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I. Introduction

This rather long éssay was planned well over a year ago.
It would be pleasant if we could blame our procrastination upon
the condition of one's health, the press of other business, the
weather, etc. While all of those factors may well have delayed
this piece of writing, honesty compels us to admit that our hesi-
tation springs from more substantial roots. First, we havé Observed
that most of the publications of the Commonwealth Council on Edu-
cational Administration eschew "political" studies or "public
pelicy" studies. This is understandable in fhat'training programs
for educational administrators have oniy recently been established
‘in many countries of the Commonwealth, and the desire seems to be
to establish the credentiais of those programs in "professional"
terms, rather than to become mired in the cohtroversy of "political"
studies. That was also true in the United States until fairly
recently. However, there isg hardly a program now for the training
of school administrators in the United States that does not ineclude
political studies in soﬁe form. fThe curricular approach varies.
Students can find themselves in courses and seminars on the "poli-
tics of education,* or the political content may come through
courses labeled "public policy," or the political aspects may be
found iﬁ "social foundationsg" courses that are sometimes a part
of administrator training programs. It might.also be noted that
the American Educational Research Association has a very active

interest group on the “"politics of education" and indeed there is
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a separate "Politics of Education Association"™ in the U. g.
Perhaps even more revealing is the comparison of the newer school
finance textbooks such as that by Garms, Guthrie, and Pierce,
with older school finance textbooks. (1} The newer school finance
textbooks have far more bolitical content. Nevertheless, ghould
this small effort be found worthy of publication there will doubt-
less be those "professionals” in the Commonwealth who may find it
jarring on their nerves. Tﬁere is no way, however, that we have
found to approach.the concept of "equity" in school finance without
also being involved in basic political vaiues.

Our second reservation springe from the knowiedge that
“scheool finance funding eystems differ greatly throughout the world
and the highly decentralized system of funding for elementary and
secondary education in the United States may.well be an extreme
case.from which it is difficult to generalize to other countries.
Howeﬁer, students from countries other than the'Uhited Statee have
taken our school finance'ccurses here at Illineois State University
and they tell us repeatedly that the "equity" problems we discuss
are present in India, Nigeria, the Philippines, and many other
countries. To be sure, the form of the "equity" problem does
differ radically from country to country, but at the higher levels
of generalization the problem seems te be omnipresent and world-
wide. .

Our third reservation springs from the difficulty of
ﬁriting a paper for an audience that knows very little of the

details of school finance in the United States. It is always
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Given Lhese reservations, why try? We try because we think
it would be useful at this stage in the development of administra—
tive programs in the Commonwealth of Nations to be remlnded of
basic political values from which all institutional arrangementq
for financing public schools are derived. "Pro£e531onallsm, in
our view then does not mean avoiding polltlcal values, rather, it
means trying to be forthrlght and Candld about those values. More
specifically, it hmeans setting forth clearly the phllosophlcal
'and pOllLLLdl values upon which much emplrlcalnquantltatlve research
rests. Very little empirical research in educational administration,
or at least in educational finance, in our view, is "value free, "
rather it is "value based." Second, a dreat deal of empifical-
quantitative work has been done in American universities on the
notion of "equity" in school finance. While this paper will not
attempt to spell out all the statistical ang gquantitative proce-
dures for'operationalizing the notion of "equity," the footnotes
will provide those interested in measuring the concept of "equity"
with a place to start. Empirical research in the United States
has devxsed ways of measurlng certain fiscal policy equity goals
_and it would be irresponsible not to try to share those techniques
5w1th other researchers in the world who are 1nterested in the same

publlc policy problems. However, it seems necessary to present
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thig broader, more conceptual paper, beforelproceding to specific
statistical techniques for measuring the concept of "equity."

Third, while the American reader has been provided with
excellent treatments of the nature of Lhe equity reforms in the
50 states, there is no easily available treatment of equity or
equity reforms for thvse not so familiar with American institutions.
The publlcatlonu cf the Education Finance Center for the RBducalion
Commission of the States keep American readers very well informed
on aspects of the equity topic and on equity reforms. (2) What we
have attempted here is to cover some of the same ground on the
equity problems as the ECS publications, but at a level of generaii~
zation applicable to countries olher than the United States, and to
do this in much briefer form than the ECS series of publications on
the_same subject.

Let us note at the outset that the fundamcntal political
and soc1al value here is equalization of educational opportunity.
If the reader comes from a country whose traditions, whose govern-
ment or whose people do not allow belief in that basic value, thén
there is little reason to read beyond this point. We know, of
course, that countries do véry in their attachment to this value.
Recently Stephen Lawton has argued that the single fundamental
value of. equal educational opportunity shapes much of the school.
finance iﬂstitutional structure not only of the United States

but also of Canada. (3) Earlier, in the Journal of Educational

Administration, the senior author of this paper also attempted to




articulate the fundamental political values whicli act as the
foundation for school finance in the United States. (4) It is
important to realize that equalization of educational opportunity
is not espoused in the United States for its own gake. Rather,

it is believed that equalization of educational opportunity will
lead Lo the formation of a large, well-educated mi&dle class,

and, in turn, that the presence of this large middle class will
provide stability to the bedy politic. This is hardly a novel
5dea; it has been.with us since Arislotle's Egiiﬁigg.(S) It is
also believed that equalizing educaﬁional opportunity will provide
greater social mobility, that is thatrtalent and human resources
trapped in the less affluent social strata of a.oountry will be
released for leadership positions in that society by equalizing
educational opportunity. Again, hardly a novel idea. PFor example,
the importance of such a "creative minority,“ drawn from all social
ranké, for any civilization, was spelled out in considerable detail
by the British historian} Arhold Toynbee. (6} - The casge then for
equalizing educational opportunity rests partially upon insuring
the survival and the progress of any country, no matter what that
country's political heritage might be.

One must admit, however, that Lawton is probably right in
stress%ng the fundamentally English o}igin of the notion of equal-
izing educational opportunity.‘ As he indicates, it would be dif-
ficult to conceive of a tradition of equal educational opportunity

without the supporb of the broader "liberal tradition in America"



as outiined sO0 well by Harvard's TLouis ﬁartz (7) Dut it would

also be even harder to conceive of any such Lradltlon in America
without the Magna Carta, John Locke, and the "rights of Engllshmen"
as so palnfully hammered out through centuries of conflict between
Parlldment and Crown. (8) CO@ponwealth countries then have at
least two very good reasons %or placing equalization of educational
opportunity at the base of their institutional structure for school
flnance, and also for making sure that their newly trained admin-
istrators understand this fact. Like all countries Lhey wish.to
su?vive and prosper in competition with other countries, and ex-
panding educational opportunities should help them to do that.
Second, they have inherited the same mantle of 18th and 19th
century liberalism as did the United States and Canada. Countless
authors in the United states and Canada have argued that the right
to an education is basic to all other polltlcal and constltutlonal

rlghts. The arguments can be found from the philosophical works

of John Dewey to the legal briefs of San Antonio Independent School

District X§° Rodriquez. Assuming for the moment then that we can
~get some agreement that equalization of educational opportunity
is an imbértant component of democratic-politjcal theory, and
that "equity" is grounded in this fundamental value, can more
specificity be provided to the notion of "equity"?

\\

IX. Thrce Aspecﬁs of Lthe Equity Problem in School Finance

"Equity" in its most general sense refers to fairness in
the distribution of funds for education. But one person's notion

of 'fairness" is not another person's, and this very general “fair=-
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ness" conceptualization will not take us very far. We can ask,
"Equity for whom?--the child?--the taxpayer?" - Fiscal equity, how-
ever, can also be thought of as the "equal treatment of equals.”
This construction springs from a notion that cvery person is egual
before ﬁhe law. That tradition can be developed on a case by
case basis, as in the English Common Law. In the United States,
however, it derives additional strength from written constitutiong
both at the federal level and at the individual state govefﬁment'
level. The "equal protection" clause of the 14th amendment of the.
U.S. federal constitution has been the source of a large number of
constitutional challenges té state governmen£ school finance éys-
tems. (9) Perhaés more importantly, ecach of the 50 stale constitu-
~tions in the United States also has an "equal protection" clause
which a plaintiff can resort to if he or she feels that the state's
school finance system has not provided "equal treatment of equals.
Perhéps one reason wﬁy "equity" is so important to American school
finance is the fact that a citizen of the United States can chal-
lenge the constitutionality of any state's school finance system

when he or she feels that the state's educatlonal fiscal system
has violated a basgio conutltutlonal right. In short, under the
American system of separation of pewers, an individual's percep-
tion of what constitutes "equity" in school finance can be sought
in the éburts as well as in the state and federal 1egislatures..
There are at-least two major ways in which the norm of

"equal treatment of equals" can be violated. First, there is the

"



social class component. Eince the
thought to have the same civil and
children of wealthy families, when

markedly superior for the children

8
childxen ol ? poor family are
constitutional rights as the
the quality of education is

of the wgélthy to the gquality

of education for the children of the poor, a violation of the goal
Or norm occurs. If the difference in the quality of educétion
between the rich and the poor is primarily a matter of private
sector supply, that is, primarily a matter of the rich using
private schools to provide bettexr educational services, then, while
the matter may still be important from a broad public policy point
of view, no constitutional préblem may arise. (However, there are
certain philosophical consideratione here concerning equal trocat-—
ment versus individuals' rights to purchase the best possible edu-
cation for their children. The debates in England surrounding the
Labour government's attempt to abolish the pfivate sector give an
the debate is ébout the voucher

indication of this. In the U.S.A.

system.) However, when difference in quality of educational ser-

vices is not primarily a matter of private sector supply, but
rather it is a function of the way in which the public educational
services are provided, then a constitutional question can and does
emerge.

Social class violations of the "equal treatment of equalg"
norm téﬁa first to be fought out in terms of "access" to education
rather than in terms of the quality of educational services, since

the poor have often been denied educational services entirely.

The liberal tradition in most of the democracies of the world argues
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that these social class differences in "access" to education, and

even to different quality levels of educational services, can be

overcome by making more education and better education available

to the poorer classes. To be sure, that argument is challenged
by our Marxist colleagues who believe that the public schools of -
many western democracies either can or will do nothing more than

mirror the social class differences in the larger society. From

the Marxist point of view, the public schools merely teach the
children of the poor to take a subordinate place in society; they
legitimize an unfair social reward structure and merely reproduce the class

system. They do not, as the liberals believe, teach the childreﬁ

of the poor that they can aspire to leadership positions in the
country. (10} The argument iéralso challenged by discouraged and
digillusioned liberals who feel that the public schoqls are too
weak an institutional mechanism by which to overcome the social
clasé differences in the greater society. Jules Henry suggested

that "all cultures must introduce some intellectnal sabotage into

education." No society can tolerate too much stupidity, nor too
much enlightenment. The latter represents a challenge to tradi-
tional wafs. Henry described "the historic hecessity for stupidity,
",..and the need for all educational systems (to) train people to
be unintelligent within the limits of the culture's apility to
survivé.?(ll)

It is interesting that both the conservatives, at least
of the far right, and the Marxists on the left, hold that the

public school should play little or no role in reforning society.
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By contrast the liberal tiadition has piaced at least a part of
‘the responsibility for reforming and changing society on the
shoulders of the public schools. This social class component of
the equity problem may well he the most difficult and explosive
aspect of the equity problem in school finance. We feel, however,
that debate and research in the United States has no special light
tolcast on this problemn. In fact, American eduéators have shown
a tendency to sweep social class problems under thé rug, or at
least not make them the central focus of public policy debate.
Debate and. research in Great Britain may well be more revealing
on social class aspécts of the equity problem. (12) Debate and
research in the United States can cast, howevex, some light upon
a related violation of the norm of "equal treatment of equal" that
should interest Commonwealth feaders.

This second violation occurs when a federal form of govern—
ment is found in a country and the lower level of government raises
some or all of the funds to support education, particularly elemen-
tary and seéondary education. If wealth is évenly distributed
in the couhtfy in guestion there will be no great problem since
each loﬁerrgovernment unit can afford roughly the same level of
edcuational services. At least the differences in levels of
educational provision may be due more to differences in prefer-
ences fof education over other public services than they arec to
differences in wealth. . However, when the lower forms of govenment
are not equal in wealth, and particularly when there are many of

these subordinate governments, and théy are geographically small,
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then a serious problem can arise.(13) We believe this federalist
structure does prevail in many parts-of the world and here rescarch
and debate in the U. S. may be of some help. From the turn of the
lgth century in the United States, i£ became obvious that the local
school districts were not going to be able to offer egual educa-

_ ti@nal opportunity.or equal levels of educational service without
considerable help froem the next higher level of goverment, that is,
the 50 state‘governménts. Indeed, many state constitutions made
education specifically a responsibility of the state government.
The U. 5. federal constitution is notably silent on the matter of
education. Federal involvement in education is usually justified
constitutionally through the "general welfare" clause since there
is no education clause or article in the federal constififion!
Disparities in expenditure per pupil_of at least three to
. one, that is, the wealthier local public school district spending
three times what the poorer district spends, have been fairly com-
mon within most of the 50 U. §. states. Theré éré those who believe
that this range has been reduced in recent.yearg and we shall return
to this important point in the latter part of this paper. The
major source of this variation in expenditures is the variation in
property valuations between local school districts in the United
StatesJ  Local educational funds are raised in the United States’
primarilf byrtaxation of real estate valuations and the range of
prbperty valuations between school districts within an American
state may run up to eight or nine to one, This wide variation in

property valuations is caused by variations among U. 8, scheol
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expenditure per pupil.varianccs that are difficult to reconcile
with the egalitarian traditions of American political culture and
with the equal protection guarantees of both the federal and the
state constitutions.

The federal form of government and the tradition of raising
large amounts of funds for public education at the local level
bring about other kinds of violations of the norm of "equal treat-
ment of equals." ZEmpirical evidence clearly shows that local
wealth, escpeccially local wealth in Lhe form of property valuations;
is the prime determinant of the level of educational spending
among U. S, school districts. (14} Thus, a child may have equal
constitutional rights in the United States, but it ie the residen—
tial location of the child's parents that determines the level of
éducational services that will be provided to thaﬁ child. Put
another way, expenditure levels of local school districts in the
United States arenot "wealth neutral." For a country as devoted
as the U. 5. is supposed to be to the market economy and the pri-
.vate enterprise system-one might think that "wealth neutrality"
would not be a proper goal, or at least not a popular goal, for
U. 8. school finance policy. However, since citizens are presumed
to be equal, there has never been a strong rationale for having
public services in the U. §. conform to the dictates of a market,
economy ‘in which not only consumer preferences, but also dif-
ferences in consumer wealth determine the level of public services
purchasedf. This is but one of many philosophical paradoxes in the

U. 8. A.
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' Thus the federal form of government and the tradition of

raising large amounts of funds at the local ievel in the U. 8.
cause an equity violation from the point of view of the child
located in the property valuation poor distriect. An equity vio-
lation also occurs from the point of view of the ﬁaxpayer in the
property-poor district. That taxpayer will have to pay a much
higher tax raté in order to raise the same amount of doilars as
are spent in the wealthier district. It is not uncommon to find
that rate payers in poor American school districts must pay twice
thé tax raﬁe and‘receive only half of the level of educational
services as rate—-payers in wealthier U. S. districts. Thus there
is a taxpayer cguity violation as well as a student equity viola-

tion caused by this federal system of government and the related

tradition of raising funds for education at the local level.

- The third aspect of the equity problém in the United States
spriﬁgs from a quite different conceptualization of equitf as the
"unequal treatment of uneguals.® Under that formulation ol the
equity problem it is not enough for the U. S. federal and state
governments to treat all children alike. The argument runs that
children with handicaps, either physical, emotional, or sncia},
cannot enjoy the benefits of equal citizenship without having more
funds spent on them than "normal" children. This has led to a
large nﬁ%ber of so-called "categorical" grants by American states
for physically and emotionally handicapped children and also to
federal aid‘for thse handicapped children. The parent of a handi-

capped child can also seck relief in both the U. S. and state
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constitutions if he or she feels that that child is not receiving
an educational service level adeguate to address ﬁhe special needs
of the child. The "unequél treatment of unequald notion also ex-~
tends to programs for children from low income families and the
children of racial and ethnic minorities in the United States,

Whal is by far the largest and most expensive single federal edu-
cational program in the United States, that is, Title I of the
Elementary and Secondary Education Act, as amended, plus nd less
than 24 different "compensatory" education prograws in 24 American
states, attempt to address the special needs of children from

low income and minority families. These state programs differ
markedly varying from small programs of one or two million dollars
to large programs.of several hundred million dollars. A major
logical inconsistency can be seen between the two notions of equity.
"Equal treatment of equals" assumes nearly equal expenditure levels
batween stuaents, but "unequal treatment of unequals" assumes that
at least szomec expenditure per‘pupil differences are "legitimate,”
given the special educational needs of the pupils. This contra-
dic tionremains unresolved in both American school finance litera-
ture and in American school fjnanﬁe litigation,

We would not want the reader to assume that equity consider-
ations are always at the forefront of debate and research in American
school finance. To the bontrary, interest in equity problems waxes
and wanes with the péssage of time. Interest in equalization of |
educational.opportunity seems to have been more pronounced in some

periods of Amcrican history than in others. In the period immedi-
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ately following the Civil.War, interest ran high in extending
educational "access" to all American youth. The matter again
emerged with World War I, when test scores revealed major educa-~
tional shortcomings of youny men from poor families and rural
families. The great depression of the 1930's produced a similar
concern with equalization of educational opportunity. The whole
push for equity can be seen aa part of the movement of_the.rights
of different'groups.A In the U.S.A. in the last 25 years this has
included various minorities through Civil Rights, women, the handi;
capped, the gifted, etc.

- Equity considerations moved into the center stage with
the Kennedy-Johnson adminlstrations and the "war on poverty." The
period between 1965 and 1975 was marked by a great many court chal-
lenges to state_grant—in—aid $ystems and by an unusually high level
of state legiglative activity to correcﬁ egquity p?oblems.

There are those who believe that concern with equity is a
halimark of the "old liberalism" and that an increasing conserva-
tism on the part of the American government and the electorate
signals a turn away from interest in equity problems in the 1280's.
Perhaps,ibut there have always been outspoken academics, like
R. L. Johns, who all through the decades have never let the Ameri-
can electorate forget that the fiscal system should accomplish
@qualiZQLion of educational opportunity. (15) The cgalitarian im-—
pﬁlse runs so deep in American political thought as in American
1égal institutions even if there were no outspcocken university

professors, (16) the problems of equity in the educational fiscal
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structure would periodically emerge. Since these problems have:
been a-part of American education for decades, if not centuries, .
it is not surprising that various solutions have been proposed

and to that matter we now turn.

ITT. Proposged Solutions to the Equiﬁy IProklem

Since much of the equity problem in the United States
stems from the practice of raising funds for eleméntary and
secondary educatioh atlthe local level, it would appear that the
most straightforward way to solve the school finance equity prob-
lem in the United States would be to abandon this fiscal practice.
Such a seclution was proposed at the end of the 1930's by the late
Herbert Morrison of the University of Chicago.(l?) In more recent
yeafs, this soclution has also been endorsed by a presidential ad-
visory commission on school finance operating during the Nixon
adnministration. {18) Governors of several states including Michigan
and Rhode Island have also proposed "full sfate-assumption,"
as it is called, but no state legislature in thé United States has
passed such a reform. It should be noted that one state, Hawaili,
does raisé virtually all its funds for eleméntary and secondary
educatioh at the state level. TFour other states raise more than
75% of their funds for elementary and secondary education al the
state level: Alaska, Kentuvcky, New Mexico, and Alabama. Howevér,
by contrast, Nebraska and South Dakota raise only 18% of their
funds for eleméntary and secondary education at the state level

and the state of New Hampshire remains the most traditional in
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the ﬂounpry, raisging almost all of its funds at the local level,
the state contributing only 5%.(19) The state at the median in
A978~79 raised 53% of its funds at the state level and this median

Mstate share" has been moving slowly upward in the United States

#for many years,
Therefore, while it might not be inaccurateé to descrihe
{the - United States as slowly moving toward this solution of the
eequiﬁy problem, that is, "creeping full state assumptioﬁ," there
iis:a distinct hesiLanQy to endorse this solution for a nunber of

r¥easons. First, the solution, while elegant in its logical sim-

pplicity, runs counter to another poliﬁical value deeply engrained

iin:the American political heritage. The value of de-centralized

ggovernment, close to the people, has been espoused since the found-

iing: of the American republic. In fact, in 1935, that most astute

o®f.political observers, Count Alexi Charles Henri Clerel de
Td@ocgueville, believed that the formation of "lesser associations'
arand the desire to decentralize authority would prevent democracy
irip America from degenerating into rule by the illiterate mob.
I@Eequcholars have been able to improve cn de Tocgueville's
dedegsaription of the United States as being forever caught between
tnthe fear of centralized power on the one hand, and the desire to.
ususe that centralized power for_egalifarian purposes on the other
L;hand;(20f In like manner, H. Thomas James described American
scBChool finance as forever caught between "egalitarianism" and

“1£gib¢rt6rianism."(21} And indeed we do seem to swing back and

foforth between these great principles like the pendulum of some
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gigantic social clock ticking relentlessly onward down the pas-
sage of time.

A principal tenet of "libertarianism” in American school
finance ie the notion of "local conlrol of educatioen." ‘This is
such a "sacred cow" that it is very difficult to sort out how much
of thé benefits of local control in ﬁhe United States are real,
and how much are mythical. (22) With certain kinds of individuale—_—
local school boards and their state school board associations,
conservative politicians, some (though not all) university profes-
sors, etc.~-"local control™ is more an article of faith than it is
a testable hypothesis. Those less emétionally attached to this
‘political value are willing to admit that some kind of local con-
trol of education might still prevail under conditions in which
the state, not the locality, provided most of the funds for educa-
tion. And indeed, public education doas not'seem.to have suffered
all that much in Hawaii and Alaska which fund overwhelnmingly from
from the state level. Mﬁch would depend.upon the kinds of grants-
in-aid from the central government to the subordinate units of
government. If these grants carried many rules and regulations,
"strings" in the american vernacular, then. local control would
doubtless suffer. However, if the grants wefe'given by the central
governmént to the -subordinate governmént with few restriction,
what: snm;.call "bloc" grants, then local control might not suffer
much at all. It must be admitted that the American grant-in-aid
tradition is one with considerable "strings," that is, the desire

of the superior government to dictate what the subordinate government
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will d6 with the monoy, and thus the adversaries of full state
asgumption would lessen local control of edﬁcation}

There are some other reasons why full state assumption has
1ot become the "treatment of choice" for the equity problem in
Américan school finance. There is a certain amount of hypocrisy in
the egalitarianism of some professional educators.. ' Both adminis-
trators and teachers have used a kind of "demonstration effect" to
lever ip expendltures per pupil between school districts. The
té@hHJQUp Geriglsts of deliberately letting some of the more afflu-—
ént districts set high expenditure levels and then embarrassing
one's own school boafd into providing a similér level of educational
‘Bervices for one's own children and the children of one's neighbors,
Loeal administrators have used this technique of pointing to
“lighthouse" gchool districts for decades in the United States. As
eollective bargalnlng came upon the scene, teacher organizations
uged a similar technigque. By waiting until wealthy districts
gattled their laber agreéments first, a "target" was established
for one's own salary schedule. Most believe this ability to
play_bne_lbéal school district against another local school dig~
triet has been effective in moving up tﬁe whole gupport 1¢Vél for
education in the U. 8. Should the state assume total funding of
education, the "whipsaw" phenomenon would be gone. Only state-to-
Btate Cémpariscns would be possible. |

Pull state assumption would certainly change the scope and
nature of eollective bargaining in the United States. If the state

and not the locality provided all the. funds, then the focus of
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activity for teacher organizations would shift to the state capitals.

Collective bargaining based upon a labor-management model would
giVe way to more political lobbying efforts. These efforts are,
of course, already undcrway in all the American states, but they
would be intensified under full state assumption. Teacher strikes
would no longer be isolated affairs occurring in a few school dis-~
tricts, but rather labor actions would be on a statewide basis.
Questions have also been raised about the single salary scales
that would probably come about with full state assumption. This
may seem.strange to a reader from a country in which_there is only
one salary scale for the entire nation. However, teachers from .
the more affluent American school syslems can be expeclLed Lo
fight to protect their higher salary scales, just as much as the
local school board members and the administrators from the Wealthy
districts. Questions are also raised about fhe gize of the bureau-~
cracy needed to handle full funding from the state level.

For a variety of reascns then, abandonment of the American
practice of raising.at least some funds at the local level for
elementary and secondary education is not apt to occur. What
other solutions are possible? Consolidation and reorganization of
the subérdinate local school diétricts.is a second solution ad-
vanced for the equity problem. And indeed conscolidation and re-.

AN

organiﬁation of the local school disgtricts hage been underway for

many years in the United States. At one time virtually every one-

room rural school in the United States was its own governing unit.




In the State of Illinois alone there were 12,000 local school :
digtricts. Illinois still has over 1,000 local self-governing : 35
districts, a total exceeded only by Nebraska, Texas and California.
However, consolidation can affect the eguity problem only as long
as vwealthy school districts are merged with poor school districts.
In many states there are considerable legal defensés a wealthy ?
district can use to avoid consolidation with a poor school district.
There is algo the matter of the juxtaposition of poor districts

with wealthy distriets. Empirical research has shown that, esPeciallf
in American metropolitan areas, poor districts are clustered to-

gether geographically, and wealthy districts are clustered together

' geographically, (23) In such situations consolidation would simply

result in big poor districts and big rich districts. The judgment
has usially been, thérefore; that consolidation and reorganization
can help the equity problew, bub il can not,>alone, solve thc
equity problem, |

Phig brings us to the third and most popular solution at-
tempted to the equity prohlem in the United States. This consists
of general purpose grants-in-aid passed from the state governments

to the local school districts. The taxing power of the superior

level of government is called in to redress the inequalities of
wealth émong the subordinate levels of government. Grants are
provided inverse.to local wealth. The poourer a local Amexrican
schocl distriect 4ig, the more it receives from its state govern-
ment, and the richer & local American school district 1is, the

legs it roceoives from its state government. This provision of more
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funds to the property-poor districts and less to the property-
rich districts, called "equalization" grants, is present in all
American states except North Carclina. Readers in Commonwealth
countries who are interested in this kind of equalization grant
beLween the central government and subordinate governments will
find a vast amount of literature in American school finance on this
subject. (24) It is noﬁ overstating the matter to say that whole
professional careers have been made by individuals who are knowledge~
able about thc details of these kinds of crants in-aid.

Fundamentally there are only two models of general grants-
in-aid from the central government to the subordinate governments.
The first type, known as the "foundation" grant or the "Strayer-—
Haig" grant (named for two professors at Columbia University in
the 1920's who made that type of grant popular), sets a fixed dol-
lar amount per pupil which the state goﬁernment wili guarantee for
each local school district. When a required tax rate multiplied by
the assessed valuation of the local district does not yield this
guaranteed level of spending, the state government will make up
the difference. Under this system, the loCal district is required.
to exert only the required or mandated taix rate, sometimes called
a "chargeback,” and the state government does the rest. The amount
of general state aid dollars the district receives is then a func-
tion of only two variables: its relative poorness in prbperty
valuation, and the number of school children in the district.
Adopted in easl coast and middle western states in the 1920's and

in the western part of the United States and the south in the 1930's
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and 16840's, this remains the most popular type of general grant~ih~
aid, used by approximately 38 states as of June 1980.

The second model of general grant-—-in-aid goes under several
names: -"percentage egualization, guaranteed valuation, guaranteed
tax vyield," etc. Underrthis second general state aid system there
is no éingle amount guaranteed by the state government for each
local school district. Rather, the guarantced amount will be dif-
ferent from one locéi school district to the next dependiné upon
either the district's expenditure level, or the district's tax
rate. These types of grants are often referred to as "local in-
centive" grants since, all ofher things remaining egual, if the ex-
penditures are increased at ﬁhe local ievel or the tax rates are
raised at the local level, the district receives more general state
aid. Thus in this type of.general purpose grant, state aid is a
function not only of relaltive poorness in property and the number
of pupils, but it is also a function of either the district's
spending level or its tax rate. Incentive type grants are very

hard to reconcile with local property tax relief, another pclitical

goal sought by some of the members of state legislatures. 1In recent

years quite a number of states have used "combination" systems.
That is, a foundation program may be in existence simultaneously
>with 5 §maller "incentive" type of grant.

Generai purpose grant~in-aid in Lhe United States also
ﬁmUnES something Xnown as "pupil weights."(253) A pupii with
special educational needs, or a district with special educational

needs, is assigned a multiplier, which in effect places a "bounty"
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on that type of pupil and.makes the pupil more important for state
aid purposes. JIdeally these "weights” are determined from cost
studies which show that certain kinds of educational programs are
more costly than other kinds of proyrams, and thus Shoﬁld be
funded at higher levels by the state. Often, in practice, the
weights aré set on the basis of "conventional wisdom." States vary
greatly with regard to how they "weight" their pupils.. Some states,
Florida, Utah, and New Mexico are good examples, have very elaborate
welghtlng aystems with weights attached to many kinds of programs
for handicapped and disadvantaged pupils, vocational_education
pupils, etc. Other states weight only for the added costs of
maintaining Lhe higher grade ievels—nin the U.S5. those are the
"high school" students (normally grades 9-12 in a lz—year system) .
This whole "weighting" apprbach is an attempt to meet the special
educational needs of either students or districts. Onc of the
oldest weightings in the United States concerns weights assigned
to students or to districts that are.sparsely populated. The added
cost of operating schools in vefy sparsely populated parts of the
United States has long been recognized in Americén general purpose
grants-in-aid. These “sparcity weightings,ﬁ present now in 32
states, may be of special interest to developing nations in the
Conmonwealth.

ﬁ current controversy in Amcrican school finance concerns
which of two ways is more appropriate for meeting special educa-
tional necds of students. One school of thought advocates the

"welghting" approach. The other school of thought believes that
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special purpose or “categorical" programs, operating outside the
general grant-in-aid system are more appropriate. An example can
be found in the way programs for children from low income families,
many of them children from cultural and racial minority groups,
are funded in the Américan states. Twenty~four American states

_have so-called “compensatory" education programs, that is, programs
intended to compénsatc for difficult learning situations prevailing
in low income homes. VIn some of these 24 states~-~Michigan, New York,
and California are good examples--the primary approach is by special
purpose categorical fﬁndinq directed specifically at children from
low income homes. One the other hand, some of the 24 states use é
weighting approach and direct the funds for low income families
through the geﬁeral purpose formula. In Illincis and Minnesota
the weighting is arranged in such a fashion that the larger the
. concentralion of poverty children, the higher the 'weighting. How-
ever, in most states a constant weighting is used for poverty im-
paction.

There is also controversy about the responsibility of
the federal versus the state government for meeting these special
educational needs. We have said little in this paper about the
role of the federal as opposed to the state government in the
United States relative to the solutidn of equity queétions, Indeed,
until .'.14905*35 the federal government in the U.S. had agoumed only a
limited role in trying to solve these equity problems. However,
sincc.1965 the federal government in Washington has provided in-

cereasced aid to children from low income families and to children
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with physical and emotional handicaps. In fact, educational handi-
caps caused by the incidence of poverty are now attached in nany
states by both state and federal dollars. Thise has prroduced an
“articulétion" problem between the federal and state government
that is by no means solved. At the present moment special educa-
tional needs caused by poverty ieceive more attention from the
federal government than from the state governments in most states.
This is through the operation of Title T of the Elementary and
Secondary Education Act of 1965, as amended. However some statés~~
Illinois, California, Michigan, etc.--also operate large state
compensatory education programs. The faderal government has also
recently increased its spending for children with physical and
emotional handicaps. Federal programs in the United States are
all "categorical" or "special purpose" in nature,. despite continued
agiﬁation from the professiocnal education community for a general
purpose grant from the federal level. Certainly, in the last 15
years a dominant theme in federal educational pfograms has been
the equalization of educational opportunity.. However, the primary
burden of solving equity prohlems in the United States still re-
mains on the shoulders of the 50 state governments.

.Essentially in the United States when the superior level
of goverﬁment is called in to solve the equity problems of subF'
ordinate governments, there are two choices. The equity problems
can be addressed by Lhe state government or they can be addressed

by the federal government. Frequently, the federal government has
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preferred to address the equity problems by channelling its funds
through the state governments. = Thus on close inspection one will
find that some of the funds the state government is using to solve
equity problems are, in reality, originating at the federal level.
The complexity arises because all three levels of governmeﬁt in
the United Staﬁeé; local, state, and federal, raise funds for
publié education and thén distribute those funds. This is not true
in a number of Commonwéalth countries.,

IV. Evaluating the Equity Status of Finance Systems in American
States.

Since the major responsibility for achieving equity goals
is still that of the American state goverhments, one should have
thought that the states would have been deeply inveolved in "moni-
toring" their school finance systems to see how well those gbals
were or were not being achieved. However, it has only been in
the last five or six years that majér "monitoring" efforts have
beén undertaken. The course of events in most sfates has followed
gsomething like this scenario: A challenge wounld be launched

through the state or federal courts alleging a violation of the

~state and/or federal constitution. "Blue Ribbon" study groups

or commissions would be convened by the Governor, the Legislature,
the state department of education, or, in some cases, all three
entities. <These citizens committees or professional commissions

would hire experts in school finance to study the existing school

finance structure in the statce, In due course, the committees
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or commissions would repoft that equity.violations were present in
the state and recoﬁmendations would be made for changing the fiscal
structurc usually by altering the grant-in-aid system in the state..
there is nothing particularly wrong with this “"one-shot" commis-
sion or committee approach, and in fact some of the reports were
quite sophisticated.(26) Since many of the itinerant school finance
experts were university professors this process also provided an
indirect subsidy to déxﬂtmﬂﬂﬁ of educational administration. The
fate of these comﬁission or committee reports varied greatly. To
the extent that membérs of the legislature were made a part of the
process, preferably early in the process, the reconmendations
might well be carried into law. unfortunately, a yreal deal of
funds and time also went into studies which did not result in new
school finance legislation. An interesting historical study could
be made of which commissions or committees succeeded in altering
| the state school finance structure and which did not.

The problem, however, was that when the committee or com-
mission finished its work and handed its recommendations ovexr to
the state legislature the process stopped. Usually no agency OY
individuals were charged with the responsibility of monitoring
the effectiveness of the school finance "reform" that had just
been passcd into law. Most studies did carry computex simulations
of whatAthe new money distribution would be like if their proposals
were accepted, but the legislature frequently passed the reform
with modifications not contemplated by the study commission. There

were exceptions of course. One occurred in the State of Illinois
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where the Illinois School Problems Commissioﬁ, an-agency of the
Illinois General Assembly, contracted with a public university to
systematically monitor the effects of the grant-in-~aid system it
had just passed into law. As a conseguence, Illinois probably has
more information on equity problems than any other state in the
Union. Other arrangements for "monitoring" the effects of school
finance reforms were also made in Ohio and Michigan. (27)

There is a lesson that can be learned here by Commanwealth
readers. With the possible exception of Michigan, most of these
"evaluation" of the fiscal structure for education in American
states have been carried onlgggﬁigg'the staté departments of educa-
tion. To put it in terms mbre familiar to the Commonwealth reader,
vthese evaluations have been carried on outside'the Ministry of
Education. We believe this is an important.advance in public policy
research. It is difficult for the Ministry which has responsibility
for the administration of the grant to also evaluate the effects
of that grant in terms of a pblitically charged concept such as
equity. The American experience suggests that equity evaluations
are best carried out by independent researqhérs, often though not
necessaxily, connected with a college or university. The reason
is simple. Proponents of a reform do not necessarily make the
best evaluators of the success of that reform. Nor do those charged
with the taék of adminigterihg the new law necessarily make the best
evaluators of the neﬁ law.

In 6rder for these evaluations to take place, that is, in

order to determine whether a state is or is not achieving equity
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goals, these goals must be operationally defined. fThat operational

definition includes both careful conceptual 6evelopment followed’

by application of appropfiate descriptive statistics. Commonwealth
readers will find the impressive work by Berne and Stiefel (28) almost
required reading, as well as important contributions by Garms(29),
Odden (30}, Carroll(31l), Harrison(32), and Hickrod(33). These are
only a few of the researchers now active in this field. In fact,

the "objective" definition of school finance goals is one of the

most active areas of reseaxrch in school finance in the United Statecs

with new contributions emerging almost monthly. However, many

problems remain to be solved often of a concéptual rather than a
statistical nature. For example, take-the simple notion of expen- o
" diture disparity. Presumably the eqguity goal is.enhanced-if the |
disparity between districts is reduced, However, if one uses total
expenditures, then that will include all the state and federal cate-
goxical_grants that are intended for students with special learning ‘ |

handicaps. A casc can be made that expenditure disparity should be

studied only after these categorical expenditure grants are excluded
from the total revenues. It can also be argued that these expendi-
tures should be corrected for,geographig cost-of-living factors

before the disparities are measured. There is also a school of

thought which believes that the proper role of the state government
is to help only the low spendiﬂg districts, not to hold back the
high spending districts. If that is the case, then only the low
end of the éxpenditure distribution needs to be studied. Large

citiecs would argue that disparities are necessary because of their
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increased costs (the notion of "municipal overburden").

There are also statistical and technical probléms'éggnected
with the simple measure of disparity. Berne and Stiefelrexplored
many statistical tools to measure disparity: the range, the modi-
fied ranée, the coefficient of variation (the stahdard deviation
divided by the mean and multiplied by 100), the standard deviation

of a log normal distribution, the Gini index, etc. etc. And even

Berne and Stiefel did not exhaust the statistical possibilities for

measuring simple disparity. The National Center for Educational
Statistics is currently using the Thiel coefficient rather than any
of the descriptive statistics explored by Berne and Stiefel. (34)

If these descriptive statistics all yiélded the same results there
‘would be little problem, but they do not. As Berne and Stiefel
make clear, the choice of the statistiéal technicue is not indepen-
dent of the valugs underlying the research effort, and it is cer-
tainly not independent of conceptual probléms. Fér example, as
previously mentioned, if onc rcally kelicves that only the dis-
parity in the low end of the expenditure distribution is of inter-

esg.then special jindicies such as those developed by McLocne at

the University of Maryvland are more appropriate than any conventional

statistic based upon deviations from the mean of a distribution.

The goal of "wealth neutrality" presents even more conceptual

and statistical problems than simple disparity. The work of
Friedman and Wiseman(BS) makes clear that "simple" wealth neutral-
ity is a situation in which expenditurcs per pupil are not a func-

tion of the wealth of the local school district. Usually this is
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taken to mean not a linear function since possible curvilinear
functions are usually ignored. Again it shouid be noted that the
value assumptions are lore complicated than the statistical prob-
lems. The choice of "wealth neutrality” ag a goal, if not just
a simple.step in value terms, is a major leap. If a state
establishes Lhat notion asg a goal, the state is saying that con-
sumer preferences, the operation of the market economy, and much
more of the "orthodox" paraphernalia of American economics does
not apply to school finance. It ig saying, in fact, thét the
quality of a child's education should not depend upon the wealth
of the child's parénts or his parenﬁs' neighbors, and that policy
pPosition simply doesn't fit very well with the values underlying
a free market‘economy. But even if that leép is successfully
negotiated, there are pitfalls beyond.

"Conditional" wealth neufrality is a‘différent state of
-affairs. Under "conditional” wealth neutrality the variance asg-<
sociated with certain special district characteristics is removed
before the relationship between wealth and expenditures is measured.,
For example, it may be held that expenditures_should not be a
function of the willingness of a digtrict to spend on education.
This conceptual formulation, unlike "simple" or "basic" wealth
neutrality, reintroduces an element of consumer preferences into..
the model.l If it is thought possible to allow the district tax
rates to operationally define this "wiliingness" or. these consumer
preferences, then it becomes logical to factor.out the variance in

expenditures and wealth. This approach of holding constant tax
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rates was used in Illinoié evaluations by Schmink et. al. (36) _A'
mere elaborate approach, holding constant several district charac- ;
teristics has been used by Garms. (37)

There are also technical and statistical problems with

the measurement of "wealth neutrality" and "conditional wealth
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neutrality." Just as Lhere are many statistical possibilities in

measuring the variation in a set of numbers (disparity) so there
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are many, many ways of measuring the association between two or
more sets of numberé. Berne and Stiefel usecd the simple_pruduct—
moment correlation, least squares regression coefficients, elas-~
ticities (regression coefficients computed on logarithmic transg-
formations of variables), and a.weélth weighted Gini coefficient,
they termed the "Hickrod Gini."(38) A matter of some importance
in regression analysis 1s whether population weighted units of

analysis are used or whether each number is allowed to have equal

weight as in normal regression analysis. If the data are weighted,

" then large school districts will have more effecl on the calculations
than small school districts. This may be politically more accurate
since large-districts have more votes, at least in the iower houses
of American state legislatures, than do small‘diﬁfricts- Approaches
to "conditional" wealth neutrality are also normally in terms of
multiple\least Bjuares linear regression, with all the problens
attendant upon that statistical procedure, that is, autocorrela-

tion, multicolinearity, suppressor variables, etc.
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Finally, have the reforms of the 1970's in the American
states, which were intended to improve equity in elementary and
~ Secondary finance, been successful? Much of the current research
effort in American school finance circles is directed toward try--
:ing to answer that most basic question. fwo multistate surveys
of the effect of school finmnce reform, one by Caliahan and
Wilken(39) and one by Brown, Ginsherg, Killalea, Roshal} and
Tron(40} have revealed *mixed" results relative to the effective~
nhess of some of the school finance reforms of the 19270's. More
recent multistate studies by 0Odden, Berne, and Stiefel (41) and
by the staff of the National Center for Educational Statistics
(42) are more optimistic, indicating that while some dtates do
show losses on equity criteria, more states show gains. However,
studies of individual states such as those in Missouri and Colo-
rado by Odden (43) , Pennsylvania by Harris (44), Rhode Islang by
Wafd(45), Virginia by Salmon and.Shotwell(46), and New Jeréey by
Goertz (47), all indicaté less than satisfactOry results of the
particular school finance reforms in those states,

In addition to the multistate surVeys on the one hand,
and the 51ngle case studies on the oLher hand we have a few
comparative studies of small sets of states. A most detailed
Rand Carporation comparalive study by Carrol et. al(48) of five
states: California, Florida, Kansas, Michigan, and New Mexico,
is essentlally_pessimistic in tone, but.it does indicate that
reforms made more improvement in reducing the relationsnip be-

tween revenues per pupil and wealth per pupil than in reducing
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revenue disparities belween districts. Another three state com-
parative study of Indiana, Iowa, and Illinbis_by Hickrod, chaudhari,
Bubbard and Lundeen comes to essentially the same conclusion, that
is, that wealth neutrality gains cxceceded any and all other kinds
of equity gains. (49) Comparative studies of small numbers of states
can probe more deeply than multistate surveys, and'yet avolid the
generalization weaknesses of sinqlé state case stndies. There
will likely be more of these types of comparative school finance
studies in the future. |

With regard to equity gains and losses, one of the most
interesting and yet most depressing sfudies, at least for the would-
" be school finance reformors, is the longitﬁdinal.study of equity
goals in Illiﬁois by Hickrod, Chaudhari, andVHubbard. This study
shows that the reforms of the summer of 1973 moved the State of
Illinois toward equity goals for four years, hot then a "counter-
reformation" set in and a retreat from equity goals ensued for
the next two years.(SO)' A most fertile field for research will
be to try to determine if this "counter-reformation' has occurrod
in other "reform" states and, more importantly, if it has, what
are the pelitical rcasons for sugh a “counter-reformation." Most
reformers hope that the Illinois situation is an isolated phenomenon,
rathexr than the norm. Estimates of'reform opportunities in the
1980's as\pointed out by Odden, Augenblick and McQuire(51l) are
not as nearly sanguine as opportunities were in the 1970's. If
much of the ground is lost from 1970 reforms, it may not be re-

gained for a long, long time.
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V. Agenda for Resecarch in Commonwealth Countries

There is a folk-~saying in the northeasteln part of the
United SLaLos (New England) which runs: "Tf it isn't brokcn, don't
f;x it." 7That may well be appropriate here. Only those well ac-
‘quainted with the details of elementary and secondary finance in
each Commonwealth country can judge whether the information pre-
sented here is useful for them. If it is, then there would be
at least thrce gquestions to address.. What kind of equity probleﬁ
exists? How bad is that eguity problem? What can be ddne about
it? Some help can be given here on the first guestion, but the
second and third guestions need considerable empirical research
. and On—the*spot-field investigations. |

A rough six ceil typology of equity problems is present
in the material presented in this paper. If the equity problems
in the country are primarily reflections of sociai class ﬁivisioné}
they could manifest Lhemselves in at leést two ways. First, there
could be ma]Ol differences between the guality levels of privately
supported educatlon and the quality levels of publlcly supported
education. The solution probably then lies at least partially in
trying to build up the public sector so that publicly supported
schools can compete mofe effectively for capable students. Second,
especially in the still developing nations of the Commonwealth,
the equity problem may manifest itself in differences in the
quality levels of urban schools versus the more rural schools.
Since cconomic development is usually uneven, the urban schools

may have progressed at a much more rapid rate than the rural
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schools. A partial soiution may lie in-programs to strengthen
rural schools. There are also at least two‘possibilities if the
equity problems are not so nuch social class as they are artifacts
of a federal system of government. If the problem is differenges
in wealth between subordinate units of government, many of the
solutions attempted in the United States that -are discussed in
this paper would be appropriate. The litmus test here would be
the degree to which funds for education are raised at the level
of the subordinale 9uvernmeht. However, even if no or little
funds are raised at the level of the subordinate government,
equity problems can still arise. In a federal system of govern-
ment the subordinate units of government may have different edu-
cational needs even though they raise little funds themselves for
elementary and secondary educétion. In that event the solution
may lie in developing distribution systems at the level of the
central government which will adéquately reflect these differences
in educational need. 1n that event, the experience of the United
States with "weighted pﬁpils"'may be worth investigation. Finally,
the equity problems may spring not from either social class dif-
ferences or from a federal struéturé of gofernment, but, ratherx,
from differences between individual students. Commonwealth coun--
tries may find that their majo: equity problemsg lie in greater
provision for physically and emotionally handicapped students.
They may also find that their real equity problems are with
socially and economically deprived students. The Commonwealth

countries are heavily populated by cultural and racial minorities
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and their problems in thié area, relative to equal educational op-
portunity, may be even greater than those of the United States.

The above rough typology is not neat; there are overlap-
ping categories, but it may serve as a place to start the research.
Obviously, the equity monitoring can not.get'very far without good
statistical data on expenditures between the private and publie

sectors, between Lhe subordinate levels of government, and between

. students with educational handicaps and those without such handi-

caps. The availability of this data base may not be a major prob-
lem with economically developéd countries in the Commonwealth, but
it could be a serious problem with developing countries. It might
not be a had strategy, therefore, to build up the administrative
data base hefore attempting any equity evaluation.

Finally we will end as we started upon a poiitical note.
Research on equity matters may be carried out on a very limited
basis by educational administrators alone. However, without the
support of elected public officials, or thé courts, or both, such
research will probably result in very little change in either basic
public policy or law. The central argument of this pPaper has been
that the attainment of equity goals in educational finance can not
be separated from the broader public policy goals of a democratic
soclety. Therefore, tﬁe elected representatives of a demoqratiq
socicty are equal partners, perhaps more than equal partners, in
attaining equalization of educational opportunity. A firaet and

necessary step in forging that partnership is to be explicit and

et
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clear about the fiscal goals that are being sought, and the
practical and philosophical implications of those fiscal goals,

If one grants our assumplions, then any training program for edu-
cational adminisﬁrators that does not consider these broad politi-
cal and public policy matters is inadequate, at least for a demo—

cratic society.
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