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The purpose of this paper is to stimulate discussion concerning fiscal
policy alternatives open to the General Assembly of Illinois relative to the
expenditure of funds for public secondary and elementary education. The paper
is intended primarily for the beginning student, the educational practitioner,
the interested layman, and the state legislator, rather than for the specialist
In school finance., We have, however, placed a selected bibliography at the
conclusion of the manuscript in order that readers intcrested in the subject
can pursue it at greater length. We have also deliberately refrained from
attempting to select any one policy alternative as the "best" or "optimum"
alternative for (wo reasons. In the first place the amount of factual and
empirical research in school finance that would be necessary to choose
between the expenditure alternatives presented in this manuscript is far
greater than that which is actvally found in Ilinois. Tt is true that the study
often referred to in Illinois as the "Task Force Report" does provide a fair
amount of "hard data" on school finance in this state. However, that report
did not contemplate the range of expenditure policy alternatives outlined in
this paper. In the second place, it would simply be misleading to suggest
that there exists much of a consensus on school finance policies in Illinois, or
anywhere elsé for that matter. The ”expérts " do differ, and there are both
"liberal" and "conservative' alternatives in this area of economic policy, as
in all other areas of economic policy.

We have found it convenient to use a traditional division of fiscal policy,
e.g., expenditure policy and revenue policy. This particular paper deals

with matters considered expenditure policy. While this is a useful, perhaps



essential, analytical device, the reader should bear in mind that the total
impact of educational fiscal policy can be known only by looking at both sides

of the coin, expendilure and revenue, at the same time. In this paper we

shall try to: (a) provide a brief background for those not familiar with the
subject of school finance; (b) point out some of the weaknesses of the existing
expenditure arrangements, and (¢} list and discuss some of the possible alter -
natives to the existing expenditire arrangements.

Basgic Types of State Aid

The state governments aid local school districts throughout the United
States in four basic ways. These can be de.sighated "flat grants, " "egualizaticn
grants, " "categorical grants, " and "aids in kind. " A "flat grant” is simply a
Stated amount of money per child. The reasoning behind a flat grant is that
since education is legally a state function, and not a local function, every child
should be aided in receiving é basic education irrespective of what local disg-
tricts provide, or do not provide, by way of provision for education. Flat
grants do not take into consideration the environment in which difterent child-
ren are being educated, nor do they make any distinctions between the different
educational "needs" of different kinds of children. "Equalization grants," cn
the other hand, do take into consideration a limited aspect of the environmen:
in which the educational process is taking place, at least to the extent that the
average assessed property valuation in a district can be taken to be partially
representative of the educational envircnment of a district. Egualization grarts

are distributed by a "formula" which takes into consideration the "ability" of



a school district to support education., There are four major typeé of
equalization "formulae" in use in the United States é.nd each shall be dis-
cussed in this paper. The "ability" factor in these "formulae" is usually
measured in terms of adjusted property valuations. The "adjustments" in

the property valuation figures are necessary in order to offset assessments

at less than full market value in most local school districts. Mathematically
Speaking, the various "formulae" are simply functions of the property valuation
variable. The major purpose of an equalization grant is to reduce the va.riation
in both expenditure levels and in tax effort among school districts in a state.
Barring some malfunction in the grant proc¢ess or Iin the @vorking of the formula,
there will always be an inverse relatlonship between the amount of state aid,
and the level of the local school district's ability to support education‘ Poor
districts will receive more, and rich districts will receive less. Equalization
grants are thus thought to contribute to the broader policy goal of equal edu-
cational opporturiity, or more correctly to contribute to a narrowing of the
variance in educational opportunity,

While flat grants and equalization grants make up most of the funds given
to local school districts by the state there are two other forms of aid Lhat
des_éi*ve mention. One of these is a "special purpose" or "categorical" grant
and the other is ah "ald in kind. " The two most common forms of categorical
alds are grants given to help with the cost of school construction, i.e., a
"capital expenditure aid, " and grants given to help with the cost of transporting

pupils to and from school buildings. This classification, however, contains



quite a number of other grants. The "gifted child" program, the sizable grants
for "special education, " the federal grants under Title I and Title IT of the
Elementary and Secondary Education Act are all examples of "categoricals, "
The classification "ald in kind" i not really a money grant at all, 1t is rather
an attempt on the part of state departments of education to provide services
other than money grants to local school districts. The most common example
of this would be state "supervisors" or "regional office" personnel who try to
provide local school districts with expert advice on limited and specialized
areas of education. The rationale behind both the ca.tegoricals and the éids in
kind is that there exists certain aspects bf the educational process which local
school districts might either ignore, or which are sd expensive that local
school districts could not carry them without undue tax burden were it not for
state intervention, Categorical grants are also, frankly, an attempt to bribe
iocal school districts into actions which state authorities consider beneficial
to e_ducation. Categorical grants are often also "eonditional, " that is, districts
must take certain actions before they can qualify for this aid. Conditions can
be, and frequently are, also attached to all of the various equalization grants,
A brief excursion into the bibliography at the end of this paper will
quickly show the reader that "experts" on educational expenditure policy have
never agreed upon the proper "mixture" of these aids to local school districts
any more than, on the revenue side, they have agreed upon the proper "mixture"
of taxes to support these expenditures. It is probably a safe generalization to
say that "traditionalists" in the school finance field tolerate flat grants, are in

support of equalization grants, have a distrust of categorical grants, and are



not really very much interested in exploring the possibility of aids in kind.
Their less conventional colleagues, while also supporting equalization grants,
would probably insist on major changes in the equalization formulae. This
second group would also be more favorable to categorical grants, and would
support experimentation with aids in kind. A minority would like to junk =1l
the "formulae" approaches and move toward a much more direct form of state
support and supervision of educational programs at the local level. It is prob-
ably fair to say that the "centralist" minority, a group which can historically
trace its roots to the works of Professor Henry Morrison at the University of
Chicago, is growing in membership with the rassage of time. These policy
choices reflect basic values relative to local versus state control of educatioun,
and also conservative versus liberal economic viewpoints, as mentioned previ-
ously. With this brief general background in mind we can now turn to the
existing expendilure structure in I11inois and to Some possible changes in that

structure.

Choices Among State Aid Forms

The flat grant in Illinois can be disposed of rather quickly. Flat grants
are sometimes given simply to see that wealthy districts which do not receive
equalization funds still receive at least some state aid. The best argument for
"aid to the wealthy" is that the wealthy school districts constitute "lighthouse"
districts, that is, that they are the innovaling districts, and thus the flat
grants are really aids in support of innovation and change. An obvious rebuttal

to this argwment is that this is a rather circuitous way of supporting educational



innovation and that there are many more direct means available for this
purpose. Cne change, however, could be effected in the flat grants in Illinois
that would have considerable impacl. If the puplls counted were to be taken in
terms of "average daily membership" rather than in terms of "average daily
attendance" the central cities would receive more funds. This would occur due
to the fact that the rate of attendance is much higher in most suburban and rural
districts than in the central city schools. Of conrse, keeping the couat in.terms
of ADA can be thought of as a stimulation to urban schools to restrict truvancy.
However, given the very great motivational problems of the ghetto school it is
doubtful that this "stimulation" would have the desired effecl.

Considerably more time needs to be devoted to possible changes in the
Illihois equalization formula. Equalization formulae are best analyzed in terms
of algebraic expressions, rather than in words. However., since this paper is
intended for the non-specialist, the 2uthors will attempt 2 description of the
four major equalization alternatives in words, We shall do this by spelling out,
step by step, the computztional procedures that one goes through in order to
arrive at the amount of equalization aid provided any given local school dis-
trict by the state. In each case we shall comment on the affect the adoption -
of a particular form would probably have on Illincis schools. The reader
Should be cautioned, however, that only a computer simulation could throw
light on how each of these equalization forms would effect individual Illinois
schooel districts. Hopefully such computer simulation studies will be carried

out in the near future.



There are four basic types of equalization "formulae" used in the fifty
states. The terminology is, regrettably, not standard, but most students of
the subject would probably recognize these four forms by the following labels:
(1) "fixed foundation"” or "Strayer-Haig;" (2) "variable foundation, "

(3) "percentage equalization, " (4) "resource equalizer" or "guaranteed
valuation. " The ﬁrst of these., e.q., the "Strayer-Haig, " is the most widely
used and probabkly the best understood by school men.. Unfortunatcely, it has
several weaknesses as we shall point out below. It is the form used now in
Illinois. An example of the "variable foundation, " which is a modification of
the "Strayer-Haig, " can be found in Ohlo. "Percentage equalization" is used
in New York and Rhode Island; "gquaranteed valuation' is used in Wiséonsin.
Each form has its proponents and opponents among schocl finance "experts"
and among legislators. We shall go through the computational steps first,
and then describe the strengths and weaknesses of each aliternative.

The "fixed foundation" or "Strayer-Haig" has three steps. First, a
"foundation level” is set by the state in terms of hundreds of doliars per pupil
and this is mulliplied by Lhe number of pupils in the disiricl. The exacl way
the pupils are counted varics, but in most states it ig in terms of "average
daily attendamce._ " Second, la "required” or "qualifying" tax rate is'multiplied
by the adjusted assessed property valuatic;n of the district. Third, the results
of the second step are subtracted from the results of the first stép. In states
with only K-12 districts this is a reiatively straightforward process. In states

like Ilinois and California the process is complicated somewhat by the



"dual district" organizational form. In "dual district” states there may be
one qualifying rate for secondary districts, another for clementary districts,
and still another for "unified" districts. The "Strayer-~-Haig" formula has only
twe variables in it, e.g., the number of pupils and the adjusted property valu-
aticns. It alsc has two constants, the "foundation level" and the "required" or
"gualifying" tax rate.

The fixed foundation has certain strengths, which explaings why it has
been arcund as 10ﬂg as it has., Tirst, the "floor welfare theory" upcn which
the formula is uvltimately based is widely accepted by the average state legis-
lator. MNo student, so the theory goes, will be allowed to receive an education
priced below the "foundation” guaranteed by the state. Local districts may,
of course, spend anything they want to over this "floor. " Equalization is served
by essentially putting a limit upon how far downward the quality of services will
be allowed to drop in a given district The formula is also fairly easy to com-
pute, although students taking their first course in school finance might deny
this. It is also predictable. Once the state legislature has made known the
constants in the formula, loenl suporintc.ndcnts, or their bueiness managers,
can Supplj the variables and come reascnably close te determining what they
will receive from the state. A certain amount of error does enter the calcu-
lation due to some projecting in time that needs to be done in terms of the two
variables in the formula and also due to tax collection failures. This formﬁia
is also stabie in the sense that o downswing in the economy would have litile

immediate effect upon the grant, nor would an upswing for that matter.
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Property valuations usually lag behind swings in the general business cyele,
Unfortunately the "Strayer-Hzaig" or "fixed foundation' also has some
very serious weaknesses. In the first place, stability is not always a strength,
and, if the authors may be permitted a small pun, the constants in the formula
have proven all too consta,nt.‘ The "foundation level" can be shown to have
lagged behind an inflating economy in most states which have this form of
equalizatio(n,. including Tilinois. The actual costs of education have risen faster
than the "foundation level. " An interesting and often overlooked phenomena
also cccurs with the "regquired" tax rate. The lower this constant is set the
more wealthy districts share in the "equalization. " If the required tax rate
iz not moved forward proportionately with the foundaticn level, the inversc
relationship between wealth and the size of the state grant will weaken with
the passage of time. Thus the "Strayer~Haig" has to be checked continually
least Its equalization strength fade. In the opinion of the authors, this align-
ment of the formula has not always taken place in Illinois with the probable
result that the Illinois formula has not been as strong with regard to equali-
zation at one time as it has at others. lOnly an empirical test could determine
whether this hypothesis is correct but when several hiennié. pass 28 they did
in the f.irst. half of this decade without change the results are cbvious.
The "Strayer-Haig" form also does not reward for local effort. The
district is required to exert the effort indicated in the "required" tax rate,
but that is all, There is no incentive to spend for educational services such

as there is in two other alternatives discussed below. This form does not
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take into consideration differences between districts in the cost of educating
pupils. It is assumed that the cost of education of 2 child in a densely secttled
suburb of Chicago is the same as the cost of education of a child in a sparcely
pormulated rural district in downstate Minois.  Tinally, despite considerable
efforts to do s0, no one can ever really tell you what the basis is fbr the
"foundation level., " In theory, it can represent cither the lowest priced package
4 slate Is willing Lo buy for an average student, or it can represént a somewhat
better "quality" priced package. In practice, it is set by the "political realities"
of the moment in o given session of the General Assembly. While this pricing
practice is certainly understandable, it is not very satisfactory from the per-
spective of professional educators; and it is probably not very satisfactory
cither from the perspective of state legislators, since haggling over the found-
ation level is, in the long run, not a very good vote getting procedure.

The "percentage equalization” form also hag three computational steps.
In the first step the local assessed valuation per pupil is divided by the state
assessed valudtion per pupil; this guotient is then multiplied by & constant
usually set at . B0 and the product of this multiplication is then subtracted from
the constant 1. 00. This first step determines the state "sharce" in the doliax's
spent for education in a given school district, In pocrer districts the state
share is larger than in wealthier districts. For o district whose valuation is
exnctly equal to the state valuation per pupil the state share will equal 50%.
The constant . 50 therefore determines the overall rate at which the state

government shares with the local government in each educational dollar spent,
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If it was decided that the state government should carry only 33% of the cost
of education then this constant could be set at , 33. In the second step the local
expenditure per pupil is multiplied by the number of pupils in the district, In
the third step the results of the first step are multiplied by the resuits of the
second step. The state share usually cperates between mandated limits, for
example, the legislature may decide that no district will receive more than
00% of its funds from thc stote nor less than 10%.

Percentage equalization has certain definite advantages over the
"foundation" or "Strayer-Haig" approach. TFirst and foremoest is the fact that
the grants would escalate automatically with an inflating economy. The magni-
tﬁde of the state's contribution is basically determined by the amount local
school districts are willing to spend. If the rising costs of education are met
at the local level, then this will be reflected in increased state contributions,
The "if" is important, however. There is no "floor" in this equalization form
and should a local district decide to price its product far below the cost of a
"guality" éducation then the state would also reduce its contribution. In this
sense, 'percentage equulization’ may be the mos "local control" oriented of
the three major forms. A second strength is the fact that this form does take
into consideration unusually high costs in certain kinds of districts, For
example, if either extreme sparsity or extreme density drives the cost of
education up then the state would share in these incrensed costs. A third
strength is the fact that the full force of teacher collective negotiation efforts

would be shared between the state government and the local government,
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rather than resting so much on the local taxpayer as is now the case. Militant

teachers'organizations might well favor a shift to percentage equalization formula

gince the incidence of their n_egotiation victories would [zll, al Jeast partially,
on taxpayers outside the boundarics of the particular school district in which
negotiations had taken piace, Cf course, this can also be taken as a weakness
of the percentage equalization formula. Any school district which did not have
a well organized teachers group, intent on obtaining higher salaries for its
members, would suffer under a percentage equalization system. In particular,
the stimulation to teacher organization in the poorer school districts would be
capecially great. Opponents of this formula also argue that it may be easier
for a rich district to raise 75 cents of every dollar spent than it is for a poor
district to raise 25 cents of every dollar spent. However, to our knowledge
there is no empirical evidence to prove that the present New York formula,
which is of this type, is any less enualizing than states with Strayer-Haig
formula.

We would offer this speculation on what might happen if Illinois were to
adopt a percentage equalization formula. It appears to us that the northern
and central portions of the state might benefit, at least initizlly, more than
the southcrn portions. In Illinecis, as in Indiana and Chio, there is a general
declining gradient running from north to south in terms of expenditure for
education. Of course, if the proponents of percentage cqualization are right
about the ability of this formula to stimulate local spending, then the districts |

in southern Tlincis would sec that they could benefit more by spending more,
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and this might h@ve the long range effect of equalizing the regional expenditure
differences in Illirois and therefore help to equalize educational opportunities
between the south and the north. With the exception of the St. Louls aresa,
teacher organizations appear more aggressive in the north than in the central
and south and under percentage equalization the state would be meeting more
of these northern demands than under the existing formula. Of course, here
again the advantage of the north over the south might be only short range.
Teacher organizations in the south, seeing the state pick up more of the tab
for successful negotiations in the north might well pursue their collective
negotiations in a more foreaful manner. Throughout the state districts which
have maintained a good level of spending but which are low on preperty valu-
ations would be aided most. This condifion describes many "bedroom" or
residential S'ub'ufbs located in the standard metropolitan statistical arcas of
the state. On the other hand, the large central cities might not be so well

off under this formula if they cannot maintain their local spending level
relative to the rest of the districts in the state. The great difficulty central
cities have in obtaining teachers pluS the militancy that teachers organizations
show in the central cities will probably combine, however, to keep local
spending at relatively high levels ahd thus assure a good state contribution
under o percoatage cqualization system. At first glance it might seam that
there would be 2 large increase in state spending under a percentage cquali-
zation. This possibility might argue zgainst it in the eyes of many legislators
who currently find they are getting aboul all Lhey can out of the existihg

revenue structure in Illinois. However, while the long run effect might,



\‘_/

14

indeed, be an increase in state aid, the authors feel that local levels of
Spending are not all that clastic. - A local spending stimulation effect, if it

exists, would probably come only some five to ten years after this forrmula

-had been adopted.

The third major formula approach is usually termed a "resource
equalizer™ or a "guaranteed valuation. " It can be used in conjunction with
one of the other two forms. For example, a recent fiscal study in Ohio
suggested adopting the "resource equalizer' in addition to a Strayer-Halg
form. There are four steps in its calculation. First the average property
valuation per pupil for the entire state is determined. Second, this average
valuation is multiplied by the number of pupils in a given district. This
establishes what the "average valuation" would be if applied to any district
in the state. Third, the actual property valuations are subtracted from this
hypothetical valuation. The results of these three steps gives the "resource
deficiency" of a district. Finall.y, the fourth step is to multiply the local
tax rate for education by the "resource deficiency” as delermined in Lhe
third step. Minimum and maximum levels can also be used with this formula
as they are with the percentage equalization grant. In this case the mini-
mums and maximums apply to the local tax rate for education. |

The resource equalizer or guaranteed valuation is the most clearly
"reward for effort" type formula of the four major forms. The amount of
state funds the district receives is dependent upon how much it chooses to
tax itscif. This is also truc with perecntage cqualization but the concept is

even clearer in the resource equalizer. As with the percentage equalization
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formula there is no "foundation level" fo set at every session of the
legislature but unlike thei percentage equalization formula it will not
escalate automatically With the economy. It changes only as local effort
changes. This type of formula would do much to eliminake "tax havens."
In every state, and in almost every metropolitan area, one can find dis-
tricts with heavy concentrations of industry. Frequently these districts do
not cducate the children of the workers in the factories of the district. A
neighboring less fortunate district often ends up with the burden of educating
the children but does not have the property valuations represented by the
industries. The heavy concentration of industry produces low tax rates,
which in turn cause industfierq seeking low tax rates to build more industry
in the district. This is, of course, an oversimplification, since industrial
locations depend upon more than simply favorable tax rates. Nevertheless,
the adoption ol this equalization form would do much to eliminate unusually
low tax rates among school districts in Ilinois. This formula can have a
stronger cffect by setting the "guaranteed valuation" not at the average valu-
ation in the state, but at some point above the mean, say the valuation which
ropresents the 76th centile in a distribution of valuations in the state.

The strengths and weaknesses of this formula arc centered on the
importance of the local tax rate. Much of the effect of this formula would
dopend upon just which "tax rate" is chosan. For exampie, if it is the rate
for educational purposes only, as is frequently implied by the proponents of
this formula then one kind of distribution will result. However, if "tax rate®

is taken to mean total loczl lax rate, l.e., for both education and all other
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local government expenditure then quite a different distfibutic’jn of funds
would result. In general, tax rate for educational p’ufﬁoéés is higher in
the suburbs than in the central cities, while on the other hand gencral local
tax vate i higher in the central cities than it is in the suburbs. Central
cities could be greatly aided if the total local tax rate was used. In fact,
this couvld be one way of compehs&ting the central cities for their high costs
of police and [ire prolection, etc., which freguently inhibits the central
cities from spending for educational purposes. These additional municipal
costs faced by central cities arc sometimes called "municipal overloag" in
the literature. This cqualization form would probably alsc aid the "bedroom
suburbs, " e.qg., those districts caught without either high industrial and
commercial property valuations gr high residential property valuations.
Such school districts are almost inevitably condemned to unusually high tax
rates and this equalization formula would give them the state aid they so
badly neced. Regrettably, there is a serious technical problem in computing
a total local governmeatal tax rate in Illinois. A citizen of a school dis-
trict in Illinois may be resident in many speclal district governments and
general purpose local governments. Not infrequently as many as sixteen to
twenty different tax rates have to be aggregated to determine what a county
collector should reccive from a giv{en taxpayer. Determining, therefore,
what the overall loeal governmental tax rate of a given school district was
would be a formidable task.

The final cqualization form we wish to discuss is basically a variation

of the Strayer-Haig model and hence we can devote less time to it. The
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Strayer-Haig formula can be modified so that the foundation level is not
multiplicd by average daily attendance but rather by & measure known as
"clagsroom units. " A basic foundation level has to be then determined for
these "classroom units, " Units can be awarded a school district on the basis
of tcacher-pupil ratios, the level of training of the teaching staff, the num-
ber and kind of suxiliary personnel such as guidance counselors, the number
of physically and mentally handicapped .children, ate,  Since the urits differ
for each district this formula is sometimes called o "variable unit" found-
ation 25 opposed to the "fixed unit" or traditional Strayer-Haig. Its chicf
advantage is to ecliminate some of the categoricals simply by awarding
”units”. for these purposes and including them within the general formula.

It can also bring about certain kinds of action at the lecal level that would
not be touched by 2 straight foundation level approach. For example, the
finite! can be arranged so that districts which encourage their teachers to
return to colleges ahd universities for further training receive more funds.
This particular usage is credited in Ohlo with reducing the number of non-
cortificd teachers gince districts in Ohio are actually penalized financially
for the number of non-certified teachers they maintain on their staffs. The
chicf limitation of this formula is that wealthy districts frequently cnd up
with more "units" than do poor districts, for example, wealthy districts
normally have a greater proportion of teachers at Lhe Masters and M’Lsterf:
plus level, they also have more guidance and special education personnel,
¢te, , and hence they receive morc funds for all of these extra "units, "

Also many of the limitations previously mentioned for the "regular”
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foundation model also apply to this special conception of the Strayer-Haig.
For cxample, there lis still a foundation.level which must somehow be
determined and which must be rz:J,il:sud every [ew ycars to keep pé.cc with
an inflating economy or if and when deflation occurs, reduced.

Before leaving the matter of equalization we should make note of two
other kinds of institutional arrangements. One of these can be termed
ngounty equalization" and the other "two step cqualization. Under county
equalization either the general county government or the county superin-
tendont of schools would be impowered to levy a property tax. The funds
so collected could then be distributed simply on o flat grant basis to school

“districts within the county. The equalization cffect comes from the fact that
larger numbers of pupils are normally located in the poorer districts. Thcré. '
are severa,l problems with this institutional arrangement. In the Ii’i‘st place
if it is intended to replace State equalization completely then great incqual-
itics would remain between counties, e.g., o poor district in one countjr
viould be much worse off Ehan a, poor district in another county. Secondiy,
the suburbs may combine to defeat the tax levy since usually this arrange-
ment would take funds from the suburbs and put them into the central citics.
Third, it is often inciofrcctly interpreted as o step toWard metropolitan-
wide séhool districts and, as such, opposecd by & militant "local control"
lobby which now includes some central city minority' groups as well as
middle class whites in the suburbs.
"Two step" equalization is a4 more interesting notion. Under this

schome state grants would first be given to the county and then distributed
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to local school districts within the county. The advantage of giving them to
the county first is that much more data is available at the county lavel than
ot the local school district level. For example, a large number of census
type measurements, i.e., educational level, income, occupational composi-
tion, ctc., are all readily available at the county level. These measurements
could e worked into an equalization formula, in fact they are in some of the
sonthorn states which have only couﬁty unit governments for education. The
sccond stage of the distribution could then be in terms of property valuations
such as is now the case. “de step" notions can also be applied on a
regional, as well as o county basis. An oxtra benefit from the "two step”
scheme is that it would provide funds either for new inter_mediatc scheol
districts, or for expanding the services and responsibilitics of the county
school supcrintendents since 2 county or reglonal office would have most af
the rosponsibility for the second stage of the distribution. A drawback to

per e o e for Illinoig is the fact that many districts are located in two

or more countics.

The distribution of funds to local school districts can be moderately
l“ﬁil,rlflnged by changes in the constants of 2 givén cqualization form.
Changes Lo an entirely different equalization formula on the other hand will
produce 2 major redistribulion of funds. There is another method by
which funds may also be subjected to o major redistribution. This is to

introduce new variables into o given equalization formula. Technically
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there are several ways in which new variables can be introduced. One method
is simply to put them in directly. For example, it might be possible to define
"ability" not simply as property valuations but as the combination of property
valuations and income. It is algo posegible to introduce new variables by
"weighting” some existing variable in the formula. For example, pupils in
average daily attendance may be, and are, in many states, weighted to take into
consideration o number of variables other than simply attendance. In the last
session of the General Assembly 2 small step in this latter direction was taken
by weighting the mixture of secondary and elementary pupils in a given school
district. This was done under the rationale that it costs more to provide edu-
eational programs for secondary pupils than for elementary pupils. The number
of "new variables" that might be suggested is rather large but we shall limit
ourselves to discussing only two types of changes in this category.

There is growing dissatisfaction over the measurement of "ability" purely
in terms of property valuations. The argument tﬁat "ability" really means "tax
paying ability, " and that tax paying ability for local school districts really means
property valuations, is losing some of its strength, In the first place local
districts in many states are experimenting with forms of taxation other than
property taxation to support education, and in the second place there is a grow-
ing fecling that all taxes, in the end, must be paid for out of the taxpayers
income. There is also the growing conviction that what we may mean by
"ability" is really the resource level of a school district, and that this resource
level can best be meé.Sured in terms of both human resources and material

resources. A related argument ig that wealth in the form of property valuations
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ig less imponrtant now than it Was in the past and that, conversely, wealth in the
form of income 15 more impoitzmt than in the past. Empirical research con-

ducted by one of the authors 1n thé Boston metropolitan area suggested that local
ochool districts may be boconé'lihg more equal with regard to property valuations

while at the same time they are becoming more unequal with regard to certain

human resource measwemenits such 28 educational level, occupational compo-
sition, and income. The Bositon study also suggested thal human resources were
more important than propertyé valuations in predicting the level of support that
would be provided in local school districts. The strong implication of this study
was that most state equalizatiéon formulae are distributing funds on the E&sis of
a variable which is in the pr'oécess of becoming more equally distributed among
school districts with the passéage of time and which can be shown to have less
effect, at least on certaln aspects of the educational process, than does various
measurements of human resoéurces. This linc of ecrmpirical research is cur-~
rently being pursued for fouréother metropolitan areas including two such areas
in Illinois under a grant fromé the United States Office of Education at Illinois
State University. Preliminax?'y results indicate that the findings of the Boston
study are holding up for othoxé* metropolitan arcas. There would appear to be
a very strong case for inirodftlcing measurcments of human resources into
cqualization formulae in Illinéo'is as well a8 in other states with major metro-
politan areas. .

The greatest practical giimitation upon introducing measures of human

resources into equalization fdf)rmulae is simply that these data are not normally

"avallable by school districts.é It is true that by a tcdious and lengthy process
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one can convert social and ecorélomic data coliected by the federal census into
school district terms, Howcvo;r, this has been undertaken only for research
purposes and not for a.dministrémtive f)urposes. Thore is a limited amount of
such data available for illineois éschool districts at present due to dissertation
efforts at the University of Chi(ézago and currently through the activities of the
Metropolitan Study Project at Iilinois State Upiversity. To make this conver-
sion from consus reporting umts to school districts for the entire state would
be an enormous task., This basisic problem can be solved in three ways., First,
if Illinois adopts a state incom{s tax this will provide yearly income data which
could be used in the oqualizatic;n formula, provided, of eourse, that the tax-
payer is required to identify tho school district in which he resides on the
income tax form. This proced@ure will not give information on other aspects
of human resources such as ed!ucational level and occupational composition,
however. Sccond, it might be épossible to get the Bureau of the Census to
include.school district residen@e in their decennial census and to also report
in those units. The Bureau, hbwever, has a history of resisting attempts to
get it to report in other than 1t8 own special units, i.e., census tracts,
cnnumeration districts, cte., &m the grounds that there is no end tc the num-
ber of special district govern:fr;mnts in the United States. Third, it might be
possible to pass legislation-recﬁuiring a state-wide school consus to be taken
cvery five years., Actually a riiaandatory school census is badly needed for
reascns that have nothing to dcé with equalization formulae. "Educational
planning” 1s in its infancy in thc United States largely because basic demo-

grophic and socio-economic data on the many local school districts are not
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readily available in the state caépitals. Thanks largely to the presence of
federal funds stato departments of education do collect and analyze more kinds
of social and economic data nowé than in the past. Ilowever, thore is stilia
long way to go before real mang:)ower and fiscal planning at the state level
becomes EL. reality in the ficld of education.

A movement to include :m income meagure in the equalization formulac,
regardless of what that fm’mula%,@ ig, might gain considerable political support
in Tllinois should it get off the cjroumd. The districts that would be aided would
be the income poor central citié’zs, but also aided would be the income poor
rural and suburbwn districts rh:élny of whom are in the southern part of the state.
A bi-partisan coalition consisting of legislators from the central city districts
plus legislators from the ruml areas could probably overwhelm the opposition
from income wealthy districts , many of whom are found in lhe suburban rings
of the major motrobolitan arozﬂs. Sehool men usually try to avoid this apen
confrontation of ecconomic 'mtem}ests gince it tends to divide their ranks with
superintendents from income v:?:*ealthy areas arrayed agalnst superintendents
from income poor Lrans. Bu.t;avoidﬂ.nr'.e of o probiem is a poor solution to
that problem, and perhaps cducators should take o more active role in these
public pelicy conflicts. If thes?f do not, others will struggle through to some
compromise and then dictale thal compromise to reluctant educators.

A number of kinds of weéightings on the ADA variable nre possibie, or
on the ADM (average daily m@?mbership) if it is judged useful to take attend-
ance out of the pleture as vms suggested carlicr in this paper. For example,

the central city school distficgts could be aided by o "density" weighting on
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the ADA. Something of this sort was suggested in the "Task Force" report.
The dual district structurc of Illinois does complicate, however, the appiication
of 1 density weighting. Tt might also be possible to give aid to socially and
culturally deprived children vis-o-vis the "weighting" approach. For example,
the ADM measurcment could be weighted for the number of children on the
wellare rolls tn a given schogl district. Probably the casicst measuroment to
usc here would be the same Aid to Dependent Children (ADC) statistics that are
used in Title I programs of the Elementary and Secondary Education Act. This
could be defended on the grounds that compengatory education programs arc
more expensive to run than the "average" school program and that these corm -
pensatory programs have "hidden costs" that are not entirely covered by the
federal grants. Such a position does assume, of course, that the State of
Iilinois has 2 responsikility for compensatory education as well as the federal
government, In an article cited in the bibliography the authors have argued
that this is the case. Since ADC's are found in rural arcas as well as in urban
urcas the addition of an ADC weighting might be expected to gather some
political support in the General Assembly.

The "weighting" approach is not necessarily limited to the ADA or ADY L
factor nlthough there has been more experimentation with weightings on this
factor than with anything else. It is also concelvable that a weighting might
be attached to the required tax rate. For example, 2 "working class suburb
with little property valuation and only modest income could get its required

tax effort reduced if the roguired toax rate were welghted by an income mensure.
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It would also be possible to weight the state sharing ratio in a percentage
equalization formula. Actually, the "weighting" process is simply a means

of introducing other variables into equalization formulac by making some
existing variable in the formula 2 simple function of the new variable or
variables. The only limitation on this approach is that if too many weightings
are lntroduced the formula becomes difficult to Qompﬁte and also to understand.

Categoricals and Aids-in-Kind

This is o very broad arca and we shall discuss only very briefly some
possikle alternatives here. There is a real need, o8 has becn recognized by
most school finance specialists in Tlinois, for a capital aid or school con-
struction 2id program. Such a categorical aid, if correctly designed, could
be o powerful stimulus to school reorganization. A great many states have
used their capital aids program for this purpose. Therc arc a number of ways
in which funds could be distributed undef such a categorical program. One
possibility is simply to use the percentage equalization formula discussed
carlicr. In such 2 situation the slales share is determined a8 before, that is,
by taking the ratio of the district assessed valuation per pupil to the state-
wide average asscssed valuation per pupil, multiplying by . 60 and subtracting
from 1.00. However, rather than opplying this to the iocal expenditure per
pupil, 28 in the cqualization formula, we now 2pply it to the approved costs of
the new construction. For districts which have recently undergone consoli-
dation or reorganization 2 bonus can be provided by raising the general sharing
sonstant (. BO) up to say, .756. Under such o proposed system the state would,

on the average, put up 75% of the costs of the new construction needed under
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consolidation and reorganization.

A seeond aren for catcgoricals is in aid to compensatory education. As
wilh many of these categoricals, there ie an option here. If one waere to build
into the generni equalization formula some variables which would aid districts
which operate large compensatory programs then perhaps there would be less
noed for such o program. However, categoricals assure the slale thab funds
will be spent for the purpose intended by the General fsscmbly. Funds provided
in cqualization formulae are almost in the naturc of "block grants" to districts,
that ig, the funds can be used for many purposcs. If the General Assembly
intonds that money provided to the central cities should go into compensatory
education programs, and not into incronsed teachers salaries, then the Assembly
‘will have to consider categorical grants much more scriously than they have up
to this point. Categoricals also stimulate formal evaluntion of cducational pro-
grams. Categoricals usually have a much morc easily medsured "output" than
do general nid forms and thus "cost-benefit" and "PPBS" (Program, Planning,
Budgeting Systems) can be applied to programs fininced by the state. If Illinois
does deeide to invest in compensatory education the General Assembly will prob-
| ably insist on getting o full dollar's worth of return for cvery dollar voted. If
that is the casc then compensatory cducation should probably be approzached
from the catcgorical stance rather than by tfyinq to work "compensatory” vari-
ables into the general cqualization formulae.

If a categorical compensatory education program were to be adopted in
flinois it would aid the urban dislricts more than the rural districts. Granted

there ig rural poverty as well as urban poverty, but the lion's share of the
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funds would go to the central cities as is now the case with federal Title I funds.

In @ slate which must continue to look to the needs of its rural school children as
well as its urban students it would be appropriate, as well as politically wise, to do
something for the rural districts as well. We, therefore, suggest that the state
absorb the full costs of all schecl tra'nsportation at the same time that it adopts a
compensatory education program. Alternately the state could absorb a "standard”
cost and then let the districts go beyond this with their own funds if they were so
minded. There is, after all, no compelling reason why the local school district
should be in the transportation business anyway. The present categorical aid system
for transportation has become far too complicated to make it worth the effort and the
absorption of the balance of the cost by the state would provide considerable relief to
rural school districts. It does not necessarily follow that the stale absorpllon of
the transportation costs must also be accompanied by centralized state purchasing
of school buses and other equipment, although this is an option that would result in
considerable savings to both the locality and the state. It might be judged expedient
to leave the bidding and the purchasing decisions at the local level even though the
state subvention of the program would be 100%.

The future of varicus "aids-in-kind" schemes is probably tied to the
future of the intermediate school district. It would be difficult to launch a
large scale program with personnel that had to report continually to Springfield
for instructions. Aid to local school districts in the form of trained personnel
operating out of an intermediate school district, however, 1S quite another matter.
There are at least two major choices here. The intermediate district can be
formed out of groupings of local school districts with financial support and con-

trol kept close to the local level., The mildest form of this alternative is what
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has been suggested in the Task Force report, i.c., that the new intermediate
units ha based on 2 very few contiguous counties. It is also probably wisc td
include the county superintendents in this reorganization process. Some states
have gotten their intermediate units "off and running” by phasing out the cxisting
.uuunty superintendents and phasing in these very samc men in 2 now rolc og
cxeccutives of the new intermediate districts. Granted there are some demotions
of a sort involved here since there arc fewer superintendents of the new regional
or intermediate districts than there arc county superintendents. In reality,

_ howaever, the ex-county superintendent of a small and pocr county has been pro-
moted if he becomes the Associate Superintendent of a newly formed regional

or intermediate district of greater size and wealth. ’I’hﬁt most county superin-
tendents understand this con be seen from the fact that they did themselves pre-
sent o scheme of this sort which was outlined in the 1965 edition of the Report

of the School Problems Commission.

The sceond alternative 1S to decentralize the opernlions of Lhe Office of
the Superintendent of Public Instruction by creating regional offices throughout
Tlincis and operating much of the "aid-in-kind" activitics out of these offices.
This alternaiive was apparcntly rejected by the Task Force group, however, it
‘has certain advantages over loeally controlled intermediate school districts.

Tn the first place it is likely that the federal government would look favorably
on such 2 proposal and much of the cost of setting up the regional offices might
be supported by granls lo the states for this purpose. This should be popular
with conservative congressmen since they usually will vote for approp:intions

which will strengthen the role of the state governments relative to the federnl



N

29

goverament, The transfer of the administration of many federal programs from
Washington to Springfield is already well underway and this would simply be
-, continuation of the process down to the regional lcvel. Also county superin-
tendents, which we fecl to be central to the success of any intermediatc district
proposal, are already dquite familar with working in close cooperalion with the
Office of Superintendent of Public Instruction and could make an easy transition
to regional status. If, on the other hand, they had to become accustomed to
local boards and local control there might be more of a problem. Ald offered
by thesc regional branches of the Office of the Superintendent of Public
Instruction would probably be more comprehensive and in greater amounts
since the full taxing power of the state would be behind such a venture and not
a limited local taxing and debt capacity.
Conclusions

Educational public policy is too important to be left to professors of
cducational administration. However, the academicians can outline alteraa-
tives for the voter and the legisiator, that is what we have attempted here.

It is our hope that we have made cnough suggestions 0 that at least some of

world in Illinois. At the boginning of this paper we stated that no "eptimum !

or "pest" alternative would be offered to the reader. However, the authors

have reached some tentative conclusions, and perhaps it would not he too out

of character to round out this effort by lsting them. We fecl that the current
foundation program, that is, the traditional Strayer-Haig formula, has out-

lived its usefulness in its present form in Ililneis. The limitations discussed
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earlier in this paper lead us to counsel either the nbandonment of ihis formula
or the modification of it. We are not preparcd 24 this junclure to recommend
a specific altornativé although we are currently leaning heavily in the direction
of percentage equalization. The advantages of not having to continually negoti-
ato the "foundation” level cvery two years arc tempting indeced. Morc import-
antly, this may ke the only :Eormﬁln which offers much protection to education
from the ravages of inflation. It may also provide an escape valve for local
districis facing the threat of a tonchers strike every September. If 1llinois
adopts perceantage equalization then it will probably alsc find it necessary to
adopt 2 state income tax. The only alternative would be to consider a very low
"gtate shave, " perhaps below 90%. 1t is doubtful that o sales tax would prove
flexible enough to keep up with expenditure levels as they are pushed forward
by militant teacher organizations at the local level. The authors certainly favor
an aid program for schooi construction in Tllineis, and especially 2 program
that will provide strong incentives for reorganization and consolidation. The
sulhors would support some form of participation of the state in the finance of
compensatory cducation, probably via the categorical route. The authors favor
taking the school district ou.t of the transportation business, or at least out of
the finance of it. 'The authors favor an intermediate district structure to
further the notion of "2ids -in-kind" and suggest that regional offices for the
OSTEI are just as valid an approach to this ag are locally controlled inter-
mediate school districts..

Finally the authors suggest that Illiﬁois needs to undertake an cxtonsive

amount of "hard data" research in the field of school finance. Hopefully such
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an investigation would result in a report of the quality of the Benson report

for California or the 'whomas rcport for Michigan (see suggestions for furthcr
reading). To be sure, even with this needed "hard data" research, therc will
remain honest differences of opinion since school finance ig an area in whi.ch
the researcher must take into consideration pasic political and economic values,
as well as factual information. The "data" never speak for themselves. They
have to be interpreted by fcademicians, by the various professional educational
organizations and agencies, by the General Assembly, and ultimately by the
citizens themselves. The authors fecl that it should be honestly admitted that
colleges of cducation and even departments of educational administration have
not becn especially helpful in this public policy formation task. Too often the
colleges and the departments h:tve been so lnvolved in the training of teachers
and administrators that they have found little time to ecngage in research of any
kind, and, more importantly, when they have carried oul & small research efiort,
it is frequently not onc which will eventuate in policy or law at the state level.
This should not be construed as an atiack on hpurc!" or "basic" research. Far
from it; we know all too little about the basic processcs of educatibn and admin-
istration and will long stand in nced of theory orien.tod research activities. It
is o plea, howcver, Ior more policy orieatcd rosearch and for research that
will helﬁ legislators in particular to formulate sound cducational laws. A step
in the right direction might be for the General Assembly to establish 2 Bureau
for Legislative Research on Fducational Problems =nd attach it to onc of the

major state universities. The School Problems Commission is not really
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equipped, nor was it intended, to carry out an extensive research effort on
major cducational problems. The Commission could, however, direct the
efforts of & Burcau of Legisiative Research on Educational Problems, once it
nad been established. Our final recommendation therefore is for the creation
of such a Burcau which hopefully will, among othcr things, continue research
into the alternatives available te the General Assembly in the matter of

educational expenditure policy.

GAH/BCH:eb
October, 1968
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