) Such a state-wide property tax might be a permanent
or a ﬁransitional measure. The Fleischmann Commission of New York State, for

example, has proposed that the State impose a state-wide prOpefty levy of

- $2.04 per $100 of equalized assessed valuation, which is currently the

. average millage levied by the State's localities for educational PUTPOSES.

This property millage would remaihka permanent feature in the State's educa-

tional support system, but would be held constant at the proposed level,
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80 that its proportion of the total educational revenues would gradﬁally
decline as educational expenditures rose. Eventually the burden of
producing educ#tional revenues would shift, in the New York plan as well

as plans presented in other states, to the general sburces‘of State reve-
nues, notably the state income and sales taxeé.iggj In'éome proposed §ians,
unlike.New York's, the property tax component of the s;ate tax scheme would
be pureiy transitional; iﬁ would serve to lesgen the windfall gains and
losses which would arise from an abrupt ending of the property tax but
would gradually be completely phased out so that all educational revénues
would come from nonproperty state tax sourées. Governor Milliken of
Michigan has proposed the introduction of a state value-added tax, along

with a rise in state personal income taxes, to produce revenues at the

state level which would allow the State to fake full responsibility for the

. funding of the public schools and to eliminate reliance on any property

taxes for eduéational monies.lél/

The two gemeral types of tax reform proposed —-- continued reliance on
a reformed local property tax and a switch from local to state taxes, which

might be on property, sales, income, or some combination of tax bases ==~

150/
New York State. Commission on the Quality, Cost and Financing of
Elementary and Secondary Education. Op. cit.: pp. 2.26-2.27.

151/ o ,
Michigan. Governor William G. Milliken. Special message to the _
Legislature on excellence in education -~ equity in taxation. Lansing,
Michigan, April 12, 1971.
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roughly correspond to the two general areas of reform proposed for the
- : state school aid distribution programs: introduction of some genuinely

effective equalization program or full state funding.

It would seem that nothing in the series of Court decisions dealing
with school finance rules out a State's continued reliance on a locally=-

Lans
' administered property tax, so long as it takes sufficlent steps to assure

uld that the link between local wealth and available school resources is broken,
i.e,, that it undertakes an effective equalization program. Such eqnall—
zation could be achieved in various ways. One method available to at
leest some states is the elimination of 1oepholes in the foundation and
percentage-equalization programs currently in force. As described above,
! however, the overall effectiveness of any equalization plan is in part

a function of the level of state funding, so that the effect of any of
the the eXisting plans depends on such factors as the level of expenditures
provided for by the state, the deductible local contribution, and the limita-
tions, if any, on ad@itional local spending beyond the level of the foundatior
or maximum equalized expenditures. Full equalization via existing programs
ich might therefore require additional state money as well as a more stringent
plan. A second alternative has been outlined by John Coons and his assocci-
ates; called "district power equalization." Under this plan, each school
district would set the rate at which it desired to tax itself for educational
purposes. The State would guarantee the district a predetermined amount of

revenue corresponding to the chogen tax rate. The revenue could be determinec

by some formula or could simply be set forth in a table established by the
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Legislature giving the pef pupil revenue to be guarantged for each possiblg
level of local taxation. Minimﬁm and maximum local tax rates could be
fixed so that a miﬁimum level of educational expenditures could be guaran-
teed throughout the state and a maximum set for total educational expendi-
tures in the state.ééa/ A major advantage claimed for district power
equalizing lies in its retention of the district's ability to choose the
level of its educational expenditures and, presumably, the quality of its
educational services. The district makes this choice when it chooses a |

property tax millage, but the resulting expenditures depend not on local .

~ wealth but on the levels of state-guaranteed revenues which are constant

throughout the state. In this simple form the plan does not account for
"municipal overburden," that is, the fact that the same tax rate will bear

more heavily in districts with greater non-educational services to provide.

' Presumably, however, this factor could be accounted for in a modified version

of the plan..

Assuming that local property tax administration prac;ices were
reformed and an effective equalizétion_program devised, there remains in
most equalization schemes a difficult poiitical problem. Unless thefrela—\
tionship of the required levels of expenditﬁre and local tax effort. is
such that the richest district in the state receives less income from its
mandated local tax effort than required tolsupport the gusranteed expendi-
tures per pupil, sbme districts will generate ﬁexcess revenue" from the

mandated tax which must, in theory, be collected from these districts for

152/ .
John E. Coons, et al. Op. cit.: part II.
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redistribution to poorer districts. Past experience seems to indicate that

such direct redistribution of local revenues engenders nearly insuperable

opposition. It has in fact.been achieved in only one state, Utah. One

solution is to have all local tax revenues placed in a state education fund

from which school districts are funded. Ahothér gsolution Is to avoid the

issue of direct revenue redistributions by moving the funding of educatien

up‘to the state level entirely.

The problems involved in administering and equalizing a system of school
revenues depending in large part om local ﬁroperty taxes, coupled with the
need to produce‘substaﬁtial increases in the total revenues available for the
public schools, have led a considerable number of observers, as well as officials
and commissions in several states, to advocate the introduction of full state
funding of the public elementary and secondary séhools. Currently only
Hawaii employs such a sjstem. It is a¥gued that the shift to state funding
would allow a more balanced and rational use of the different sources of

revenue available_within the state —- some of which are available only to

the State. It would relieve the schools of their dependence on annual local

 budget elections and the consequent insecurity of local school revenues. It

would eliminate the difficulties agsociated with the administration of local
property taxes as well as those stemming from the wvast differences in re-
sources available to different school districts. In fact, it might remove
some of the justifications for the maintenance o£ the current distribution
of school districts —— which results at least, in part from the desire of

residents of wealthier districts to retain their fiscal advantages.
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 0n the other hana, observers have noted that many problems remain
under full.state.funding. ferhaps the most difficult.is the choice of a
level of spending, especially if tﬁe system, as seems likely, envisages
equivalent spending by ail districts. The cost_of'raising all districts
in the stgte up to the‘level of expenditures enjdyed by the highest-
spending district, even excluding a small-ﬁumber of freakishly wealthy dis-
tricts, would, in most if not all states, involve an incréase in total
expendltures for education well beyond that which might be‘deemed feaéible-
in any short period. Should the state set a level of expenditures lower
than some school districts, however, it becomes liable to charges of
"levelling down" the better schools and causing a drop in the quality of
the best of the state's schools.. This in ﬁurn may cause general ham to |
the extent that the better schools serve as "ligﬁthouses" for educational
innovation and experimentation and produce improvements which are then
shared by less fortunate districts. Furthermore, any abrupt change in the
revenues available to school districts on the order implied.by raising
the lowest expenditure district up to the level of the highest -~ or even ﬁo
the state median or some other intermediate poinﬁ.-- would arguably imply
great wéste because it would take some time.for ﬁhe disﬁrict to &evelob the
staff, programs, and facilities needed to make effeétivé use of its )
increased;resourcesg cbnversely, efforgs to reduce or even keep'constant the
expenditures of richer.districts would be iq part frustrated by contractual

and other long-term obligations of these districts which cannot immediately

be abrogated.

The state would also have to deal with the problem of whether to allow

local districts to supplement the state expenditure levels with additional
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funds derived from locai sources, and if so, what limits to set for such
- - local.supplemeﬁts. The allowance for some local supplements might seen
desirable in order to ﬁermit some expression of the district's special
desires for eéucational services or to compensate higher-spending districts
for‘the restfictions_being placed upon their spending. However, unless
limits were placed on the local supplement‘it might easily restore the prob-
lems of local differences which state funding was designed to eliminate;
also, equal.protection arguments might require that the supplementary expan-
ditures be equalized by the state so that poorer districts could benefit as
well as richer districts, and this.would require'reintroduction of the elab-

orate and problematic equalization mechanisms.

Opponents of full-state funding advance two further, related arguments
~against the plan: it would result in uniformly mediocre school programs
throughout the state and it would desfroy local control over the schoqls.
With respect to the first criticism, it can be argued that nothing in the
full state funding proposals or tﬁe court decisions overturning existing school
C ‘ finance systéms requires identical spending on every pupll in the state.
By manipulating the formula used to distribute the state funds to the local
éistricts, the state could take into comsideration the varying needs and
costs of the different pﬁpils and school districts. Special programs for the
¢ ‘ physically and emotionally handicapped, compensatory education for the educa-
ﬁionally disadvantaged, extra funds needed to supporﬁ equivalent programs in
high~cost areas ;— these and other legitimate state intérgsts could be achieved
within the context of the state distribution formula. The overall'quality of

the state's schools would presumably depend on the total expendituﬁes which

the state chose to make on its schools, so°that the mediocrity or excellence
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of the system as a whole would be related to political decisions concerning the
level of state investment in education.. The Quality of some individual schools

could be threatened with the introduction of £full statée funding.

The arguments concerning locél control of the schools continue to rage, and
involve a number of issues beyond the financial support system. Opponents of
increésed funding of schools from levels above the local school district argue
that contr§1 inevitably follows money, and that state assumption of school costs
nust eventually mean increased state interference in the running of the scheools.
Advocates of state funding, while not gainéaying the value of‘lbcal control over
the running of the schools, argue that local control would not be lost under full
state.funding. Rather, local school boards could devote their full attention‘to'
educational matters and would be freed from the time-consuming and frustrating
search for funds. Furthermore, these advocates point out that local centrol is
far from absoclute even now, since each state has an elaborate system of state
agencies and regulatory legislation which control many of the activities of the
local séhool boards. Lastly, too, there is the argument advanced by the California
Supreme Court that local controel, however worthy an ideal, is a "eruel illusion”

for poor districts under current arrangements.

 Efforts were already underway in various states to reform the educational
finance érrangements when the Serrano decision brought the subject into the
national spotlight. ‘Some of the major programs proposed or enacted in this

field are summarized in the following section.
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. 1. New Yorkl53/

The New York State Commission on the Quality, Cost and Financing of
Elementary and Secondary Eduéation, commonly called the Fleischmann Com-
mission after its chairman, Manly Fleiéchmann, wag appéinfed by Governer
Rockefeller and the Board of Regents of the State of New York late in
1969 and charged with making a thorough examination of the quality, cost
and financing of public schools iﬁ the State and also with making.recom-
mendations for the improvement of perf;rmance in all these areas. The
first three chapters of the Commission's Report were released in New York
on January 29, 1972. Chapter two was entitled "School Finance: Toward
Equality of Opportunity" and consisted of a thorough study of the existing
financial arrangements of the public schools in New York and recommenda-
tions for changes in the State's educational finance system.:

The Commission recommended that the State of New York assume full
responsibility for the funding of all public schools in the State. The’shift
to full state funding would eliminate completely the local role in the
raising of educational revenues; local school districts would be barred
from raising aﬁy additional school funds from local sources. .The Commission
recommended that the State impose a uniform stateﬁide property tax at a-iéte
of $2.04 per $100 of full value of property, the prevailing average rate

in the State; this rate would be permanently frozen, except that the rate

153/

Pumties el

New York State. Commission on the Quality,Cost, and Financing of
Elementary and Secondary Education. Op cit.: chapter 2.
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on residential property might subsequently be lowered, and additional
revenues for educafion would have to be derived from State nonproperty
tax sources so that the proportion of property-tax revenues for educa-
tion would gradually decline. Although such a fixed rate would not
specifically take into considefation the pfoblems of municipal over-
burden and might in fact mean some rise in the school tax rate in New
York City and other large cities, the'Commissioh‘néted tha:fhese,cities -
could expect even higher rises in the absenée of gtate tékeovep and
would therefore be granted some property tax relief ﬁﬁdér the proposed
plan. A system of tax credits for low income families would be established—
to relieve the burden of préperty taxes on theée families, whether they
owned their own homes or rented. |

On the distribution side, the Commiséion recommended that all districts
be brought up to the level of the‘district spending at tbe 65th percentile
in a ranking of districts according to their expenditures per weighted
pupil in the year prior to the program's commencement -- that is, to
the level of the district which spends more than 1s spent by 65 percent
of the state'g districts but less than is spent by 35 percent of the
state's districts. Allocations would be made on the basis of weighted
average daily_membership (enroliment) rafher than average daily atten-
dancetto avoid penalizing districts with high truancy and dro#out
rates; the extra weight for secondary school pupills would be eliminated

on the grounds that it dilutes the effort in elementary schools, where
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educational deficienéies can be caught early and dealt with most effectively.
‘Students scoring below a certain level on state-supervised, standardized
tests would be weighted 50 percent more than other pupils, with most of
the additional funds channeled intoc elementary schools.

In order to avoid abrupt changes, the Commission provided that the
realipnment of tax burdens and spending levels should be spread over a
period of three to five years. ADistricté spending above the 65th percentile.
at the start of the new program would be allowed to continue their expendi-
ture levels with State funds, but would be barred from increasing expendi-
tures until the State had broyght up spending in all other districts teo their
level. Districts spending below the 65th percentile would be raised by 15
percent of the state—guaranteed expenditure level each year until they
reached that level (the expenditure level of the 65th perceﬁtile district);
the Commission estimated that the poorest district would reach the state-

mandated level in the fourth year of the plan's operation.

2, Massachusetts .}éﬁi

The Commonwealth of Massachusetts established a Special Commission
to Develop a Master Plan and Program for Taxation Within the Commonwealth

by resolves of the legislature passed in 1967 and 1969. The Commission

154/

U.S8. Congress. Senate. Equal educational opportunity. Part 16:
pPp. 7973-8014. '
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was charged with studying 'the entire area of taxation within the
commonwealth, including State, local,special district and county taxa-
tion, and the assessment, collection and distribution of taies and
revenue with the purpose of developing a master taxation planning pro-
gram for the commonwealth for the period nineteen hundred and sixty-nine
to nineteen hundred and seventy-nine, inclusive.”

The proposals of the Commission included the introduction of a State-
wide property tax as an integral part of the State's taxation effort. The
Commission expressed concern that the State relied too heavily on the re;
venues of the local property tax and that the burden of thap tax on the
taxpayer was excessive. It proposed that the State property tax, combined
with a residual local property tax, provide approximately 42 percent of
all governmental revenues, down from the curreht 54 percent. The local
governments would levy property taxes to pay the residual coéts of local
services after state ai& and Federal aid had been expended, The State

would levy its property tax at a rate such as to bring'the total property

yield to the required 42 percent of all révenues; the State property tax

yield would go into the general State fund from which expenditures for-

both the costs of State government and aid to local governments would be

' funded. The Commission enﬁisaged the State component of the préperty tax

as by far the larger.
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The Commission further proposed a redistribution of the responsibilities
for providing various governmental services, with the State assuming grearer

responsibilities for funding in view of its increased share of the total tax

‘revenues. In particular, the State would increase its responsibility for

providing the funds required by the local public‘schoolé._ It would proﬁide
amounts determined under the School Building Assistance Program and, ﬁore
importantly, it would provide an "amount per child in average daily mémbe}—
ship equal”to 90 percent of-;he average cost per child in the Commonwealth
for the preceding fiscal year, or, if lesser, the amount per child actually
expended during the preceding year.' Localities would be allowed to supple-
ment these expenditures with funds derived from the residual local property
tax. The distribution scheme appears to be a modified'foundation plan with
the foundation level tied to actual expenditure levels prevailing in the
State, and incentives for districts below the envisaged foundétion level to
bring their expenditures up to that level. With respect to the schools,
the Commission states that "it is intended that each community shall hgvé
available to it from State funds, the full amount required to meet a basic
minimum standard of acceptable educational programming, beyond which point

it would provide for itself out of its own property tax."
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3. Minnesota 123/

Governor Wendell Anderson, in his budget message to the Minnesota
Legislature of May 11, 1971, proposed a new school financing scheme called
the Fair Financing Plan. He bases his plan on two propositions: that
prOperty taxes must bear a smallgr proportion of total schgoi expenses‘
in the State, and that the Statemust use a realistic figure in calculatlng
its aid to local school districts. Under prevailing arrangements, he says, -
the State uses a per pupil figure which it is willing to finance but which
falls far below actual distriét expendituxes..‘The Governor would base
calculations on the estimated actual cost, on the average, of educating
the State's pupils. Districts would be required to levy a uniform pro-
perty tax millage which would be set by the State so that the burden on
broperty would be a "fair" one. In order to:compensate for their extra
burdens, the three largest cities, Minneapolis, St. Paul, and Duluth,
would be requiréd to levy less than other districts. The State would pay
the difference betweén the revenues produced by the "fair"” millage,
which would in no district be sufficient, and the amount needed to support
expenditures at the level defined by the State as the actual cost of educa-
tion per pupil in the State as a whole, set.at $780 1in 1971-72 and $819 in

1972-73. Districts currently spending below the defined level would not be

155/

Minnesota. Governor Wendell R. Anderson. Op cit.
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raised to that level immediately, but over several years, according to

a formula similar to that suggested in New York: the district would

receive Its base~year expenditures plus a set fraction of the difference”

" between that and the.State-defined level. Districts could increase local
levies within certain limits to account for cost of living increases without
voter approval. With voter approval they would be allowed to increase -
local property taxes to permit school expenditures above the level get by
the State, but districts wishing to exceed the State level by more than

- ten percent would lose State aid in proportion to the additional local
dollars raised, making it exﬁensive to go far above the State-supported

level..léé/

Thé Governor estimated that under his program the State share
in educational expenses, financed from nonproperty tax sources, would rise
from 43 percent to 70 percent in 1972-73, the second year of operation. :
The program would require $390 million in new State revenues, but local
property taxpayers could expect to regain virtually the whole amount in
property tax relief because total expenditures would not exceed those

. expected under currenﬁ arrangements.

156/

Advisory Commission on Intergovernmental Relations.' Who shouid pay
for the public schools? Washington, 1971: p, 22, :
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The Minnesota Legislafure'enacted'a new school aid plan in its special

session in ‘October 1971, along the lines suggested by the Governor.

4. Michigan 157/

Gove?nor William Milliken sent a special messagé‘to the Michigan
legiélature on April 12; 1971 on "Excellence in ﬁducation - Equity iﬁ‘;.
Taxation." 1In tﬁis message he developed proposals for refofm which he
had originally suggested as earlj as 1969 and pressed for legislaﬁive
action within the 1971 session of the legislature.

Recognizing that the property tax suffers from many failings, among
which he enumerated inélasticity and insufficient growth potential, varying
assessment practices, regressivity, and épepial vulnerability to taxpayer
reéistanée, the Governor proposed that the property tax be totally eliminated
as a source of funds for the support of public elementary and secondary
schools in Michigan. This would be accomplished by an amendment to the

State constitution which would simultaneously reduce the maximum permissible

~millage for all purposes so that real property taxes would be lowered. The

revenue lost by elimination of the local property tax would be recouped by

157/

Michigan., Governor William G. Milliken. Op. cit.
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additional State taxes as Michigan instituted full state funding of the

public schools. Governor Milliken proposed that these new State revenues
i ' be derived from an increase in the State personal income tax and from-

the enactment of a #aluenadded tax of approximately two percent. According

to the Governor the new combination of taxes supporting the school systeﬁ
would be substantially mofe elastic _thanlthe old system and would eliﬁi-
nate the need for regular increases in tax rates.

With the introduction oﬁ fuli State fundiﬁg the problem of distribution
§ of State revenues to local séhool districts would become crucial, and the
Governor urged the Legislature and interested individuais and groups to
devote intensive study to develop a suitable-distributiqﬁ scheme. He also
called for én increase in the total funds available for education, stating
that a simﬁle trade-off of one tax system for another would not suffice

to assure an equitable and sufficient educational system. Lastly, he

indicated that local scheool districts should be allowed to supplement the

State—supported expenditures by levying a special property tax, subject to

voter. approval.
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5. Maryland

In 1971 Maryland enacted a new program under which the State assumed

: 158
the full cost of school construction throughout the State, ——

Citizens Commission on Maryland Government has urged the State to assume

all current operational costs as well. The Commission recommends that the
StaFe finance its increased school responsibility by reassuming the income
surtax now levied by counties, by increasing the State personal income tax
rates and making them progressive, by increasing State corporate income-

and franchise taxes, and by State assumption of a fixed ssrticn of the
proceeds of the property taxes now levied by local governments (equivalent
to a State-wide rate of $1.50 per $100 of assessed valuation for educational

159/
purposes).— —

150/
6, Delaware —

The State of Delaware formerly supplied over 90 percent of all non-
Federal public school funds expended by the local school districts, but in

B ]

158/

Richard M. Cohen. Op. cit.

159/ .

“— Rowland, James B. State urged to pay all school costs. Washington
Star, December 13, 1971. :

Citizens' Commission on Maryland Government. . A responsible plan for the
financing, governance and evaluation of Maryland's public schools. - Balti-
more, 1971: pp. 80-84.

160/ Advisory Commission on Intergovernmental Relations. Op. cit.: pp. 24-26.
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recent years the State.has allowed increasing local supplemen;ary levies
to reduce the State's share to 71 percént.‘ Governor Peterson has argued
that full State funding places'too‘greai a burden on State finances; épdi
that, in addition, retention of some degree of local financial respon-"
Sibility is desirable as a means of guaranteeing local interest in thé
schools. He suggests that the State provide 75-85 percent of the non-

Federal expenditures on public éducation.

161/
7. ¥New Brunswick

The Canadian province of New Brunswick'enacted a major overhaul of

its administrative and tax‘structure in 1967. Under the reorganizatibn'
- the provincial government assumed full responsibility for providing thel
funds for the publicléchoois.‘ A uniform provincial properfy tax was
>instituted and the number of school districts reduced from more than

400 to 33. The program has been contrﬁversial and eQaluations of 1t
have varied, with c¢ritics claiming that programs in the best schools
have suffered and that innovation by better schools has been stifled,
while proponents point to clear advances in the quality of programs

of fered by schools in the formerly poorer districts.

161/ ‘ :
Advisory Commission on Intergovernmental Relations. In search
2 of balance ~ Canada's intergovernmental experience. Washington,
ti- . 1971: opp. 8-10, 49-82.
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ALTERNATIVES: THE FEDERAL LEVEL.

Since the federai government has traditionally plaved a secondary‘role<
in the financing of public elementary and secondary schools iﬁ America and
since the primary responaibilj.ty for the support of these schools has been
held to reside with‘the states, the range‘of alternative roles in the school
support system possible for the federal government appears different from
the alternatives proposed for the state governments, desﬁite analogies bétween
the relationship of the federal government to the states and that of the | |

states to their component school districts.

At the outset, it is necessary to define the nature of thg activities
and the scope of financial involvement in the running of the public schools
which might be deemed desirable for the federal governmenﬁ. In the past the
federal government has chosen‘to limit its role in educational finance to the
funding of categorical progfams designed to serve special goals defined to
be in the national interest. Various'propoéals have been made which would
have provided federal money for the general expenses of,the schools, and
bills»tq that effect are before the current seésion of1Coﬁgress; but ‘none
has been enacted. One important consideration involved in ﬁrevious debates
on general school aid has been the potentiai position ¢f non-public schoois
under a federal general-aid program. Another consideration is cost. Since
the federal government has never provided more than nine percent of the
total revenues of the public schools, any program to involve it in general
school aid would probably require a méjor increase in the total federal
spending for public elementary and éecondary education., Clearly, any law intro-

ducing general federal aid for school operating costs would involve a major

new departure in intergovernmental relatioms.
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A second question arises in conhéction with the differences in

- resources available for schools in different jurisdictions. In its

concentration on categorical aid programs the federal government has

not in the past attempted to equalize the resources available to the

. varlaus states, although the distribution formulae employed for certain

programs have used welghting factors taking into account the wealth

and tax effort of the states. In light of the series of court decisions
declaring education to be a fundamental interest of each citizen and
requiring the states to provide equal resources to their various

school districts, however, the question may well a;ise whether 1t is
necessary, or appropriate, for the federal government to undertake the
task of assuring that the resources avallable for schools in each of

the states be substantially equal.

Recently, the‘attention-focused on the problems of the property tax.
has led both executive and legislative officials of the federal governﬁént
to consider means by which tﬁe federal government could relieve the strains
imposed by the property tax on certain groups of the popuiation and to
assure a-steady and sufficient source of funds for the public schools.
President Nixon, in his address to the White House Conference on Aging oﬁ
December 2,‘1971, promised to take action to reduce the bgrden'of the
property tax, ﬁhich bears most heavily 6n.the elderly and on.others with
low or fixed incomes:iézl |

However -- and now I come to one [subject] that
will be very close, I am sure, to the hearts of most
of the people here, because when I met with repre-
sentatives of this group before this conference was
convened, this subject was raised by every one of

162/ U,S. President., Weekly compilation of Tresidential documents,
December 6, 1971. Washington, 1671¢r pp. #6G0-1601,
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those present., That is the property tax. It is
not related to income, but it is a tax which keeps
going up and up and up; whereas, an older person's
income may be even going down. |

The time has come, in this subject as in others, to
stop talkingabout the impact of property taxes on older
Americans and to act in their behalf, and in behalf of
other citizens 1n similar circumstances. .

The actual and potential activities of the federal government in the

sphere of elementary and secondary education appear to fall into three

 groups: research, categorical aid programs, and general aid programs.

1. Research and Development

The role of the federal governmgnt in'educationél resgarch and de~
velopment projects and in the running or éponsoring oflpilot programs is
well established, althougﬁ some observers fee} that it could be sub-
stantia;ly expanéed. In his Education Message of 1970 President Nixon
proposed the establishment ofla National Institute of Education which
would expand andlcoofdinate the federal efforts in conducting and spon-
soring educational research. Both the House and the Senate included provisions

creating such an Institute within the Department of Health, Education, and Wel-

fare in their versions of S. 659, the Education Amendments of 1971. §. 659 is

currently being considered by a House-Senate conference committee.

2. Categorical Aid

The bulk of federal education aid at the present time 1s distributed
under the various categorical aid programs. There are various prospects
for the development of existing and new categorical programs to suit the

educatioﬁal needs felt by the'Congress and the federal government. One
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possibility 1s the introduction of new programs designed to bring the re~
sources of the whole nation to bear on the most pressing needs of the edu-

cational system. An area of particular concern is the situation in the

schools of the nation's largest cities, which many observers feel has become

critical, even disastrous. The Urban Education Task Force recommended that -

the federal government unidertake a massive program of financial aid to the

" nation's cities. It envisaged a special program under which the federal

government would raise the resources available to city school districts by
one-third. Additional funds would be made available to pay for the increased
space needed to carry on expanded prggrams; While not gainsaying the prob-
lems of poorer.districts outsidg the core central cities, the Task Force
recommended that the resources available to pay for the program be concen-
trated at first in the very large cities, so that the program could be fully
funded in each city in which it was introduced and the maximum results could
be achieved; later, as édditional funds were obtained, additional cities would
be added to the list of those receiving aid.ééé/ Another proposal for special
aid to the largest urban school districts was made before‘the Senate Select
Committee on Equal Educational Opportunity by Mark Shedd, at the time‘Super—
intendent of Schools in Philadelphia, Pennsylvania. He recommended that the -
United States nationalize the school districts of the 25 largest cities:léﬁ/
I am asking that you (the Committee) recommend to

the Congress that the Federal Government nationalize

the big city school districts of this country, that

their operation and their funding be taken over by the

Government,

'T realize only too well that this is a drastic
step, and I recommend it only after 4 years of fiscal

163/ .
Urban Education Task Force. Op. cit.: pp. 303-313 |

164/

U.5. Congress. Senate. Equal educational opportunity. Part 16: p. éélé.
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'agony in Philadelphia and a good deal of soul-searching
in the past several months. The job of rescuing the
Nation's urban schools from disaster simply has become
too big for the limited resources of the State and the
local governments to accomplish,

A sécond possibility involves the consolidation 6f'existing categorical
aids into fewer, broader programs. This has'Been suggested in order to
allow the states and local school boards greater flexibility in the use
of federal money and the development of more comprehensive, longér-term
educational plans, It would also reduce the administrative load borne by
states and school boards in applying for and satisfying the various re-
quirements of each of the existing categorical aids. President Nixon's
Special Education Revenue Sharing program provides essentially for the
consolidation of existing categorical grant programs into a single bloc,’
with the revenue distributed by the federal government to the states to
be used in five broad areas of concern: education of the disadvantaged,
education of the handicapped, vocational education, assistance for schools

in federally-affected areas, and supporting educational materials and

services.

There is, lastly, the possibility that existing categorical programs

-will be left essentially as they‘are. This could mean that federal ekpéndi-
tures would remain fairly constant, but federal outlays for education could

‘also rise because current apprdpriations-under existing legislation do. not

exhaust the authorizations provided by the various acts. It has been reported
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that Chairman Mills of the House Ways and Means Committee specifically
excluded education from the definition of services which would be

financed from funds provided under his general revenue-sharing proﬁcsals

- because he felt that education is adequately covered under existing

programs.ééé/ This differs from the General Revenue Sharing prcposals of
President Nixon, who excluded local educational agencies from the
definition of local governmental_bodies eligiﬁle to receive fundslundef,
general revenue sharing on the grounds that education would be covered

by the apecial revenue sharing plan.

165/ . : . A
Glass, Andrey J. The Congress. National Journal, November 12, 1971:
p. 2449 , ' :
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3. General Aid

While research and categorical aid grants could be developed further,

- they represent basically a continuation of established types of Federal

ald to education. Proposals.have beep made, however, both in Congress
and elsewhere, Whichlcall for a new departure in Federal educational aid
in the form ﬁf general financial aid to local and State educational
agencies to cover the day-to-day expenses of maintaining the public
elementary and secondary schools,

Determination of the need fbr the introduction of such a major new

Federal responsibility and of a desirable level of Federal financial

support depend on a number of comsiderations, similar in many ways to

the arguments advanced in support of State assumption of a greater share

of the costs of local public schoools. One aim of Federal intervention

“could be to effect a major change in the balance of taxes used to support

the schools and, in particular, to decrease reliance on fhe local pro-
perty tax by substituting Federal money for local. Another possible aim
could be to increase the total resources available to the schools by adding
Federal money on to local and State money, in the belief that the situa-

tion of the local schools is sufficiently critical, and the importance

~of education sufficiently fundamental, that Federal aid to bolster in-

sufficient local/State resources can be regarded as necessary to the
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national interest;'.An increase in the total amount of Federal noney
geing to the publlc schools could also provide the Federal government
additional leverage in accomplishing other goals, ineluding equallzlng
financial resources of States and local school distriects and assuring
that funds are available for compensatery and special education pro-
grams designed to improve the educational achievement of disadvantaged
children.

The Federal government might wish to use some or all of its general
aid to provide incentives for the States to reform their own school aid
plans. It has been pointed out that, should the Federal government de-
cide to assume the responsibility of assuring that the resources availsgble
for schools are substantially equivalent throughout the nation, it would
be faced not only with significant differentials between the States but
also with great differentials within almost every State. Although the
elimination of these intrastate differentials would not eliminate the
national problem, it has been argued that without the elimination of
such local differentials by the States the Federal task of assuring nation-
wide equity would be impossible, or at least prohibitively expensive. The
Federal government might therefore wish to give the States an incentive
to provide intrastate equality. A desire on the part of the Federal govern-
ment to ease the burden on the local property tax might 51milarly ‘be handled
through inducements for the States to introduce changes into their educa-

tional taxation arrangements so that State and/or nonproperty tax sources
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would finance an increasing share of total educationai expenses, thereby
allowing é reduction in thé share (absolute or at least relative) bqfne‘
by local property taxes. In either or both cases the Federal government
might seek to induce the States to move toward full State funding, with B
the expeétation that such movement would sim&ltaneously produce an easing.
of reliance on local property taxes and an increasingly equitable dis-
tribution of school monies td local school districts; Amendménts to the
Elementary and Secondary Education Act of 1965 sponsored in the House by
Representative Dow.and others (H.R. 6521, 7759) would provide a bonus

to any State in any year in which it increased the State share of educa-

tional funds relative to the local share. The formula has been criticized,

.however, on the grounds that it penalizes those States which now provide

a high proportion of school revenues. Other incentive plans would relate
the amount of Federal money paid to States under certain existing or

ngw programs to the proportion of nonfederal school revenues proéided by
the State from its own sources. U.S. Commissioner of Education Marland,
in a speech delivered to the American Association of School Administrators
on February 15, 1972,'indicated that he hoped that an iﬂcrease in Federal
education spending to 30-40.petcent of total school revenues woﬁld.bé
accompanied by State takeover of remaining school éosts so that reliance

166/

on the local property tax could be completely eliminated.. The

168/

Marland, Sidney P., jr. A splendid discontent. Speech delivered to
the annual convention of the American Association of School Adminis-
trators, Convention Hall, Atlantic City, New Jersey, February 15, 1972.
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Advisory Commission on Intergovernméhtal Relations has advocated since
1969 that the Federal government assume all public welfare costs and
that the States, relieved of that burden, assume full responsibility for

- - 167/
the funding of public elementary and secondary gchools.

Whatever incentives the Federal éovernment might wish to provide
the States to reform their own procedures, the_Congréss might also
wish to introduce a program of gemeral, unconstrained aid for the schools.
In this case its first task would be to choose the desired level of Federal
funding in light of its estimation of the nation's educational system,
the ability of the localities and the States to p;ovide funds for the
schools, taking into consideration their other financial responsibilities,
and the amount of Federal money needed to effect any additional goals set
for the general aid program; Althqugh the Federal government has a wide
range of options with respect to its share in educational revenues and
its total outlays to the public schools, if it chooses to increase its
contribution beyond the current seven percent, there seems.to be some

agreement among advocates of general aid proposals that the total Federal

67/

Advisory Commission on Intergovernmental Relations, Who should pay
for the public schools?: p. 1. '
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share of educational revenues should be somewhere between 20 and 40

percent: on one hand, no one seems t§ be arguing for complete, or

even majority, support of the public schools by the Federal government;

on the other hand, Fedéral outlays would probably have to jump substantially
before they.could ﬁave a significant effect on the general operating re-
venues of the nation's fifty States and over 17,000 school districts.

The National Educational Finance Project recommended in its final volume

that the Federal govefnment assume responsibility for 22 to 30 percent

168/
of the total revenues of the local public schools:

The minimum amount of Federal aid needed in order to
at least make some significant impact on the accomplish-
ment of legitimate Federal purposes, including present
categorical aids plus the proposed general aid of 20
percent of State and local school revenue, would total
approximately 21 percent of total school revenue. Those
purposes would be much more adequately accomplished if
the Federal government would provide 30 percent of total
school .revenues. ' '

Although the Nixon Administration has not made any firm proposals to the

Congress, it is reported to be considering some form of general school
ald. Some of the Administration's ideas can be gleaned from briefings
given by HEW Secretary Richardson and other officials, and from reports

on the tentative proposals which President Nixon has asked the Advisory

168/ _ !
National Educational Finance Project. Vol. 5: p. 229..
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Commission on Intergovernmental Relations to study.jfﬁi/ Secretary
Richardson indicated in an interview on February 10, 1972, that the
Administration might propose Federal outlays of about $12 billion

to local schools, which represents about one~third of current school
expenditures. Among the general aid proposals which have been intro-
duced in the current Congress, the National Partnership in Education Act
introduced bj Mr, Pucinski (H.R. 6179), the Natlonal Quality Education

Act of 1971, introduced by Mrs, Green (H.R. 10405), the Quality School

Assistance Act of 1972, introduced by Mr. William Ford (H.R. 12695),

‘and the Educational Quality Act of 1972, introduced by Senator Jackson

(8. 3165), all envisage general Federal aid to education equal to 25-35
percent of total school revenues after a transition period of several
years, during wﬁich the percentage would be gradually raised.

The significance of the increased Federal share of educational re-
venues depends on the overall pattern of educational responsibilities
which the framers of the Federal program intend. At one extreme, 1t is
possible that the.increase in Federal expenditures on education might

be designed solely to compensate for a decrease in local expenditures,

Marland, Sdidney. Op. cit. .
Samuelson, Robert J., and Andrew Barnes. 3% sales tax for U.S.
aired by Richardson. Washington Post, February 11, 1972: p. as.
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so that the total expenditures on education in the nation would remain
constant. ‘At the other extreme, the increased Federal contribution could
be predicated on the maintenance by State and local authorities.of their
current gpending levels, so that the increase in Federal funds ﬁould

appear as new money for the educational system. It appears irom reports

~on the President's plan that the Administration intends to use Federal

general education aid to permit a reduction in local property taxes. The
money raised and distributed by the Federal government would be grantea
to the States with the requirement that they restructure their own fin-

ancial arrangements to bring about some specified degree of residential

and/or commercial property tax relief.  Secretary Richardson indicat@d --

that proposed Federal outlayé of $12 billion would permit residential
real estate taxes to be redgced by half. The various general aid bills
currently pending before the Congress differ in their intentions with

respect teo increasing total educational spending as opposed to providing

local tax relief. The Educational Quality Act of 1972 (S. 3165) finds

that "reliance on local property taxes to finance public schools is .
creating unacceptable disparities in the quality of education available

in the public schools" and that "the Federal Government must, while pre-

i

serving local autonomy, assume a greater role of support for local schools,"
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(Section 2) but it does not specify the relationship of increased Federal
* aid to local revenues. The Naticnal Quality Education Act of 1971

(H.R. 10405) provides that "any local educational agency may determine

to use funds received under this section to replace funds which would
otherwise have been raised by local taxes for preschool, elementary,

and seqondary'educétion: Provided, however, That such relief shzll be

limited to a local educational agency in which the effective tax rate for
education support taxes is above ;he avefage of the State and then only

ta fhe extent that such relief would not reduce it below suéh average,"

The State 1s also allowed to replace some of its education funds with the
federal money. {(Section 4c) The Quality School Assistance Act of 1972
(H.R. 12695) requires that "Federal funds made available under this

section will be so used as to supplement and, to the‘extent possible, in~
crease the level of funds that would, in the absence of such Federal funds,
be made available from non-Federal sources of the edugation of pupils
parﬁicipating in programs and projects assisted under this sectionf'(Section
l4-b~4wB-IV).

The Federal government facesimany of the same problems in adminigs-

tering any general aid program as the State governments face in their

‘school aid plans. The basis of the distribution formula for any general

R




s v

CRS5-146

aid plan is likely to be some grant to local education agencies, eithe;
directly or through the State educational agenéy, on thé‘basis of.en—
rollment,-at;endance or school-age population. Such aid would go to
all school boards in proportion to the number of pﬁpils whom they -

must educate. The amount per child could be fixed by the Féderal
government or could be set indirectly as a fixed proportion of actual
expenses incurred in the preceding year or in some past base year. It
could be uniform nationwide-o; it could be kéyed to the expenditdreg in
each State, or possibly, some combination of the twd, as when the en-
titlement of a State 1s based on its own expenditures or the nationwide
average; whichever is higher. The entitlément could also be varied to
reflect special concerns of the Federal government; for instance, it
could change depgnding on some index of ;hé State's tax‘effort or its
wealth relative to other Sﬁates. In additioﬁ to the basic grant for
each child, the formula might provide extra funds for disadvantaged
children to reflect the extra costs which must be regularly incurred if
these children are to receive an education equivalent to thét received -

by other children, Such‘special aid for the disadvantaged is included
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in the bills introduced b&'RepresentativeS'Pucinski, Ford, Green,and
Senator Jackson. Other variétions inlthe basié formulae céuld be
introduced in.ofder to.éffect special purposes; for example, the

Nétional Quality Educatioﬁ'Acﬁ‘of 197i (H.R.'10405) specifically in-
cludes preschool children in the entitlement formula in addition to
'eleméntary and secondary school children. |

The increagé in Federal spending coﬁmitments caused by the intro-

duction of a general_séhool aidlplan by the Federal government would
necessitate some adjustment of the Federal taxation structure. One
possibility would be simply to fiﬁance the increased expenditures from
general Federal revenues with the required additional revenue derived
from an increase in the tax rates of from a reform of the existiné income
tax laws. Other alternatives have been suggested,.howeve:. Governor
Shapp of Pennsylvania has proposed that the Congress establish an Educe-
tion Trust Fund which would provide funds for education on a

sharing basis, much as the Highway Trust Fund operates., 170/

The basis of the geﬁeral aid plan suggested by President Nixon for study
by the Advisory Commission on Intergovernmental Relations is a nationél
o7

Shapp, Milton. An education trust fund. New York Times, October
30, 1971. : :
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‘value-added tax which would be introduced to provide the revenue necded

to underwrite general school aid. Secretary Richardson estimated in

his press conference that a 3 pércent value-édded ta# would raise
roughly 518 billion a year'in new revenue for the Federal government.
However, he suggested that about $6 billion of this new revenue be

used to offset income tax rebates and credits.which would be desirable
in order fo reduce or eliminate the regressive elements which he acknow-

ledged were . inherent in the value-added tax. The 3 percent tax would

~effectively yield, then, about $12 billion a year for the support of-

the public schools, which the Secretary compared to estimates of $11
billion currently raised by local property taxes on residential pro=-
perty and $10 billion from these taxes on commercial and industrial

71/

1
property., ——

171/

———

Shanahan, Eileen. Op. cit.: p. 39,
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