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The primary purpose of the study was to determine if the 

funding and revenue conditions which existed prior to the 

passage of the Tax Relief Amendment of 1978 continued after 

the enactment of public school finance legislation by the 

Sixty-Sixth and Sixty-Seventh Texas Legislatures. Analyses 

of four research questions were used to accomplish the pur-

pose of the study. 

The design of the study was basically statistical in 

nature. A Pearson product-moment correlation was used to 

determine the relationships between and among small school 

districts for six finance variables. A Lindquist Type I 

ANOVA with repeated measures design was used to determine 

if the means of three wealth groups for six finance variables 

and four ratio variables changed significantly between fiscal 

years 1979 and 1983. Also, a multiple regression analysis 

was used to determine the best predictor of total expendi-

tures per average daily attendance for each of the years of 

the study. 



The following conclusions and recommendations were 

based upon the findings of this study. The changes in the 

rankings of small school districts between fiscal years 

1979 and 1983 did not indicate significant movement toward 

equality of educational opportunity. The disparity in the 

abilities of low and high wealth districts to finance educa-

tional expenditures was perpetuated by the acts of the Sixty-

Sixth and Sixty-Seventh Legislatures. State aid to small 

school districts between fiscal years 1979 and 1983 was a 

disequalizing factor in the funding of educational expendi-

tures for each of the years of the study. 

Future studies should be conducted to determine the 

effect of the disparities in total expenditures on the 

academic achievement of students. Also, studies to determine 

the optimum size school district for efficient financial 

operation and educational effectiveness should be conducted. 
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CHAPTER I 

INTRODUCTION 

The "Tax Relief Amendment of 1978" and the subsequent 

enabling legislation was an attempt at property tax reform 

in the State of Texas. The Rodriquez case had focused the 

attention of the Texas legislature on public school finance 

and the pressing need to address the financial inequity 

that faced the school districts of Texas. The Sixty-Fourth 

Legislature, in the closing moments of the legislative 

session, enacted House Bill 1126 in response to the decision 

in the Rodriquez case. The United States Supreme Court in 

their majority opinion, even though reversing the Fifth 

Circuit Court of Appeals decision in the Rodriquez case, 

stated, "We hardly need add that this Court's action today 

is not viewed as placing in judical imprimatur on the status 

quo. The need is apparent for reform in tax systems which 

may well have relied too long and too heavily on the local 

property tax" (4, p. 1309). Sunderman and Hinely observed 

that neither House Bill 1126 nor Senate Bill One accomplished 

very much toward rectifying the inequities that existed in 

determining the local districts' share of the cost of the 

Minimum Foundation Program (6, p. 445). 



A save-harmless clause, equalization aid, and the 

abandoning of the county economic index made House Bill 1126 

the most comprehensive school finance legislation in Texas 

since the Gilmer-Akin bill of 1949. However, the legisla-

tion had been hastily written and in like manner the imple-

mentation was pushed into operation without adequate 

procedures for determining each school district's taxable 

wealth. The procedures consisted of having superintendents 

fill out a questionnaire concerning the market value of 

taxable property in the district and returning it to the 

State Tax Assessment Practices Board within three months. 

Some superintendents were prompt and returned the question-

naire before the deadline, but later discovered that the 

higher the district's market value, the less state aid the 

district would receive. Therefore, in an attempt to qualify 

for additional state aid, many superintendents filed an 

amendment to their original questionnaire lowering the market 

value declaration for the district. Due to the wide disparity 

in the quality of tax office administration and methods of 

appraisals, the values obtained from most districts proved 

to be unreliable (6, p. 441). 

The regular spring biennial session of the Sixty-Fifth 

Legislature ended without a school finance bill. However, in 

a special session during July, 1977, the legislature passed 

Senate Bill One. It limited the increase in a school 



district's local fund assignment to not more than a 25 per-

cent increase over the previous year's amount. "Minimum aid" 

(an amount equal to the state aid per student that was 

received by the district in the 1976-1977 school year), was 

guaranteed to every school district in the state for each 

year of the biennium (1977-1978, 1978-1979) (5). These two 

features (the save-harmless clause and the minimum aid pro-

vision) perpetuated the disparity between rich and poor 

school districts in state funding, and continued to make the 

quality of education in Texas school districts a function of 

the wealth of the district rather than a function of the 

wealth of the state as a whole. State dollars continued to 

flow through the state's portion of the foundation school 

program to districts that would have otherwise been ineligible 

to receive those funds due to their wealth-per-student values. 

These districts were referred to as budget balance districts, 

since their minimum foundation program costs mandated by the 

state could be funded from the districts' local fund assign-

ment without any assistance from the state. 

In the second special session of the Sixty-Fifty Legis-

lature in July, 1978, the passage of House Joint Resolution 

Number One calling for a statewide referendum on tax relief 

clearly reflected the mood of the state concerning property 

tax relief. Proposition Thirteen had been passed by the 

voters of California in June of 1978, and the author of the 

legislation, Howard Jarvis, had embarked on a nationwide 



campaign to get similar legislation passed in every state. 

The voters of Texas responded by passing the "Tax Relief 

Amendment" in November, 1978. The subject matter of this 

study analyzes the economic effects of the Tax Relief 

Amendment and subsequent finance legislation, which was 

enacted by the Sixty-Sixth and Sixty-Seventh Legislatures, 

on small school districts of Texas for fiscal years 1979 

through 1983. 

Statement of the Problem 

The problem of this study was to determine the economic 

effects of the Tax Relief Amendment of 1978 and subsequent 

finance legislation on the public school districts of Texas 

with an average daily attendance (ADA) of 500 pupils or 

less. 

Purposes of the Study 

The purposes of this study were (1) to determine if the 

funding or revenue conditions which existed prior to the 

passage of the Tax Relief Amendment of 1978 continued after 

the enactment of House Bill 1060, House Bill 656, House Bill 

30, Senate Bill 350, Senate Bill 621, and Senate Bill 180 

and other finance legislation of the Sixty-Sixth and 

Sixty-Seventh Legislatures amending the Texas Foundation 

School Program, and (2) to make the results of this study 

available to legislators, superintendents, school boards 



and lay citizens, with the hope that decisions affecting 

school finance can be more enlightened and that future 

financial studies of Texas school districts can be more 

specifically focused. 

Research Questions 

To accomplish the purposes of this study, the answer to 

the following basic question was sought. Did the Tax Relief 

Amendment of 1978 and subsequent finance legislation accom-

plish the intent of the Sixty-Sixth and Sixty-Seventh Texas 

Legislatures, especially for small school districts in the 

State of Texas? The intent of the Sixty-Sixth Legislature, 

recorded in Section Thirty-Four of the 1979 amendatory act, 

provided that, 

In this Act, it is the express intent of the legisla-
ture that a portion of the increased state funding for 
current operating expenses and the amount of additional 
state aid created by reduction of local fund assign-
ments be utilized by the school districts to substan-
tially replace local revenues lost as a result of the 
implementation of the Tax Relief Amendment (8, p. 75). 

This question could not be answered with a simple yes 

or no response; it was necessary to pose a set of alternative 

questions and analyze a set of financial data that were based 

on the wealth or the average daily attendance (ADA) of the 

school districts. Each of the alternative questions, also, 

identified important financial variables of the study. Any 

significant change in these variables possibly could be 

attributed to the effects of the Tax Relief Amendment of 



1978 and subsequent finance legislation in the state. In 

addition, the conclusions and recommendations reached in 

this study were explicated or inferred through statistical 

analyses of these alternative research questions. 

The four alternative questions of this study were as 

follows. 

1. Were there significant relationships and changes 

among small school districts between fiscal years 1979 and 

1983 when they were ranked by the financial variables (a) 

wealth per ADA, (b) effective tax rate per ADA, (c) state 

aid per ADA, (d) local fund assignment per ADA, (e) local 

enrichment per ADA, and (f) total expenditures per ADA? 

2. Were there significant differences and changes in 

the mean (a) wealth per ADA, (b) effective tax rates, (c) 

state aid per ADA, (d) local fund assignment per ADA, (e) 

local enrichment per ADA, and (f) total expenditures per 

ADA between low, medium, and high wealth small school 

districts for fiscal years 1979 through 1983? 

3. Were there significant differences and changes in 

the mean ratios (percentages) of (a) state aid to total 

expenditures, (b) local fund assignment to total expenditures, 

(c) local enrichment to total expenditures, and (d) total 

expenditures to wealth between low, medium, and high wealth 

small school districts' for fiscal years 1979 through 1983? 

4. Which of these variables—(a) effective tax rate, 

(b) state aid per ADA, (c) local fund assignment per ADA, 



(d) wealth per ADA, or (e) local enrichment per ADA—were 

the best predictors of total expenditures per ADA of small 

school districts in the State of Texas between fiscal years 

1979 and 1983? 

Definition of Terms 

The following terms are used extensively throughout this 

study, and are defined as follows. 

Average Daily Attendance (ADA).—This was the aggregate 

days attendance of eligible students divided by the number of 

days school was in session. This measure of ADA was used to 

determine the allocation of funds for state maintenance and 

operations, equalization aid, minimum aid and categorical 

aid. 

Foundation School Program (FSP).—A program of state 

government financial assistance created "to guarantee that 

each school district in the state has adequate resources to 

provide each eligible student a basic instructional program 

suitable to his educational needs" (8, p. 73). Under the 

Foundation School Program in operation during the time of 

this study, eligible districts receive state monies for 

minimum salaries of personnel, current operating expenses, 

categorical program aid, and transportation services. 

Local Fund Assignment (LFA).—The local school district's 

share of the Foundation School Program. In 1977-1978 it was 

the market value of property multiplied by .0018 or the index 
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value multiplied by .00205 whichever was less, and in 

1982-1983 it was the index value multiplied by .0015. 

State Aid.—The amount of financial aid received by a 

school district from the state. Each school district in 

the state receives State Available School Funds distributed 

according to the number of ADA of the district for the 

prior year. A district may receive additional state aid 

when the sum of the Available School Funds and the Local Fund 

Assignment is less than the total cost of its Foundation 

School Program. The difference is allocated to the district 

from state funds. 

Small School Districts.—School districts in Texas with 

an average daily attendance during the 1978-1979 school year 

of 500 pupils or less. 

Market Value.—The price which a property will bring if 

exposed for sale in the open market allowing a reasonable 

time to find a purchaser who buys with knowledge of all of 

the uses to which it is adapted and for which it is capable 

of being used (2). 

Effective Tax Rate.—The tax rate determined by divid-

ing the total tax levy by the total taxable value of property 

in the district. Keller identified effective tax rate as 

the best measure of local effort. 

Index Value of Property.—Market value of taxable 

property in the district less (1) intangible personal 

property, (2) constitutionally exempt household and farm 



personal property, (3) an estimated amount representing the 

value of motor vehicles that may be exempted from local taxa-

tion, (4) the value of constitutional homestead exemptions 

granted in the district, and (5) market value of open space 

land devoted to agriculture; plus the agricultural productivity 

value of open space land devoted to agricultural production. 

Wealth per ADA.—Taxable value of the property in each 

school district. 

Local Enrichment.—The local tax revenues in excess of 

the requirements mandated for the Local Fund Assignment. 

Equality of Educational Opportunity (EEO).—The concept 

of equality of educational opportunity has two basic dimen-

sions. The first is that the quality of educational 

opportunity available to any student will not be a function 

of the wealth of the local school district. The second is 

that the burden that any individual taxpayer must bear will 

not be a function of the wealth of the local district. The 

Texas Education Code, Section 16.001, records the official 

position of Texas with regard to both dimensions, " . . . each 

student enrolled in the public school system shall have access 

to programs and services that are substantially equal to those 

available to any similar student, notwithstanding varying 

local economic factors" (8, p. 75). 

Coons, Clune, and Sugarman state the concept succinctly, 

"The quality of public education may not be a function of 

wealth other than the wealth of the state as a whole" (1, 
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p. 2). The concept has experienced very little change 

since the White House Conference on Rural Education in 1934 

developed the following definition. 

It is the right to an education, effectively free, not 
dependent upon the poverty or affluence of parents, 
place of birth or residence, sex, race, color, or 
religion. It is the opportunity for education in pro-
portion to individual ability, character, and promise 
of constructive contribution to the social good. It 
is education not only for literacy but also for work, 
for citizenship, and for personal growth and self-
realization (9, p. 54). 

Texas Education Agency.—The Texas Education Agency is 

the central state organization charged with administration 

of the Texas public schools. The Texas Education Agency was 

created in 1949 by the Fifty-First Legislature by Enactment 

of Senate Bill 115 (9). 

Fiscal Year (FY).—The fiscal year for the public 

schools of Texas begins on the first day of September of 

each year and ends on the thirty-first day of August there-

after (8). The abbreviation FY will be used in place of 

the terms "fiscal year" in this study. 

Background and Significance 
of the Study 

The enactment of House Bill 1126 in 1975 marked the 

first significant change in the funding of Texas public 

schools since the Gilmer-Aikin Bill of 1949. The Texas 

Education Code reflects the general purpose of the House 

Bill 1126 legislation in Section 16.001. 
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It is the policy of the State of Texas that the pro-
vision of public education is a state responsibility 
and that a thorough and efficient system be provided 
and substantially through state revenue sources so 
that each student enrolled in the public school system 
shall have access to programs and services that are 
appropriate to his or her educational needs and that 
are substantially equal to those available to any 
similar student, notwithstanding varying local economic 
factors (8, p. 74). 

In the wake of the Rodriguez v. San Antonio ISP case, 

and similar actions by state courts in Serrano in California, 

Robinson in New Jersey, and Hollins in Arizona, state legis-

latures became concerned about equity in the school finance 

systems of their states. Even though the United States 

Supreme Court overturned the lower courts' decision in the 

Rodriquez case, the precedent for federal judicial review of 

state school finance systems under the fourteenth amendment 

to the United States Constitution had been set (4). 

Wells concluded that the Texas system of school finance 

did not meet the criteria for resource equity as set by the 

courts in Levittown, Cincinnati, Seattle, Horton, Robinson, 

and Serrano. Wells' primary conclusion was that the 

inequities of the Texas school finance system that were 

presented in the Rodriquez litigation were still evident in 

1978. He concluded that these inequities were primarily 

due to disparities in property values available to each 

school district. He discovered a strong positive correlation 

between property value and expenditure per pupil, a strong 

positive correlation between property value and local fund 
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assignment, and a negative correlation between property value 

and effective tax rate. Based on these data he further con-

cluded that the level of spending for a child's education was 

a function of the wealth of the local district rather than 

the wealth of the state as a whole (11). 

In January, 1983, several property-poor school districts 

in South Texas joined forces for the purpose of filing suit 

against the State of Texas for its alleged discriminatory 

financial system. Data analysis presented by the Equity 

Center at a hearing before the Governor's Select Committee 

on Education in November, 1983, addressed the basic prayer 

of the suit brought by the South Texas school districts. 

The data revealed that in spite of the gains made by school 

districts as a whole in Texas since the passage of House 

Bill 1126 in 1975, the gap between rich and poor districts 

continued to grow, and as property values escalated in some 

school districts and remained stable in others, the projec-

tion was that the gap will continue to grow. Craig Foster 

pointed out the position of the organization of property 

poor school districts in Texas by mentioning that what 

makes Iraan-Sheffield ISD rich ($10 million per ADA in 

property wealth in 1981) and Edgewood ISD poor ($24,528 

per ADA in property wealth in 1981) is no less, nor any 

more, than an act of the State of Texas. The tax power 

grant bestowed upon each school district by the state varies 
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considerably from school district to school district (i.e., 

400 times greater in Iraan-Sheffield I5D than in Edgewood 

ISD) . 

Sunderman and Hinely compared the effects of tax reform 

measures of the sixty-fourth and sixty-fifty legislative 

sessions and the Gilmer-Aikin plan against a standard of 

"true equalization of local fund assignment" and found that 

the state support had increased significantly but that the 

school district's local fund assignment had likewise increased, 

thus the relative financial inequity in school districts 

remained virtually unchanged since the inception of the Gilmer-

Aikin finance program of 1949 (6). Annette Keller, in her 

investigation of capital debt funding, found that this same 

inequity once identified in maintenance and operation expendi-

tures or revenues, existed to the same degree in capital debt 

financing (2). She also reported that the largest school 

districts had the lowest per pupil taxable wealth and that 

the smallest districts had the highest per pupil taxable 

wealth. Implicit in these conclusions was the implication 

that small school districts are rich and that large school 

districts are poor. 

Walker excluded school districts with less than 150 

ADA from a study of expenditures in Texas. His justifica-

tion was that he needed (1) to exclude districts with 

excessively small ADA and concomitant abnormal market values 

of property per ADA, and (2) to utilize a distinction (150 



14 

ADA) which was codified in law with regard to small districts 

as recorded in Texas Education Code, Section 17.59 (10). 

The conclusions drawn by Keller and the lack of treat-

ment by Walker would lead one to believe that (1) the small 

school districts are financially independent and that the 

quest for fiscal equity might be achieved at their expense, 

and (2) since excessively small districts produce abnormal 

property values they should have been excluded from their 

study. The Sixty-Sixth Legislature repealed Section 17.59 

of the Texas Education Code removing the distinction of 

schools with 150 or less in ADA as small schools. 

This study focused on the small school districts in 

Texas with 500 ADA or less during the 1978-1979 school year, 

which will include those districts excluded by Walker and 

identified by Keller as being rich, as to the effects of the 

legislation that enabled the Tax Relief Amendment of 1978, 

and subsequent finance legislation through fiscal year 1983. 

Research Procedures 

The study used ex post facto data to examine the rela-

tionships among wealth, state aid, local fund assignment, 

local enrichment, total expenditures, and tax rate among the 

small public school districts of Texas. The following 

research procedures were used. 

1. A review of research and literature in the area of 

school finance was used to identify and select variables to 
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determine the extent to which the legislative intent was 

achieved. 

2. The population and sample were selected from the 

school districts in the State of Texas with an average daily 

attendance of 500 students or less during the 1978-1979 

school year. The 480 school districts meeting this criteria 

in 1978-1979 represented 41 percent of all the school dis-

tricts in Texas. This group of districts was kept in tact 

for the period of the study, even though by 1982-1983 

twenty-five of the districts had grown to exceed the 500 ADA 

criteria. 

First the population was ranked by wealth per ADA from 

lowest to highest for analysis and interpretation of research 

questions one and four. Then the population was divided 

into three groups of approximately 160 school districts per 

group, for the purpose of answering research questions two 

and three, which included the identification of trends or 

effects across the years of the study and the generalization 

of the findings of the study to particular groups of the 

population. The variable wealth per average daily attendance 

was used to determine the rank that each school district 

held and consequently into which group that district fell. 

The grouping was done based on the 1978-1979 school year, 

and that group distinction was maintained for the remaining 

four years of the study. This made it possible to examine 
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the group changes over the time period, while maintaining 

the group identity as to school districts contained in each 

group. 

3. The school districts' Official Audit Report and 

Report of Property Values for the years 1978-1979, 1979-1980, 

1980-1981, 1981-1982, and 1982-1983 provided the data for 

analysis of the research questions of this study. 

School year 1978-1979 was the last year under Senate 

Bill One and served as the pretreatment benchmark. According 

to implementation time lines contained in Senate Bill 621 and 

House Bill 30 all school districts must have completed 

implementation of all legislative mandates by January 1, 1983. 

Therefore, the school year 1982-1983 included the data of all 

school districts in Texas operating under the provisions of 

the legislation enacted during the Sixty-Sixth and Sixty-

Seventh Legislatures. 

4. A computer tape was obtained from the Divison of 

Information Analysis of the Texas Education Agency. The 

International Business Machines Corporation (IBM) standard 

label tape contained all of the data for this study. The 

data on the tape included the (1) county-district number, 

(2) district name, (3) refined ADA, (4) total tax rate, 

(5) maintenance and operation tax rate, (6) debt service 

tax rate, (7) total tax levy, (8) maintenance tax levy, 

(9) debt service tax levy, (10) assessed valuation for 

maintenance and operation, (11) assessment ratio, (12) 
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appraised value for school taxes, (13) state aid, (14) local 

fund assignment, (15) district enrichment, (16) total expendi-

tures, (17) current operating expenditures, (18) expenditures 

for debt service, and (19) capital outlay expenditures. 

These data were used to generate additional variables through 

mathematical computations. Computed variables were (a) wealth 

per ADA, (b) state aid per ADA, (c) local fund assignment per 

ADA, (d) local enrichment per ADA, (e) effective tax rate, 

and (f) total expenditures per ADA. Descriptive and inferen-

tial statistics were used to analyze these data and to 

present the findings and conclusions of the study. 

Analysis of the Data 

Comparisons of Pearson product—moment correlations were 

used to analyze question one—to determine the significance 

of relationships and changes in rankings among small school 

districts. Lindquist Type I Analysis of Variance and 

follow-up Scheffe's F tests were used to analyze questions 

two and three—to determine the significant differences and 

changes in variables among low, medium, and high wealth 

small school districts. Research question four was analyzed 

using multiple regression analyses to determine the best 

predictor variables of total expenditures in small school 

districts. The .05 alpha level was used as the criterion 

to determine a significant outcome in all data analyses. 
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The basic question of the study—to determine the 

economic effects of the Tax Relief Amendment of 1978 and 

subsequent finance legislation on small school districts 

in the State of Texas—was explicated through inferences 

that were based on the analyses and interpretations of 

these data. 

Delimitations 

The scope of this study was limited by its confinement 

to the study of small public school districts in the State 

of Texas. This delimitation precludes the generalization of 

the findings of this study to other states, since each state 

has a different set of circumstances such as size of school 

districts, number of school districts, relative wealth of 

districts, local tax resources available, constitutional, 

and legislative standards of state government, and others. 

Second, the school districts with average daily attendance 

greater than 500 students were not a part of this study at 

the beginning and consequently the findings would not be 

germane to those districts. Also, this study was considered 

as ex post facto research that can be defined as ". . .a 

systematic empirical inquiry in which the scientist does not 

have direct control of the independent variables because 

their manifestations have already occurred or because they 

are inherently not manipulable"(3, p. 379). 
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Organization of the Study 

The report of this study was divided into five chapters. 

The first chapter provides an introduction to the study as 

well as the background and significance for the study, the 

problem and purposes of the study, research questions, 

methodology, data analysis, statistical procedures and 

definition of relevant terms. The chapter concludes with a 

delimitation of the study. 

Chapter II is devoted to a comprehensive review of 

related literature and research. The review includes an 

historical review of public school finance in Texas, the 

finance reform movement in the United States, property tax 

reform in Texas, and the legislation following the "Tax 

Relief Amendment of 1978." 

Chapter III describes the procedures utilized in con-

ducting the statistical analysis of the data. Chapter IV 

presents the findings of the study in relation to the research 

questions. A comprehensive analysis of the results with 

appropriate tabular representations are also included in 

Chapter IV. Chapter V summarizes the study and presents 

findings, conclusions and implications. It concludes with 

suggestions for further research. 
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CHAPTER II 

REVIEW OF SELECTED LITERATURE 

Introduction 

The focus of the review was in the area of property 

tax reform with specific attention given to (a) the historical 

development of the Texas system of school finance, (b) the 

school finance reform movement in the United States, (c) 

property tax reform in Texas, and (d) the finance legislation 

following the "Tax Relief Amendment of 1978." 

Historical Development of 
Texas School Finance 

The history of public school finance in Texas has 

followed a common developmental process that has been 

described by Burrup as 

(a) a period of local and/or private financial 
responsibility with little or no assistance from 
the state, (b) a period of emerging state 
responsibility through the utilization of flat 
grants and other nonequalizing allocations to local 
school districts, (c) a period of emergence of the 
foundation program concept, (d) a period of refine-
ment of the foundation program concept, and (e) a 
contemporary emerging period of equalization theories 
and practices (9, p. 122). 

The Constitution of 1836, the article of government for 

the Republic of Texas, included a provision for public 

education. An article in the constitution required that, 

22 
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"It shall be the duty of Congress, as soon as circumstances 

will permit, to provide by law, a general system of educa-

tion" (46, p. 1 ). The Education Act of 1839 provided for 

three leagues of land (13,284 acres) in each county of the 

republic to be set aside for the purpose of establishing a 

primary school or academy. In 1840, the Congress increased 

the land grant by adding another league of land to the 

county endowment. However, the abundance of land and the 

fact that it was cheap hampered the revenue producing 

potential for the counties. The majority of the citizenry 

viewed education as a private enterprise, thus the lack of 

state support was of little concern (46). 

The Constitution of 1845, adopted when Texas was admitted 

into the United States, carried a strong charge to the legis-

lature to establish "free public schools," and to provide 

for their support through a property tax (17) . This was the 

first attempt in Texas to utilize taxes for the support of 

public schools and the citizens did not respond with great 

enthusiasm. The concept of taxation for the support of 

public schools was still opposed by most citizens of Texas 

in 1854 when the first flat grant system was instituted. 

The law took all the previous tax revenues that had been 

allocated, but not disbursed, and the current budget surplus 

of $2 million and established a permanent endowment fund for 

education. The state allocated the money to each student 

enrolled in the schools of Texas on a per capita basis. An 
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interesting footnote to history is that since most schools 

during the 1850's were controlled by private concerns, the 

per capita allocations were in fact an early "voucher system" 

in which parents could choose whether they placed their 

children in private schools or public schools, and the state 

funds would flow to the respective institutions (46) . The 

Civil War ravaged the educational system of Texas and by 1861 

the permanent school fund had been dissipated in the war 

effort. 

The Reconstruction period brought radical reform to 

Texas during the Constitutional Convention of 1869. Educa-

tion fared very well in terms of twentieth century expecta-

tions. The Permanent School Fund was revived and expanded, 

state taxes were increased for education, compulsory school 

attendance was mandated, and a statewide system of local 

taxation for school support within well defined school 

districts was instituted. This attempt to establish a system 

of public schools was vehemently opposed by the citizens of 

Texas. Animosity among tax payers toward education did not 

diminish significantly for over fifty years. Most Texans 

refused to pay the local property taxes in support of 

education (17) . 

The Constitution of 1876 established the basic frame-

work of educational funding that would be followed until the 

Gilmer-Aiken bill of 1949, although it would be amended many 

times. The funding method was to be a flat per capita 
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apportionment from an Available School Fund consisting of 

(1) income from a Permanent School Fund, (2) a maximum of 

one-fourth of the general revenue, and (3) a portion of the 

state's dog tax. The framers of the law failed to provide 

for local taxation in support of schools. The only school 

districts allowed to levy local taxes for education were 

incorporated cities. Thus, the discrepancy in funding for 

urban and rural schools can be traced back to original con-

stitutional provisions of the state. The delegates to the 

convention believed that the funds from the Available School 

Fund would be sufficient to operate schools, and that taxes 

at the local level would not be necessary. The first 

distribution from the Available School Fund was $3.59 per 

pupil (46). By 1982-1983, the distribution was $550.00 per 

pupil (3). 

By 1879, a public outcry for reform was heard from 

those concerned for equity in funding for education. There 

was no structure to school districts outside of incorporated 

cities. Schools were reorganized annually in a community 

district arrangement among parents. The confusion that 

existed in Texas was without parallel in American history 

and proved harmful to the orderly development of schools 

for several reasons: (1) no taxation, (2) no continuity, 

(3) no permanent buildings, (4) no organizational structure, 

and (5) no geographical constraints. In 1883, the voters of 

Texas passed a constitutional amendment authorizing both a 
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state ad valorem tax of 20 cents per $100 (to be added to 

the Available School Fund) and local taxation in permanent 

school districts to a maximum of 20 cents per $100, provided 

the tax was approved by a two-thirds vote of property owners 

in the district. The local tax limits applied only to rural 

common districts, which comprised the vast majority of schools, 

Town schools, as authorized in 1875, could tax to a 50 cent 

per $100 limit. The effect of this arrangement was to retain 

the advantage urban districts had over rural districts. Town 

schools could vote bonded indebtedness; rural schools could 

not (17). 

By the turn of the twentieth century, school finance 

reform in Texas had begun to move more rapidly. In 1901, 

lawmakers allowed the Permanent School Fund to be invested 

in school building bonds of independent school districts. 

The number of school houses proliferated rapidly, and local 

taxation became the accepted method to fund education. 

Local property taxes were levied in over 90 percent of the 

independent school districts in the state. However, in 

over 7,000 common school districts in Texas there were no 

local taxes, and no secondary schools. In 1908, a constitu-

tional amendment raised the tax ceiling of common school 

districts to 50 cents per $100, substituted a majority vote 

for the two-thirds vote previously necessary for local 

taxation, and allowed common districts to vote bonded 

indebtedness. In 1909, a law was enacted allowing the 
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Permanent School Fund to be invested in common school 

districts' bonds, thus spurring the construction of build-

ings in rural areas. The formation of the County Board of 

Education in 1911, and the rural school law of 1915 brought 

state aid to rural schools, marking the first significant 

departure from the per capita funding method instituted in 

1854 and reconfirmed in 1876 (46). 

In 1920, a constitutional amendment removed the tax 

ceilings on local property tax, and made it a legislative 

prerogative; the result was an even broader range between 

urban and rural district expenditures. The varying local 

tax efforts and different abilities among districts became 

more apparent after the removing of the tax limits. The 

funding structure of the state supported schools changed 

very little during the 1920s, 1930s and 1940s, although 

state allocations continued to increase as a result of oil 

and gas taxes. 

After World War II, the cry for public school finance 

reform was echoed from many quarters. Rural school aid was 

under attack by the urban schools, legal attacks on segrega-

tion and disparate spending between white and black students 

was increasing, and the concept of equalization was assuming 

a larger role in the school finance logic of the state. The 

result was the passage of the Gilmer-Aiken bill by the 

legislature in 1949, which served as the basic structure of 

school funding until 1975. The Gilmer-Aikin bill embodied 
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the principles of a foundation program as set out by Strayer 

and Haig in 1923. 

1. A foundation program should be devised to assure an 
adequate minimum educational program for all chil-
dren, the funding for which should be a state's 
foremost priority. 

2. Each local education agency should be required to 
levy a minimum tax rate that becomes the local 
portion of the foundation program; however, this 
minimum tax rate should be kept low so that all 
districts may participate. 

3. The foundation program should equalize (be based 
upon local ability to pay), but only to a point; 
that is, local districts should have discretion 
to spend above the foundation program level. 

4. The foundation program should be organized in a 
way to promote local initiative and efficiency. 

5. The foundation program features should be codified 
in law and applied equally to all districts. 

6. The foundation program should comprise the major 
portion of the state's funds for education. 

7. Uniform property assessment must be an antecedent 
to ensure that no district receives additional funds 
through underassessment of its property values. 

8. The program should encourage consolidation and 
reorganization of districts; however, it should 
provide for the support of necessary small districts, 
such as those in sparsely populated areas (23, pp. 
32-33) . 

Texas contained 2,748 common and independent school dis-

tricts in 1948, but by 1967-1968 consolidations had reduced 

the number to only 1,273. One of the basic principles of 

the Gilmer-Aikin report, To Have What We Must, called for 

local administrative units fitted to give efficient manage-

ment of school districts. School districts having a 

minimum of 2,600 students in average daily attendance could 

maintain a teacher-pupil ratio of one to twenty-five and 

meet the criteria of the Gilmer-Aikin committee for efficient 

management. Twenty years later the report of Governor 
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John Connally1s committee on public school education The 

Challenge and the Chance repeated the plea for forced con-

solidation of small school districts (those having less 

than 2,600 students) into county wide school districts (22). 

C. F. Daily reported that in Oklahoma, the wealth 

ratio between poor and wealthy school districts was 460 to 1, 

but between counties it was only 8 to 1. State forced con-

solidation into countywide school districts would have 

reduced the disparity in wealth considerably (14). Norton 

and Laulor carried our a similar study on a national scale 

and found that in states with small school districts a much 

wider range of expenditures per classroom than in states with 

large school districts (29). Chisholm and Cushman also 

identified the inequality of wealth in states with small 

school districts, and in addition pointed out the vast 

inequality in fiscal burden (11). Mort and Bollens, though 

less a champion of consolidation, nevertheless pointed out 

the key advantages of consolidation as being the reduction 

of high tax rates and low fiscal achievement among poor 

school districts (8, 28). 

The decade of the seventies ushered in a time of change 

in public education, the empitous of which was the courts, 

both at the state level and the federal level. An accepted 

principle of economics states that systems resist change, 

and the larger the system the greater the resistance to 

change. Public education in the United States is a very 



30 

large system with many who have a vested interest in the 

success of the system. The rapid escalation of costs 

associated with the operation of schools made it necessary 

for school boards and state legislatures to look at ways 

of increasing efficiency of schools, and at the same time 

meet the demands of court-ordered equity in educational 

opportunity. The option of forced consolidation to increase 

efficiency continued to be a high priority in the minds of 

many reformers. The rate of consolidations slowed consider-

ably for the period 1967-1968 to 1982-1983 as compared to 

the twenty years prior to 1967-1968. The 1,297 districts 

that existed in 1967-1968 were reduced to 1,073 districts 

by 1982-1983 (22, 32). 

State Aid 

The analysis of any state financial system is complicated 

by the fact that the statutorial provisions of the system are 

the primary determinants of the actual quantity of state 

dollars contributed to the total cost of the education pro-

grams in local districts. Benson attempted to show that 

the disparities in expenditures per student in poor versus 

wealthy districts, as exposed by Sexton and Conant, were 

systematically developed over time by state legislatures (6). 

It was to the avenue of legislative relief that Coon, Clune, 

and Sugarman took exception in their suggestion that the 

vast majority of state finance systems were in violation 
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of their own constitutions and possibly in violation of the 

federal constitution as they pertain to the first and 

fourteenth amendments with regards to students (13). 

Texas addressed the issue of state aid to education in 

the very first of their constitutions. However, the permis-

sive attitude of the state in carrying out the disbursement 

of grant funds contributed to the continued conviction of 

the citizenry that education was a private matter. The 

Constitution of Texas, in 1845, provided for a statewide tax 

levy to fund the state's share of the cost of education. 

The education funds were designated as 10 percent of the 

total state tax levy, but due to confusion as to how to 

disburse the funds, schools did not receive their grant 

funds until the school law of 1854 established a permanent 

endowment fund for public schools and provided for the dis-

tribution of funds on a per capita basis. Texas followed 

this system of flat grants based on per capita enrollment 

until 1915 at which time special modifications were 

instituted to flow additional state dollars to rural schools 

(46) . 

Harrison identified three basic nonequalizing state aid 

approaches as (1) uniform flat grants, (2) variable flat 

grants, and (3) full funding by the state, and three basic 

equalizing aid approaches ; (1) minimum foundation programs, 

(2) percentage equalizing or aid ratio plans, and (3) the 

guaranteed valuation or tax yield plans. The finance 
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systems of the fifty states of the United States reflect 

varying degrees of all of these methods of funding public 

schools (20). The Rural School Aid Law of 1915 made addi-

tional state aid contingent upon taxing at the maximum level 

of 50 cents per $100. This modification to the flat grant 

system was the forerunner of equalization aid. In 1937, 

the Rural School Aid Law was rewritten by the legislature 

and renamed the "Equalization Fund." Although the require-

ment of school districts to tax at the maximum addressed 

the concept of effort, the inconsistency in property apprais-

als and assessment ratios caused the system to remain suspect 

concerning equity (46). 

The finance reform legislation of five states (California, 

Florida, Kansas, New Mexico, and Michigan) was the subject of 

a study by Carroll and Park in which they concluded that (1) 

the reform had not generally affected the distribution of per-

pupil revenues or of instructional expenditures, among dif-

ferent kinds of districts, (2) reform had not affected 

disparities in adjusted tax rates among large and small, more 

or less urban and more or less minority districts, and (3) 

reform had substantially reduced disparities in adjusted tax 

rates between more and less poverty prone districts (10). 

The National Education Association conducted an indepth 

study of five southern states' finance reform legislation 

and implementation plans, and reported that there appeared 
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to be a movement away from the commitment necessary to 

achieve equity in funding and instructional programs that 

each legislative body had agreed was needed (28). 

The national averages indicate a shift in the major 

source of financial support for schools from local to state. 

In 1930, 17 percent of the costs of funding education came 

from state sources and 83 percent came from local sources. 

By 1941-1942, the local share had fallen to 67 percent, by 

1961-1962 to 57 percent, and by 1978-1979 to 48 percent. The 

shift has been slow and steady, propelled by opposition to 

higher property taxes and the desire for equalization of 

education opportunity by regions (16). The Gilmer-Aikin bill 

proposed a state share of 75 to 80 percent with leeway for 

districts unable to fund their share (22). The official 

budgets of 1,070 Texas school districts in 1981-1982 reveal 

a revenue source breakdown of 49 percent state and 49 local 

with 2 percent federal (31) . 

Local Fund Assignment 

The Texas Education Code, Section 16.252, provides that 

a district need not raise its total local share of the 

Foundation School Program costs. The pressure is placed 

nonetheless on the local district to raise the local share 

since each district's share (LFA) is deducted from the total 

cost of the minimum Foundation School Program and the state 

sends the school district the remainder (43). Each state, 
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with the exception of Hawaii, provides for local contribution 

to the support of education. The manner in which this local 

contribution or share is accounted for varies greatly from 

state to state, accounting in part for the lack of continuity 

in the application of accepted theories of equalization of 

revenues and expenditures. 

The Local Fund Assignment is the source of many com-

plaints by taxpayers and school administrators. However, 

Ohio adopted a district power equalizing program in 1975 in 

an attempt to equalize taxes, but in 1981 replaced it with 

a basic foundation program plan (31). The approach in Texas 

is to have the best of both worlds, with a foundation program 

plan and various equalization aid schemes to patch the Local 

Fund Assignment so as to provide a substantially equal pro-

gram to all children not withstanding the local district 

wealth. The primary source of the complaints from school 

administrators stems from the fact that during 1982-1983 the 

average total expenditure per student was $3,156, of which 

approximately 40 percent was local share plus local enrich-

ment (3) . 

The foundation program was designed to equalize school 

taxes, but the Local Fund Assignment is so small in relation 

to total local school taxation that little actual equaliza-

tion results (2). Proponents of the Local Fund Assignment 

contend that the strategy of the legislature, to keep the 
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Local Fund Assignment low, is counter productive to any 

equalizing effect that might otherwise be possible. The 

per capita apportionment from the Permanent School Fund, 

which traditionally has been allocated to all school dis-

tricts in spite of an attorney general's opinion denying 

that such is a constitutional provision, has exceeded the 

average Local Fund Assignment for each of the last five 

years (3). 

Local Enrichment 

The local districts' participation in the funding of 

educational expenditures is a fundamental of most theories 

of public school finance. Cubberley advocated rewards for 

effort on the part of local districts who were willing to 

tax at higher rates. The theories of Cubberley have been 

expanded, redirected and amplified for the last six decades. 

Updegraff, Strayer and Haig, and Mort advocated variations 

in the minimum foundation program and at the same time 

advocated the equalization of fiscal burden by "weighted 

factors" or by "district power equalization" (24). Debt 

service expense is often omitted from the calculation of 

local enrichment. However, since most states do not 

participate in funding capital improvements, it is left to 

the local districts to finance building construction and 

improvements (26). This added expense is in addition to the 

Foundation School Program costs which are mandated by the 
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state. By definition, the local revenues raised above the 

requirement to meet the minimum foundation program costs are 

local enrichment funds. The average enrichment per pupil in 

1978-1979 was $463, by 1982-1983 the average had increased 

to $839. During this same period the total operating costs 

had grown from $1,939 to $3,156 per ADA, representing a 62 

percent increase while the local enrichment average increased 

80 percent (1, 3). 

District Power Equalizing has been advocated by authori-

ties in the field of educational administration as the cure-

all for inequity in property taxes beginning with Strayer 

and Haig in their original proposal as a modification to the 

minimum foundation program concept of Cubberley (24). The 

political process of adoption by legislatures has not proven 

very successful, since such a drastic measure as district 

power equalization causes considerable adjusting in the tax 

rates. However, due to the pressure of the courts, some 

states have adopted such plans hedged by "hold harmless" and 

"minimum aid" provisions to protect the wealthy districts 

from the shock of drastic increases in taxes and the total 

loss of state funds (44). Walker tested six models for 

equalization of expenditures in the public schools of Texas, 

and found that the district power equalizing model performed 

best statistically (47). 
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School Finance Reform Movement 

Elwood P. Cubberly touched off a movement in school 

finance that sought equality of educational opportunity 

(and tax burdens) while simultaneously promoting improved 

quality in education. His theory of flat grants with rewards 

of state support for increased local tax effort actually 

increased the disequalizing effect since the districts most 

likely to be willing to increase their tax effort were those 

who also had the most wealth (23). 

Patricia Sexton, in her work Education and Income, 

reported an indepth study of 285,000 students, 10,000 teachers 

and 300 school districts. By the time students reached the 

fourth grade, those in the highest strata of income were 

already two grade levels ahead of students in the lowest 

strata. James B. Conant was one of the first national 

authorities to advocate widespread reforms in the funding 

of educational programs in his Slums and Suburbs (12). 

Authur Wise voiced the opinion of many authorities 

concerning the possible constitutional violations of most 

state systems of public school finance. He was one of the 

first to suggest the most likely remedy to be the courts. 

The grievance would follow the precedence set by Plessy v. 

Ferguson, Sweatt v. Painter, and finally Brown v. Board of 

Education, and so appropriately focused by the Chief Justice 

in the majority opinion in Brown. 
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We conclude that in the field of public education the 
doctrine of "separate but equal" has no place. Separate 
educational facilities are inherently unequal. There-
fore, we hold that the plaintiffs and others similarly 
situated for whom the actions have been brought are, by 
reason of the segregation complained of, deprived of 
the equal protection of the laws guaranteed by the 
Fourteenth Amendment (49, p. 121). 

Coons summarized the reality of the equity problem as 

viewed from three perspectives; districts favored by a 

superior tax base are likely to be opposed to change on all 

grounds; districts of average affluence are apathetic but 

can also be opposed to change because they fear potential 

loss of local control; poor schools alone have a clear stake 

in change, but their case is supported only by justice. 

Hence the pervasiveness of the argument from "reality." 

Little is to be expected from the political process in its 

legislative mode. Coons, Clune and Sugarman became strong 

advocates of high court intervention into the equalization 

of financial systems of the states. The California Supreme 

Court, in Serrano v. Priest, held the California system of 

funding public schools in violation of the fourteenth 

amendment of the United States Constitution for the quality 

of a child's education to be a function of the wealth of 

his parents and neighbors (36). This standard became known 

as the fiscal neutrality theory, since it focused on freeing 

the tie between the level of expenditures and district 

property wealth. The court suggested that the local property 

tax lead to an imbalance between local willingness to support 
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education and the local ability to do so. The court argued 

that the richer district can provide the same educational 

quality for its children with less tax effort, and in fact 

the districts who make the greatest effort have the lowest 

per pupil expenditures (36). 

The New Jersey Superior Court in Robinson v. Cahill 

ruled that the New Jersey finance system was in violation 

of the state constitution and must be reformed. The court 

found that the state was not offering its children "thorough 

and efficient education" (34). The significance of the 

Robinson case was that the decision was handed down only two 

months after the United States Supreme Court issued its 

decision in the Rodriques case. The New Jersey court chose 

to follow the precedence of the Serrano case rather than the 

Rodriques case. 

In a little different vain the Superior Court of Arizona, 

in Hollins v. Shofstall, provided for relief exclusively to 

taxpayers in tax-poor school districts. The court held that 

since education was a fundamental interest of the state, 

discrimination against taxpayers in its funding was 

unconstitutional (21). Even though the decision in Hollins 

was later reversed by the Supreme Court of Arizona, the 

Arizona legislature had already passed a package for tax 

reform and education finance to begin in 1974. 

Courts in several states have undertaken the task of 

evaluating the financial system of their state in light of 
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fiscal neutrality, equality of effort, educational outcomes 

or tax overburden. However, Richard Solmon, a spokesman for 

the National Organization of Legal Problems of Education 

predicted that due to the confusion and extremely difficult 

task in analyzing a state school system's fiscal equaliza-

tion decisions that courts will be inhibited to get involved 

in school financial issues (35). 

Five recent studies of legislative action by the states 

of Arizona, Ohio, Idaho, Connecticut, and Pennsylvania reveal 

that in spite of noble intentions by each legislative body, 

the results of the legislation leave the funding structure 

virtually unchanged (15, 18, 25, 41, 42). 

Property Tax Reform in Texas 

Tax reform in Texas was first addressed during the 

deliberations of the Gilmer-Aikin Committee in 1947 and 1948. 

Edgar L. Morphet, a consultant to the committee in developing 

the Minimum Foundation Program, assisted John Stockton in 

creating the County Economic Index which became the primary 

vehicle by which the Local Fund Assignment could be deter-

mined for each district. The committee agreed that it 

would be impossible to determine the taxing ability of 

almost 5,000 school districts, many of which were common 

school districts operating under the county school boards. 

Therefore, they proposed allowing the local districts and 

the county to determine the pro rata share of each school 

district of the county's total local share. "Each district 
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within the county shall be allotted the same portion of the 

county total as its assessed property valuation is of the 

total county assessed property valuations for state and 

county purposes" (22, p. 59). 

Morphet, in addressing a meeting of Governor Connally's 

committee recommended to abandon the County Economic Index 

and to base each district's local share on a uniform state 

equalization rate times the full value of property subject 

to taxation in the district (22, p. 59). The legislature 

rejected this recommendation, as well as the majority of 

the committee's recommendation, and continued the Economic 

Index concept until 1975. 

House Bill 1126 was enacted by the Sixty-Fourth Legisla-

ture in response to the Supreme Court's decision in the 

Rodriques case in which the court strongly suggested that 

Texas address the unequal results of equal effort in public 

school taxation. The significant reform in taxation was the 

repeal of the County Economic Index and the use of each 

district's market values for the purpose of assigning state 

aid and local fund assignment. Wells, in 1978, concluded 

that the action of the legislature did not meet the criteria 

as spelled out by the courts and in fact the gap between 

poor and wealthy districts was widening (48). 
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Tax Relief Amendment and 
Finance Legislation 

The adoption of "Proposition Thirteen," also referred 

to as the "Jarvis-Gann Amendment," by California voters in 

June, 1978, reflected the mood of the nation with regards 

to tax reform legislation. Several states had enacted tax 

reform legislation by the time the Sixty-Fifth Legislature 

had convened for the second called session in the summer of 

1978 (3, 28, 35). House Joint Resolution Number One, calling 

for a statewide referendum, in November, 1978, gave the 

voters of Texas the opportunity to amend the State Constitu-

tion to specifically provide for "tax relief." The wording 

of the resolution as placed on the ballot left little doubt 

about the outcome: "For or Against Tax Relief." The results 

of the referendum left little doubt that the people of Texas 

were desirous of tax relief. 

The enabling legislation following the passage of the 

Tax Relief Amendment impacted every individual who lived in 

Texas. During the legislative session of 1979, there were 

three pieces of legislation passed which had a reforming 

effect on taxpayers and public schools in Texas. The reform-

ing effect resulted from the fact that a change in procedure 

was affected by the new legislation, but the real effects of 

the changes were not so certain. The three pieces of legis-

lation were House Bill 1060, Senate Bill 350, and Senate 

Bill 621. 
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The one act that impacted taxpayers with the most 

immediate effects was House Bill 1060. The provisions of 

which were (1) taxation of agriculture land, open space land 

and timberland based on its production value, with a provi-

sion for implementation during the next (1980) tax year at 

the discretion of the local school district; (2) the exemp-

tion of $5,000 of the value of a homestead with an additional 

$10,000 if the owner was over sixty-five years of age or 

disabled; (3) the removal of intangible personal property 

from the tax roles (an estimate by House Study Group Number 

45 lists 30 to 60 percent of all taxable property in Texas 

as being intangible personal property); and (4) the exemption 

of tangible personal property not used for the production of 

income, which included home furnishings and private automo-

biles (the exemption of automobiles was left to the discretion 

of local taxing authorities). Those districts losing taxable 

property due to exemptions granted by House Bill 1060 were 

reimbursed by the state on a pro rata basis of the fund 

appropriated for that purpose. The reinbursement provision 

lasted for only two years, after which districts were required 

to make up the difference from local sources. 

Senate Bill 350, also known as the "Public School Finance 

Bill" addressed finance reform through the following provi-

sions: (1) expanded the Foundation School Program aid 

(increased the state share in actual dollars not percentage 
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of funding); (2) adjusted Local Fund Assignment rates from 

$.35 per $100 of market value during 1978-1979 to either 

$.15 per $100 of market value or $.175 per $100 of index 

value of property in the district, and for 1980-1981 pro-

vided a single rate of $.16 per $100 of index value of 

property for all districts in the state; (2) revamped 

transportation aid by using linear density formulas; (4) 

established minimum personnel units for small school dis-

tricts with less than 1,000 ADA (school districts with at 

least 90 ADA would be guaranteed twelve personnel units as 

an exception to the formula which generated personnel units); 

(5) added a fast growth formula for additional aid to those 

districts which experienced a 6 percent or greater increase 

over the prior year's ADA; (6) added a minimum aid safeguard 

that would require legislative removal to replace the "sun-

set provision" of House Bill 1126; (7) provided for .6 of a 

personnel unit in school districts with an ADA of 1,000 

students or less for support staff to meet accreditation 

standards; and (8) adjusted state equalization aid to be 

determined by a single formula (43). 

Senate Bill 621 addressed property tax administration 

in areas that had caused wide spread inequities in school 

district funding for over twenty—five years. The provisions 

of Senate Bill 621 were very comprehensive as can be seen 

from the following list: (1) established county-wide 
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appraisal districts with a board of directors elected by 

the taxing entities within the county, (2) transferred the 

responsibility of property tax administration from the 

Comptroller and State Tax Board to the State Property Tax 

Board, (3) reduced the assessment ratio on state ad valorem 

taxes to .0001 percent, (4) provided for the definitions of 

taxable property and the property exemptions mandated in 

House Bill 1060, (5) provided for the state support and 

budget process of the Tax Appraisal District, (6) abolished 

the assessment ratios of local taxing entities (all property 

will be assessed at 100 percent of market value), (7) rede-

fined the duties of tax assessors and collectors, and (8) 

empowered the Board of Directors with the authority to 

administer the Tax Appraisal District. The rules and 

procedures for property tax administration were codified in 

the Texas Property Tax Code by the State Property Tax Board 

(38, 39). 

The Sixty-Seventh Legislature (1981) provided editorial 

legislation for the major tax laws enacted during the previous 

session and further refined the general provisions of school 

finance implemented during the previous biennium. The public 

school finance provisions were contained in House Bill 656 

and Senate Bill 180, and property tax revisions were addressed 

in House Bill 30. House Bill 30 was mainly a housekeeping 

bill to clarify previous tax legislation, but did include 
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some additional provisions strengthening the controls on 

property tax administration. Specific provisions of House 

Bill 30 were (1) stiffer penalties and interest on deliquent 

taxes, (2) less stringent rules governing tax roll-back 

elections (increasing the limit on tax increases from 3 per-

cent to 8 percent before a rollback election option was 

triggered), (3) revised "truth in taxation" provisions 

(requiring counties and school districts to include in their 

calculation of effective tax rates, a statement of current 

fund balances in the general fund of the taxing entity), and 

(4) mandatory reappraisal of property at least every four 

years. Item four met with mixed receptions from school dis-

tricts, but was almost universally opposed by counties. 

Many school districts and most counties had not had a compre-

hensive reappraisal of property in over ten years, some 

school districts only took the county values who in turn only 

added new property to the roll and did not have a provision 

for reappraisals. However, school districts in rapid growth 

areas were faced with tax rolls so old and outdated that 

their 10 percent debt limit on appraised value kept them 

from building the needed facilities to meet their growing 

populations. 

Harrison, in an analysis of public school funding 

approaches, identified "minimum aid" and "hold harmless 

clauses" as the greatest deterants to true equalization of 
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public school funding systems. State aid for many districts 

is dependent more upon these relics of the past than upon 

school-aid formulas which are designed to equalize state aid 

(20). Yet, the Sixty-Seventh Legislature passed House Bill 

656 which provided that no school district's Local Fund 

Assignment would increase more than 20 percent over the prior 

year's LFA. Senate Bill 180 simply carried forward the pro-

visions which had been mandated by House Bill 1060 and Senate 

Bill 350. Increases in funding levels provided most of the 

substance of Senate Bill 180: (1) the maintenance and opera-

tion allotment was increased from $139 to $220 for 1981-1982 

and to $237 for 1982-1983, (2) equalization entitlement was 

increased from $290 to $350 for 1931-1982 and to $360 for 

1982-1983, (3) provided for the Local Fund Assignment for 

1981-1982 and 1982-1983 to be $.15 per $100 of index value 

of property as determined by the State Property Tax Board 

for the 1979 tax year. 

Summary 

This chapter began with a summary of the historical 

development of the finance system of Texas and the changes 

that have come about in the support mechanism for public 

schools. The impact of the mood of the nation toward 

property tax reform and educational reform in general was 

examined from both the judicial and legislative prospectives. 

The school finance reform movement of the 1970s resulted from 
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a growing public desire that conditions should be more 

equal with respect to a child's access to educational 

opportunity and to taxpayers with the responsibility to 

pay for public education. The question of equity versus 

equality became an important issue. Equity being that which 

results when equal effort produces equal results, and 

equality being the condition where maximums or minimums are 

not exceeded. Starting in the courtroom, the reform move-

ment soon spread to legislative chambers where answers to 

questions concerning equity and equality of educational 

opportunity were sought. As attested to by studies conducted, 

the answers continue to elude judges as well as legislators. 

Following the summary of historical development and the 

reform movement, the finance legislation which addressed the 

identified inequities was presented. Current research 

addressing the reform movement in Texas revealed a lack of 

progress toward a system of finance that was a function of 

the wealth of the state rather than the wealth of the 

individual district. 

Although significant reform measures have been attempted, 

it appears that little has been accomplished. Whether fiscal 

equity can be accomplished by the legislative process remains 

to be seen. It is therefore incumbent upon researchers and 

practitioners in the field of educational finance to con-

tinually assess to what degree that has been accomplished. 
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CHAPTER III 

DESIGN AND METHODOLOGY 

This study uses ex post facto data to evaluate the 

effects of the finance legislation, following the adoption 

of the "Tax Relief Amendment of 1978," on the small school 

districts in Texas. The variables chosen to measure these 

effects were chosen through a review of the literature and 

with consultation of authorities in the field of educational 

finance at North Texas State University. Four additional 

research questions were posed that provided the basis for 

the analyses and interpretations of data to evaluate the 

basic questions of this study. 

The problem of this study was concerned with determin-

ing the effects of the Tax Relief Amendment of 1978 and 

subsequent finance legislation on the funding and revenue 

conditions of small school districts relative to per-pupil 

wealth, per-pupil expenditures, per-pupil state aid, per-

pupil local fund assignments, per-pupil local enrichment, 

and effective tax rates. The nature of the research ques-

tions and the fact that the study included the entire 

population permitted the use of descriptive and inferential 

statistical treatments. 
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The analysis of data was carried out in four phases. 

In phase one a correlational study was conducted to determine 

the changes in the relationships or ranks of the districts 

over the period of the study according to each of the vari-

ables—(a) wealth per ADA, (b) effective tax rate, (c) state 

aid per ADA, (d) local fund assignment per ADA, (e) local 

enrichment per ADA, and (f) total expenditures per ADA—and 

a report of the results was entered into a matrix format. 

A t-test was conducted to determine if the changes between 

the correlation coefficients were significant. 

In phase two of the study the districts were ranked by 

wealth per ADA from the lowest value to the highest value 

(1 to 480), and then the data were grouped into three groups 

of 160 school districts per group. The groups were deter-

mined by assigning school districts to group one if their 

rank on the variable, wealth per ADA, was in the bottom one-

third of the districts (0-$77,850), and to group two if they 

were in the middle one-third of the districts ($77,851-

$185,210), and to group three if they were in the top one-

third of the districts ($185,211-$17,685,940). The group 

assignment was made based on wealth per ADA for the 1978-

1979 school year, and each school district maintained that 

same group assignment throughout the study. This would 

facilitate the identification of changes in the levels of 

revenue or funding sources for particular groups of districts 
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over the period of the study. An analysis of these changes 

was conducted using a Lindquist Type I Analysis of Variance, 

which always involves two factors and repeated measures across 

the levels of one of the factors (2). Where significant dif-

ferences were found between the means for the grouping factor 

or the time factor, Scheffe's F tests were conducted to deter-

mine which specific groups were different from each other. 

Phase three was carried out by analyzing research ques-

tion three which dealt with four ratios—(a) state aid per 

ADA to local expenditures per ADA, (b) local fund assignment 

per ADA to total expenditures per ADA, (c) local enrichment 

per ADA to local expenditures per ADA, and (d) total 

expenditures per ADA to wealth per ADA—and how these ratios 

changed over the period of the study. A Lindquist Type I 

Analysis of Variance was used to analyze the changes or 

differences between the means over the period of the study. 

The ratios defined in research question three served to 

determine the changes in state aid, local fund assignment 

and local enrichment while controlling for the changes in 

expenditures, and the changes in total expenditures while 

controlling for the changes in wealth for the small school 

districts in Texas for the fiscal years 1979 through 1983. 

For example, if for any given year state aid increases 

proportionally faster than the total expenditures, the ratio 

will increase; however, if the state aid increases at a 
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slower rate than total expenditures the ratio will decrease, 

thus allowing the effects to be evaluated from year to year. 

Each district maintained the same wealth group assignment for 

the analysis of research question three as for research ques-

tion two. 

Phase four involved the development of a prediction 

equation using total expenditures per ADA as the criterion 

variable, and wealth per ADA, state aid per ADA, local fund 

assignment per ADA, local enrichment per ADA, and effective 

tax rate as the independent or predictor variables. Then 

the variables were entered into the regression equation to 

determine the relative importance of each in the prediction 

of the total expenditures for the small school districts of 

Texas. The regression coefficients were standardized to 

facilitate the comparisons of their relative importance. 

A table of "Beta weights" was produced from the equations 

and a test for significant differences between the "Beta 

weights" of the variables making a significant contribution 

to the regression equation was conducted (3). 
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CHAPTER IV 

ANALYSIS AND INTERPRETATIONS OF DATA 

This study sought to determine the economic effects of 

the Tax Relief Amendment of 1978 and subsequent finance 

legislation on small public school districts in the State of 

Texas between fiscal years 1979 and 1983. Appropriate data 

were collected, analyzed, and interpreted on the school dis-

tricts in the State of Texas with an ADA of 500 pupils or 

less in order to answer four research questions. 

1. Were there significant relationships and changes 

among small school districts between fiscal years 1979 and 

1983 when they were ranked by the financial variables (a) 

wealth per ADA, (b) effective tax rate, (c) state aid per 

ADA, (d) local fund assignment per ADA, and (e) local 

enrichment per ADA, and (f) total expenditures per ADA? 

2. Were there significant differences and changes in 

the mean (a) wealth per ADA, (b) effective tax rate, (c) 

state aid per ADA, (d) local fund assignment per ADA, (e) 

local enrichment per ADA, and (f) total expenditures per 

ADA of low, medium, and high wealth small school districts 

between fiscal years 1979 and 1983? 

3. Were there significant differences and changes in 

the mean ratios (percentages) of low, medium, and high wealth 
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small school districts' (a) state aid to total expenditures, 

(b) local fund assignment to total expenditures, (c) local 

enrichment to total expenditures, and (d) total expenditures 

to wealth between fiscal years 1979 and 1983? 

4. Which of these variables—(a) effective tax rate, 

(b) state aid per ADA, (c) local fund assignment per ADA, 

(d) wealth per ADA, or (e) local enrichment per ADA—were the 

best predictors of total expenditures per ADA for small school 

districts in the State of Texas between fiscal years 1979 and 

1983? 

The basic data were obtained from the Office of Informa-

tional Analysis of the Texas Education Agency on machine 

readable magnetic tape for the school years 1978-1979, 1979-

1980, 1980-1981, 1981-1982, and 1982-1983. There were 480 

school districts in Texas during 1978-1979 meeting the 500 

ADA or less criteria. However, during the 1979-1980 school 

year one district consolidated with two other districts, 

both of which were included in the study prior to the 

consolidation. There also were twenty-five school districts 

that grew in average daily attendance during the course of 

the study such that they exceeded the 500 ADA criteria. 

These districts were not excluded from the study since they 

met the criterion at the outset of the study. 

The data analyses and interpretations required that the 

data be organized into two formats. In format one, the 

entire population was treated as one group for the purpose 
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of answering research questions one and four. In format 

two, the population was divided into three equal groups for 

the purpose of answering research questions two and three. 

The districts were grouped according to wealth per student 

in average daily attendance for the 1978-1979 school year. 

The districts in the lowest one-third according to wealth 

per ADA (0-$77,850) were assigned to group one, districts 

in the middle one-third according to wealth per ADA ($77,851-

$185,210) were assigned to group two, and districts in the 

highest one-third according to wealth per ADA ($185,211-

$17,685,940) were assigned to group three. The assignments 

were made such that each group contained approximately 160 

school districts. 

Relationships and Changes among Small School 
Districts When Ranked by Finance Variables 

Between FY 1979 and FY 1983 

Research question one called for an investigation of 

the change in relationships between the districts each 

fiscal (academic) year for each variable during the period 

of the study. The 480 districts were ranked from lowest to 

highest (1 to 480) according to wealth per ADA. To investi-

gate the change in relationships between the districts over 

the period of the study, a Pearson product-moment correlation 

matrix was computed for each variable which allowed for a 

comparison of each year with every other year of the study. 

The correlation matrices are reported in Tables X through VI 
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for the variables; wealth per ADA, state aid per ADA, local 

fund assignment per ADA, local enrichment per ADA, total 

expenditures per ADA, and effective tax rate. 

The relationships, as represented by the correlation 

coefficients, reflect the changes that occurred in each 

variable for each year and how that change in district value 

compares to all other years of the study with respect to the 

identified variable. A t-test between dependent correlation 

coefficients was conducted using the following formula to 

determine if there were significant differences in the 

relationships between each pair of comparisons. The value 

t > 1.96 (with df = 477 and an alpha level of .05) was 

necessary for significance for all comparisons in research 

question one (4, p. 171). 

t _ (r1~r2) / (N-3) (L+r.3.) 

2 T" 2 
2 ( 1 _ rl - r2 + r3 +2rlr2r3 

Three sets of comparisons were conducted: (1) the 

differences or changes in the correlation coefficients when 

FY 1979 was correlated with each of the years FY 1980, FY 

1981, FY 1982, and FY 1983; (2) the differences or changes 

in the correlation coefficients between successive years of 

the study; and (e) the differences or changes in the correla-

tion coefficients when FY 1981 was correlated with FY 1982 

and FY 1983. The variable labels used in the tables are 

(1) WADA—wealth per average daily attendant; (2) ETRATE— 
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effective tax rate; (3) SADA—state aid per average daily 

attendant; (4) LFADA—local fund assignment per average 

daily attendant; (5) LEADA—local enrichment per average 

daily attendant; and (6) TEADA—total expenditures per 

average daily attendant. 

Relationships and Changes in 
Wealth Per ADA 

The comparisons of correlation coefficients for wealth 

per ADA between FY 1979 and FY 1983 are included in Table I. 

The correlation coefficient between FY 1979 and FY 1982 was 

noticeably much lower (r = .659) than the other coefficients. 

TABLE I 

CORRELATION MATRIX OF THE WEALTH PER ADA FOR FY 1979-FY 1983 

WADA79 WADA80 WADA81 WADA82 WADA83 

WADA79 • * 

WADA80 .971 • 

WADA81 .926 .979 • • 

WADA8 2 .659 .741 .761 • • 

WADA83 .935 .956 .932 .779 • • 

This could be explained by the fact that FY 1982 was the 

first year that the County Tax Appraisal District became 

operational, and the year that most small schools implemented 

the reappraisals of their tax rolls. The relatively high 
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correlation coefficients between FY 1979 and FY 1980 (r = 

.971), and FY 1979 and FY 1981 (r = .926) suggested that 

the change mandated by Senate Bill 621 and House Bill 1060 

during the first biennium had very little effect on the 

wealth relationships of the districts, but the smaller cor-

relation coefficient between FY 1979 and FY 1982 (r = .659) 

suggests that a change occurred; however, the correlation 

coefficient between FY 1979 and FY 1983 (r = .935) suggests 

that the wealth per ADA among small school districts during 

1983 returned to the same relative positions as during the 

FY 1979. 

The t-test scores between correlation coefficients 

revealed a significant difference between the years, FY 79/80 

—FY 79/81 (t = 20.659), FY 79/81—FY 79/82 (t = 19.190), and 

FY 79/82—FY 79/83 (t = 21.543). Also, the t-test scores 

between correlation coefficients for successive years of the 

study revealed significant differences between, FY 79/80—FY 

80/81 (t = 3.626), and FY 80/81—FY 81/82 (t = 29.874). 

However, for FY 81/82—FY 82/83 (t = 1.530) the difference 

was not significant. The comparison of correlation coeffi-

cients between FY 81/82—FY 81/83 (t = 8.106) yielded a 

significant difference. 

Relationships and Changes in Effective 
Tax Rates 

Table II contains the correlation coefficients for 

effective tax rates for the fiscal years 1979 through 1983. 
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TABLE II 

CORRELATION MATRIX OF THE EFFECTIVE TAX RATE FOR FY 1979-
FY 1983 

Variables ETRATE7 9 ETRATE80 ETRATE81 ETRATE82 ETRATE83 

ETRATE79 • • 

ETRATE80 .784 • • 

ETRATE81 .494 .581 • * 

ETRATE82 .521 .635 .680 • • 

ETRATE83 .506 .560 .578 .693 • • 

The correlation coefficients for effective tax rate are 

smaller than for any of the other variables, indicating a 

greater change in the relationships of the districts when 

compared by their effective tax rates. The greatest change 

in the relationship of the districts occurred between FY 1980 

and FY 1981, as indicated by the large drop in the correla-

tion coefficient from FY 79/80 (r = .784) to FY 79/81 (r = 

.494). The correlation coefficients for the years FY 79/80, 

FY 80/81, FY 81/82, and FY 82/83 were not as high as for the 

other variables suggesting a greater degree of change in the 

relationships of the districts from one year to the next 

during the period of the study. 

The t-test score between the correlation coefficients 

for FY 79/80—FY 79/81 (t = 9.937) was significant; however, 
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the results of the t-tests scores for FY 79/81—FY 79/82 

(t = 0.742), and FY 79/82—FY 79/83 (t = 0.382) revealed 

that the differences were not significant. The t-tests 

scores between correlation coefficients for successive 

years of the study revealed significant differences between 

the years FY 79/80—FY 80/81 (t = 6.762), and FY 80/81— 

FY 81/82 (t = 3.181), while the difference between FY 81/82— 

FY 82/83 (t = 0.433) was not significant. Also, the compari-

son of correlation coefficients between FY 81/82—FY 81/83 

(t = 3.519) was significantly different. 

The smaller correlation coefficients for effective tax 

rate may be attributed to the mandate included in Senate Bill 

621 (1979), to reappraise all real property in each school 

district. Districts were given the option to implement the 

reappraisals at their discretion; therefore, some districts 

chose to move ahead rapidly and others delayed until the 

County Tax Appraisal District became operational. This incon-

sistency on the part of school districts in the implementation 

phase of the reappraisals could have had an effect on the 

effective tax rate. 

Relationships and Changes in State 
Aid Per ADA 

The correlation coefficients for state aid per ADA for 

the years FY 1979 through FY 1983 are reported in Table III. 
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TABLE III 

CORRELATION MATRIX OF THE STATE AID PER ADA FOR FY 1979-
FY 1983 

Variables SADA79 SADA80 SADA81 SADA82 SADA83 

SADA79 • • 

SADA80 .873 • • 

SADA81 .831 .959 • • 

SADA82 .755 .896 .887 • • 

SADA83 .697 .845 .850 .938 • # 

The correlation coefficients for FY 79/80 (r - .873) and 

FY 80/81 (r = .959) reveal that a higher correlation exists 

among small school districts for the two years (FY 80 and 

FY 81) between legislative sessions. The same results were 

found for the FY 81/82 (r = .887) and FY 82/83 (r = .938) 

where FY 82 and FY 8 3 were the two years between the sixty-

seventh and sixty-eighth legislative sessions. The higher 

correlations for the years between legislative sessions 

(FY 80/81 and FY 82/83) indicate that little change occurred 

during the second year of the biennium. The correlation 

coefficients for FY 79/80, FY 79/81, FY 79/82, and FY 79/83 

declined in a uniform manner, suggesting a gradual change in 

the relationships of the districts as to state aid per ADA. 

The testing of the differences between the correlation 

coefficients resulted in a significant t for each of the 
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comparisons. The t-test scores between the correlation 

coefficients for FY 1979 and each of the remaining years of 

the study, as reported in Table III were as follows: FY 79/80 

—FY 79/81 (t = 5.844), FY 79/81—79/82 (t = 5.821), and 

FY 79/82—79/83 (t = 3.129). The test scores between the 

correlation coefficients for successive years of the study 

were FY 79/80—FY 80/81 (t = 11.570), FY 80/81—FY 81/82 

(t = 11.088), and FY 81/82—FY 82/83 (t = 5.987). The com-

parison of the correlation coefficients between FY 81/82— 

FY 81/83 (t = 4.446) yielded a significant difference. 

The significant changes in state aid among small school 

districts between FY 1979 and each of the following years 

may be due to the effects of the passage of Senate Bill 350 

which included an equalization aid provision for low wealth 

districts, and a fast growth supplement for districts who 

were growing at 6 percent or more per year. These provisions 

in the law were carried forward during the Sixty-Seventh 

Legislature (1981). Such actions allowed additional state 

dollars to flow to school districts that were below 110 per-

cent of the state average in wealth per ADA or whose growth 

rate exceeded 6 percent of the prior years' ADA. 

Relationships and Changes in Local 
Fund Assignment Per ADA 

Table IV contains the correlation matrix for local fund 

assignment per ADA for fiscal years 1979 through 1983. 
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TABLE IV 

CORRELATION MATRIX OF THE LOCAL FUND ASSIGNMENT 
PER ADA FOR FY 1979-FY 1983 

Variables LFADA79 LFADA80 LFADA81 LFADA8 2 LFADA83 

LFADA79 . . 

LFADA80 .957 • 

LFADA81 .948 .973 • • 

LFADA82 .925 .968 .942 • • 

LFADA83 .859 .928 .896 .949 • • 

The correlation coefficients for the comparisons of FY 79/80 

(r = .957), FY 79/81 (r = .948), FY 79/82 (r = .925), and 

FY 79/83 (r = .859) though very high, do in fact decline as 

FY 79 is correlated with subsequent years of the study. The 

correlation coefficients representing the comparisons of 

successive years of the study FY 79/80 (r = .957), FY 80/81 

(r = .973), FY 81/82 (r = .942), and FY 82/83 (r = .949), 

remained consistently high throughout the period of the study. 

The provision of House Bill 1126 (1975) preventing the local 

fund assignment from increasing more than 25 percent over 

the prior year's value, was carried forward until 1981, at 

which time the rate of increase was reduced to 20 percent 

over the prior year's value. This may explain why the local 

fund assignment per ADA failed to follow the same trends as 

did the wealth per ADA. 
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Even though the correlation coefficients are uniformly 

high, the t-test scores indicated that the differences between 

the coefficients were statistically significant. The t-test 

scores between correlation coefficients revealed a significant 

difference between the years FY 79/80—FY79/81 (t = 30.659), 

FY 79/81—FY79/82 (t = 19.190), and FY 79/82--FY 79/83 (t = 

21.543). Also, the t-test scores between correlation coef-

ficients for successive years of the study revealed signifi-

cant differences between FY 79/80—FY 80/81 (t = 3.626), and 

FY 80/81—FY 81/82 (t = 29.874). However, for FY 81/82—FY 

82/83 (t = 1.530) the difference was not significant. The 

comparison of correlation coefficients between FY 81/82— 

FY 81/83 (t = 8.106) was significantly different. 

Re1ationships and Changes in Local 
Enrichment Per ADA 

Table V contains the correlation matrix for local enrich-

ment per ADA for the fiscal years 1979 through 1983. The 

correlation matrix for local enrichment per ADA is very 

similar to that of local fund assignment per ADA, in that the 

decline in the correlation coefficients for the years FY 79/80, 

FY 79/81, FY 79/82, and FY 79/83 were very gradual. Likewise, 

the correlation coefficients for the years FY 79/80, FY 80/81, 

FY 81/82, and FY 82/83 were consistently high, suggesting very 

little change in the way small school districts related to 

each other during the period of the study. 
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TABLE V 

CORRELATION MATRIX OF THE LOCAL ENRICHMENT 
PER ADA FOR FY 1979-FY 1983 

Variables LEADA7 9 LEADA80 LEADA81 LEADA8 2 LEADA83 

LEADA79 . . 

LEADA80 .927 • • 

LEADA81 .828 .920 • • 

LEADA82 .808 .876 .931 • • 

LEADA83 .745 .793 .835 .925 • • 

The t-test scores between correlation coefficients 

revealed a significant difference between the years FY 79/80— 

FY 79-81 (t = 12.999), and FY 79/82--FY 79/83 (t = 3.372). 

The correlation coefficients for FY 79/81—FY 79/82 (t = 

.460) were not significantly different from each other. The 

differences between the correlation coefficients for FY 79/80— 

FY 80/81 (t = 0.896), FY 80/81--FY 81/82 (t = 1.459), and FY 

81/82—FY 82/83 (t = 0.819) were not significant. The 

comparison of correlation coefficients for FY 81/82—FY 81/83 

(t = 13.428) revealed a significant difference. 

The lack of a significant difference between the correla-

tion coefficients for FY 79/81—FY 79/82 (t = 1.460) indicated 

that the changes or differences mandated by the Sixty-Seventh 

Legislature did not alter the degree of change among the 
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rankings of small school districts. Also, the lack of 

significant differences between the correlation coefficients 

for successive years of the study suggested that the changes 

or differences in local enrichment per ADA brought about by 

the legislation were so gradual that a statistical difference 

was undetectable. 

There were no provisions in the Texas system of school 

finance during the period of this study to limit the amount 

of local enrichment that each district could provide. No 

school district in the state was required to set a minimum 

tax rate, or produce local revenue equivalent to their local 

fund assignment. Local enrichment funds were totally 

dependent upon the decisions of the local boards of education 

as to their willingness to generate local revenues. 

Relationships and Changes in Total 
Expenditures Per ADA 

The Texas legislature attempted to address the issue 

of local ability versus local effort during the sixty-fourth 

(1975) and sixty-fifth (1977) legislative sessions, but 

inequities in total expenditures per ADA still persisted in 

small school districts as of 1978. Table VI contains the 

correlation matrix for the total expenditures per ADA for 

the fiscal years 1979 through 1983. The correlation coef-

ficients for the years FY 79/80, FY 79/81, FY 79/82, and 

FY 79/83 followed a gradual decline similar to that found 

in the relationships of local fund assignment per ADA and 
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local enrichment per ADA. Also, the consistency of the 

correlation coefficients for the years FY 79/80, FY 80/81, 

FY 81/82, and FY 82/83 exhibited a common pattern found in 

the two previous variables. 

TABLE VI 

CORRELATION MATRIX OF THE TOTAL EXPENDITURES 
PER ADA FOR FY 1979-FY 198 3 

Variables TEADA79 TEADA80 TEADA81 TEADA82 TEADA83 

TEADA79 • • 

TEADA80 .819 • • 

TEADA81 .769 .800 • • 

TEADA8 2 .718 .714 .805 • • 

TEADA83 .656 .648 .729 .806 • • 

The t-test scores between correlation coefficients 

revealed a significant difference between the years FY 79/80-

FY 79/81 (t = 2.834), FY 79/81--FY 79/82 (t = 2.211), and FY 

79/82—FY 79/83 (t = 2.209). The differences between the 

correlation coefficients for FY 79/80—FY80/81 (t = 1.067), 

FY 80/81—FY81/82 (t = 0.257), and FY 81/82—FY 82/83 (t = 

0.053) yielded non-significant t-scores. The difference 

between the correlation coefficients for FY 81/82—FY 81/83 

(t = 4.104) was significant. 
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The non-significant differences between the correla-

tion coefficients for successive years of the study suggest 

that the changes that did occur in total expenditures per 

ADA between FY 1979 and FY 1983 were similar in nature, i.e., 

the economic effects of the legislation upon small school 

districts from one year to the next were minimal. 

Changes in the Mean Values of the Finance 
Variables Between FY 1979 and FY 1983 

Significant differences between the correlation coef-

ficients in a majority of the comparisons in the previous 

section led to further investigations of whether there were 

significant differences in the mean values of the identified 

variables. The 480 school districts were ranked by wealth 

per average daily attendance for the 1978-1979 school year, 

and then three groups were formed, assigning 160 schools to 

each group. Group one included the districts in the lowest 

one-third by wealth (0-$77,850) per ADA, group two included 

the districts in the middle one-third according to wealth 

($77,851-$185,210) per ADA, and group three included the 

districts in the top one-third according to wealth ($185,211-

$17,685,440) per ADA. The means, standard deviation and 

the number of districts for each of the groups are presented 

in tables and graphs. 

The changes in the mean values of the variables over 

the course of the study also were of concern. However, any 
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attempt to compare the means within the groups over the 

period of the study would have been confounded by the 

inflation rate over the five years of the study. Therefore, 

an adjustment for inflation based on the Consumer Price 

Index was performed on each variable prior to conducting an 

analysis of variance with repeated measures design for the 

variables of wealth per ADA, effective tax rate, state aid 

per ADA, local fund assignment per ADA, local enrichment per 

ADA, and total expenditures per ADA. The procedure utilized 

to arrive at the inflation adjustment factor was as follows: 

(a) the February 1979 value of the Consumer Price Index as 

reported by the Bureau of Labor Statistics for the United 

States was chosen as the base year for the purpose of this 

study, and (b) the February Consumer Price Index for each 

of the following years of the study were divided into the 

1979 value to produce a decimal factor which in turn was 

multiplied by the values of each variable for that year to 

produce values proportionally equivalent to 1979 dollars (2). 

The Lindquist Type I Analysis of Variance was the design 

used to conduct the analysis of the means for each variable. 

A Lindquist Type I Analysis of Variance always involves two 

factors and repeated measures across the levels of one of 

the factors. The design may be referred to by different 

authors as a "split-plot factorial 3.4 [sic] ANOVA" (5, p. 

106), a two-factor mixed design with repeated measures on 
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one factor, or finally as having one between-subjects factor 

and one within-subjects factor. The within-subjects factor 

is always synonymous with the repeated measures factor. A 

between-subjects factor does not have repeated measures, and 

each subject in the study is exposed to only one level of 

this factor (5) . 

In the two-way analysis of variance there are always 

three research questions which must be asked (6). In this 

study those questions were (a) is there a significant dif-

ference among the three groups, (b) is there a significant 

difference among the years of the study, and (c) is the 

change in values across the years similar for all three 

groups? In those cases where a significant difference was 

detected in the means for a variable,a multiple comparison 

of the means for each factor was conducted using a Scheffe's 

F test to identify which of the means were responsible for 

the significant F (7). A graph was used to illustrate trends 

and any interaction between the grouping factors and the time 

factors. 

The between-subjects factor was referred to as the 

grouping factor for which there were three levels—low, 

medium, and high wealth groups. The within—subjects factor 

was referred to as the time factor (FY 1979 through FY 1983) 

and was regarded as repeated measures. The measurements 

were the reported values taken from the official audit 
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reports of each school district that were filed with the 

Texas Education Agency before the first of January of each 

year. 

Changes in Wealth Per ADA 

Table VII contains the data for wealth per average 

daily attendance for the fiscal years 1979 through 1983, 

and a graph of these data are presented in Figure 1 which 

illustrates the trends and relationships of each wealth 

group over the years of the study. The results of the 

analysis of variance are reported in Table VIII. 

The increases in the mean wealth per average daily 

attendance is consistent with the legislative intent of 

Senate Bill 621 passed in 1979 calling for the removal of 

the assessment ratio and requiring every county to have a 

complete reappraisal of taxable property. The statewide 

average for wealth per average daily attendance in the 1,072 

school districts in Texas in 1978-1979 was $130,403 (1). 

Of the 480 school districts included in this study, 477 

school districts reported wealth data for 1978-1979, of these, 

261 (55 percent) were below the state average in wealth. 

A significant difference (F = 35.572) between the means 

for the wealth groups was found. Likewise, a significant 

difference (F = 7.507) was found between the means across 

the years of the study. Also a significant interaction (F = 

4.68 0) between the grouping factor and time factor was found. 
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TABLE VII 

INFLATION ADJUSTED* WEALTH PER AVERAGE DAILY ATTENDANCE, 
FY 1979-FY 1983 

Group 1 
Low Wealth 

Group 2 
Medium Wealth 

Group 3 
High Wealth Total 

Year N = 158 N = : 160 N = ] L57 Mean 
Mean SD Mean SD Mean SD 

Mean 

1979 52032 15886 122212 30200 752554 1596235 307445 

1980 49684 23230 109602 40495 665965 1256135 273775 

1981 53038 44848 120293 53897 844871 1552914 337719 

1982 67497 72187 129969 64647 1017863 2271849 403092 

1983 81084 61598 152935 81290 1004440 2002583 410559 

Total 60667 127002 857139 

*See page 75 for explanation 

TABLE VIII 

ANALYSIS OF VARIANCE OF GROUP MEANS AND TIME MEANS 
FOR WEALTH PER ADA 

Source df MS F 

Between-Subj ects 407 
B (Groups) 2 153,315,091 35.572* 
Error (b) 468 4,309,969 

Within-Subjects 1884 
A (Time) 4 1,693,176 7.507* 
AxB (Interaction 8 1,055,712 4.680* 
Error (w) 1872 225,545 

*Significant p < .001. 
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Fig. 1—Graph of wealth per ADA groups by time 

Having found a significant difference in both the group 

means and the time means, a multiple comparison of each pair 

of means was conducted. The multiple comparisons of group 

means using the Scheffe's F test showed that (a) group one 

(low wealth) and group two (medium wealth) were not signifi-

cantly different (F = 0.2010) from each other; (b) group one 

and group three (high wealth) were significantly different 
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(F = 28.8841) from each other; and (c) groups two and three 

were significantly different (F = 24.1966) from each other. 

The Scheffe's F test is the most conservative multiple 

comparison test according to Huck (5). Therefore, the lack 

of statistical significance in the difference between groups 

one and two was due in part to the basic definition of the 

value limits of the groups established at the outset of the 

study, and partially to the conservative nature of the Scheffe 

F test. 

The results of the Scheffe's F tests for the time factor 

are reported in Table IX. An alpha level of .05 with degrees 

of freedom of 1/468 were used to test the F for significance 

in all applications in this study. A value of F = 3.86 was 

necessary for significance in each of the multiple comparison 

tests used in this study. 

TABLE IX 

SCHEFFE'S MULTIPLE COMPARISONS TEST OF MEAN WEALTH 
PER ADA, FY 1979-FY 1983 

Time 1979 1980 1981 1982 1983 

1979 • • 

1980 0.2959 • • 

1981 0.2392 1.0673 • • 

1982 2.3880 4.3652* 1.1155 • • 

1983 2.7916 4.9054* 1.3964 0.0157 - * * 

•Significant p 



81 

The comparisons of the means for the time factor 

yielded the following results. (a) A significant difference 

between FY 1980 and FY 1982 (F = 4.3652) and FY 1980 and FY 

1983 (F = 4.9054) was found. (b) The comparisons of FY 1979 

to FY 1980 (F = 0.2959), FY 1979 to FY 1981 (F = 0.2392), 

FY 1979 to FY 1982 (F = 2.3880) and FY 1979 to FY 1983 (F = 

2.7916) were not significant; this suggests that once the 

tax rolls were adjusted for inflation, very little increase 

in taxable value resulted from the reappraisals mandated by 

Senate Bill 621 of the Sixty-Sixth Legislature. (c) The 

comparisons between FY 1981 and FY 1982 (F = 1.1155), and 

FY 1981 and FY 1983 (F = 1.3964) were not significant. This 

suggests that the legislation enacted during the Sixty-Seventh 

Legislature (1981) did not significantly affect the taxable 

wealth per ADA of the small school districts in Texas. 

Changes in Effective Tax Rates 

Table X contains the data for effective tax rates for 

the fiscal years 1979 through 1983, and a graph of these 

data are presented in Figure 2 which illustrates the trends 

and relationships of each wealth group over the years of the 

study. The results of the analysis of variance are reported 

in Table XI. 

There were increases in the effective tax rates for the 

years 1979, 1980, and 1981 for groups one and two and sub-

sequent decreases during FY 1982 and FY 1983. The net effect 
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INFLATION ADJUSTED* EFFECTIVE TAX RATES, 
FY 1979-FY 1983 

82 

Year 

Group 1 
Low Wealth 
N = 158 

Group 2 
Medium Wealth 

N = 160 

Grou 
High W 
N = ] 

P 3 
ealth 
L57 

Total 

Mean 
Mean SD Mean SD Mean SD 

Total 

Mean 

1979 .98 .37 .81 .41 .64 .48 .81 

1980 .96 .37 .89 .41 .65 .48 .83 

1981 .99 .37 .93 .54 .60 .50 .84 

1982 .91 .46 .89 .42 .55 .50 .78 

1983 .78 .46 

o
 

00 • .45 .53 .50 .70 

Total .93 .86 .59 

*See page 75 for explanation. 

TABLE XI 

ANALYSIS OF VARIANCE FOR EFFECTIVE TAX RATES 
BY GROUPS AND TIME 

Source df MS F 

Between-Subj ects 470 
B (Groups) 2 0.00243 40.642* 
Error (b) 468 0.00006 

Within-Subjects 1884 
A (Time) 4 0.00015 13.845* 
AxB (Interaction 8 0.00003 2.933* 
Error (w) 1872 0.00001 

*Significant p < .001. 
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upon the means of wealth groups one and two over the period 

of the study showed that their financial effort was similar; 

however, for wealth group three the net effect was a decrease 

in the effective tax rate. 
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Fig. 2—Graph of effective tax rates groups by time 

The analysis of variance for effective tax rates 

revealed a significant difference (F = 40.642) between the 

group means. Likewise, a significant difference (F = 13.845) 

was found between the means for the time factor. Also, a 

significant interaction (F = 2.933) between the grouping 

factor and the time factor was found. 
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The multiple comparisons of group means using the 

Scheffe F test showed that (a) group one (low wealth) and 

group two (medium wealth) were not significantly different 

(F = 1.3558) from each other; (b) group one and group three 

(high wealth) were significantly different (F = 36.1168) 

from each other; and (c) groups two and three were signifi-

cantly different (F = 23.4212) from each other. The differ-

ences in the means for the wealth groups were consistent 

with the basic definitions of the wealth groups (see page 61), 

and with the review of literature, revealing the lowest 

average effective tax rate over the period of the study for 

the wealthiest group (group three), and the highest average 

effective tax rate for the poorest group (group one). 

The comparisons of the means across the time factor 

using the Scheffe F test, are reported in Table XII. 

TABLE XII 

SCHEFFE'S MULTIPLE COMPARISONS TEST OF MEAN EFFECTIVE TAX 
RATES, FY 1979-FY 1983 

Time 1979 1980 1981 1982 1983 

1979 
• • 

1980 0.2528 . . 
1981 0.4955 0.0405 • • 

1982 0.4273 1.3374 1.8431 . . 
1983 6.5766* 9.4076* 10.6818* 3.8650* . . . V . * . 

*Significant p < .05, 
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The comparisons of the means for the time factor yielded 

the following results. (a) The only significant differences 

were between the means for FY 1979 and 1983, FY 1980 and FY 

1983, FY 1981 and FY 1983, and FY 1982 and FY 1983, which 

meant that the means for all groups were similar except for 

FY 1983. (b) No other significant differences were found. 

The results indicate a decline in the effort of small school 

districts toward the financing of the educational programs 

at the local district level. 

Changes in State Aid Per ADA 

Table XIII contains the mean, standard deviation, and 

number of districts in each group for the variable state aid 

per ADA, and a graph of these data are presented in Figure 

3 which illustrates the trends and relationships of each 

wealth group over the years of the study. The results of 

the analysis of variance are reported in Table XIV. 

After adjustments for inflation, there was an increase 

in the means for state aid per ADA for group one districts 

of 12 percent compared to a 20 percent increase in the 

means of group two districts and a 48 percent increase in 

the means of group three districts for the period FY 1979 

through FY 1983. 

The analysis of variance revealed a significant 

difference (F = 18.753) between the means for the wealth 

groups. Likewise, a significant difference (F = 165.330) 



TABLE XIII 

INFLATION ADJUSTED* STATE AID PER ADA 
FY 1979-FY 1983 

86 

Group 1 Group 2 Group 3 
Low Wealth Medium Wealth High Wealth Total 

Year N = 158 N = 160 N = ; L58 Mean Mean 
Mean SD Mean SD Mean SD 

1979 957 229 932 335 633 407 841 

1980 946 239 952 423 727 429 876 

1981 922 239 941 465 745 408 870 

1982 1018 241 1031 321 866 484 972 

1983 1074 248 1115 409 938 498 1043 

Total 
983 994 782 

*See page 75 for explanation. 

TABLE XIV 

ANALYSIS OF VARIANCE FOR STATE 
AID PER ADA 

Source df MS F 

Between-Subjects 475 
B (Groups) 2 11,377,666 18.753* 
Error (b) 473 606,707 

Within-Subjects 1904 
A (Time) 4 3,405,613 165.330* 
AxB (Interaction 8 240,351 11.668* 
Error (w) 1892 20,598 

*Significant p < .001. 
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between the means across the time was found. Also, a 

significant interaction (F — 11.668) between the grouping 

factor and the time factor was found. Having found a 

significant difference in both the group means and the time 

means, a multiple comparison of each pair of means was con-

ducted . 
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Fig. 3—Graph of state per ADA groups by time 

The results of the Scheffe F test for the comparison of 

the group means yielded the following information. (a) 

Group one (low wealth) and group two (medium wealth) were 



88 

not significantly different (F = 0.0402) from each other, 

(b) Group one and group three (high wealth) were signifi-

cantly different (F = 13.2388) from each other. (c) Groups 

one and three were significantly different (F = 14.8264) from 

each other. The results of the Scheffe F test for the time 

factor are reported in Table XV. 

TABLE XV 

SCHEFFE'S MULTIPLE COMPARISONS TEST OF MEAN STATE 
AID PER ADA, FY 1979-FY 1983 

Time 1979 1980 1981 1982 1983 

1979 . 

1980 3.4715 • • 

1981 2.4272 0.0932 • • 

1982 49.8648* 27.0225* 30.2893* • • 

1983 117.9662* 80.9563* 86.5426* 14.4344* • • 

*Significant p < .05, 

The comparisons of the means for the time factor yielded 

the following results. (a) The comparisons of FY 1979 to 

FY 1980 (F = 3.4715) and FY 1979 to FY 1981 (F = 2.4272) were 

not significant, however, FY 1979 to FY 1982 (F = 49.8648) 

and FY 1979 to FY 1983 (F = 117.9662) yielded a significant 

F. (b) Considering the comparisons of the means of sucessive 

years of the study, the first two years,FY 1979 to FY 1980 

(F = 3.4715) and FY 1980 to FY 1981 (F = 0.0932), did not 
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produce significant differences, but the means for the last 

two years of the study FY 1981 to FY 1982 (F = 30.2893) and 

FY 1982 to FY 1983 (F = 14.4344) were significantly differ-

ent. (c) The suggestion that the legislation of the Sixty-

Sixth Legislature (1979) may not have had an immediate impact 

on the state aid was further strengthened by the comparisons 

of FY 1981 to FY 1982 (F = 30.2893) and FY 1981 to FY 1983 

(F = 86.5426), where a significant difference in each pair 

of means was found. 

The interactions between the grouping factor and the 

time factor are illustrated in Figure 3, which shows that 

the state aid to high wealth (group three) districts increased 

faster over the time period than did the state aid to low 

wealth (group one) districts and medium wealth (group two) 

districts. The "hold-harmless" provisions of both the sixty-

sixth (1979) and sixty-seventh (1981) legislative sessions 

protected the wealthy school districts from losses of state 

aid per ADA below the levels of previous years. Also it is 

obvious by viewing Figure 3 that the legislation enacted 

during FY 1979 through FY 1983 did not cause a significant 

reduction in state aid to the group three (high wealth) dis-

tricts . 

Changes in Local Fund Assignment 
Per ADA 

Table XVI contains the mean, standard deviation, and 

the number of districts in each group for the variable local 



90 

fund assignment per average daily attendance for the fiscal 

years 1979 through 1983, and a graph of these data is pre-

sented in Figure 4 which illustrates the trends and relation-

ships of each wealth group over the years of the study. The 

results of the analysis of variance are reported in Table 

XVII. After adjustments for inflation, the decrease in local 

fund assignments per ADA for group one was 25 percent, for 

group two 27 percent, and for group three 20 percent. The 

uniform decrease in the local fund assignment is in keeping 

with the expressed intent of Senate Bill 350. 

A significant difference (F = 88.473) between the means 

for the wealth groups was found. Also, a significant differ-

ence (F = 7.507) between the means across the years of the 

study was found. A significant interaction (F = 4.680) 

between the grouping factor and the time factor was found. 

Having found a significant difference in both the group 

means and the time means, a multiple comparison of each pair 

of means was conducted using the Scheffe F test. The 

multiple comparisons of group means produced the following 

results. (a) Group one (low wealth) and group two (medium 

wealth) were not significantly different (F = 0.8324) from 

each other. (b) Group one and group three (high wealth) 

were significantly different (F = 72.8669) from each other, 

(c) Groups two and three were significantly different (F = 

58.7 393) from each other. 
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TABLE XVI 

INFLATION ADJUSTED* LOCAL FUND ASSIGNMENT PER ADA, 
FY 1979-FY 1983 

Year 

Group 1 
Low Wealth 
N = 157 

Group 2 
Medium Wealth 

N = 160 

Group 3 
High Wealth 
N = 158 

Total 

Mean 
Mean SD Mean SD Mean SD 

Total 

Mean 

1979 122 48 221 86 1002 1035 447 

1980 101 41 185 68 858 963 380 

1981 85 39 158 62 822 1021 354 

1982 92 44 166 61 769 889 341 

1983 90 42 161 61 800 1049 349 

Total 
98 178 850 

rSee page 75 for explanation 

TABLE XVII 

ANALYSIS OF VARIANCE FOR LOCAL FUND ASSIGNMENT 
PER ADA BY GROUP AND TIME 

Source df MS F 

Between-Subj ects 473 
B (Groups) 2 134,908,582 88.473* 
Error (b) 471 1,524,855 

Within-Subjects 1896 
A (Time) 4 884,639 29.189* 
AxB (Interaction 8 280,757 9.263* 
Error (w) 1884 30,307 

*Significant p < .001. 



92 

Local Fund 
Assignment 
Per ADA 

1100 

1000 

900 

800 

700 

600 

500 

400 

300 

200 

100 

0 1979 1980 1981 1982 1983 

— Group 1, Low Wealth 
• •Group 2, Medium Wealth 
— Group 3, High Wealth 

Fig. 4—Graph of local fund assignment per ADA groups 
by time. 

The results of the Scheffe F tests for the time factor 

are reported in Table XVIII. The comparisons of the means 

for the time factor yielded the following results. (a) A 

significant difference between the means was found for FY 

1979 and FY 1980 (F = 8.7170), FY 1979 and FY 1981 (F = 

16.9486), FY 1979 and FY 1982 (F = 21.7304), and FY 1979 and 
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FY 1983 (F = 18.6135). (b) No other significant differences 

were found. 

TABLE XVIII 

SCHEFFE'S MULTIPLE COMPARISONS TEST OF MEAN LOCAL FUND 
ASSIGNMENT PER ADA, FY 1979-FY 1983 

Time 1979 1980 1981 1982 1983 

1979 • • 

1980 8.7170* • • 

1981 16.9486* 1.3558 • • 

1982 21.7304* 2.9211 0.2967 • 

1983 18.6135* 1.8547 0.0390 0.1206 • • 

*Significant p < .05 

The market value on school district tax rolls prior to 

the reappraisals affected the degree of change in wealth per 

ADA as well as local fund assignment when the new market 

values came on the tax roll. 

Changes in Local Enrichment Per ADA 

Table XIX contains the means, standard deviation, and 

number of districts per group for the variable, local 

enrichment per average daily attendance for the fiscal 

years 1979 through 1983, and a graph of these data is pre-

sented in Figure 5 which illustrates the trends and rela-

tionships of each wealth group over the years of the study. 

Results of analysis of variance are reported in Table XX. 



94 

Local enrichment is the revenue raised locally above 

that which is required by the state through the local fund 

assignment. The data in Table XXX reveal that group three 

districts generate on the average more than four times as 

much revenue per ADA locally as do group one districts, and 

more than twice that of group two districts. 
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time. 
Fig. 5 —Graph of local enrichment per ADA groups by 
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A significant difference (F = 161.173) between the 

means for the wealth groups was found. Likewise, a signifi-

cant difference (F = 41.395) was found between the means 

across the years of the study. Also, a significant inter-

action (F = 5.326) between the grouping factor and the time 

factor was found. 

Having found a significant difference in both the group 

means and the time means, a multiple comparison of each pair 

of means was conducted. The multiple comparison of group 

means using the Scheffe F test produced the following 

results. (a) Group one (low wealth) and group two (medium 

wealth) were significantly different (F = 9.2644) from each 

other. Thus far, local enrichment per ADA is the only 

variable on which group one and group two districts were 

significantly different. (b) Group one and group three (high 

wealth) were significantly different (F = 153.0240) from each 

other. (c) Groups two and three were significantly different 

(F = 87.7992) from each other. 

The comparison of the means across the time factor using 

the Scheffe F test yielded the following results. (a) Signif-

icant differences between FY 1979 and FY 1981 (F = 4.6999), 

FY 1979 and FY 1982 (F = 7.7863), and FY 1979 and FY 1983 

(F = 21.4533) were found. (b) A non-significant difference 

was found between FY 1979 and FY 1980 (F = 1.1668), FY 1981 

and FY 1982 (F = 0.3875) and FY 1982 and FY 1983 (F = 3.3907). 



TABLE XIX 

INFLATION ADJUSTED* LOCAL ENRICHMENT PER ADA 
FY 1979-1983 
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Group 1 Group 2 Group 3 
Low Wealth Medium Wealth High Wealth Total 

Year N = 158 N = 160 N = : L57 
Mean Mean 

Mean SD Mean SD Mean SD 

1979 336 170 658 327 1689 1199 892 

1980 319 176 630 340 1566 1094 836 

1981 381 374 735 401 1900 1401 1002 

1982 413 399 760 420 1939 1331 1034 

1983 465 391 897 572 2032 1480 1129 

Total 

ml* /«• 

383 736 1825 

*See page 75 for explanation 

TABLE XX 

ANALYSIS OF VARIANCE FOR LOCAL ENRICHMENT PER ADA 
BY GROUPS AND TIME 

Source df MS F 

Between-Subjects 474 
B (Groups) 2 447,391,184 161.173* 
Error (b) 472 2,676,207 

Within-Subjects 1900 
A (Time) 4 6,458,466 41.395* 
AxB (Interaction 8 831,085 5.326* 
Error (w) 1888 156,018 

*Significant p < .001. 
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(c) The difference between FY 1981 and FY 1982 (F = 0.3875) 

was not significant; however, the difference between FY 1981 

and FY 1983 (F = 6.0705) was significant (see Table XXI). 

TABLE XXI 

SCHEFFE'S MULTIPLE COMPARISONS TEST OF MEAN LOCAL 
ENRICHMENT PER ADA, FY 1979-FY 1983 

Time 1979 1980 1981 1982 1983 

1979 . 
1980 1 . 1 6 6 8 • • 

1981 4 . 6 9 9 9 * 1 0 . 5 5 0 1 * • • 

1982 7 . 7 8 6 3 * 1 4 . 9 8 1 2 * 0 . 3 8 7 5 • • 

1983 

*c-i 

2 1 . 4 5 3 3 * 3 2 . 6 2 6 3 * 6 . 0 7 0 5 * 3 . 3 9 0 7 
• • 

Changes in Total Expenditures Per ADA 

Table XXII contains the mean, standard deviation, and 

the number of districts per group for the variable total 

expenditure per ADA for the fiscal years 1979 through 1983, 

and a graph of these data is presented in Figure 6 which 

illustrates the trends and relationships of each wealth group 

over the years of the study. The results of the analysis of 

variance are reported in Table XXIII. 

As evident from the data presented in Table XXII, the 

cost of education per student increased in all three types 

of districts during the time period of the study. Also, the 



TABLE XXII 

INFLATION ADJUSTED* TOTAL EXPENDITURES PER ADA, 
FY 1979-FY 1983 
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Year 

Group 1 
Low Wealth 
N = 157 

Group 2 
Medium Wealth 

N = 160 

Group 3 
High Wealth 
N = 157 

Total 

Mean 
Mean SD Mean SD Mean SD 

Total 

Mean 

1979 1650 424 2050 638 3654 1810 2447 

1980 1597 461 2090 854 3453 1479 2377 

1981 1737 679 2238 986 3710 1603 2558 

1982 1733 634 2265 863 3740 1792 2576 

1983 2035 738 2685 1244 4163 2213 2957 

Total 

u. f t 

1750 2266 3744 
(See page 75 for explanation 

TABLE XXIII 

ANALYSIS OF VARIANCE FOR TOTAL EXPENDITURES 
PER ADA BY GROUPS AND TIME 

Source df MS F 

Between-Subj ects 474 
B (Groups) 2 847,795,858 166.492* 
Error (b) 472 5,092,086 

Within-Subjects 1900 
A (Time) 4 23,950,870 41.115* 
AxB (Interaction 8 654,384 1.123 
Error (w) 1888 582,530 

*Significant p < .001. 
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diversity in spending among the small school districts is 

evident by the difference between the means of the wealth 

groups. 

Total 
Expenditures 
Per ADA 

4250 

4000 

3750 

3500 

3250 

3000 

2750 

2500 

2250 

2000 

1750 

1500 
1979 1980 1981 

- Group 1, Low Wealth 
'•Group 2, Medium Wealth 
Group 3, High Wealth 

1982 1983 

time 
Fig. 6—Graph of total expenditures per ADA groups by 

The results of the analysis of variance are reported 

in Table XXIII. A significant difference (F = 166.492) 

between the means for the wealth groups was found. Likewise, 
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a significant difference (F = 41.115) was found between the 

means across the years of the study. The interaction (F = 

1.123) between the grouping factor and the time factor was 

not significant. 

A Scheffe F test for the comparison of pairs of means 

was conducted on both the group means and the time means. 

The multiple comparison of group means produced the follow-

ing results. (a) Group one (low wealth) and group two 

(medium wealth) were significantly different (F = 10.3668) 

from each other. (b) Group one and group three (high wealth) 

were significantly different (F = 153.6754) from each other, 

(c) Group two and three were significantly different (F = 

85.0227) from each other. 

The comparison of the means across the time factor, as 

reported in Table XXIV, revealed the following results. (a) 

The differences between the means for FY 1979 and FY 1980 

(F = 0.5050), FY 1979 and FY 1981 (F = 1.2540), and FY 1979 

and FY 1982 (F = 1.6855) were not significant; however, the 

difference between the means for FY 1979 and FY 1983 (F = 

26.5264) was significant. This suggests that total expendi-

tures did not overcome the effects of inflation until FY 

1983. (b) No other significant differences were found. 

The graph (Figure 6) illustrates the marked increase 

in the total expenditures between FY 1982 and FY 1983 for 

all three wealth groups. It also illustrates the differences 

between the means for each group and points out the diversity 
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in spending among the small school districts in Texas during 

the period of the study. 

TABLE XXIV 

SCHEFFE'S MULTIPLE COMPARISONS TEST OF MEAN TOTAL 
EXPENDITURES PER ADA, FY 1979-FY 1983 

Time 1979 1980 1981 1982 1983 

1979 • 

1980 0.5050 • • 

1981 1.2540 3.3505 • • 

1982 1.6855 4.0356* 0.0318 • • 

1983 

* O -i 

26.5264* 34.3514* 

• A C 

16.2454* 14.8388* • • 

Changes in the Ratios (Percentages) 

of Finance Variables 

Research question three dealt with whether there were 

significant differences or changes among the low, medium, 

and high wealth groups for the following ratios (percentages) 

of (a) state aid per average daily attendance to total 

expenditures per average daily attendance, (b) local fund 

assignment per average daily attendance to total expenditures 

per average daily attendance, (c) local enrichment per 

average daily attendance, and (d) total expenditures per 

average daily attendance to wealth per average daily 

attendance between the fiscal years 1979 and 1983, inclusive. 
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The districts maintained the sains group assignments for the 

analysis of research question three as they were for research 

question two. 

Cohen cautions against the use of correlation coeffi-

cients between two ratio variables since the correlation 

depends as much on the denominator of the variable as it does 

the numerator. However, ratios in which the numerators are 

subclasses of the denominators or are highly correlated are 

valid methods of controlling for the influence of one of the 

variables on the other (3). The ratios for this study are 

such that the numerators are subclasses of the denominators. 

The research design used to analyze the change in the 

ratios was a Lindquist Type I Analysis of Variance, which is 

a two factor analysis of variance with repeated measures on 

one factor. In those instances where a significant F ratio 

was obtained, the Scheffe F test (a multiple comparison test 

of means) was used to determine which pair of the means 

caused the significant F ratio (7). The independent 

variables were the grouping factor and the time factor. The 

dependent variables were the ratios as defined above. The 

data were reported in tabular form listing the mean, standard 

deviation, and number of districts in each group for each 

year of the study. The treatment factor, as it is called in 

most repeated measures studies, was identified as the time 

factor in this study. The other factor was the grouping 

factor and it was not subjected to repeated measures. 
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The Ratio (Percentage) of State Aid 
to Total Expenditures 

The mean, standard deviation and number of districts 

per group for the ratio state aid per ADA to total expendi-

tures per ADA are reported in Table XXV, and these data are 

illustrated by a graph in Figure 7. The results of the 

analysis of variance is reported in Table XXVI. 

The total means for the wealth groups varied from .25 

for the group three (high wealth) districts to .57 for group 

one (low wealth) districts. The total mean value for group 

one (low wealth) districts was more than twice as high as 

group three (high wealth) districts, and 25 percent higher 

than group two (medium wealth) districts. 

The results of the analysis of variance were reported 

in Table XXVI. A significant difference (F = 297.103) 

between the means for the groups was found. Likewise, a 

significant difference (F = 26.889) was found between the 

means across the time factor. The interaction (F = 11.903) 

between the grouping factor and the time factor was also 

significant. 

To determine which pair or pairs of means were signifi-

cantly different Scheffe's multiple comparison test was 

conducted. The multiple comparisons of the group means 

using the Scheffe F test showed that (a) group one (low 

wealth) and group two (medium wealth) were significantly 

different (F = 39.9719) from each other; (b) group one and 



104 

TABLE XXV 

RATIO OF STATE AID PER ADA TO TOTAL EXPENDITURES PER ADA,* 
FY 1979-FY 1983 

Group 1 Group 2 Group 3 
Low Wealth Medium Wealth High Wealth Total 

Year N = 158 N = 160 N = : L57 Mean — — Mean 
Mean SD Mean SD Mean SD 

1979 .60 .16 .47 .13 .21 .14 .43 

1980 .62 .16 .48 .13 .25 .16 .45 

1981 .57 .14 .44 .12 .24 .14 .42 

1982 .62 .14 .49 .14 .28 .18 .46 

1983 .56 .13 .45 .13 .27 .16 .43 

Total .59 .47 .25 
rSee page 75 for explanation of inflation adjustment. 

TABLE XXVI 

ANALYSIS OF VARIANCE FOR THE RATIO STATE AID PER ADA TO 
TOTAL EXPENDITURES PER ADA, FY 1979-FY 1983 

Source df MS F 

Between-Subj ects 474 
B (Groups) 2 23.91073 297.103* 
Error (b) 472 0.08051 

Within-Subjects 1900 
A (Time) 4 0.15817 26.889* 
AxB (Interaction 8 0.07002 11.903* 
Error (w) 1888 0.00588 

*Significant p < .001. 
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group three (high wealth) were significantly different (F = 

289.0531) from each other; and (c) groups two and three were 

significantly different (F = 115.4023) from each other. 
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Fig. 7—Graph of the ratio os state aid per ADA to 
total expenditures per ADA, FY 1979-FY 1983. 

The multiple comparisons of means for the time factor, 

as reported in Table XXVII, revealed the following results, 

(a) A significant difference between FY 1979 and FY 1980 

(F = 3.9953), and FY 1979 and FY 1982 (F = 10.4319), but 

no significant differences between FY 1979 and FY 1981 (F = 

1.6976) or FY 1979 and FY 1983 (F = 0.0532) were found. 
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(b) Significant differences between FY 1979 and FY 1980 

(F = 3.9953), FY 1980 and FY 1981 (F = 10.9016), FY 1981 

and FY 1982 (F = 20.5461) and FY 1982 and FY 1983 (F = 

11.9744) were found. (c) The difference between the means 

for FY 1981 and FY 1982 (F = 20.5461) was significant; 

however, the difference between the means for FY 1981 and 

FY 1983 (F = 1.1500) was not significant. 

TABLE XXVII 

SCHEFFE'S MULTIPLE COMPARISONS TEST OF MEAN RATIOS FOR STATE 
AID PER ADA TO TOTAL EXPENDITURES PER ADA, FY 1979-FY 1983 

Time 1979 1980 1981 1982 1983 

1979 • 

1980 3.9953* • • 

1981 1.6976 10.9016* • • 

1982 10.4319* 1.5154 20.5461* • • 

1983 0.0532 5.9701* 1.1500 11.9744* • • 

•Significant p < .05. 

The graph (Figure 7) reveals an increase in the ratio 

of the high wealth (group three) districts over that of 

medium wealth (group two) districts and the low wealth (group 

one) districts. The changes in the ratios indicated that, 

during the first year of each biennium, the ratio of state 

aid to total expenditures increased, whereas during the 

second year of the biennium the local districts picked 
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up more of the burden. The changes were more noticable in 

groups one and two than in group three. 

The Ratio (Percentage) of Local Fund 
Assignment to Total Expenditures 

Table XXVIII contains the mean, standard deviation, and 

the number of districts per group for the ratio variable 

local fund assignment per ADA to total expenditures per ADA 

for the fiscal years 1979 through 1983, and the graph of 

these data is presented in Figure 8 which illustrates the 

trends and relationships of each wealth group over the years 

of the study. The results of the analysis of variance were 

reported in Table XXIX. The reduction in the local fund 

assignment mandated by Senate Bill 350 is evident by the 

uniform decline in the means for each wealth group in Table 

XXVIII and Figure 8. 

A significant difference between the means for the 

groups was indicated by an F = 83.343. A significant 

difference between the means across the years was indicated 

by an F = 133.988. Likewise, an F = 17.653 indicated a 

significant interaction between the means of the grouping 

factor and the means of the time factor. 

A multiple comparison test was conducted on each pair 

of means using the Scheffe F test. The multiple comparison 

of the group means produced the following results: (a) Group 

one (low wealth) and group two (medium wealth) were not 

significantly different (F = 2.0307) from each other. 
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TABLE XXVIII 

RATIO OF LOCAL FUND ASSIGNMENT PER ADA TO TOTAL 
EXPENDITURES PER ADA,* FY 1979-FY 1983 

Year 

Group 1 
Low Wealth 
N = 157 

Group 2 
Medium Wealth 

N = 160 

Group 3 
High Wealth 
N = 158 

Total 

Mean 
Mean SD Mean SD Mean SD 

Total 

Mean 

1979 .076 .029 .113 .044 .271 .239 .153 

1980 .065 .024 .095 .038 .247 .246 .135 

1981 .052 .021 .076 .031 .203 .191 .110 

1982 .055 .021 .077 .029 .199 .192 .111 

1983 .055 .021 .077 .029 .199 .192 .111 

Total .061 .088 .224 

*See page 75 for explanation of inflation adjustment. 

TABLE XXIX 

ANALYSIS OF VARIANCE FOR RATIO OF LOCAL FUND ASSIGNMENT PER 
ADA TO TOTAL EXPENDITURES PER ADA, FY 1979-FY 1983 

Source df MS F 

Between-Subjects 472 
B (Groups) 2 6.04321 83.343* 
Error (b) 470 0.07251 

Within-Subjects 1892 
A (Time) 4 0.18332 133.988* 
AxB (Interaction 8 0.02415 17.653* 
Error (w) 1880 0.00137 

*Significant p < .001. 
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(b) Group one and group three (high wealth) were signifi-

cantly different (F = 72.0677) from each other. (c) Groups 

two and three were significantly different (F = 50.5022) from 

each other. 
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Fig. 8—Graph of the ratio of local fund assignment 
per ADA to total expenditures per ADA, FY 1979-FY 1983. 

The comparison of means for the time factor, as shown 

in Table XXX, produced the following results. (a) A 

significant difference between FY 1979 and FY 1980 
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TABLE XXX 

SCHEFFE'S MULTIPLE COMPARISONS TEST OF MEAN RATIOS FOR LOCAL 
FUND ASSIGNMENT PER ADA TO TOTAL EXPENDITURES PER ADA, 

FY 1979-FY 1983 

Time 1979 1980 1981 1982 1983 

1979 . . 
1980 14.3856* • • 

1981 80.7781* 26.9862* • • 

1982 79.3623* 26.1706* 0.0063 • • 

1983 79.3623* 26.1706* 0.0063 0.0001 • • 

*Significant p < .05 

(F = 14.3856), FY 1979 and FY 1981 (F = 80.7781), FY 1979 

and FY 1982 (F = 79.3623), and FY 1979 and FY 1983 (F = 

79.3623) was found. (b) A significant difference between FY 

1979 and FY 1980 (F = 14.3856) and FY 1980 and FY 1981 (F = 

26.9862) was found; however, the difference between FY 1981 

and FY 1982 (F = 0.0063) and FY 1982 and FY 1983 (F = 0.0063) 

were not significant. (c) No other significant differences 

were found. After the new rates were implemented in FY 1979 

and FY 1980 the ratio of the local fund assignment per ADA 

to the total expenditures per ADA remained relatively 

unchanged. 

The Ratio (Percentage) o_f Local Enrichment 
^ Tota-^ Expend i ture s 

Table XXXI contains the mean, standard deviation, and 

the number of districts per group for the ratio local 
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enrichment per ADA to total expenditures per ADA for the 

fiscal years 1979 through 1983, and these data are illustrated 

by a graph in Figure 9. The results of the analysis of 

variance are reported in Table XXXII. 

The local enrichment per ADA of group three (high wealth) 

districts is more than twice that of group one (low wealth) 

districts. Group two (medium wealth) districts contribute in 

excess of 50 percent more in local funds than do group one 

districts. 

A significant difference (F = 149.506) between the 

means for the grouping factor was found. Likewise, a signifi-

cant difference (F = 11.142) was found between the means 

across the time factor. The interaction (F = 1.033) between 

the grouping factor and the time factor was not significant. 

A multiple comparison test was conducted to determine 

which pair or pairs of means were different from each other. 

The multiple comparison of group means using the Scheffe F 

test yielded the following results. (a) Group one (low 

wealth) and group two (medium wealth) were significantly 

different (F = 24.8315) from each other. (b) Group one and 

group three (high wealth) were significantly different 

(F = 147.1001) from each other. (c) Groups two and three 

were significantly different (F = 51.7147) from each other. 

The comparison of the means across the time factor, as 

recorded in Table XXXIII, showed (a) no significant differ-

ence in the ratio of local enrichment to total expenditures 
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TABLE XXXI 

RATIO OF LOCAL ENRICHMENT PER ADA TO TOTAL EXPENDITURES PER 
ADA,* FY 1979-FY 1983 

Group 1 Group 2 Group 3 
Low Wealth Medium Wealth High Wealth Total 

Year N = : L58 N =] .57 N = 160 Mean Mean 
Mean SD Mean SD Mean SD 

1979 .204 .086 .320 .127 .465 .212 .329 

1980 .202 .101 .301 .117 .454 .230 .319 

1981 .216 .119 .331 .138 .497 .225 .347 

1982 .230 .138 .333 .131 .505 .214 .356 

1983 .224 .123 .331 .140 .477 .217 .344 

Total .215 .323 .480 

*See page 75 for explanation of inflation adjustment. 

TABLE XXXII 

ANALYSIS OF VARIANCE OF THE RATIO OF LOCAL ENRICHMENT PER 
ADA TO TOTAL EXPENDITURES PER ADA, FY 1979-

FY 1983 

Source df MS F 

Between-Subjects 474 
B (Groups) 2 13.99894 149.506* 
Error (b) 472 0.09363 

Within-Subjects 1900 
A (Time) 4 0.10239 11.142* 
AxB (Interaction 8 0.00950 1.033 
Error (w) 1800 0.00919 

*Significant p < .001. 
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Fig. 9—Graph of the ratio of local enrichment per ADA 
to total expenditures per ADA, FY 1979-FY 1983. 

between FY 1979 and FY 1980 (F = 0.7074) and FY 1979 and FY 

1981 (F = 2.0837), but there was a significant difference 

between FY 1979 and FY 1982 (F = 4.4246) which was followed 

by a non-significant difference for FY 1979 and FY 1983 (F = 

1.2932); (b) significant differences between FY 1980 and 

FY 1981 (F = 5.2192) with no other significant differences 

for successive years of the study; and (c) no other 

significant differences were found. 
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TABLE XXXIII 

SCHEFFE'S MULTIPLE COMPARISONS TEST OF MEAN RATIOS FOR LOCAL 
FUND ASSIGNMENT PER ADA TO TOTAL EXPENDITURES PER ADA, 

FY 1979-FY 1983 

Time 1979 1980 1981 1982 1983 

1979 • • 

1980 0.7074 • • 

1981 2.0837 5.2192* • • 

1982 4.4246* 8.6703* 0.4356 • • 

1983 1.2932 3.9135* 0.0938 0.9337 • • 

*Significant p < .05. 

The Ratio (Percentage) of Total 
Expenditures to Wealth 

Table XXXIV contains the mean, standard deviation, and 

number of districts per group for the ratio variable total 

expenditures per ADA to wealth per ADA for the fiscal years 

1979 through 1983, and a graph of these data is represented 

in Figure 10 which illustrates the trends and relationships 

of each wealth group over the years of the study. The 

results of the analysis of variance are reported in Table 

XXXV. 

The total means for wealth groups reveal that group 

one (low wealth) districts' total expenditures to wealth 

ratio is four times that of group three (high wealth) dis-

tricts. Group two (medium wealth) districts fall almost 

exactly half way between groups one and three. 
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TABLE XXXIV 

RATIO OF TOTAL EXPENDITURES PER ADA TO WEALTH PER ADA,* 
FY 1979-FY 1983 

Group 1 
Low Wealth 

Group 2 
Medium Wealth 

Group 3 
High Wealth Total 

Year N = 158 N = 157 N = ; L56 Mean 
Mean SD Mean SD Mean SD 

Mean 

1979 .036 26.7 .017 6.3 .009 5.2 .021 

1980 .039 33.0 .020 8.1 .010 7.7 .024 

1981 .056 43.5 .029 19.4 .016 12.5 .034 

1982 .037 8.11 .020 8.8 .009 8.7 .022 

1983 .031 7.65 .020 112.0 .009 6.0 .021 

Total .040 .021 .011 

*See page 75 for explanation of inflation adjustment. 

TABLE XXXV 

ANALYSIS OF VARIANCE FOR THE RATIO TOTAL EXPENDITURES PER 
ADA TO WEALTH PER ADA, FY 1979-FY 1983 

Source df MS F 

Between-Subj ects 470 
B (Groups) 2 174.14546 121.154* 
Error (b) 468 1.43737 

Within-Subjects 1884 
A (Time) 4 14.61468 85.563* 
AxB (Interaction 8 2.11073 12.357* 
Error (w) 1872 0.17080 

*Significant p < .001. 
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Fig. 10—Graph of the ratio of total expenditures per 
ADA to wealth per ada, FY 1979-FY 1983. 

The results of the analysis of variance are reported 

in Table XXXV. A significant difference (F = 121.154) 

between the means for the wealth groups was found. Likewise, 

a significant difference (F = 85.563) was found between the 

means across the years of the study. Also, a significant 

interaction (F = 12.357) between the grouping factor and the 

time factor was found. 

To determine which pair of means were significantly 

different a Scheffe F test was utilized. The multiple 

comparison of group means produced the following results. 
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(a) Group one (low wealth) and group two (medium wealth) 

were significantly different (F = 48.0144) from each other. 

(b) Group one and group three (high wealth) were significantly 

different (F = 118.3367) from each other. (c) Groups two and 

three were significantly different (F = 15.5934) from each 

other. 

The comparison of means for the time factor, as reported 

in Table XXXVI, produced the following results. (a) A 

significant difference between the means for FY 1979 and FY 

1981 (F = 59.3340) was found; however, the differences 

between FY 1979 and FY 1980 (F = 2.3332), FY 1979 and FY 1982 

(F = 0.7414) and FY 1979 and FY 1983 (F = 0.0512) were not 

significant. (b) Significant differences between FY 1980 

and FY 1981 (F = 38.1352) and FY 1981 and FY 1982 (F = 

46.8100) were found, but FY 1982 and FY 1983 (F = 1.1825) 

were not significantly different. (c) Significant differ-

ences between FY 1981 and FY 1982 (F = 46.8100), and FY 1981 

and FY 1983 (F = 62.8725) were found. 

Increases in operating costs, brought about by pro-

visions in Senate Bill 350 (1979) primarily in the form of 

teacher salaries, and the high inflation rates increased the 

operating costs of school districts during the biennium 

1979-1980, 1980-1981. The reappraisals mandated by Senate 

Bill 621 (1979) were not implemented by most school districts 

until the 1982 tax year (FY 1982). The increased 
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TABLE XXXVI 

SCHEFFE'S MULTIPLE COMPARISONS TEST OF MEAN RATIOS FOR 
TOTAL EXPENDITURES PER ADA TO WEALTH PER ADA, 

FY 1979-FY 1983 

Time 1979 1980 1981 1982 1983 

1979 . 

1980 2.3332 • • 

1981 59.3340* 38.1352* • • 

1982 0.7414 0.4441 46.8100* • • 

1983 0.0512 3.0760 62.8725* 1.1825 • • 

•Significant p < .05. 

expenditures, in concert with the somewhat stable tax base, 

produced an increase in the mean ratio for each wealth 

group from 1979 through 1981. After the implementation of 

the reappraisals during FY 1982, the mean ratio of total 

expenditures per ADA to wealth per ADA began to decline as 

the wealth per ADA increased. 

Importance of Predictor Variables 

Research question four attempted to determine which of 

the following criterion variables—(a) effective tax rate, 

(b) state aid per ADA, (c) local fund assignment per ADA, 

(d) wealth per ADA, or (e) local enrichment per ADA—were 

the best predictors of total expenditures per ADA for small 

school districts in the State of Texas between fiscal years 

1979 and 1983, inclusive. 
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To answer research question four a regression equation 

was developed such that TEADA=WADA+LFADA+SADA+ETRATE+LEADA 

where TEADA represents the dependent or criterion variable, 

and WADA, LFADA, SADA, ETRATE, and LEADA represent the 

independent or predictor variables in the equation- The 

development of the regression equation has certain limita-

tions when using correlated independent variables as pointed 

out by Kachigan. He suggests that the coefficients be 

standardized in z score form; i.e., each with a mean of 

zero and a standard deviation of one. Once the coefficients 

are converted to standard z score form, called beta weights 

or beta coefficients, the relative importance of the various 

predictor variables could be determined. The regression 

equation containing the beta coefficients and standardized 

scores would be written as 

y' = beta (z^) + beta (z2) + beta (z3) + (z4) + beta (z,-) 

(6, p. 183) y' is the predicted standardized score. The 

relative importance of any two predictor variables can be 

obtained by taking the ratio of the squares of their respec-

tive betas (6). 

Each of the predictor variables were entered into a 

regression equation by the SPSS-X "Regression" program 

using the forced entry option (8). The order of entry of 

the variables were in the same order as they appear in the 

above equation. The beta coefficients from the equations 
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for FY 1979 through FY 1983 were recorded in Table XXXVII 

along with the multiple correlation coefficient "R" which 

signifies the proportion of variance in the criterion 

variable (total expenditures per ADA) predictable from the 

variation in the composite scores of the predictor variables, 

TABLE XXXVII 

BETA WEIGHTS FOR CRITERION VARIABLE TOTAL EXPENDITURES 
FY 1979-FY 1983 

Year 
Multiple 

R 
WADA 
Zi 

LFADA 
z2 

SADA 
z3 

ETRATE 
z* 

LEADA 
z5 

FY1979 .891 -.064 .521* .231* -.016 .727* 

FY1980 .833 .014 .418* .251* .023 .673* 

FY1981 .911 .007 .525* .342* .041 .672* 

FY1982 .876 .024 .384* .225* .040 .709* 

FY1983 .888 -.090 .536* .261 .066 .722* 

*Significant p < .05 

The following labels have particular meanings as they pertain 

to the headings of Table XXXVII: 

Zi = standard score for wealth per ADA; 

Z2 = standard score for local fund assignment per ADA; 

Z3 = standard score for state aid per ADA; 

Zu = standard score for effective tax rate; and 

Z5 = standard score for local enrichment per ADA. 

During FY 1979 the variable with the largest beta 

coefficient was LEADA Zg. The second highest beta 
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coefficient was for LFADA Z2« The only other variable making 

a statistically significant contribution to the prediction of 

the dependent variable was SADA z^. Local enrichment per 

ADA was almost twice as important as local fund assignment 

per ADA and almost ten times as important as state aid per 

ADA in predicting the total expenditures per ADA in small 

schools in Texas. The multiple correlation coefficient for 

FY 1979 was .892. According to Kachigan, the square of the 

multiple correlation coefficient indicates that .796 (79.6 

percent) of the variance in the criterion variable could be 

attributed to the variance in the predictor variables (6). 

For FY 1980 the predictor variables local fund assign-

ment per ADA, state aid per ADA, and local enrichment per 

ADA were the only variables contributing significantly to 

the prediction of the criterion variable. Local enrichment 

per ADA remains the most important of the predictor variables. 

The multiple correlation coefficient remained high at .833, 

accounting for .689 (68.9 percent) of the variance in the 

criterion variable. 

The regression equation for FY 1981 produced significant 

contributions for the same set of variables; local fund 

assignment per ADA, state aid per ADA, and local enrichment 

per ADA. Again the local enrichment per ADA was the most 

important variable in predicting the criterion variable. 

The multiple correlation coefficient of .911 indicates that 
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.828 (82.8 percent) of the variance in the criterion 

variable may be attributed to the predictor variables. 

For FY 1982 there were only three variables contribut-

ing significantly to the prediction of the criterion 

variable. The same variables—local fund assignment per ADA, 

state aid per ADA, and local enrichment per ADA—were the 

significant contributors. The order of their importance 

remained unchanged with local enrichment per ADA being the 

most important, local fund assignment per ADA the second 

most important, and state aid per ADA third in importance. 

The multiple correlation coefficient of .876 indicated that 

.767 (76.7 percent) of the variance in the criterion 

variable could be accounted for by the predictor variables 

in the regression equation. 

The final year of the study failed to show a significant 

change in the order of importance of the beta coefficients of 

the predictor variables. Local enrichment per ADA remained 

the most important predictor variable, local fund assignment 

per ADA was the second most important, and state aid per ADA 

was the third most important. The multiple correlation 

coefficient for FY 1983 was .888, indicating that .788 (78.8 

percent) of the variance in the criterion variable could be 

attributed to the variance in the predictor variables. 

A test was conducted to determine if the changes in 

the beta coefficients were significant for FY 1979 through 
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FY 1983. The following formula was used for the test of 

statistical significance. 

% = 
Bi - B2 

/SE2 +SE2 
B1 B2 

This is a large sample test and the criterion for significance 

is the application of the normal curve table (3, p. 111). A 

z-score of 1.645 or greater was necessary at the alpha level 

of .05 for significance. 

The results of the comparisons of the beta coefficients 

for local fund assignment per ADA for FY 1979 through FY 1983 

are reported in Table XXXVIII. 

TABLE XXXVIII 

COMPARISON FOR BETA WEIGHTS FOR LFADA, 
FY 1979-FY 1983 

Time 1979 1980 1981 1982 1983 

1979 • • 

1980 8.655* • • 

1981 - 0.479 -9.872* • • 

1982 -13.165* 2.720 15.538* • • 

1983 - 0.614 -4.647* - 0.460 -6.156* • • 

*Significant p 

A significant difference (z = 8.655) between FY 79 

and FY 80 was found. The difference between FY 79 and 
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FY 83 was found to be not significant (z = -0.479). A 

significant difference (z = 13.165) was found between FY 

79 and FY 82. However, for the comparison of FY 79 to FY 

83 the difference was not significant (z = -0.614). It is 

important to note the inconsistency of significant z-scores 

when FY 79 was compared with the other years of the study; 

moreover, by FY 83 the comparison with FY 79 was not signifi-

cant, suggesting that the importance of local fund assign-

ment per ADA had not changed significantly during the time 

period of the study as a predictor of total expenditures 

per ADA. 

The comparison of successive years of the study FY 79/80 

(z = 8.655), FY 80/81 (z = 9.872), FY 81/82 (z = 5.538), and 

FY 82/83 (z = -6.156) yielded significant differences between 

each pair of years. The significant differences or changes 

in the z-scores may be explained by the provision of Senate 

Bill 350 (1979) which mandated a uniform across the board 

reduction in the rate used to calculate the local fund assign-

ment and by the rapid growth of taxable wealth due to the 

reappraisals mandated by Senate Bill 621 (1979). 

The results of the comparisons of the beta coefficients 

for state aid per ADA for FY 1979 through FY 1983 are 

reported in Table XXXIX. 

The difference between the beta coefficients for FY 79 

and FY 80 was not significant (z = -1.296); however, the 

difference between FY 79 and FY 81 was significant 
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(z = -8.793). Likewise, the difference between FY 79 and 

FY 82 (z = 0.370) was not significant, while the difference 

between FY 79 and FY 83 was significant. 

TABLE XXXIX 

COMPARISONS OF BETA WEIGHTS FOR STATE AID 
PER ADA, FY 1979-FY 1983 

Time 1979 1980 1981 1982 1983 

1979 • • 

1980 -1.296 • 

1981 -8.793* -7.203* • • 

1982 0.370 1.603 8.623* • • 

1983 -1.832* -0.610 5.885* -2.103* • • 

*Significant p < .05 

The comparison of successive years of the study yielded 

a non-significant z-score for the first two years of the 

study (z = -1.296), but significant differences for FY 80/81 

(z = -7.203), FY 81/82 (z = 8.623), and FY 82/83 (z = -2.103) 

were found. 

The results of the comparisons of the beta coefficients 

for local enrichment per ADA for FY 1979 through FY 1983 are 

reported in Table XL. 

A significant difference was found between the beta 

weight for FY 79 and the beta weight for each of the years 

of the study. After increasing for the first two years of 
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the study, FY 79/80 and FY 79/81, the z-scores declined for 

the remaining years of the study, FY 79/82 and FY 79/83. The 

z-score, though significant for FY 79/83, is much smaller than 

FY 79/80 (z = 23.288) which indicates a possible return to the 

same level of importance for local enrichment per ADA as a 

predictor of total expenditures per ADA at the end of the 

study as it was at the beginning. 

TABLE XL 

COMPARISONS OF BETA WEIGHTS FOR LOCAL ENRICHMENT 
PER ADA, FY 1979-FY 1983 

Time 1979 1980 1981 1982 1983 

1979 . . 
1980 23.288* • * 

1981 36.401* 0.483 • • 

1982 10.291* -16.011* - 4.750* • • 

1983 2.777* -21.387* -34.056 -7.592 • • 

*Significant p < .05. 

The comparison of successive years of the study revealed 

a significant difference (z = 23.288) for FY 79/80, a non-

significant difference (z = 0.483) for FY 80/81, and signifi-

cant differences for FY 81/82 (z = -4.750) and FY 82/83 

(z = -7.592). It appears from the data analysis that 

between the first and second years, FY 1979 and FY 1980, the 

importance of local enrichment per ADA declined as a 
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predictor of total expenditures per ADA, then between the 

second and third years, FY 1980 and FY 1981, the importance 

did not change, and finally between the third and fourth 

years, FY 1981 and FY 1982, and between the fourth and fifth 

years, FY 1982 and FY 1983, the importance increased to a 

level almost as high as during FY 1979. 
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CHAPTER V 

SUMMARY OF FINDINGS, CONCLUSIONS, AND 

RECOMMENDATIONS FOR FURTHER STUDY 

This chapter summarizes the findings reported in 

chapters I through IV and presents conclusions and recom-

mendations based upon analysis and interpretations of the 

data. Also included are recommendations for further study 

in the area of financing small public schools with 500 ADA 

or less in the State of Texas. 

The problem of this study was to determine the economic 

effects of the Tax Relief Amendment of 1978 and subsequent 

finance legislation upon small school districts in the State 

of Texas between fiscal years 1979 and 1983. Through a 

review of relevant literature, a set of variables were 

identified that were germane to the Texas system of public 

school finance. Those variables were wealth per ADA, 

effective tax rate, state aid per ADA, local fund assignment 

per ADA, local enrichment per ADA, and total expenditures 

per ADA. Four additional variables were computed from the 

above variables to form mean ratios or percentages of state 

aid per ADA to total expenditures per ADA, local fund 

assignment per ADA to total expenditures per ADA, local 

129 
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enrichment per ADA to total expenditures per ADA and total 

expenditures per ADA to wealth per ADA. Finally, the study 

sought to determine which of the variables, wealth per ADA, 

effective tax rate, state aid per ADA, local fund assignment 

per ADA, or local enrichment per ADA were the best predictors 

of total expenditures for small school districts in the 

State of Texas. 

The basic purpose of this study was to determine if the 

funding or revenue conditions which existed prior to the 

passage of the Tax Relief Amendment of 1978 continued after 

the enactment-of House Bill 1060, House Bill 656, House Bill 

30, Senate Bill 350, Senate Bill 621, and Senate Bill 180 and 

other finance legislation of the Sixty-Sixth and Sixty-

Seventh Legislatures. Additionally, this study sought to 

provide relevant information to Texas legislators, school 

administrators, authorities in school finance, and the 

general public for improving the financing of small school 

districts in the future. 

The data that were analyzed for fiscal years 1979 

through 1983 were supplied by the Texas Education Agency. 

In an attempt to solve the problem and to accomplish the 

purposes of this study, four additional research questions 

were formulated. The analyses of data relative to these 

four research questions are summarized in the section 

below. 
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Summary of Findings 

The findings of this study regarding the economic 

effects of the Tax Relief Amendment of 1978 and subsequent 

finance legislation on small school districts in the State 

of Texas as determined by analyses of data relative to four 

research questions are summarized in this section. A brief 

description of the statistical tests used to analyze the 

data for each of the questions is also presented. 

Question One 

Were there significant relationships and changes among 

small school districts between fiscal years 1979 and 1983 

when they were ranked by the financial variables (a) wealth 

per ADA, (b) effective tax rate, (c) state aid per ADA, (d) 

local fund assignment per ADA, (e) local enrichment per ADA, 

and (f) total expenditures per ADA? These relationships 

were determined by using a Pearson Product Moment Correla-

tion coefficient and the significant differences or changes 

in those relationships were determined by utilization of a 

t-test for dependent correlation coefficients: 

t = (r1-r2) / (N-3) (l.+r3) 

2 (l"r1 -*2
 +2rlr2r3^ 

(a) There were significant positive relationships 

between and among districts for all of the fiscal years of 

the study when compared by their wealth per ADA. However, 
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there were significant changes in the rankings of districts 

between fiscal years FY 79/80—FY 79/81, FY 79/81 FY 79/82, 

FY 79/82—FY 79/83, FY 79/80—FY 80/81, FY 80/81—FY 81/82 

and FY 81/82—FY 81/83. For FY 81/82—FY 82/83 there were 

no significant changes in the rankings of the districts. 

(b) There were significant positive relationships 

between and among the districts for all of the fiscal years 

of the study when compared by their effective tax rates. 

However, there were significant changes in the rankings of 

districts between fiscal years FY 79/80—FY 79/81, FY 79/80 

FY 80/81, FY 80/81—FY 81/82, and FY 81/82—FY 81/83. The 

changes in the rankings for FY 79/81—FY 79/82, FY 79/82 FY 

79/83 and FY 81/82—FY 82/83 were not significant. 

(c) There were significant positive relationships 

between and among districts for all of the fiscal years of 

the study when compared by their state aid per ADA. However, 

there were significant changes in the rankings between fiscal 

years FY 79/80—FY 79/81, FY 79/81—FY 79/82, FY 79/82—FY 

79/83, FY 79/80—FY 80/81, FY 80/81—FY 81/82, FY 81/82—FY 

82/83 and FY 81/82—FY 81/83. 

(d) There were significant positive relationships 

between and among the districts for all of the fiscal years 

of the study when compared by their local fund assignment 

per ADA. However, there were significant changes in the 

rankings between fiscal years FY 79/80—FY 79/81, FY 79/81 

FY 79/82, FY 79/82—FY 79/83, FY 79/80—FY 80/81, FY 80/81— 
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FY 81/82 and FY 81/82—FY 81/83. The changes in the 

rankings for FY 81/82—FY 82/83 were not significant. 

(e) There were significant positive relationships between 

and among the districts for all of the fiscal years of the 

study when compared by local enrichment per ADA. However, 

there were significant changes in the rankings between fiscal 

years FY 79/80—FY 79/81, FY 79/82--FY 79/83 and FY 81/82— 

FY 81/83. The changes in the rankings for FY 79/80—FY 80/81, 

FY 80/81—FY 81/82 and FY 81/82—FY 82/83 were not significant. 

(f) There were significant positive relationships between 

and among the districts for all of the fiscal years of the 

study when compared by their total expenditures per ADA. How-

ever, there were significant changes in the rankings between 

FY 79/80—FY 79/81, FY 79/81—FY 79/82, FY 79/82--FY 79/83 

and FY 81/82—FY 81/83. The changes in the rankings for FY 

79/80—FY 80/81, FY 80/81—FY 81/82 and FY 81/82—FY 82/83 

were not significant. 

Question Two 

Were there significant differences and changes in the 

mean (a) wealth per ADA, (b) effective tax rate, (c) state 

aid per ADA, (d) local fund assignment per ADA, (e) local 

enrichment per ADA and (f) total expenditures per ADA of 

low, medium, and high wealth small school districts between 

fiscal years 1979 and 1983? All data for analysis of 

question two were adjusted for inflation. The differences 
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and changes were ascertained using a Lindquist Type I ANOVA 

with repeated measures design, followed by a Scheffe F test 

to determine differences between groups and specific years 

of the study. 

(a) There were significant differences in the mean 

wealth per ADA of the low, medium and high wealth groups of 

small school districts, and a significant change in the 

wealth per ADA between FY 1979 and 1983; also, there was 

significant interaction between the groups and the time. 

Follow-up Scheffe F tests revealed that the low wealth and 

medium wealth groups were not significantly different from 

each other, but that both low and medium wealth groups were 

significantly different from the high wealth group. Also, 

there were no significant differences in wealth per ADA 

between years for small school districts between FY 1979 and 

FY 1983. 

(b) There were significant differences in the mean 

effective tax rates of low, medium and high wealth small 

school districts, and a significant change in the effective 

tax rate between FY 1979 and FY 1983; also, there was signifi-

cant interaction between the groups and the time. Follow-up 

Scheffe F tests revealed that the low wealth and medium 

wealth groups were not significantly different from one 

another, but that both low and medium wealth groups were 

significantly different from the high wealth group. For the 

comparison of the means between the years, FY 1983 was 
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significantly different from all of the other fiscal years 

of the study. 

(c) There were significant differences in the mean 

state aid per ADA of the low, medium and high wealth small 

school districts, and a significant change in the state aid 

per ADA between FY 1979 and FY 1983; also, there was signifi-

cant interaction between the groups and the time. Follow-up 

Scheffe F tests revealed that the low wealth and medium 

wealth groups were not significantly different from each 

other, but that both low and medium wealth groups were sig-

nificantly different from the high wealth group. Signifi-

cant differences were revealed between the means for FY 79 

and FY 82, FY 79 and FY 83, FY 81 and FY 82, FY 82 and FY 83, 

and FY 81 and FY 83. 

(d) There were significant differences in the mean local 

fund assignment per ADA of low, medium and high wealth small 

school districts, and a significant change in the local fund 

assignment per ADA for FY 1979 and FY 1983; also, there was 

significant interaction between the groups and the time. 

Follow-up Scheffe F tests revealed that the low wealth and 

medium wealth groups were not significantly different from 

each other, but that both low and medium wealth groups were 

significantly different from the high wealth group. Also, 

significant differences were revealed between FY 79 and FY 

80, FY 79 and FY 81, FY 79 and FY 82, and FY 79 and FY 83. 
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(e) There were significant differences in the mean local 

enrichment per ADA of low, medium and high wealth small 

school districts, and a significant change in the local 

enrichment per ADA between FY 1979 and FY 1983; also, there 

was significant interaction between the groups and the time. 

Follow-up Scheffe F tests revealed that the low wealth group 

and the medium wealth group were significantly different from 

each other; also, both the low wealth group and medium wealth 

group were significantly different from the high wealth group. 

Also, significant differences between the means for FY 79 and 

FY 81, FY 79 and FY 82, FY 79 and FY 83, FY 80 and FY 81, and 

FY 81 and FY 83 were revealed. 

(f) There were significant differences in the mean total 

expenditures per ADA of low, medium and high wealth small 

school districts, and a significant change in the total 

expenditures per ADA between FY 1979 and FY 1983. Follow-up 

Scheffe F tests revealed that the low wealth group and the 

medium wealth group were significantly different from each 

other; also, both the low wealth group and the medium wealth 

group were significantly different from the high wealth group, 

Also, significant differences between FY 79 and FY 83, FY 81 

and FY 83, and FY 82 and FY 83 were revealed. 

Question Three 

Were there significant differences or changes in the 

mean ratios (percentages) of low, medium and high wealth 
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small school districts' (a) state aid to total expenditures, 

(b) local fund assignment to total expenditures, (c) local 

enrichment to total expenditures, and (d) total expenditures 

to wealth between fiscal years 1979 and 1983? These differ-

ences and changes were ascertained using a Lindquist Type I 

ANOVA with repeated measures design, followed by a Scheffe F 

test to determine differences between groups and specific 

years of the study. 

(a) There were significant differences in the mean ratio 

of state aid to total expenditures for low, medium and high 

wealth small school districts, and significant changes in 

the mean ratio between FY 1979 and FY 1983; also, there was 

significant interaction between the groups and the time. 

Follow-up Scheffe F tests revealed that the low wealth group 

and the medium wealth group were significantly different from 

each other; also, both the low wealth group and the medium 

wealth group were significantly different from the high wealth 

group. Also, there were significant differences in the mean 

ratios of state aid to total expenditure for the districts 

between FY 79 and FY 80, FY 79 and FY 82, FY 80 and FY 81, 

FY 81 and FY 82, and FY 82 and FY 83. 

(b) There were significant differences in the mean ratio 

local fund assignment to total expenditures of the low, 

medium and high wealth small school districts, and signifi-

cant changes in the ratio between FY 1979 and FY 1983; also, 
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there was significant interaction between the groups and 

the time. Follow-up Scheffe F tests revealed that the low 

wealth group and medium wealth group were not significantly-

different from each other, but that both the low wealth 

group and medium wealth group were significantly different 

from the high wealth group. Also, there were significant 

differences in the mean ratios of local fund assignment to 

total expenditures for all of the districts between FY 79 

and FY 80, FY 79 and FY 81, FY 79 and FY 82, FY 79 and FY 83, 

and FY 80 and FY 81. 

(c) There were significant differences in the mean ratio 

local enrichment to total expenditures of low, medium and 

high wealth small school districts, and significant changes 

in the ratio between FY 1979 and FY 1983. Follow-up Scheffe 

F tests revealed that the difference between the low wealth 

group and the medium wealth group was significant; also, both 

the low wealth group and the medium wealth group were signifi-

cantly different from the high wealth group. Also, there 

were significant differences in mean ratios of local enrich-

ment to total expenditures for all of the districts between 

FY 79 and FY 82, and FY 80 and FY 81. 

(d) There were significant differences in the mean total 

expenditures to wealth of low, medium and high wealth small 

school districts, and significant changes in the mean ratio 

between FY 1979 and FY 1983; also, there was significant 



139 

interaction between the groups and the time. Follow-up 

Scheffe F tests revealed that the low wealth and medium 

wealth groups were significantly different from each other, 

and that both the low wealth and medium wealth groups were 

significantly different from the high wealth group. Also, 

there were significant differences in mean ratios of total 

expenditures to wealth for all of the districts between FY 79 

and FY 81, FY 80 and FY 81, FY 81 and FY 82, and FY 81 and 

FY 83. 

Question Four 

Which of the variables (a) effective tax rate, (b) 

wealth per ADA, (c) state aid per ADA, (d) local fund 

assignment per ADA, and (e) local enrichment per ADA were 

the best predictors of the total expenditures per ADA for 

small school districts in Texas between FY 1979 and FY 1983? 

This determination was made using Multiple Regression 

Analysis, followed by converting the coefficients of the 

variables in the regression equations to beta weights and 

then testing for a significant difference or change in the 

beta weights between FY 1979 and FY 1983 using the formula: 

B, - B„ 
z = 1 2 

/SE 2 + SE 2 

B1 2 

The regression equations with beta coefficients and 

variables in standard score form for each of the years of 

the study are as (a) FY 1979—y = -.064z^ + ,521z2 + .231z^ 
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.016z4 + .121z^; (b) FY 1980—y = .014z1 + .418z2 + .251z3 + 

,023Z4 + .673Z5; (C) FY 1981—y = .OOVZĵ  + .525z2 + -341z3 + 

.041z4 + .672z5; (d) FY 1982—y = .024z1 + .384z2 + .225z3 + 

.040z4 + .709z5; and (e) FY 1983—y = -.090z1 + .536z2 + 

. 261z_. + . 066z. + .722zc. The variables were defined as 
3 4 d 

y = predicted value of total expenditures per average 

daily attendant; z^ = wealth per average daily attendant; 

z2 = local fund assignment per average daily attendant; 

z^ = state aid per average daily attendant; z4 = effective 

tax rate; and zr = local enrichment per average daily 
b 

attendant. 

The significant predictors were (a) local fund assign-

ment, (b) state aid, and (c) local enrichment. The composite 

contribution of all predictor variables in the equation was 

represented by the multiple "R" which for FY 1979 was .892, 

for FY 1980 was .833, for FY 1981 was .911, for FY 1982 was 

.876, and for FY 1983 was .888. 

(a) Local fund assignment was identified as a signifi-

cant predictor of the criterion variable for FY 1979 through 

FY 1983. There were significant differences between the beta 

weights for FY 79 and FY 80, FY 79 and FY 82, FY 80 and FY 

81, FY 81 and FY 82, and FY 82 and FY 83. 

(b) State aid was identified as a significant predictor 

of the criterion variable for FY 1979 through FY 1983. There 

were significant differences between the beta weights for 
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FY 79 and FY 81, FY 79 and FY 83, FY 80 and FY 81, FY 81 and 

FY 82, and FY 82 and FY 83. 

(c) Local enrichment was identified as a significant 

predictor of the criterion variable for FY 1979 through FY 

1983. There were significant differences between the beta 

weights for FY 79 and FY 80, FY 79 and FY 81, FY 79 and FY 

82, FY 79 and FY 83, FY 81 and FY 82, FY 81 and FY 83, and 

FY 82 and FY 83. 

Conclusions 

The following conclusions are based on data that were 

analyzed and interpreted relative to the basic problem of 

the study and the related four research questions. 

1. When all of the districts were ranked from low to 

high on each of the variables—wealth per ADA, effective tax 

rate, state aid per ADA, local fund assignment per ADA, 

local enrichment per ADA, and total expenditures per ADA 

there was a high positive relationship between each of the 

rankings for each of the years of the study. Even though 

there were significant changes in those relationships for 

all variables from year to year, those changes were not 

important indicators of a movement toward equalization of 

educational opportunity among small school districts. 

2. The differences in wealth per ADA of the low wealth 

districts and high wealth districts increased between FY 1979 

and FY 1983 as a result of the reappraisals mandated by 
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Senate Bill 621, thus the disparity between the ability of 

low wealth districts and high wealth districts to fund educa-

tional expenditures was perpetuated by the acts of the 

Sixty-Sixth and Sixty-Seventh Legislatures. It is further 

concluded that based on lack of significant differences 

between the low wealth districts and the medium wealth dis-

tricts when compared by wealth per ADA, that small school 

districts in Texas may be grouped into two wealth groups; 

i.e., the upper one-third could be classified as the rela-

tively high wealth districts and the lower two-thirds could 

be classified as the relatively low wealth districts. 

3. The effective tax rate of small school districts 

increased for all three wealth groups during the first two 

years of the study and then declined after the implementation 

of property reappraisals that were mandated by Senate Bill 

621 of the Sixty-Sixth Legislature. The effective tax rates 

of both the low wealth districts and high wealth districts 

by FY 1983 had declined to a point below the FY 1979 rate; 

however, the medium wealth districts simply returned to the 

same rate as FY 1979. The mean effective tax rate for all 

small schools decreased significantly from FY 1979 to FY 

1983; however, this did not meet the intent of the tax 

relief legislation of the Sixty—Sixth Legislature, since the 

tax levies of small school districts actually increased 

between FY 1979 and FY 1983. 
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4. The local fund assignment per ADA and the ratio of 

local fund assignment to total expenditures for all three 

wealth groups were reduced between FY 1979 and FY 1983. 

This clearly met one of the goals of Senate Bill 350 of the 

Sixty-Sixth Legislature which was to reduce local fund assign-

ment to all school districts. 

5. Local enrichment per ADA and total expenditures per 

ADA were the only finance variables in which the difference 

between low wealth districts and medium wealth districts were 

significant. It was concluded that the significant differ-

ence between the low wealth districts and the medium wealth 

districts for local enrichment per ADA occurred as a result 

of the differences between the low and medium wealth districts 

for wealth per ADA and effective tax rate being just short of 

a significant level; therefore, when effective tax rate was 

multiplied by wealth per ADA to produce local enrichment the 

result was significantly different. A similar conclusion 

follows with respect to the significant difference between 

the low wealth districts and the medium wealth districts for 

total expenditures per ADA. Since local enrichment per ADA 

is a part of total expenditures per ADA, which is the option 

of the local school district to provide, it follows that the 

significant difference in local enrichment per ADA contributed 

to the significant difference in total expenditures per ADA. 

6. The contribution made by the state to the funding 

of educational expenditures in small school districts was 
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disequalizing due to the fact that state aid per ADA 

increased faster in the high wealth districts than in the 

low wealth or medium wealth districts between FY 1979 and 

FY 1983. Also, the ratio of state aid to total expenditures 

increased for high wealth districts, remained the same for 

medium wealth districts and declined slightly for low wealth 

districts between FY 1979 and FY 1983. Clearly, this was not 

the intent of the Sixty-Sixth or Sixty-Seventh Legislatures. 

7. The best predictor of total expenditures per ADA 

for each year of the study was local enrichment per ADA. 

Recommendations for Further Study 

The following recommendations seem to be supported by 

the data. 

1. A thorough study of the changes in the ratio of 

state aid to total expenditures within low, medium, and high 

wealth groups for all school districts in Texas between FY 

1975 and FY 1985 should be undertaken. 

2. In view of the vast disparity in expenditure per 

ADA between high wealth districts and low wealth districts, 

an on-going investigation of the relationship between 

academic achievement and financial expenditures must be 

continued. 

3. The use of a mandatory rate for local fund assign-

ment that would be approximately ecjual to the state average 

effective tax rate, with all additional revenues above the 
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minimum foundation school program to be captured by the state 

comptroller and deposited to the general fund and designated 

for elementary and secondary educational expenses, should 

be studied as an option for additional revenues for public 

schools in Texas. 

4. The issue of local control of the public school 

districts should be researched further, specifically looking 

at the local effort of districts to determine if legislative 

mandates encourage or discourage levels of local effort. 

5. Continued research is needed to identify the optimum 

size school district for efficient and effective delivery of 

educational programs. 

6. Replication of the current study for other size 

districts, e.g., between 501 and 1,500, 1,501 and 2,500, 

2,501 and 5,000, 5,001 and 10,000, and 10,001 and 50,000 

or greater is recommended. 
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