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PREFACE

In February 1976 the State Board of Education authorized a
comprehensive study of I11inois' state aid programs. To assist
in this study, a citizens commission and a group of school finance
experts were appointed. The Citizens Commission on School Finance
presented 1ts report and recommendations to the State Board in July
1977. The Technical Task Force continues to provide valuable
assistance to staff of the I1linois State Aid Equalization Study.
Several studies were made in the fall of 1976, and these are
presented in this volume. These studies, as is the I1linois State
Aid Equalization Study, were funded by the U.S. Office of Education
under Section 842 of P.L. 93-380. We appreciate the efforts of
the persons performing these studies in dealing with complex facets

of state level school finance.

Carol E. Hanes, Project Director
IT1linois State Aid Equalization Study
ITlinois Office of Education

November 1977
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YARIOUS INCOME-WEIGHTED OPERATING TAX RATES
AND ILLINOIS STATE AID TO EDUCATION

J. Dan Hou and Warren B. Carson

Introduction

In I11inois, public school.districts can choose either the resource equal-
{;er.formuia or the Strayer-Haig formu]a'to compute their state aid claims. In
1975-76, 81 percent of I11inois school districts with 94 percent of pupils picked
the resource equalizer formula. According to the rescurce egualizer formula,
districts with the same operating tax rates are guaranteed the same level of
resources per pupil from state and local funds. As for districts with different
operating tax rates, those with higher operating tax rates are guaranteed higher
levels of expenditUres. The difference between the guaranteed expenditures and
local revenues is covered by state aid. The local revenues come from taxatidn
~ on assessed valuation of real property within the local school district. In
other words, the guaranteed expenditure level is the function of operating tax
rates rather than assessed valuation under the resource equalizer formula.

The resource equalizer formula was designed to meet the requirement of

fiscal neutrality, a principle established in Serrano v. Priest. Districts

with lower assessed valuation per pupil were the major concern of the Serrano
case. Data in Table 1 show that these districts tend to be the ones with high-
er operating tax rates. Hence, these districts are Tikely to benefit the most
from the resource equalizer formula.

It has been asked very often whether income-poeor families live in school

districts with lTower assessed valuation per pupil. In 1974, Benson stated that
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"poor people live in all types of districts, as characterized by assessed valu-
ation per student."! Testing this conclusion, Hou conducted a study in 1975

to investigate the relationship between district assessed valuation per pupil
and median family income for I11inois. He found a curvilinear relationship
existing between these two variables. For each type of school district with
be?ow-the-median assessed valuation per pupil, a positive relationship was found
between district median family income and assessed valuation per pupil. Among
school districts with above-the-median assessed valuation per pupil, elementary
and unit districts showed no noticeable relationship between median family in-
come and assessed valuation per pupil, while the relationship for high school

districts was found to be negative.? .In other words, there were school dis-

tricts in 111inois that were To

Tow in median family income, but high in assessed

valuation per pupil. These districts tended to have low operating tax rates.

Under the resource equalizer formula, these districts are not guaranteed as

high an'expenditure level as are the school districts with higher operating

tax rates.
Table 1
The Correlation Coefficients between Various Variables
and 1973 Operating Tax Rates by District Type
1973 EAV* Median Family Per Capita
per TWADA** Income Income
Elementary -0.27 0.65 0.61
High School -0.28 0.55 0.55
Unit -0.33 0.29 0.23

*EAV stands for equalized assessed valuation.
**TWYADA is an acronym for Title I weighted average daily attendance.
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Table 1 also reveals that Tower operating tax rates tended to be found

in_school districts with Tower median family income or per capita income, and

vice versa, especially in elementary and high school districts. Under the re-

source equalizer formula, a lower expenditure level is guaranteed to districts

with lower operating tax rates and a higher expenditure Tevel to districts with

ciated with a lower income level, and a higher expenditure level with a higher

income Tevel. In other words, the inclusion of the operating tax rate in the

resource equalizer formula tends to help income-rich school districts more than
Ancome-poor_districts in terms of expenditure level.

To provide equal access to available resources for school districts with
less ability-teo-pay, i.e., lower income level, two methods have been investigated
to include an income factor in the state aid formula. The first method is to
weight assessed valuation by income.?® As such, districts with higher assessed
valuation per pupil and lower income level would have increased access to state
funds. The second method is to weight tax rates by income."* The weighting would
give tax rate credits to school districts with lower income levels. As a result,
these income poor districts would have a greater opportunity to participate fully
in the state aid system. The second method may exert more influence than the
first method on school districts using the resource equalizer formula, in which
the expenditure level is the function of operating tax rates. Therefore, the
second method should be considered carefully in planning reform of the state aid
system.

It was the purpose of this study to investigate the effects of various
income-weighted operating tax rates on the distribution of I1linois state aid

to education.
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Objectives of the Study

The objectives of the study were to investigate the following questions:

1. Which types of communities will be affected the most by income-
weighted operating tax rates: central cities, suburbs, independent
cities, or rural areas?

2. What are the effects of income-weighted operating tax rates on the
reduction of district expenditure variation?

3. What are the effects of income-weighted operating tax rates on fiscal

neutrality.

Sources of Data

The fiscal data used in this study were retrieved from the data files of
the I1linois Office of Education. These fiscal data include those for calculat-
ing estimated 1975-76 state aid. Median family income and per capita income

data were obtained from the 1970 Census: I1linois School District Profiles,

also published by the}Il]inois Office of Education. Information in the Pro-
files was retrieved from the fourth count tape of the 1970 Census developed
by the U.S. Bureau of the Census. Census data used to classify school dis-
tricts in the geographical typology were retrieved from the fifth count tape

of the 1970 Census data.

Variables Used and Definitions of Terms

Community Type

In this study a demographical typology was used to E]assify communities
served by school districts. According to the demographical typalogy, I1Tinois
school districts were put into the following four categories: central city,
suburb, independent city, and rural area. A central city school district is

one that serves the largest city in the standard metropolitan statistical area
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(SMSA) as defined by the U.S. Bureau of the Census in 1970.5 School districts
with less than 50 percent of the population living in urbanized area were classi-
fied as rural area districts, regardless of whether they were in SMSAs or non-
SMSAs. On the other hand, school districts with over 50 percent of their popu-
lation residing in the urbanized areas were considered as "urban" school districts.
The SMSA urban school districts, except those of central cities, were further
categorized as suburbs. If the urban school districts were not in the SMSAs,

they were considered as independent city districts.

Estimated Expenditures

For this study, actual operating expenditures were not available. Hence,
operating expenditures were estimated by adding estimated 1975-76 state aid to
Tocal operating revenues. The local operating revenues are the product of dis-

trict assessed valuation multiplied by its operating tax rate.

Income-Weighted Operating Tax Rates

In this study, three income-weighted operating tax rates were included
separately in the simulations of 1975-76 estimated state aid formulas. In the
simulations, all of the variables except the operating tax rate were held con-
stant. The district operating tax rate was replaced by an income-weighted oper-
ating tax rate in each simulation. The following are the three income-weighted
operating tax rates:

0TRI. This income-weighted opefating tax rate was developed on the basis
of the rank order of the district median family income. More operating tax rate
credits were given to the group of districts with lower median family income.
However, the credits were not given to school districts with a median family
income higher than the state median family income ($11,096) or to districts with

operating tax rates lower than the maximum operating tax rates without referendum
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(1.27 percent for elementary and high school districts, and 2.075 pércent for
unit districts). In essence, this was a grouped weighting of median family income.
QTR2. The district's operating tax rate was multiplied by the ratio between
the state median family income ($11,096) and the district median family income.
For school districts in which either the median family income was above $11,096
or the operating tax rate was below the maximum operating tax rate without ref-
erendum, no credit was applied to the operating tax rate. In other words, OTRZ
was an individual weighting of median family income.
0TR3. In this weighting, the district operating tax rate was multiplied
by the ratio between the state per capita income ($3,498) and the district per
capita income. School districts with either the per capita income above $3,498
or the operating tax rate below the maximum operating tax rate without referen-
dum were given no weighting.
For those school districts either with an income level above the state
average or with an operating tax rate below the maximum operating tax rate
without referendum, the operating tax rates remain unweighted for OTRT, OTRZ,
and 0TR3. In other words, operating tax rates for each of these districts were

the same for all of the simulations.

Operating Tax Rates

The operating tax rate for 1975-1976, as defined in The School Code of

11linois, consists of all district taxes extended for all purposes except bond
and interest, summer school, rent, transportation, special education building,

capital improvement, and vocational education building.®

Study Population

The population of this study consists of all public schoel districts in

I17inois, except high school districts. The reason for excluding high school
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districts is that these school districts in theory can reach the maximum of the
state guaranteed expenditure levels without passing referenda. In other words,
high school districts can reach that maximum expenditure level with an operat-
ing tax rate of 1.05 percent, which is below the 1.27 pefcent of the maximum
operating tax rate without referendum. It was found that operating tax rates
of all high school districts fall below the 1.27 percent. In this study, any
school district with an operating tax rate below the maximum operating tax

rate of non-referendum was given no weighting.

Statistics

In this study, three statistics were used: percentage, coefficient of
variation, and coefficient of regression. Percentage was used to investigate
the change of operating tax rates and state aid by district type and community
type. The coefficient of variation, which is the product of 100 multiplied by
the ratio of the standard deviation to the mean, was used to measure the varia-
tion of expenditure per TWADA. A Tower coefficient indicates a reduction in
expenditure differences between districts. The coefficient of regression was
used to measure fiscal neutrality. In the regression eguation, the logarithm
base 10 of the estimated expenditures per TWADA is the dependent variable, and
the logarithm base 10 of assessed valuation per TWADA is the independent vari-
able. The coefficient of regression can be either positive or negative. If
the sign is positive, the closer the coefficient is to zero, the more it shows
fiscal neutrality. If the sign is negative, the farther the coefficient is from

zero, the greater it shows the compensatory effects.

Limitations
Income data used in this study were retrieved from the fourth and the

fifth count tapes of the 1970 Census. The data reflect consolidations of
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I119inois school districts through June of 1975. For school districts consoli-
dated afterwardé, no income data are available to weight their operating tax
 rates. Hence, for these districts estimated state aid without income weighting
was used for each weighting instead.

A small sahp]e size was used in collecting the 1970 Census data. For
personal income data, the sample size was only 20 percent of the population.
Pohlman found that the sampling errors in the fourth count of the 1970 (ensus
data were worse for thbse school districts with enrollment of less than 300.7
Therefore, income data used in this study, especially those of small districts,
are vulnerable to sampling errors.

The income data retrieved from the 1970 Census reflect 1969 personal
jncome. It has been seven years since the census was taken. These out-of-
date income data may cause some errors in measuring the real taxpaying ability

of districts.

Findings of Data Analysis

Effects of Income Weighting on Operating Tax Rates

Table 2 presents percentages of the best six months average daily atten-
dance (ADA) and percentages of school districts that would be influenced by the
three income weightings. If the operating tax rate is weighted by median family
income, i.e., OTR1 or OTR2, 33.77 percent of elementary school districts with
17.68 percent of ADA and 72.07 percent of unit districts with 41.41 percent of
ADA could be favorably affected. Table 2 also shows that the per capita income
weighting could cause an fncrease of the operating tax rate for purposes of
estimating state aid claims. The increase would be reflected in 40.22 percent
of elementary districts {or 181 districts) with 28.14 percent of ADA, and 74.54
percent of unit districts {or 331 distrists) with 41.46 percent of ADA. From
these data, it can be concluded that the per capita income weighting among the

three income weightings studied could exert the greatest effects on the
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operating tax rates of elementary and unit districts on the basis of the

number of affected ADA and school districts.

Table 2

Percentage of ADA and School Districts
Benefiting from Income Weighting

OTR1* QTR2** OTR3***
Elementary
ADA: 497,145 17.68 17.68 28.14
Districts: 450 33.77 33.77 40,22
Unit _
ADA: 1,276,749 41 .41 471.41 41.46
Districts: 444 72.07 72.07 74.54

*QTR1: Operating tax rate with the grouped weighting of median
family income.

**QTR2: Operating tax rate with the individual weighting of
median family income.

***(OTR3: Operating tax rate with the per capita income weighting.

Table 3 displays the percentages of ADA and school districts with the max-
imum operating tax rate for full funding, i.e., 1.95 percent for elementary or
3.00 percent for unit districts as of 1975-76. Only 20.44 percent of elementary
districts (or 92 districts) with 46.01 percent of ADA and 4.05 percent of unit
districts {or 18 districts) with 42.01 percent of ADA reached the full-funding
maximum operating tax rates without any income weighting in 1975-76. When the in-
come weightings were applied to the operating tax rates, the percentages of dis-
tricts with the full-funding maximum operating tax rates all increased.

Among the three income weightings, the per capita income weighting resulted in

the highest percentage of districts with the maximum full-funding operating tax

rates: 35.33 percent of elementary districts with 52.97 percent of ADA and 41.21
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percent of unit districts with 56.94 percent of ADA. These represented an in-
crease of 14.89 percent of elementary districts (or 67 districts) and 37.16

percent of unit districts (or 165 districts).

Table 3

Percentage of ADA and School Districts with the
Maximum Operating Tax Rate for Full Funding

OTR* OTRI** QTRZ** OTR3**

Elementary
. ADA: 497,145 46.01 50.97 50.21 52.97
Districts: 450 20.44 33.33 32.44 35.33
Unit
ADA: 1,276,749 42.01 51.71 54,67 56.94
Districts: 444 4.05 31.53 39.86 41.21

*QTR: Operating tax rate without income weighting.
*%QTR1, OTR2, and OTR3 are the same as those in Table 2.

Effects of Income Weighting on State Aid

‘In the 1973 reform of the I1linois state aid system, limitations were im-
posed on school districts to prevent full funding of the resource equalizer form-
ula during the first four years. In this study, "estimated claim" indicates the
amount of state aid a school district can claim with all the limitations, while
“fully funded state aid" refers to the amount of state aid a district may be
fully entitled without any such limitations.

Tables 4 and 5 present separately the total state aid for estimated claim
and fu]] funding by district type. The total state aid for estimated claim in
1975-76 was $1.203 billion without income weighting (OTR}, $1.237 billion with

the grouped weighting of median family income (OTR1), and $1.234 billion with
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the individual weighting of median family income (0OTR2), and $1.238 billion with

the per capita income weighting (OTR3).

In the long run, the state aid total for

full funding is $1.452 billion without income weighting (OTR), $1.512 billion

with the grouped weighting of median family income (OTR1), $1.508 billion with

the individual weighting of median family income (QTR2}, and $1.515 billion for

the per capita income weighting (OTR3).

Estimated Claim:

0TR QTR2 0TR3
ETementary $ 260,483,232 $ 266,508,976 $ 265,204,224 $ 267,150,304
High School 112,055,936 112,055,936 112,055,936 112,055,936
Unit 830,675,456 858,903,040 856,649,472 858,811,904
State Total $1,203,214,624 $1,237.,467,952 $1,233,909,632 $1,238,018,144
Fully Funded State Aid
OTR OTR2 OTR3

Elementary
High School
Unit

State Total

$ 289,173,760

223,918,912
939,083,008

$1,452,175,680

$ 300,530,176
223,918,912
987,549,952

$1,511,999,040

$ 298,401,024

223,918,812
985,853,696

$1,508,173,632

$ 301,302,528

223,918,912
989,596,928

$1,514,818,368

Tables 6 and 7 show the effects of the income weightings on the estimated

claim and fully funded state aid per TWADA by district type and by community
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type. For elementary school districts, the per capita income weighting (0TR3)
caused the largest percentage increase of state aid: 2.56 percent for 1975-76
estimated claims per TWADA and 4.19 percent at full funding. For unit districts,
the largest percentage increase of 1975-76 estimated state aid claim per TWADA
was caused by the grouped weighting of median family income (OTR1). The per-
centage increase was 3.39 percent over the one for non-weighting. However, if
fully funded, the per capita income weighting (0TR3) gave unit districts the

largest percentage increase in state aid, i.e., 5.38 percent.

Table 6

Estimated State Aid Claim per TWADA with an Income Wefghting
as a Percentage of 1975-76 Estimated Claim per TWADA
with No Income Weighting

0TR - 0TR1 QTR2 0TR3
Elementary $496.82 102.31% 101.81% 102.56%
Unit $525.43 703.39% 103.12% 103.38%
Elementary Districts
Suburbs $501.46  101.07% 100.73% 101.27%
Independent Cities $498.52  111.11% 109.37% 111.56%
Rural Areas $468.47 105.69% 104.79% 106.15%
Unit Districts
Central Cities $553.69 100.747% 100.44% 100.11%
Suburbs $558.95 102.33% 101.90% 103.26%
Independent Cities $501.97 110.13% 109.91% 110.54%

Rural Areas $431.65 108.79% 108.81% 109.52%

Tables 6 and 7 also reveal the effects of three income weightings on the
diétribution of state aid among the different types of communities. With regard
to elementary districts, if the per capita income weighting (0TR3) was used in

the forumla, the percentage increase of 1975-76 estimated claim was the highest:
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1.27 percent for suburbs, 11.56 percent for independent cities, and 6.15 percent
for rural areas. Fully funded state aid to these districts under the per capita
income weighting (OTR3) increased 1.93 percent for suburbs, 17.89 percent for

independent cities (which is a little lower than that under the grouped weighting

of median family income), and 21.19 percent for rural areas.

Table 7

Estimated Fully Funded State Aid per TWADA with an Income Weighting
as a Percentage of That with No Income Weighting

OTR OTR1 OTR2 0TR3

Elementary $551.54 103.92% 103.19% 104.19%
Unit $594.00 105.16% 104.98% 105.38%
ETementary Districts

Suburbs _ $558.22 101.49% 101.06% 101.93%
Independent Cities $540.52 119.81% 116.57% 117.89%
Rural Areas $518.38 111.82% 110.36% 121.19%
Unit Districts

Central Cities $648.43 107.29% 100.85% 100.60%
Suburbs $608.89 103, 05% 102.64% 104.40%
Independent Cities $539.85 115.11% 115.21% 116.06%
Rural Areas $466.20 114.81% 115.33% 116.54%

For unit districts, the findings for estimated claim and full funding are
consistent. For central cities, the greatest percentage increase in state aid
for the estimated claim and at full funding was caused by the grouped weighting
of median family income wejghting (0TR1): 0.74 percent and 1.29 percent, re-
spectively. As for the other types of communities, the per capita income weight-
ing (OTR3} caused the largest percentage increase of estimated claim: 3.26 per-

cent of suburbs, 10.54 percent for independent cities, and 9.52 percent for rural
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areas. If state aid was fully funded, these communities would alsoc benefit the
most from the per capita income weighting {OTR3): 4.4 percent for suburbs, 16.06
percent for independent cities, and 16.54 pefcent for rural areas.

Tables 6 and 7 also reveal that the percentage increase in state aid to
elementary and unit districts in independent cities and rural areas would be
much higher than that for these districts in central cities and suburbs. This
findfng reflects the fact that districts in independent cities and rural areas
have a much lower median family income or per capita income than do districts in
central cities and suburbs, as shown in Table 8. These lower income levels,
together with lower operating tax rates, resulted in a very high percentage

increase in state aid to districts in these communities.

Table 8

Averages of District Ability and Effort Measures
by Community Type

Central Independent Rural
City Suburb City Area
1973 Operating Tax Rates
Elementary 1.869 1.429 1.394
High School 1.720 1.332 1.437
Unit 2.456 2.600 2.323 2.275
Median Family Income
Elementary $13,896 $9,152 $9,320
High School $13,343 $9,105 $8,883
Unit $10,186 $11,228 $8,971 $8,606
Per Capita Income
Elementary | $4,147 $2,849 $2,810
High School $4,038 $2,814 $2,730

Unit $3,295 $3,366 $2,808 $2,700
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Effects on Reduction of Expenditure Variation

Table 9 presents coefficients of expenditure variation for different in-
come weightings. The coefficients of variation for all three weightings are Tow-
er than those for non-weighting. This indicates that the income weightings would
have the effect of reducing expenditure variation.

Among the three weightings, per capita income weighting (0TR3) produced
the Towest coefficients with one exception. The exception was for expenditures
with full funding of elementary districts. In this case, the grouped weighting
of median family income (OTR1) resulted in a slightly lower coefficient than the
per capita income weighting (0TR3). However, the difference was not significant.
Therefore, it can be concluded that the per capita income weighting (0TR3) would

be the best weighting in reducing the variation of expenditures.

Table 9

Coefficients of Variation: Estimated
1975-76 Expenditures per TWADA

OTR OTR1 0TR2 0TR3

With Estimated Claim

Elementary 30.95 29.58 29.77 29.53
Unit 13.31 12.47 12.47 12.44
With Full Funding

Elementary 29.79 27.59 27.91 27.60
Unit 13.66 13.41 13.42 13.39

Effects on Fiscal Neutrality

Table 10 displays the coefficients of regression for all of the three in-
come weightings. The coefficients of regression for the three income weightings

were lower than those for non-weighting, if the estimated claim was included in
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computing estimated expenditures. The coefficients for both elementary and unit
districts were the lowest, if the per capita income weighting was used. This
indicates that the per capita income weighting is the best weighting among the
three studied income weightings to move toward fiscal neutrality. If state aid
was fully funded the data in Table 10 also show that the per capita income weight-
ing was still the best weighting to achieve fiscal neutrality for elementary dis-
tricts. As for unit districts, it was found that the coefficients approached zero
{(which indicates complete fiscal neutrality) and then became negative. These
negative coefficients reflect compensatory effects. The higher the negative
coefficients, the higher the compensatory effects. The per capita income weight-
ing had the highest compensatory effects. Therefore, the per capita income
weighting was the best weighting to move toward fiscal neutrality for both ele-
mentary and unit districts and to have compensatory effects on unit districts

with full funding.

Table 10

Coefficients of Regression

0TR 0TR1 0TR2 0TR3
With Estimated Claim
Elementary 0.1105 0.0852 0.0876 0.0832
Unit 0.0756 0.0383 0.0384 0.0367
With Full Funding
Elementary 0.0700 0.0147 0.0190 0.0137

Unit 0.0159 -0.0581 -0.0591 -0.0636
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Sumary of the Findings

Among the three income weightings, the per capita income weighting
{OTR3} would be the best weighting in terms of the numbers of school
districts and ADA that would experience an increase in operating

tax rate. The per capita income weighting (OTR3) caused an increase
in operating tax rate for purposes of computing state aid in 40.22
percent of elementary districts (or 181 districts) with 28.14 per-
cent of ADA and 75.54 percent of unit districts {or 331 districts)
-with 41.46 percent of ADA.

On the basis of the percentage of school districts reaching the max-
imum full-funding tax rates, which were 1.95 percent for elementary
districts and 3.00 percent for unit districts as of 1975-76, the

per capita income weighting (OTR3)} would be also the best among

the three income weightings. Under the per capita income weight-
ing (0TR3), the percentage of districts with the maximum full-funding
operating tax rates were: 35.33 percent of elementary districts with
52.97 percent of ADA and 41.21 percent of unit districts with 56.94
- percent of ADA. The changes in the numbers of school districts with
the maximum full-funding operating tax rates from non-weighting to
the per capita income weighting (OTR3) were: 92 versus 159 of ele-
mentary districts and 18 versus 183 of unit districts.

Among the three income weightings, the per capita income weighting
(OTR3) was the most favored weighting for elementary and unit dis-
tricts on the basis of the percentage increase in both per TWADA
estimated claim and fully funded state aid.

Among elementary districts, the per capita income weighting (0TR3)

was the most favorable to districts of all three types of communities--
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suburbs, independent cities, and rural areas--if the percentage
change per TWADA estimated claim was used as the criterion. If

state aid was fully funded, the per capita income weighting {OTR3)
was also most favorable to elementary districts in both suburbs

and rural areas. However, the grouped weighting of median family
income (OTR1) would be the most favorable weighting to elementary
districts in independent cities.

Among unit districts, districts in communities of all types except
central cities benefited from the per capita income weighting (OTR3)
in terms of estimated claim per TWADA. The grouped weighting of
median family income (OTR1) was of most benefit to unit districts

in central cities, although the percentage increase was not very
substantial. These findings are consistent with those based on

fully funded state aid per THADA. |

The data revealed a substantial percentage increase of per TWADA
estimated claim and fully funded state aid for both elementary and
unit districts in independent cities and rural areas in comparison
with the increase for districts in suburbs or central cities, regard-
less of which of the three income weightings was used.

The coefficients of variation revealed that all three income weightings
reduced.the variation of estimated expenditures per TWADA for ele-
mentary and unit districts, regardless of whether estimated claim or
fully funded state aid was used. However, the per capita income
weighting appeared to be slightly better than the other two income
weightings in reducing the variation of expenditures.

The coefficients of regression showed that all three income weightings

moved both elementary and unit districts closer to fiscal neutrality
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on the basis of either estimated claim or fully funded state aid.
Among the three income weightings, the per capita income weighting
{0TR3) appeared to be the best weighting to bring about fiscal
neutrality. Furthermore, it is important to note that all

three income weightings had compensatory effects on unit districts,
if state aid was fully funded. However, the per capita income had

the highest compensatory effects.

Conclusions
On the basis of these analyses of the data, it can be concluded that the
per capita income weighting {OTR3) could be a better weighting to be applied
to the operating tax rate than either the grouped weighting of median family
income (OTR1) or individual weighting of median family income (OTR2). If the
per capita income weighting {0TR3) used in this study were to be adopted, the
increase of the total estimated claim of state aid for 1975-76 would be $35
miliion more than the 1975-76 state total without income weighting. However,
if state aid were fully funded and the suggested per capita income weighting
(OTR3) were used, the increase from $1.452 billion, whibh is for non-weighting,
would be $63 million.
There are several advantages to weighting operating tax rates by income
as suggested in the study, which would include the following:
1. No penalties would be imposed on those school districts with
above-the-state-average 1ncbme, i.e., $3,498 for per capita
income and $11,096 for median family income. The practice
would be politically popular.
2. It wouid help the school districts in independent cities and

rural areas substantially, together with hundreds of school
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districts in other areas. The inclusion of income weightings
would increase the burden to the state by around $60 million
for full funding of the formula.

It would provide more opportunities for income poor districts
to fully participate in the state aid system. Data showed that
increase of the number of school districts with the maximum
operating tax rates for full funding were 67 elementary dis-
tricts and 165 unit districts if the per capita income weight-

ing was used in the ITlincis state aid system.
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SCHOOL BUSINESS MANAGEMENT POSITION PAPER

I11inois Financial Accounting Committee

Background

A subcommittee of the Il1linois Financial Accounting Committee was
appointed for the purpose of reviewing past recommendations of the Committee
or areas of concern and to identify those areas that are of principal and
continued concern. Members of the subcommittee included Mr. Dave Allen, Mr.
Donald Parker, Mr. Timothy McGree, Dr. Ray Lows, Dr. Creta Sabine, and Mr.
Ross Hodel. The subcommittee prepared the initial draft of the paper that

was adopted by the full committee on November 5, 1976.

Accounting, Reporting, and Financial Control

Accrual Reporting

The IT1inois Financial Accounting Committee in 1974-1975 and again in
1975-1976 has recommended that the State Board of Education and the I1linois
Office of Education initiate legislation that would move toward mandating
accrual reperting. The initial step in the process should be the development
of training material and programs to aid in the transition to accrual reporting.

Rationale. The accrual basis measures changes as changes occur rather
than awaiting the actual cash transactions. Since the accrual basis is a more
comprehensive basis of accounting, it increases the accuracy of measurement
&nd comparability. The accrual basis meets the standards set by the Associ-
ation_of School Business Officials, the Securities and Exchange Commission,
the Municipal Finance Officers Association, and the American Institute of

Certified Public Accountants. Standards for full financial disclosure include
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the accrual basis, which enhances bond and credit ratings. Bond attorneys and
consultants are now asking schools to provide accrual basis reports for a

clearer picture of district financial standing and worth.

Program Budgeting and Accounting

The I11inois Office of Education should establish a date at which time

all school districts in I1linois would be required to use the I1linois Program

Accounting Manual for Local Education Agencies.

Rationale. Over the past four years I1linois has invested thousands of
dollars in the development of the new accounting manual. At the present time,
nearly 30 percent of the school districts in I11inois use the new accounting
system. It has proven to be a better tool for management information and should
be implemented in all school districts. It is also very inefficient to operate

two accounting systems at the state level.

Food Service Essential Cost Accounting

The Iliinois Office of Education should move with all de]iberate speed to
develop such materials and training programs as may be necessary to enable local
education agencies to compiy with the U.S. Department of Agriculture's instruc-
tions on food service essential cost accounting.

Rationale. The U. S. Department of Agriculture has indicated that these
guidelines will be mandatory. School districts need to identify accurate and
full costs to ensure proper management and reimbursement of the food service

progran.

Fiscal Year Change

The State Board of Education should initiate legislation to establish a

fiscal year beginning on September 1 and ending August 31 for I11inois schools.
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Ratioha]e. The recommended fiscal year would be more compatible with
school operations and with receipt of tax revenue within the appropriate fiscal
year. Also, the change would enable boards of education to have a better idea

of the availability of state funds for budget preparation.

School Business Management Practices

School Management Unit

It is recommended that the Il1linois Office of Education institute a School
Business Management Services Unit to provide assistance to school districts in
the areas of school business management. Some needed areas of assistance are
the following:

1. Administrative management reviews.

2. Special services in the areas of purchas1ng, accounting, budgeting,
financial planning, insurance, food services, maintenance of plant,
warehousing, and transportation.

3. Development of pubiications on school business management.

Rationale. School districts in I1linois need expertise that.wi11 give
consistent and enlightened advice, direction, and coordination of school manage-
ment practices. It is anticipated that this division would bring a consistency
of good management practices throughout the state. California and New York
have such programs, and they are successful in achieving good business manage-
ment goals in their respective stafes.

It'is suggested that the I1linois Office of Education give high priority
to the above recommendation, but the recommendafion is not necessarily intended
~ to be interpreted as creating new positions. It is suggested that the I1linois
Office of Education take inventory of its existing personnel and consider

possible reassignments.
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Consolidation of Funds and Tax Rates

The State Board of Education should initiate legislation to reduce the
number of funds and tax rates to three: a general fund, a facilities and equip-
ment fund, and a debt service fund.

Rationale. In 1972 Governor Ogilvie created a School Business Management
Task Force that studied the feasibility of consolidating the different funds
and tax rates in existence in I11inois. The Task Force recommendation is as
follows:

Reduce to three the number of accounting funds now required or
permitted by practice. An unnecessarily large number of funds
are maintained by various districts throughout the school system.
These separate funds include educational, building, bond and
interest, transportation, municipal retirement, site and con-
struction, working cash, rent, activities, capital improvement,
capital asset, textbooks, playground and recreation, lunchroom,
Model Cities, elementary and secondary monies, special income
funds, rehabilitation bonds, and plant operation and maintenance.
These are either required by Taw, by state accounting procedures,
or by local edict. A consolidation into a General Fund, Facil-
ities and Equipment Fund, and a Debt Service Fund would serve

all valid accounting, reporting, and control programs as well as
simplify clerical procedures, records, and reports.

The Financial Accounting Committee is in general agreement with the task force
recommendation, and we would urge the initiation of legislation to accomplish

consolidation of funds and tax rates.

Working Cash Fund

The State Board of Education should sponsor legisiation that would clarify
the use of the Working Cash Fund by school districts in I11inois.

Rationale. The present practice ranges from non-use because of misinter-
pretation of the statutes, to proper use, to abuse. The method in which this
fund is being used by a specific school district depends upon legal opinion
received by the school districts. Standardization, clarifying the intended

use of this fund, is needed.
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Economy and Efficiency in School Operation

Current Categorical Funding/State Grants

It is recommended that the state provide current funding for mandated
programs.

Rationale. It is unreasonable to expect school districts to provide
necessary funding for mandated programs under the tax limitations and inflation-
ary costs that detract monies from the basic operation of the school system.

In many instances school districts must borrow to establish newly mandated

programs.

Increased Speed of Cash Flow from Comptroller’'s Office to Local School Districts

It is recommended that procedures be established wherein state aid pay-
ments may be transferred on a more direct and less time consuming basis to
designated depositories of the respective school districts in IT1l'inois. Legis-

lation should be sponsored to amend Section 3-9 of The School Code of I11inois

to require Regional Superintendents to make immediate distribution of state aid
monies.

Rationale. The interest Tost to the school districts from the state
aid payments are disbursed from Springfield until the time the payments are

received by the school treasurer may be up to $40,000,000 a year.

Provision for Early Distribution of Taxes

it is recommended that the payment plan for local property taxes be
changed to permit school districts to receive the first half of their current
tax levy on an estimated basis no later than March 1 of the fiscal year. This
practice is presently used in a number of counties, and we would urge the State
Board of Education to initiate legislation requiring early distribution in all

counties.
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Rationale. This change would permit school districts to reduce the monies
that they would normally have to borrow; it would coincide with the recommended
change in the fiscal year; it would facilitate reporting; and it would help in

future financial planming.

Amend the Requirement for Annual Publication

It is recommended that the required annual Statement for Publication be
modified to make it less expensive and more meaningful. The State Board of
Education should appoint a study committee composed of school and newspaper
personnel to recommend Tegislation revising the statement.

Rationale. The current format and reporting requirement is somewhat
meaningless, does not actually report the operational costs of the district, and
is expensive both in time required for preparation and cost of publication. It
is estimated that the current requirement costs I1linois school districts over

$1,000,000 per year.

Provide Tax Exempt Status for Local Districts

Iilinois school districts are exempt from most taxes although they continue
to pay certain municipal taxes. We urge the State Board of Education to initiate
legislation exempting schools from such taxation.

Rationale. Currently, some schooT districts in the state are encumbered
with a local utilities tax that could amount to over $5,000,000 on a statewide
basis. It is suggested that school districts be exempt from this and any future

taxation of this type.

Change of Status of Township Treasurer Concept

It is recommended that accounting functions in the Cook County school
districts, performed on behalf of the districts, be assigned to those districts.

Legislation initiating this change should be developed.
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Rationale. The accounting functions are fragmented and performed by town-
ship treasurers, the City of Chicago treasurer, and/or staff members of Tocal
districts. Confusion in duties and responsibilities resuits in duplication of
effort and inhibits the development of adeguate accounting, auditing, and

internal control procedures.



- STATE REVENUES FOR EDUCATION

Walter F. Lindberg

Introduction

Every year federal, state, and local governments spend over $45 billion
on the business of education in Americé. This represents slightly less than
5 percent of the Gross National Product. Over two and one-half million
teachers, administrators, and other personnel work to.provide education for
about 50 million students. 1In I1linois, state and federal appropriations for
our 2,200,000 students exceed two billion dollars. Local school districts add
an amount nearly equal to state and federal expenditures.

The business of elementary and seéondary school finance merits consider-
able attention in I11inois. Approximately one-fifth of the state budget is
devoted to the common schools. Many studies and recommendations, involving
prominent government officials, business Teaders, and academicians, have pro-
posed various methods to finance I111nois schools. In spite of, or perhaps
because of, all fhe effort put forth in the school finance area, I1linois re-
lies on a complex and often confusing set of options, alternatives, and special
factors to distribute state dollars to Tocal schools

The 1976 IT}inois School Finance Study once again brings together repre-
sentatives of government, business, education, and other fields to address the
issues that will face the state and_its approximately 1,000 local school dis-
tricts during the next five years. One of the most critical issues is the topic

for this paper: state revenues for education.



Lindberg/30

The National Educational Finance Project, undoubtedly the most exhaustive
school finance study ever undertaken, provided a very simple, but accurate,
framework for all school finance studies. "The business of education brings us
immediately to the probiem of financing such a vast enterprise and to two very
basic and important guestions:

1. Where do you get the money needed for education?

2. How do you allocate it equally after you get it?"!

This paper deals solely with the question of where we get the money. It
attempts to answer the following four basic questions:

1. What are the strengths and weaknesses of our present system

for getfing money for education?

2. How much money for education should we expeét during the next

five years?

3. Are there any other ways to get money for education?

4. Will the federal government come to the rescue?

The study of schod} finance, in IT1linois and across the nation, has under-
gone significant changes in emphasis during the last decade. During the 1960s
and early 1970s IT11inois and many other states implemented state income taxes.
To a greater or lesser extent, new revenue from the state income tax increased
the amount of state revenue for education. A resultant issue in the school
finance field has been how to allocate the new revenue. Since the one-time
revenue windfall of the income tax has been absorbed by inflation and general
"cost-creep" and the fact that there are no potential new sources for major
state revenue increases, school finance experts are beginning to shift their
focus. It is safe to predict the fiscal situation for the next several years
will cause the schdo] finance field to concentrate its efforts more on how and

where to get money for schools, rather than on how to distribute it.
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Revenue Sources in I11inois

The current system for generating revenue at the state level is made up
of a large number of sources, several of which cannot be considered taxes.
Table 1 below illustrates that 63 percent of state-generated revenue in Fiscal
Year 1975 was derived from the income tax (corporate and personal) and the
sales tax (Retailers’ Occupation and Use Tax). In its third year of existence

the income tax surpassed the sales tax as the major state revenue source in

I1tinois.
Table 1
State Revenue-Fiscal Year 1975
(mi1lions)

Source Amount Percent of Total
Income Taxes (Gross) - $ 1,580 32.5%
Sales Taxes 1,482 30.5
Motor Fuel Tax (Gross) 392 : 8.0
Public Utility Taxes 246 5.1
Cigarette Taxes 171 3.5
Liquor Gallonage Taxes 78 1.6
Inheritance Tax (Gross) 77 1.6
Insurance Tax and Fees 62 1.3
Horse Racing Taxes and Fees 63 1.3
Corporate Franchise Tax and Fees 26 .5
Motor Vehicle Fees and Operators

License Fees 300 6.2
Interest on State Funds and Investments 113 2.3
Lottery 98 2.0
Other Taxes, Fees, and Earnings 169 3.5

Total $ 4,856 99.9%

Source: Illinois Budget, Fiscal Year 1977.

It is jmportant to note that, aside from the income and sales taxes, the
two next largest revenue producers, the motor fuel tax and the motor vehicle

fee and operators license fee, are earmarked for purposes cother than education.
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0f the $4,856 billion in Fiscal Year 1975 state revenue shown in Table 1,

only $3,910 billion was actually available for the General Revenue and Com-

mon School Funds. Tab1e 2 shows state revenue available for the schools.

Table 2

General Revenue and Common School Funds Revenue

Fiscal Year 1975

(mi1lions)

Source Amount Percent of Total
Income Taxes (Gross) $1,580 - 40.4%
Sales Taxes 1,483 37.9
Public Utility Taxes 242 6.2
Cigarette Taxes 158 4.0
Liguor Gallonage Taxes 78 2.0
Inheritance Tax 76 1.9
Insurance Tax and Fees 60 1.5
Corporation Franchise Tax and Fees 26 i
Interest on State Funds and Investments 95 2.4
Other Taxes, Fees, and Earnings 112 2.9
Total $3,910 99.9%

Source: Il1linois Budget, Fiscal Year 1977.

Strengths and Weaknesses of the Income and Sales Taxes

There are three basic strengths of the state income tax in I11inois:

It is proportional, those corporations and individuals with

higher current income paying more than others.

It is elastic, the yield increasing as the economy grows.

It is relatively easy to administer, especially with its flat

rate and limited loophole characteristics.

The income tax, when considered as part of the overall state-local tax

package in I11inois also meets another important test of a good tax system.?

Because the total tax burden in I11inois is almost identical to the national

average tax burden, measured in terms of total taxes as a percent of per capita
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income, the I1linois tax system does not alter normal economic behavior., Com-
paring the I11inois tax burden to that of neighboring states, there is Tittle
reason for corporations or individuals to cross state lines due to excessive
tax burdens.?

Even though forty-four states are employing the income tax in one fashion
or another, there are several negative aspects to the income tax, especially
as it is structured in Il1linois:

1. Elasticity, a plus factor during periods of economic growth,
becomes a weakness during periods of economic depression.

2. It is relatively easy, and therefore politically tempting,
to legislate loopholes into the income tax, making it less
equitable and more complex. This is certainly the case with
the federal income tax.

3. The constitutionally mandated flat rate and eight-to-five

corporate-personal rate ratio mitigate against much of the
income tax's potential for yielding additional revenue.

In favor of the sales and use tax as constituted in I1linois, it is easily
and cheaply administered. While not as elastic as the income tax, its growth
does tend to keep pace with overall economic growth. In contrast to the in-
come tax, the sales tax does not respond nearly as drastically or rapidly to
a declining economy, making it more stable and reliable than the income tax.

There are three major shortcomings of the sales tax as employed in Illinois:

1. It is regressive relative to income. Because fcod and medicine

are not exempt from the sales tax in I1linois, it takes a larger
share of the poor's income than it does for wealthier citizens.

2. 1t tends to alter economic behavior in that the I1Tinois sales

tax rate is higher than that of several neighboring states,
making those states more appealing to retail businesses.

3. Given the above, there is limited potential for dramatically
increasing the sales tax yield."
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The Major State Tax Sources and the Property Tax

While a review of the local property tax is outside the scope of this effort,

two observations should be made about the relationship among the three major

school revenue producers. First, to replace the property tax's annual yield

of slightly less than two billion dollars would require a sales tax rate of

11 percent, or an income tax rate of 10 percent for corporations and 6.25 per-

cent for individuals.S Second, the mixing of these three prinéipal sgurces

of revenue complement each other in terms of economic stability and growth
predictability. The continued steady growth rate of the property tax and the
inability of the income or sales taxes to replace it mean that these three

major revenue sources will be with us for a long time.

Projecting State Revenue Growth Over Five Years

An examination of the several revenue projections made by state agencies
and private organizations shows significant disparaties. Moreover, these dis-
paraties tend to increase as the time period of the projections is extended
into the future. No state agency releases revenue projections for more than
two years. The General Assembly exercises its statutory responsibility to
estimate revenues through the I[11inois Economic and Fiscal Commission.

For exampie, a 1972 school finance study group attemped to project state
tax revenue growth for a period from 1973 to 1978. The Fiscal Year 1973-74
tax revenue increase was estimated at $186 million; the 74-75 increase was
projected at $198 million.® Actual increases were reported by the state Bureau
of the Budget to be $384 million and $322 million, respectively.” There was
a larger actual increase in the year when a smaller increase had been predicted
and a smaller actual increase in the year when a somewhat Targer increase had

been predicted.
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Even over shorter time periods, it has proven difficult to develop
accurate revenue estimates. In one year, from March 1975 to March 1876,
the Bureau of the Budget adjusted its 1975 sales tax estimate down by $53
million to match the actual figure. In a relative sense the estimate was
rather accurate, within three and one-half percent. However, the total yield
from State revenue sources in Fiscal Year 1982 may be approaching $8.5 billion.8
Three and one-half percent of $8.5 billion is $297 million, about equal to the
entire sales and income tax growth between Fiscal Year 1975 and 1976.

The above is by no means intended as a criticism of efforts at projecting
revenue growth. Rather, it is presented to demonstrate the caution with which

such projections should be used.

Economic Conditions and Revenue Projections

Fluctuations in world economic conditions further complicate the busi-
ness of making accurate state revenue projections, especially considering that
the major revenue source, the income tax, is the tax most sensitive to economic
changes. The 1974-1976 economic downturn, manifesting the combined forces of
rapidly rising prices and declining economic activity, has caused even greater
disparities to appear in revenue projections for Fiscal Year 1977 and future
years. The ranges of revenue projectioné illustrated by Table 3 below are
based on two general assumptions:

Economic stability, as evidenced by a decrease in the state's
unemployment rate and a slowdown in consumer price index in-

creases during 1976, will continue during the next five years.

The generally steady growth pattern of major state taxes will
continue at the same rate as during the mid-1970s.

Of course, 1982 dollars will have considerably less purchasing power than
1976 dollars, a factor which bears remembering when comparing today's costs to

a future year's revenue projections.



Lindberg/36

Finally, we should not make the mistake of considering revenue increases

as automatic increases in money for the schools. Recent history in I1linois

has shown welfare spending is increasing at a more rapid rate than school spend-

ing.
Table 3
State Revenue Projections 1977-1982
(Dollars in Millions)

Income Tax Sales Tax Total Increase
Year Low-High Low-High Other Low-High Low-High
1977 $1852-1933* $1744-1842 $1880 $5476-5655
15878 1967-2135 1874-2020 1957 5792-6106 $316-451
1979 2144-2412 2023-2270 2031 6198-6713 406-607
1980 2347-2737 2195-2545 2122 6664-7404 466-691
1981 2570-3106 2381-2852 2228 7179-8186 515-782
1982 2814-3525 2583-3190 2357 7749-9067 570-881
Note: Other taxes and revenues represented in this table are those

enumerated in Table 1, supra.

*1977 Income Tax and 1977 and 1978 Sales Tax include accelerated
payments.

source for education.

Other Ways to Get Money for Education

"There are no major unused tax sources! Not all sources
are used in every state, but it is 1ikely, in view of
heavy demands for revenue, that all states will use all
major tax sources in the immediate future. Thus, it would
seem more productive to concentrate on improving the
yield of existing tax structures rather than to search
for new sources."? :

There is almost nothing new under the sun in the way of a new revenue

But there are several possible ways to increase the
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amount bf state money available for the schools, none of which are signifi-
cant in themselves, but which, as a group, could amount to more than $200
million annually in new money. Of course, any legislature that would attempt
passage of a great number of special interest taxes and rate increases of
current taxes would guarantee its early demise.

There are really very few ways in which we can get more state revenue
for education, or for any other governmental program:

1. Raise tax rates, decrease exemptions, or reduce administrative
costs and avoidance opportunities.

2. Allow different levels of government to share in the levy of

existing taxes; federal property and sales taxes, state property
taxes, and local income and sales taxes are examples.

3. Impose a package of minor taxes that will have a significant

revenue impact when taken collectively. These can supplement
or supplant existing taxes.

Table 4 lists a number of previously researched minor revenue producers
and comments on their yield if implemented in ITlinois. Much of the content
is taken from the report of the Governor's Revenue Study Committee of 1968-
1969.

Inheritance taxes, insurance taxes, reductions in tax exemptions, utili-
ties taxes, commodity transfer taxes, and the value added sales tax have all
been considered and rejected in I11inois. While none has potential approaching
the scope of our major tax sources, these nonetheless would be worthy of further
study.

Two noted economists have suggested that an extension of the sales tax
to cover services, particularly financially related services, may be the best
area for ITlinois to consider for increasing tax revenues. They expect sub-

stantial growth in the financial services industry in Chicago, resulting from

Chicago's expanding role in international finance.1i0



Table 4
Potential Sources of State Revenue
(Dol1lars in Millions)

Type of Tax

Services-Related Extensions of Sales Tax Coverage

Admissions to athletic and cultural events
and exhititions

Beautician, barber, and other similar
personal services

Photography, printing, and other
related services

Fabrication, renovation, remodeling,
and similar services

Property-Related Extensions of Sales Tax Coverage

Rental and lease of tangible property
Private sale of motor vehicles
Repair and alteration of real property

Reduction in exemptions for religious
and other exempt property

Taxes on the Purchase of Non-Essential Items

1.25 percent point increase in the hotel-
motel tax rate '

3 cents per package increase in the
cigarette tax rate

20 percent increase in other tobacco
product taxes

33 and 1/3 percent increase in the
1iquor gallonage tax rate

Total Estimated Yield
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Estimated 1976 Yield

$ 15
10
13
50
38

13
25

37

55

20

$ 277 million
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Other State Receipts

University tuition, receipts from state institutions, and revolving fund
receipts are among several items that are not taxes and do not, in the strict-
est sense, generate revenue for the state. However, if a result of their col-
Tection would be to make more money available for the financing of local schools,

these receipts should also be studied.

The Future of Federal Support for Education

Federal support for all state-local government activities has doubled as
a percent of total federal-state-Tocal revenues over the last 20 years. During
that same period it has increased in amount from over $3.0 billion to in excess
of $45 billion, a fourteen-fold growth. However, federal support for local
schools, expressed as a percent of total support has declined siightly in the
past five years.!! The important point here is not the numbers themselves, but
the trend they represent. Support for local schools, as a percent of the total
federal budget, has barely held even, and by some measures has actually declined,
during the past five years.

Since federal funds comprise less than seven percent of total state-
Tocal-federal expenditures for education in I11inois, their increasing or de-
creasing would at first seem to have relatively minor impact on school finance
in the state. But because of the concentration of federal funds in several
key areas of our educational delivery system, their reduction can have drastic
consequences for I1linois schools. Programs for economically disadvantaged
students, bilingual students, and children with other special needs rely

heavily on federal funds to carry out their functions.
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It has been proposed by one presidential candidate that federal support
for education be increased from the national average of 11 percent to approx-
imately 30 percent of total federal-state-local outlays for local schools.
Given the many other federal fiscal requirements, this seems unlikely. One
course the state can actively pursue, and to Some extent it is already working
in the area, is to use effective administrative means to ensure that I1linois
gets its rightful share of federal funds for education and that future legis-

lation is beneficial to the state.

A Closing Comment

The locai property tax is the least popular of all taxes and the least
likely to be either eliminated or substantially increased. There are no new
state-Tevel tax sources waiting with a promise of substantial tax dollars for
_1oca1 schools. We will be fortunate if federal support remains stable rather
than decreasing.

How, then, are the money needs of the local schools to be met? How much
do the schools really need? Is it more worthwhile for the state to allocate
its ever more 1imited resources to welfare than to education? Should local govern-
ments be forced to make choices between public safety and good schools? Is the
ideal of free public education for all one we can no longer afford?

The field of school finance has its most important tasks and most diffi-
cult challenges waiting impatiently in the future for answers to these

questions.
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MEASURES 0F EDUCATIONAL NEED

“William P. McLure

Categories of Educational Need

The concept of need is applicable to every area of human activity to
denote a requirement to fulfill a worthy purpose. In education the pupil is
the unit for defining all needs relevant to his or her development.

The phrase "measure of educational need" has been used for many years
in state aid formulas to represent the method or procedure for determining
the amount of funds to be made available to operating districts from state
and federal governments. With few exceptions--notably Florida, Utah, and
New Mexico--most states have measures consisting of a general aid program
based on a simple count of pupils and supplementary categorical aids for cer-
tain special purpose programs. In some states the classroom or instructional
unit is used in the general aid formula, but in these instances the unit is
defined for a given number of pupils.

The I11inois finance plan is typical among the states. The measure of
need for the general aid formula is 1.00 for full-time pupils in average daily
attendance (ADA) in grades 1-8, 0.50 for half-day kindergarten pupils, and 1.25
for pupils in grades 9-12. The last weighting was introduced in 1969 at a
time when the average gross operating expenditure per pupil in these grades was
found to be 1.33 times the average in grades 1-8.

Categorical funds are based on the recognition, but not the measurement,
of extra costs of some programs for pupils with special needs. For example,

the educational profession has come a Tong way in the last thirty years in
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diagnosing the needs of pupils and grouping those of similar educational diffi-
culties into programs for special instructional methods to meet, insofar as
possible, atypical needs. Pupils with atypical needs cost extra money as com-
pared with "reqular" pupils.

There is no standard system of cost accounting in practice in I11inois to
reveal the per pupil cost in the various programs in special education, voca-
tional education, compensatory education, bitingual education, and gifted pupil
programs. An analysis of differential per pupil program costs was conducted by
McLure for the year 1973-1974 in twenty-three I11inois school districts.!

The programs for which total instructional costs were found are shown in
Table 1 with respective cost indexes for each full-time equivalent pupil {FTE).
In Category V, for example, programs had a cost index of 5.50, i.e., an average
cost per pupil of 5.5 times the cost per regular pupil in grades 1-8. To find
the index of extra costs in all special and vocational education programs, sub-
tract 1.00 from each total unit or index of need. Thus, the average extra cost
per pupil in this categqry was 4.50 times the average cost of each pupil in
grades 1-8.

Attention is called to the classification of special and vocational
programs into categories of resource intensity. These categories represent
instructional units. The four programs in Instructional Resource Category V
have an average of five pupils per full-time equivalent teacher, plus a high
propoertion of nonteaching supportive services working as a unit to meet the
pupils' atypical needs. These programs are listed according to predominant
classification as found in twenty-three I11inois school districts in 1973-1974.2

There are certain programs whose costs cannot be prorated feasibly to
instructional programs. These programs, listed in Table 2, are based on condi-

tions that provide their own measures of need for operation and evaluation of
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Table 1

Identified I119inois Programs and Cost Factors, 1973-1974

FTE Pupils Per Cost Index Per
FTE Teacher FTE Pupil
Regular Programs
A. Kindergarten .65
B. Grades 1-8 1.00
C. Grades 9-1Z ' -1.25
Special Education Programs
I.* Bilingual Education 16.0-19.9 1.45
Compensatory Education
Gifted Education
II. Educable Mentally Handicapped 12.0-15.9 1.90
I11I. Behaviorally Disordered 8.0-11.9 2.80

Trainably Mentally Handicapped
Educationallyv Handicapped
Learning Disabled
IV. Preschool Special Education 6.0-7.9 4.10
Multiply Handicapped
Physically Handicapped
Deaf
Hearing Impaired
Speech Impaired
Y. Blind 4.0-5.9 5.50
Partially Sighted
Brain Injured
Home-Hospital Bound :
Residential Schools under 4 Budget Approval

Vocational Education Programs

1.* Business and Personnel 16.0-20.0 1.56
Home Economics
II. Agriculture 12.0-15.9 2.19

Health Occupations
Trade and Industrial
Cooperative Work Study

*A11 special education and vocational programs were assigned to an instructional

resource category of I-VI for special education and I-VI for vocational education
based on cost factors established in the study.
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Table 2

Noninstructional Programs Requiring Categorical Funding

Program

Measurement Unit

Transportation

A. General--daily commuting to and from school

B. Special Purpose--

Number of pupils
and pupils per mile

(1) Handicapped pupils to and from school

(2) Pupils to and from vocational centers

Food Service

A. General School Population
B. Special Programs

Health Services

Rehabilitation

Subsistence

A. Orphans

B. Scholarships

€. Schools for Delinquents

Retirement Systems

Capital Facilities

A. Renovation

B. New Plants and Facilities

Number of pupils

Number of pupils
Number of pupils

Number of pupils

Defined Personnel

Pupil Population to
be served
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funding. Conseguently, these programs are excluded from the measure of re-
sources needed for instructional programs. Thus, measures of total educational
need can bhe consoTidated into (1) a comprehensive measure of instructional costs
and (2) a few categorical measures for noninstructional programs.

State and federal aids also might be classified into the same two broad
groups: (1) instructional costs provided through a general formula with pro-
gram weightings as indicated in Table 1, and (2} categorical funding of nonin-
structional programs Tisted in Table 2. This report makes no proposal for chang-

ing the present procedures for funding noninstructional programs.

Measurement of Instructional Costs

This section includes a description of a comprehensive measure of educa-
tional need for current operating expenditures of instructional programs for the
regular school year, excluding summer school, and an example of the procedure for
using the generated aid formula to compute the state aid for each school district.
This formula would incorporate all state and federal categorical instructional aids

into the present general state aid formula.

Definition of Terms

Several terms used in discussing measures of instructional cost are defined
below,

Instructional program. An instructional program is defined as an operational

entity of activities consisting of teachers, supportive services of administrators,
counselors, therapists, etc., and auxiliary services of clerks and custodians, the
operation of buildings, and miscellaneous expenses.

Instructional programs are classified into two broad groups: (1) special,
including special education, bilingual education, compensatory education, gifted

education, and vocational education, and (2) basic or regular, including all
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other areas of instruction and supportive services not designated as special
programs. The State Board of Education should have the responsiblility for
defining and approving a special program that would be included in this form-
ula.

Fyll-Time Equivalent Student. A full-time equivalent student (FTE) in

each approved program is defined in terms of full-time and part-time students
as follows:

1. A full-time student is one student on the active membership roll of

a given program or combination of programs, subject to attendance five days a
week with the minimum number of hours as required per day for the given grade
level and the standard number of days in the school year as prescribed by Tlaw.

2. A part-time student is an active member of a school program or com-

bination of programs who regularly attends less than the full day.

3. A full-time equivalent student is a full-time student, or a combi-
nation of part-time students in a special program or a combination of programs
that is equivalent to a full-time student. Full-time equivalency in combina-
tion of programs is the sum of fractions of a full-time equivaient membership
in each program equal to the number of hours per week for which the pupil is
a member, divided by the standard number of hours of the school day for the
given grade level.

4. A pupil in active membership is a pupil regularly attending, except

for illness or other extenuating circumstances, until withdrawal.

Instructional Resource Unit. An instructional resource unit is defined

as the aggregate of all teaching and supportive services that are directly asso-
ciated with instructional groups. The instructional unit is defined as the
range in number of pupils appropriate for teaching pupils diagnosed as having

particular personal and educational needs to be served within a given program.
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Weighted Pupil Units. The following procedure is used to compute the

annual, fiscal year measure of need, expressed as full-time equivalent pupil
units weighted for cost equivalency among respective instructional programs.

The basis for computing weighted FTE pupil units in the regular program should
be changed from average daily attendance (ADA) to average daily membership {ADM)
in the general state aid formula.

Step 1: Determination of Full-Time Equivalent Pupil Membership. For each

special and vocational education program approved by the State Board of Education,
the Tocal school district counts pupiis in the first full month of the school

year as the basis for computing FTE pupil units, instructional units, and

respurce units.

Step 2: Determination of Standard Cost Units of Instruction. Cost factors,

or indexes, are appTied to aggregate full-time equivalent pupil membership in
each approved program to determine the respective numbers of weighted FTE pupil
units. The scale of cost factors for special programs is shown in Table 1.

Computation of State Aid. The state has adopted the policy of allocating

state aid to districts for resident pupils. This practice is consistent with
the princip]e of Tocal districts responsibility for these pupils.

The amount of all funds--state, local, and federal--needed for pupils in a
given instructional program is determined at the site of instruction. While the
district of residence is credited with the measure of financial need, the district
or other enfity that operates the program receives the funds. Thus, there is a cash
flow that follows pupils in proportion to the instructional inputs of one or
more operational units.

The following procedure is used to compute the regular, special, and voca-

tional components of state aid.

Component 1: Regular Programs. Compute the total number of pupil units in

weighted average daily membership (WADM) as indicated in the first part of Table 3
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for all resident FTE pupils in each district regardless of classification by
program. These units will be applicable to the general formula for determining
the state aid for this component.

Component 2: Special and Vocational Education Programs. Determine the

Instructional Resource Category for each special program and compute the total
number of weighted FTE pupil units of all programs in each resource category.
Multiply the number of FTE.pupils allowed for each instructional unit by the cost
factor of the respective resource category and sum these results for all cate-
fories. This sum will be expressed in terms of FTE pupils weighted to the value
of 1.00 for basic programs in grades 1-8 for special programs in elementary and
high school alike.

Then, compute the number of extra weighted FTE pupil units for each resource
category as follows: subtract the number of FTE pupils (1.00 for each FTE pupil
in grades 1-8 and 1.25 for each FTE pupil in grades 9-12) from the number of
weighted FTE pupil units computed in the preceding paragraph. The results, summed
for all resource categories, wi]T be in FTE pupils weighted to the base 1.00 in
grades 1-8 and 1.25 in grades 9-12.

State aid will be allocated to special programs in two parts: (1) basic
program aid as computed in Component 1, and (2) the special aid for the extra
cost units essential tb the respective program. The amount of state aid for
extra costs would be computed as follows for each district for resident pupils.
Districts with grades K-12: For programs in elementary and high school, multi-
ply the number of extra weighted FTE pupil units by the average expenditure per
basic FTE pupil unit in grades 1-8, or by $1,260, whichever is larger. Districts
with only grades 9-12: Divide the number of extra weighted FTE pupil units by
].25 and multiply the result by the average'expenditure per basic FTE pupil,

or $1,575, whichever is larger.
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The amount of special and vocational state aid computed by this procedure
would be reduced by such amounts of special federal funds as might be applicable
to the respective programs as extra costs above the average basic programs. For
vocational programs, the amount allocated may not be less than the minimum re-
quired to match the federal funds.

Special attention is called to the provision in the computation of Compo-
nent 2 of state aid to base the extra costs of special and vocational
programs on $1,260 per basic elementary pupil, aﬁd $1,575 per basic unweighted
high school pupil. This provision is based on the assumption that the state aid
formula would continue to be computed at $1,260 per basic elementary pupil and
$1,575 per basic unweighted high school pupil.

If the extra compensation for the costs of special programs were to be
based on the average regular cost, which could be less than $1,260, districts
in regional cooperatives making the full effort to qualify at $1,260, would be
penalized. Since the state has mandated special programs, the foundation level
of $1,260 per pupil in WADM would be a Jogical base for computation of extra costs
of special programs. Furthermore, this provision would not decrease pressure on
districts to increase local effort to obtain the full benefits of the state aid
formula, nor decrease the relative position of expenditures for special programs
in those districts which have average expendifures above the foundation Tevel.

An example of the computation of state aid using the methodology described

above is contained in Table 3.

Program Cost and Evaluation

This section includes an example of a system of program cost analysis and
program evaluation which may be used to provide basic information for the periodic

modification of weightings in the state aid formula for the extra costs of special
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State Aid Computation for Sample District
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State Aid
Weighted Weighted FTE Weighted FTE
Program _ ADM Weighting FTE Pupils Minus ADM X $1,260
Basic
Prekindergarten 64,03 0.65 41.62 (22.471) $ 52,441.20
Kindergarten 394.87 1.00 394.87 497,536.20
Elementary 5,068.23 1.00 5,068.23 6,385.969.80
Secondary 2,952.60 1.25 3,690.75 738.15 4,650,345.00
8,479.73 9,195.47 715.74 $11,586.292.20
Special Education
Blind 25.00 5.50 137.50 112.50
Preschool 68.00 4,10
Physically
Handicapped 13.00 4.10
Deaf 23.00 4.10
(104.00) 426.40 322.40
Behaviorally .
Disordered 30.00 2.80
Educationally
Handicapped 402.00 2,80
Learning Disabled 123.00 2.80
Trainable Mentally
Handicapped 36.00 2.80
(591.00) 1,654.80 1,063.80
Educable Mentally
Hand1icapped 348.00 1.90 661.20 313.20
Speech Impaired 500,00 1.45 725.00 225.00
1,568.00 ' 3,604.90 2,036.90 $2,566,494.00
Vocational Education
Agriculture 51.00 2.19
Industrial 433.00 2.19
Cooperative Work
Study 193.00 2.19
(677.00) 1,482.63 805.63
Business 489.00 1.56
Home Economics 1,102.00 1.56 890.96
(1,591.00) 2,481.96
2,268.00 3,964.59 1,896.59 $2,389,703.40
16,764.96  4,649.23 $16,542,489.60
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and vocational programs. Seven forms for the collection and computation of
program cost information are given; these forms provide a system for the dis-
tribution of pupils and staff to programs, as is necessary for program cost
analysis.

The first five forms were used by McLure in the 1975 study of costs
and were developed in two previous projects.® The information provided by
these forms may be used to evaluate the credentials of personnel who pro-
vide instruction in various programs, to distribute the cost of personnel
and other expenses to programs, and to compute the cost of any special pro-
gram,

Special attention is called to Form VI, which was designed to show the
numbers of pupils distributed to any possible combination of programs. This
form permits collection of information on a format that can identify the prog-
ress of students from year to year. For exampie, as certain educational handi-
caps are remediated during the year, some pupils will appear in a lower category
of cost in the following year. Other facts can be easily discerned from use of
the forms, such as the extent of mainstreaming of handicapped pupils, the extent
of participation of handicapped pupils in vocational programs, and the distribu-
tion of pupil time between vocational and regular programs.

This basic information system can provide the local districts not only with
a system to record the progress of children among and through programs, but also
a systematic basis for the continuous evaluation of the nature of educational
opportunity afforded the youth of the district.

This comprehensive method of measuring educational needs provide a means
for allocating instructional costs across programs in the pubiic elementary and
secondary schools in Illinois. Allocated costs include the salaries of teachers

and of other support personnel, the costs of auxiliary services, and the cost of
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B.OT Zasic Day Sciwel Proprams - Grade
Level! ~  , Tetal et Salaries -
{ltes 3.01 minus items 4.00, 5.00,
6,00, and 7,000 . . .. .., .. . .
*Ztate totals, 1875-1576.



FORM ¥

PROCRAM COST COMPUTATION
fwlth Lilustration)

10.

11.

1z,

13.

14.

15.

16.

17,

Discriet Anvrown Year

1975

Special Frogran a. Title o

{and Vacational Education} b. Crade Level r-9

a. Yuzber of Puplls Envolled in Fropram {ADM) 195

{use 1/2 ADM for half-day Kindergarten)
b, Average fractional time of full-day spent .60

in Frogram.

fumber of FTE Fupils in Frogram 117

(ltenm 3a times JIb average fractiomal tinoe
of full school day spent in Pragram.}

Xuober of FTE Pupils inm Regular Propram 78

{ltem 3a ninus Item 4). Use nuzber of
puplls as a basis to deternline the nuwbers
of regular teachers in the program. Omit
thisz irex for vocational progrars.

Total Salaries

{Eased on
Kumber Districe
(FIE) Average)
Specfal Teachers iIn Program i15.0 51E3,825
{Including Vocatfonal Eduratiom)
Fegular Teachers in Progran 4.5 55,148
{Assigned to oumber of pupils (FIE) in Item
5 at average pupil-teacher ratio of the reg-
ular pregran in the distrier.) O=ic this
iten for vocational prograwms.
Total Teachers in the Fregram 19.5 238,573
Teral Academle Suppertive Staff . 5.78 66,242
{1} Toezl Adoinistrative and Supervisory 1.48 30,451
a. Assigned ) £.40 E,278
b. Frorated on per teacher basis from 1.08 22,211
school and district ceazral offices
{2) Counselors, psycholoniers, ssela)
wariters, librarians, theragists,
teacher ajdes, and others (separated
by groups =s illustrared fer admin—
iseracive and supervisory.) L.30 535,801
™

Auxiliary Services {Clevical, stenopraphic,
custodial, instrucrienal supplies, pther

aperaticnal expenses) Toral 529,318
(1) Assipned 4]
{2) Unassigned: prorated oo per geacher basis, 06,318
Tatal Expenditures 404 533
{3un of Item 8 plus Item § plus Izen 1G.3)

Cost per Pupll (am) In Special Fropram 2. 074

(Jivide Iten 11 by Iten da, for all prograzs
except vocational education)

a. Coast par Pupil in Regular Program, prades 1-8 981

b. Cost per Pupil in Repular Frograz,
Erades 9-12

Special Progran Cost Differential 2.12

(Divide Item 12 by Ite= 13a or 13b ag applicable.)

Vocazional Lducatien, Cost per Pupil FIE,
(Divide Itez 1k by Item 4.)

Progran Cost Differential per Vocakional FTE
(Divide ltem 15 by Item 13a or 13b as
applicable)

Procram Cast Dfffcreatial per Fupil (ADM)
Inrolled in Voraticnal Fropras
Add: {1} Average fractionzl full-day
FIL value of Vorational Frogram
Limes ltem 15, plus
{2) #verape fractionsl full-doy FIE
value in kepular Fresran tices
per Fuzil cost in Rerular Frofram
in prales as applicazle in lda
or 13b.
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FORM VI

FUPIL D{STRIBUTIéN AMONG PROGRAMS

CRADE LEYEL,

CapE

(Prepare duplicate coples as.nceded for designated grade levels}.

McLure/57

A

D

Code

_ha.

6.00
6.01
€.02
6.03
5.04
'6.05
6.06
6.07
€.03
6.0%
§.10
6.11
6.12
£.13
6,14
6.15
6.16
6.17

6.15
§.1%
6.20
6.2l
6.22
6.23
6.24

7.31
7.32
7.40

7.51
7.52

7.60
7.61
7.62

Prirary Prapram
Assipnment

]
Total No. Pupils Pri-
nary Assinnments

Ho. Pupils in Primary
Prosran Only

Yumber of Pupils Enrelled in fither Proarams

speeinl Program

Yocgtional Fropram

negular Propram

AN X _TIME _FIE

AM % TIME _FTE

Special Frograms
Pre-School. + « o « -
Multiply Handicapped. .
Physically Handicapped:
Daaf. . o = = = = = v «
liearing Impaired, . . .
Blind . o & v = = . b o=
Partial Seedng. . . - »
Languaga Development. .
Brain Injured . . .+ «
Hoze and liospital . »
Residenrfal . &+ « « - »
Social adjuse, School .
Ermotienally Disturbed .
Faoily Haladjusted. . .
BH .o v o o v v =~
THH & v v 6 e e e e

Educationally
Handiecapped . . 4

Learning Disahility . .
Speech Correctiom .
Compensatory (Title
Eilinguzl . . .
Gifeed. . . .

Sub-Total: -« - « + &
Vocational Programs . .

Agriculture Sub-Total:.

100 49

20

COOE _ADY £ TLIF

FTE

CODE  apii ¥ TIME FTE

CODE A4 X TINE TFTE

ome Economics
Sub-Totali. « -« + o = &

PRI

Trade & Industrial
Sub=Tatal:. - . & & 4

100 47

38 44

1z

Eusiness & Distributive
Sub-Total:. .

tealth Gccupations
Sub—Tofal:. « & . . . .

Sub-Torals:.

PR

sub-Total: . . . .
Fegular Programs
Pre-Kindergarten. . . .
¥indergarten. . . . . .
Grades 1-3 or Othct.__:
trades 9-12 or Other .
sub~Tetal:z. . . - . . .

CFAND TOTAL:ie 2 » ¢ v =

|
H

IRERRA R R R AR R RRR RN

e |un
=)
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FORM IV

SWRMARY OF ALL INSTRUCTIONAL EXPENSES
GRADE LEVEL CODRE
(Frepate duplicate copirs as needed for designated grade levels)

Auxiliary

Fixed Summary

Control, Instruc— Op. & Charges, Total Tatal Total Total Expenditure
Security, tional Mainkt. 50c. Seg. Auxiliary Academic Current Pupils Per Pupil
Item Clerieal Supplies of Plant Rativemem Expenses Salaries Expenses (FTE} FIE

1) (2} 3y (4} (5 _ (6} 7 {8) {9) (10)

3.00 Total Current Expenses other
than salaries In Secrion YII.

4.00 Pre-Kindergarten (Basic). . .

5.00 Kindergarten (Basic)., . . . .

6.00 Special Bducation & Related
Programs - Total: . . . . . .

6.0 Pre-Schaol. + . . . v . . .
6.02 Muleiply Handdcapped., . . . .
&.03 Physically Handicapped. . . .
6,04 Deaf. . . . v v s v v

6.05 Hearing Impaired. . . , + . .
.06 BIfnd & 4 w v v v 4 =+ v & v
6.07 Partially Seedng., . . . . . .

6.08 Languape Development. . , .

6.09 Braip Injured . . . 4 &+ 4 4

6.10 Home and Hespital . . . . . .
6.11 Residential . =« & 4 4 4 .
6.12 Social Adjust. School . . . .
6.13 Emotionally Disturbed . . . .
6.14 Family Maladjusted. . . .+ . .
L 2 1 e 751 an,522 2.2533 45,782 99,318 305,215 404,537 117 JZ,D?Q
L 1 1 ¢

4.17 Educationally Handicapped . »
6.18 Learning Disability . . . . .

6.19 Speech Correction . o 4 + «

6.20 Compensatory {Tizle I). . . .
6.21 Bilinpual, v 4 « o v & + + &
65.22 Gifred . . . .,
6.23
§.24

e w oo

7.00 V¥ecational-Techaical Fduca-
ticn Proprams Tekal: . . . .

7.10 Agriculture Sub-total: , , .
7.11 S e e e e
7.12

7.20 Home Econemics Sub-total:. .
7.21 s e e e e
7.22 S e e e

7.30 Trade and Industriai
Sub-total: « o & v 4 4 . . -

7.1 e e s
7.3z .

7,40 Business and Distributive
Submtortal: . . 4+ 4 4 4 . oe .

7.41
.42

ek 4 e e

7.30 Realth Occupations Sub-total:
7.51

7.52 Sub-totali- -
7.60

7.61
7.62

e

[}

8.00  Basic Day School Programs -
Crade Level . Total Net
Auxilairy - (Item %.00 minusg
itewms 4.00, 5.00, 6.00, and
T00h o w e e

Kote: Expenditures for Capital Outlay and related debt service; and trans-—
portation, feod service, and other peneral (public) services are excluded.
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FORM VII

GENERAL SUMMARY DF CURRENT OPERATING EXPENSES
{Excluding Capital Qutlay, Bonded Debt Service, and Summer School)
Fiscal Year
(Grades: K-12 3 9-12 ; K-8 )

I. Instructional Expenses
A. Salaries of Academic Staff
1. Teachers « -« « « v & v v v e e e $
{a) Regular . « « « « v v v ¢ s v v v v .
{b) Spegial . . . . . . . . .. .. ..
2. Nonteaching Supportive Staff . .

(a} Administrateors & Supervisors

(b) Counselors . . « ¢« v v v v ¢ 4 v = s
(c) Psychologists & Social Workers
(d) Librarians . . . . . <« .. .. . .
(e} Teacher Aides . . . . . . . . . . ..
(f) Other . . . . . .« « o o v v v v o™
3. Total Academic Sataries . . v « v = « o & 4 v & 2 0 s %

B. Auxiliary Services & Expenses
1. General Control, Security & Clerical . . .

2. Instructional Supplies &
Consumable Egquipment . . . « « + « + + . -

3. OCperation & Maintenance of Plant . . . . .

4. 0Qther-Health, Fixed Charges,
Social Security, & Retirement . . . . . .

5. Total Auxiliary Services & Expenses . . . . . . . ..
C. Total Instructional Expenses . . . . . . « « « - o o 4

II. Public Services
{General Services not allocated to Instructional Programs)

A. Transportation . . . + + &+ v v v v - o oL
B. Food Service (Gross Expenses minus

Earned Income) . . . . . . . - . . . 00 -
C. Rehabilitation . . . . . . . ¢ v o v« v o
D. Subsistence (Day-Care Progarms) . . . . . . .

E. Total Public Services . . . v = &« v v & = v« W -
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materials that can be identified with specific instructional programs. Those
services that cannot be prorated or identified with specific instructional pro-
grams, such as transportation, community services, and capital facilities, are
omitted.

These measures of need, identified as indexes, or weighted pupil units,
in each school district, were shown in Table 1. This measurement procedure is
an extension of the system of weighted average daily aftendance currentiy in use,
including weightings for pupils in special and vocational programs. All weight-

ings are related to the basic cost of pupils in regular programs in grades 1-8.

Estimates of Special Needs - 1975-1976 Data

Estimates of special instructional needs as computed by the pupil weighting
procedures described above were developed for all programs receiving special state
and federal categorical aid in 1973-1974. These estimates, based on 1973-1974
school year expenditures, were applied to the best available data for 1975-1976
for each school district and other operating entity in the state.

Special needs were defined as the equivalencies of extra weighted pupil
units. For example, using Table 1, the average instructional group of pupils
in speech development programs had a weighting of 1.45 compared to the weight-
ing of 1.00 for each instructional group of pupils in regular programs in grades
1-8. Thus, the average pupil in speech development received extra resources
equivalent to 0.45 pupil. If the average expenditure per regular pupil in grades
1-8 in the district was $800, then the extra expenditure per pupil for the special
needs of speech development was $360 (0.45 x $800). This weighting was found at
varying expenditure levels, i.e., the extra cost in a district with average ex-
penditure per regular pupil of $1,200 would be $540, or 0.45 x $1,200.

Table 4 shows the totals of extra weighted pupil units based on the 1975-

1976 data for seven special program categories. Kindergarten was designated for
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special needs even though there is no supplementary aid available at the pres-
ent time for kindergarten programs. Actual numbers of pupils generating ex-
tra pupil units are not shown in the table; totals of basic pupil units (WADA)
used in the general state aid formula are shown at the bottom of the table.
For example, all downstate districts have a total of 1,679,743 WADA. This
figure is based on the average daily attendance in the best six months, with
each kindergarten pupil in ADA counted as 0.5, pupils in grades 1-8 counted
as 1.00 and pupils in grades 9-12 counted as 1.25. In downstate districts,
the extra weightings for special needs amount to the equivalent of 333,673
pupil units in regular programs in grades 1-8. Since the overall weighting

is 1.20, the extra costs of special needs are 20 percent of the regular pro-
grams. Chicago, with an extra weighting of .53, has a much higher ratio of
special needs to regular programs.

" The estimated total of extra weighted pupil units for the state is
586,017, or 27 percent of the total WADA (2,153,522) used in the general
state aid formula. In other words, special needs for instructional pro-
grams and services above regular programs amount to 27 percent additional
expense. It should be emphasized that this extra expense is based on the
practice of diagnosing special needs and on the internal district alloca-
tions of resources for 1973-1974. There is evidence that special needs are
not being met fully, but there is no estimate of the ultimate cost of such
needs.

Table 5 contains a summary of estimated expenditures for special needs
in 1975-1976. The estimated expenditures for downstate districts $302,413,000,
is the aggregate of extra expenses obtained on a district by district basis.
The average instructional cost per pupil of $906 is multiplied by the extra
333,673 units given in Table 4 to obtain the estimated expenditure of $302,413,000

for special needs.
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The alternative of $1,260 is shown to illustrate the estimated extra cost
of special programs if all downstate districts had been spending $1,260 per reg-
ular pupil in 1975-1976. Only the alternative of $1,260 expenditure per pupil
is shown for Chicago, since the estimated actual amount per regular pupil is
$1,276.

These extra costs of programs and services for special needs may be com-
pared with amounts qf special supplementary state and federal aids currently
provided on a categorical basis. The weighting for special needs that is com-
puted from ESEA, Title I, eligible pupils is included in the column of special
state aids. This variable weighting of Title I pupils under the general state
aid formula is a revision of the former density correction for compensatory
programs of various types without specificity of targeting the funds.

Undér current procedures, special supplementary aids for downstate
districts amount to $145,226,000. This total is 48 percent of the estimated
expenditure of $302,413,000. Thus, the districts are drawing over half of
these extra costs from general funds (local and state). If all of these districts
were to be funded at the $1,260 per basic pupil in WADA level, then the special
aids would amount to only 35 percent of the estimated extra costs of special
needs programs. _

In Chicago the special state and federal categorical aids pius the weighting
based on Title I pupils amounted to $246,649,000 for 1975-1976, or 77.6 percent
of the estimated $317,954,000 spent for the extra costs of special needs proérams.

Over the whole state, special federal and'state categorical aids and the
weighting for Title I pupils amounts to 63 percent of the total extra costs of
special needs instructional programs and services. The other 37 percent,
$228,492,000, was drawn from general funds for these extra costs in 1975-1976.

In effect, then, the state average instructional expenditure of $1,059 per pupil
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in WADA was reduced $106 per pupil to provide the $228,492,000 for extra costs
of special needs programs. If the state had funded every district at the $1,260
per pupil in WADA foundation level in 1975-1976, the actual level of expendi-
ture would have been about $1,100 per pupil in WADA because an amount of $160
per pupil in WADA would have been needed to provide the deficit of $346,507,000
for the extra costs of specja] programs that were not met from special aids
($738,382,000 - $391,875,000 = $346,507,000).
| It is evident from the recent studies of special programs in I11inois

that the methods for funding do not reveal the true expenditures for these
programs. The estimates made of these costs reveal that there is a fundamental
problem in the financing of public education: a modern accounting system that
provides information on pupil and resource allocation is needed. Such a system
must provide sound methods of organizing and teaching students with variable
needs.

This report has presented such a system of cost analysis that provides
a reasonably accurate and workable method of estimating the extra costs of
programs for pupils with special needs. Pupil weightings for these extra costs
can be introduced into the current general state aid formula. Such a modifi-
cation to the present formula would accomplish the following:

1. The state would have a clearer picture of the financial

requirements_of meeting the special needs of students.
2. The state would have a better measure of the basic foundation
level of support.
3. These distinctions would provide a better basis for judging

the overall adequacy of financial support of the public schools.
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THE ABILITY-TO-PAY AND EQUITY:
AN ANALYSIS OF ALTERNATIVE MEASURES

Walter W. McMahon

In principle, income is generally regarded as a better measure of ability-
towpay.than real property value. It is important to cbnsider why this is so
because it is the main rationale for seriously considering including income
as a part of the measure of local ability-to-pay for school districts in the
state aid formula. Any shift toward a better measure of true ability also has

implications for the success of local tax referenda.

Unequal Treatment of Equals and Equity

The idea that "just taxation" must be based on ability-to-pay is rooted
in the most widely accepted principle of taxation, which requires "equal treat-
ment of equals."! In Elizabethan poor law, equality in the sense of equal
abi]ity-to-pay'was measured in terms of ownership of real property, appropriate
to the feudal, agrarian economy of the tihe. Since then the progress of in-
dustrial society has generated other sources df income that are now more impor-
tant overall, such as salaries (or income from human capital), interest, and
profits, as well as other types of financial assets. The result is that use
of real property as the sole index of ability-to-pay, and the objective of
flat rates in the property tax, results in unequal treatment of equals. The
procedure thereby fails to meet accepted standards of equity.

Beyond this, there is additional unequal treatment of equals because of
uneven assessment and lack of uniformity in valuation, resulting in different

tax burdens on persons owning equivalent amounts of property. Innumerable
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studies have shown this dispersion in assessments, even when efforts are made

by assessors to do a careful job.2

Measures of School District Capacity to Pay

The problem is to reconcile the fact that income is the superior index
of ability-to-pay with the fact that real property is the only tax available
to local school districts. That is, the problem is to come up with a solution
that not only meets generally accepted standards of equity more adequately,
but also is practicable.

Real property will remain the major local tax source for the foreseeable
future for the simple reason that real property cannot escape from local tax
jurisdictions and can be discovered by local authorities to a greater extent
than can other Tocal tax bases. Yet income per capita (or per taxpayer} is
the better measure of the school district's capacity-to-pay because it is the
best measure of the ability to pay of the individuals who comprise the district
and who pay the property taxes out of their income.3® The district is the same
as the individuals (and firms) who comprise it, irrespective of taxes, a philos-
ophy'he1d throughout the English-speaking world that goes back to John Locke
and to the concept of a socidl contract.

Districts with higher income and less valuable property currently receive
generous grants from the state, which, combined with the high actual Tocal
ability-to-pay, can lead to very high per pupil expenditures. This kind of
grant alsc wastes state funds. On the other hand, districts with Tow income
and with a heavier concentration of their assets in real property currently
receive smaller grants from the state. Because property taxes are paid out
of income, these voters will tend to resist vigorously higher property tax
rates because their low income must cover competing needs. The result is

mediocre schools. Somewhat higher property tax.rates are likely to be more
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acceptable in the higher income districts. Somewhat lower property tax rates
combined with improved state grants in the lower income districts would be
likely to reduce the current great inequality in expenditure per pupil among
districts in the state.

Income data are available for each school district from the 1970 Census,
and data are available for each year since then by county. The percent change
in income per capita in the county in which the school district is located
can be used to adjust the school district income from the 1970 Census to a
current basis until the next census. For the purposes of the formula, income
could be interpreted to include that fraction of the corporate income of those
corporations operating in each school district that corresponds to the fraction
of its property assessed in that district.“

Although this should be a sufficient measure of total income per district,
the U.S. Office of Revenue Sharing, located in the Internal Revenue Service,
now has annual income data by township that it will be publishing very soon.®
The combined sources provide a more accurate measure of the ability-to-pay of

each district than has previously been available.

Combining Income and Property

To combine income and equalized assessments of property into a single
measure of ability-to~pay, the present-value-of-total-resources approach is
conceptually correct and is convenient in that it is expressed in current
dollars. Its objective is to integrate current and estimated future earnings
and assets into one consistent measure of total resources, or total ability-
to-pay.

To convert annual income flows into wealth, the average age of persons
in the school district could be the starting point for obtaining the present

value of expected income per capita to age 65, including the income for the
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current year. The sum of current and expected income flows then could be
added to the full market value per capita of assessed property to obtain a
more comprehensive measure of wealth.

The concept of income involved is personal income before taxes--net
of rental income of persons, but including interest and profits--rather than
only wage and salary earnings. If earnings alone were to be used, financial
assets would have to be added to assessed property.

An alternative approach that should produce essentially the same result
is to use the full market value of assessed property per capita to purchase
an annuity that would produce an annual income stream through age 65. The
figure for current income from this conversion of real property into an annual
income stream could then be added to annual personal income (net of rental
income) to obtain a more comprehensive measure of ability-to-pay.

Using the present-value-of-total-resources approach, if the average age
of earning adults in each school district is 45, the ratios of the present
value of lifetime earnings to current earnings, assuming zero productivity
increase and a 15 percent discount rate, are given in Table 1.

As shown in Table 1, the measure of ability-to-pay in a school district
populated largely by whites who have an average of 13 years of education would
be approximately six times current per capita income, plus the full market

value of assessed property.
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Table 1

Ratios of the Present Values of Lifetime

Earnings to Current Earnings

Ratios at age 45

Whites Nonwhites
Elementary School Completed 5.91 5.58
High School Completed 5.98 5.48
College Completed 6.91 5.53

Source: U.S. Bureau of the Census, Technical Paper #16 {1967), annual data
discounted by 15 percent and adjusted for survival rates as computed
from mortality tables given in the Statistical Abstract.

The Local Contribution Based on Ability-to-Pay

Use of a combined measure of ability-to-pay gets away from any effort to
force local property tax rates to be equal among districts. Although Tower in
some districts and higher in others, the local effort, as measured by the tax
bill divided by the income of the district. should begin to move toward greater
equality among districts.®

There is already wide variation in the educational tax rates among dis-
tricts in_I]]inois, ranging at the widest extreme from 2.63 percent to .38
percent in elementary districts in 1974, a ratio of about 7 to 1. Shifting the
index of ability-to—pay partly to income, state aid would be increased to the
low income districts and reduced to the high income districts, and it would be
desirable simultaneously to introduce "circuit breakers" to protect the Towest
income families in those higher income districts. The higher tax rates cited

adversely affect lTow income families currently. With some shifts to unsing
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income as an index, tax rates could be expected to be relatively less in the
lTow income districts (where the state aid would be greater) and relatively
higher in the high income, low property districts.

Finally, since abrupt changes are undesirab]e,.income shoy]d probably
be given somewhat a smaller weighting in the combined income-property index
of the district's ability-to-pay than that implied above for the first few

years.
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1. Equal treatment in taxation was extended by John Stuart Mill to mean
equal sacrifice by each taxpayer. To interpret this, the usual solution for
purposes of policy formulation in a democracy is to proceed as if individuals,
and individual utility functions, were alike. (Lionel Robbins's nice state-
ment of this is: "I do not believe and I have never believed that in fact
men are necessarily equal or should always be judged as such. But I do
believe that in most cases, political calculations which do not treat them
as if they were equal are morally revolting." "Interpersonal Comparisons of
Utility," Economic Journal, Vol. 48, No. 4, pp. 635-41, December 1938.}

Using this approach gets past the problem of interpersonal comparisons of
utility and subjective utility, and translates the analysis into social
income. If then the objective of least aggregate sacrifice is chosen, not
because of equity but because of the basic principle of maximum happiness
for the society, this is the same as equal (marginal) sacrifice.

2. See, for example, D. Netzer, Economics of the Property Tax
(Washington, D. C.: The Brookings Institution, 1966).

3. The term "individuals" is used for brevity, but it is meant to
inciude corporations that also pay property taxes.

4. To be more precise, neutrality could be maintained by adding to -
income only that fraction of corporate income that is the same as that fraction
of total corporate property assessed in the school district.

5. Income per capita is part of the measure of Tocal capacity in the
federal revenue sharing formula.

6. The use of tax rates to measure effort is also less desirable because
the rates reflect bad assessments.



A COST-OF-LIVING INDEX FOR ILLINOIS
COUNTIES AND SCHOOL DISTRICTS

Walter W. McMahon and Carroll Melton

Although it is generally understood that prices of goods and services
vary from place to place in I11inois, there is currently no index for
measuring the differences in the cost of living required to (1) attain the
same level of satisfaction in different parts of the state, or (2) measure
changes in 1living costs in each place over time. There is no way, there-
fore, to estimate the size of differences in the real ability-to-pay of
taxpayers in different school districts,

The rapid increases in prices in recent years have put uneven strains
on taxpayers. To correct the inequity that results, the most Togical step
is to move toward a broader measure of wealth, one that gives appropriate
weight to income in addition to assessed real property, thereby achieving
an equitable measure of the true ability-to-pay Tocal taxes. A related
step in adjusting to the strains imposed by extraordinary price and prop-
erty value increases could be to adjust wealth by use of an appropriate
cost-of-Tiving index to obtain a more sensitive measure of iocal taxable
capacity expressed in real terms.

The objective of this study was to develop a cost-of-1iving index for
I11inois that could be used to appraise the size of differences in the
cost of Tiving among counties and school districts and could be used as
part of the development of a more comprehensive wealth index. It also

evaluated the rates of change in the cost of 1iving in each place over
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time. The objective, furthermore, was to develop methods for doing this
that were less expensive than costly direct sampling in each area and
methods that could be updated more easily as prices change.

The current state of knowledge on this subject is best summarized by
the U.S. Bureau of Labor Statistics's standard budgets.! Sherwood has
explored the effect of climatic differences on these measures of the cost
of Tiving, and Alonso and Fajans have explored the effect of city size.?
But the only major effort to extend cost-of-living measures from sampled
to nonsampled areas was a study by Simmons in Florida in which at consid-
erable cost ($240,000) prices were sampled in twelve counties and then
extended without budget weights to the rest of the state.?

A preliminary cost-of-1iving index for I11inois counties and school
districts was developed in 1976 by the authors.® Since that time consid-
erable additional work on this problem has made it possible to present
an improved economic model to be estimated and more efficient estimates,
which raised the percent of variation explained to over 94 percent. The
improvement in methodology also included use of more powerful simultaneous
equation estimating techniques. The paper concludes with a brief discussion
of the size and pattern of differences in the cost of living in different
parts of the state and of the relative changes in the cost of living in

each place over time.

The Cost-of-Living Index: The Concept

The most widely used measure currently available for comparing geo-
graphic differences is the cost of living, and the one used in this study
was the standard family budget prepared by the Bureau of Labor Statistics

(BLS) at an "“intermediate" Tevel of 1iving for a younger,
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"four-person family." The Consumer Price Index cannot be used because |
1t reports price changes over time within areas and does not reflect
differences in either current year or base year levels. Although BLS
standard budgets are reported for "Tower" and for "higher" standards

of 1iving, as well as for "retired couples,” it is the "intermediate”

budget for a "four-person family" that is more typical of inter-area
cost-of-1iving differences. It is available for forty metropolitan areas
and for four nonmetropolitan regions (i.e., shopping places with popula-
tions of from 2,500 to 50,000).

The standard family budget is defined as that market basket of
goods and services required to maintain the same Jevel of satisfacation.
The market basket is then priced by the BLS in each area. This market
basket, however, does not and should not contain a 1list of items that
have the same relative magnitude in each area. Instead, the objective
is to report the income required to maintain the same nutritional,
housing, and public service standards of living. For example, if heat-
ing costs are a larger fraction of the standard family budget in the
colder, more northern part of the state, equal increases in oil, fuel,
and electricity costs might be expected to Tead to Targer increases in
the cost of Tiving in the northern tier of school districts. A geogra-
phic price index differs from this in that it prices out an identical
1ist of items in each area and in this situation would not report any
differential impact on costs.

This cost-of-Tiving index also should be clearly distinguished from
a8 cost~of-education index. The fofmer is relevant to the taxpayers who
live in each school district and hence useful for adjustment of income

or wealth to real terms and to the achievement of equal treatment of
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equals (horizontal equity) on the tax side. For example, imagine that

a family of four in District 1 has an income of $12,000 and another fam-
ily of four in District 2 has an income of $10,000. If it is known that
the cost of living index is 120 in District 1 and 100 in District 2, both
families then have a "real” income of $10,000 and hence the same real abil-
ity to pay local school taxes. A cost-of-education index, on the other
hand, refers to the cost of things school districts buy. It is relevant
therefore -to the expenditure side, and, for example, to comparisons of
expenditures per pupil in real terms.

School districts do not buy exactly the same 1ist of items that fam-
ilies buy. But wages and salaries do constitute about 70 percent of school
district budgets, and school districts in the north are more affected by
fuel costs, as are northern families. Consequently, for use as a .cost-
of-education index, adjustments must be made for the fact that teachers
normally live in the same county in which their school district is located,
but not necessarily in the same school district, as well as for the fact
that fuel, paper, and custodial costs constitute a larger part in the total
school district budget than they would in the budget of an average family
of four. Until additional work adds these refinements, however, the cost-
of-living index for the county in which the school district is Tocated
(excepting only Cook County where a somewhat wider area should be used)
can serve as a reasonable first approximation of the real cost of educa-
tion and the real purchasing power of state aid for education.

In summary, the cost-of-Tiving index for each school district is
the one appropriate to the tax side and tax equity, whereas a cost-of-
education index {(for which the cost of Tiving by counties can serve as
a first approximation) is the one that is relevant to expenditures per

child and to the purchasing power of state funds in each school district.
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The Economic Reasans for Geographical Price Differences

There is considerable merit in relying on the BLS cost-of-living
studies as a starting point. They are a wideTy recognized national
source, with weighting schemes that are likely to be revised periodi-
cally based on the latest nutritional standards, the new 1973-1974
Survey on Consumer Finances budget studies, and other microeconomic
data. They can also be kept up to data by use of the Consumer Price
Index, which requires a large federal investment in collection of
price data at many pricing points around the country and which is
available on a consistent and continuing basis.

A way td extend the cost-of-Tiving index to areas not sampled
by the BLS is through research into the causes of differences in
prices, and differences in the cost of Tiving, among different places.
If the determinants are Timited to things for whichameasures are avaii-
able in a1l school districts and counties, then these determinants of
the cost of living can be used to predict the cost of 1iving in areas
within which price data have not been collected.

The price collection points in I11inois are Chicago, Champaign-Urbana
(for which Decatur is soon to be substituted), the area bordering St. Louis,
and (for nonmetropolitan areas) Anna-Jonesboro. To develop a prediction
equation, we expanded this sample to. include all urban and nonmetro-
politan areas for which the cost of living is reported in the North
Central Region.

Economic theory suggests that prices will be higher in (1) those
places where the demand for goods and services is higher and {2} where
as prices are bid up, the quantity suppiied fails for some reason to
respond. The situation is iliustrated in Figure 1 for food and other

items that can be shipped easily, and in Figure 2 for housing, where
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land costs and climate intercede as relatively unresponsive limiting fac-

tors.
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Fig. 2 Housing Prices

for both kinds of products is high-

er, having risen from D,D, o D,D, at some time in the past due to larger

Y. (per capita personal income), and/or a larger AP (percentage change in

the population).

Prices could be expected to rise for both kinds of prod-

ucts, and on the reasonable assumption that most supplies are not perfectly

responsive, they could be expected to stay higher. Alternatively, P, is

greater than p, in both Figure 1 and Figure 2, where D,D, for each product

also could be thought of as relevant to a place where income and population

have not increased.

Measures were available for both of these demand-related

variables for each place in which we were interested, so both were included

in our prediction equation.

With respect to the response of supply, the hypothesis about rapid

shipment of transportable items in reponse to price differences is con-

sistent with the fact that differences in the prices of food and clothing
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among geographical areas is small--only a 6 percent variation in the
entire continental United States,S

However, supplies of land are relatively fixed, as is suggested in
Figure 2, so for any given increase in demand, Tand costs are likely to
rise and to stay higher. Land costs are an important part of housing
costs, suggesting that V (the value of a standard house) would lead to
higher rent and shelter costs. After testing, this determinant proved to
be the third determinant of geographical price level differences that was
added to the prediction equation.

The hypothesis that differences in the value of a house both persist
and contribute importantly to cost-of-living differences is consistent
with the fact that shelter costs vary by 80 percent among different places
within the continental United States.® Since housing costs constitute 23
percent of the budget of a four-person family for the United States as a
whole, this variation could be expected to exert a quite significant
influence on 1iving costs. It is not only that the Tand is more immobile,
but the effect of climatic differences on building costs and the effect
of the costs of shipping heavy building materials also contribute to the
housing cost differences.

The probiem, of course, is that it is very difficult fo maintain the
concept of a standard house, which then is priced out in each geographical
area.’ It is not only that a northern climate requires heavier construc-
tion, insulation, and heating equipment (although less ajr conditioning
equipment), but also that differences in housing costs reflect differences
in interest costs, property taxes, and fuel bills. Consequently, it was
important that the budget study weights also be applied to the housing

cost component.
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These considerations, relating to differences in demand reflecting
income and population growth, and relating to the relative inelasticities
of some supplies, suggested that the following reduced form model be used
for the purpose of predicting Tiving costs outside of the sampled areas:

(1} € = a, t+ ulY + a,4P +oa,V = u. o0 , aC , € > 0.
oY anP oY

where C = cost-of-1iving index,

Y = Personal income per capita, in thousands of dollars,

AP = percent change in population, 1960-1970,

V = value of a house measured as the value of the median
housing that would reflect climatic, interest, and
property tax differences, and

u = disturbances.

Measuring the value of a house at the median is not a perfect measure,
but it has several advantages. It reflects differences in land values and
construction costs needed to maintain the same level of satisfaction in each
climate; it is near the "intermediate" standard; it is consistent with the
Duesenberry-Davis relative (or interdependent) utility hypothesis; and it
is available from the U. S. Census of Housing for each place in I11inois.®
If median values overestimate true cost differences, they probably do so

in response to income differences that alse affect demands, and for which

there is a separate rationale in Equation 1.

Estimating the fost of Living

Method of Predicting a Cost-of-Living Index

The model given in Equation i was estimated using data for the North
Central Region first by a one-stage least squares method with the results
shown below in Equation 2.2 The observations were partitioned into regions

to gain the advantages of the greater homogeneity within regions and the
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greater proximity of places that reduces the cost of transport and hence
reduces price variation. This reduced the significance of each t-statistic
by reducing the sample size, but by controlling for sources of price vari-
ation, it increased the accuracy of the predictions. The result explained
94 percent of the total varjation in the cost of living within the North
Central Region, a consider5b1e improvement over the 54 percent explained in
the earlier McMahon and Melton study:10
(2) € =726 + 1.0Y + 16.3 AP + 0.9V RZ = .94
(12.2) (1.1) (1.8) (5.3)

Results for estimating the model for thjs North Central Region as well as
for the adjacent regions by one-stage least squares, the sources of all
data, and a list of states included in each region are shown in Table 1.

As expected, variation in the value of a house (V) and hence of the
cost of housing, was the most significant determinant of differences in
the cost of living among places. It was repeatedly significant at the .01
Tevel, and population change (AP) and per capita income (Y) were significant
in the 75-90 percent range, although their standard errors were high due to
the fact that a portion of their effect was picked up by V as mentioned
earlier. The rule followed in this study was to retain a regression coef-
ficient if it exceeded its standard error, providing its sign was theo-
retically correct, which was tantamount to minimizing the estimated variance
of the prediction. A1l determinants in this model applied to the nation

as a whole or to the North Central Region met this criterion.

Re-estimation of the Prediction Equation

To take into account additional cost factors not in Equation 1 that
affect all regions simultaneously, the mode] was applied to all regions
simultaneously and re-estimated using ”seemingly unrelated regression"

methods. These methods are appropriate for a situation in which there is
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Tests of the Determinants of Differences in the Cost of Living
by One-stage Least Squares
(t-Statistics are Shown below Each Coefficient in Parentheses)

Per Capita Poputation Cost of
Income Change a House Constant R2
Region oy %o a3 ag
Northeast 2.33 37.92 1.21 59.57 .87
(1.8) (1.1) (4.0) (4.7)
North Central* 0.99 16.28 0.86 72.60 .94
(1.1) (1.8) (5.3) (12.2)
South 0.31 3.93 0.91 69.09 .94
(0.3) (0.2) (4.4) (13.5)

Data Sources: Cost of living (C) used in basic regressions is from M.

Sherwood, "Family Budgets and Geographic Differences in Price Levels,"
Monthly Labor Review (Washington, D. C.: U. S. Department of Labor,

April 1975), and from "BLS Revised Estimates for Urban Family Budgets,"
U. S. Department of Labor News 77-369 (Washington, D. C.: U. S. Depart-
ment of Labor, April 27, 1977}. Per capita personal income (Y) by
counties is from the Survey of Current Business {(Washington, D. C.:

U. S. Department of Commerce, April 1975), lables 1 and 2. Income (V)
by school districts is from the 1970 Census of Population (Washington,
D. C.: U. S. Bureau of the Census, 1973). The percent change in popu-
lation (AP} from 1960 to 1970 is from Statistical Abstract {Washington,
D. C.: U. S. Bureau of the Census, 1973), and the value of a house (V}
is from 1970 Census of Housing, Tables 10 and 61 (Washington, D. C.:

U. S. Bureau of the Census, 1973).

*The states included in the North Central Region are I1linois, Indiana,
Iowa, Kansas, Kentucky, Michigan, Minnesota, Missouri, Nebraska, North
Dakota, Ohio, South Dakota, and Wisconsin.
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an interdependence among regions, as evidenced by a correlation of the
residuals among regions.!l It is a simultaneous equation estimating
method, or more specifically a two-stage Aitken estimator that should
raise the R? above .94 (a1though the R? statistic is no longer appropriate
to one of a set of simultaneous equations) since it is more efficient than
ordinary one-stage least squares. The results for the North Central Region,
which were the ones used to predict the cost-of-1iving index within I11inois,
were as follows:
(3 €=73.9 + .8Y + 12.8AP + .9V
(12.7 {1.0) (1.6) (6.4)

Standard Error = 1.4

The new specification of the model (again using AP rather than P) and
the more efficient estimator resulted in a much lower standard error and a
larger percentage of variation explained. A1l of the coefficients had the
expected sign and were larger than their standard error, and the under-
Tined coefficients had t-statistics that indicated that they were signifi-
cant at least at the .10 level.l2

The cost of 1iv1ng was predicted for each county and each school
district in I1linois for October 1, 1973, just before the rapid increase
in prices in late 1973 and 1974, based on values of each of the three
determinants in each place at that date.!3 This 1973 cost-of-1iving index
was then adjusted to March 1, 1977, by multiplying it for each place in
I11inois by the percentage change from Octqber 1, 1973, through March 1,
1977, in the Consumer Price Index for cities in the North Central Region
of the same size class as that of the largest city in the county (or in

the school district for Table 3).1% Then, to arrive at an index showing
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differences in the cost of living in I11inois, the resulting 1977 index
was normalized by setting the state average, weighted by the number of

persons in each area, equal to 100.

Differences in the Cost of Living in Il1linois

Differences among Counties

Differences in the cost of 1iving among I11inois counties are
shown in Table 2 and illustrated in Figure 3. There was a 30.3 percent
variation in 1977 in the cost of 1iving among counties in Illinois,
ranging from a ﬁigh of 119.9 in DuPage county to a low of 83.6 in Alex-
ander County. This compares to a 35 percent variation of prices taken
alone (not the cost of living) found by Simmons within Florida and a 31
percent variation in the BLS standard budgets in 1973 as reported by
Sherwood for the continental United States.

The map in Figure 3 shows that the higher cost of living was in the
largely residential suburbs of the larger central cities typified by
higher land costs and higher incomes that raise demand. The highest
areas were those surrounding Chicago up to the Wisconsin border and over
to Rockford, the Moline-Rock Island area, the Champaign-Urbana-Peoria area,
and counties near St. Louis. The lowest cost of living areas tended to
be in the less densely populated southeast corner of I1linois.

These data on the cost of living can be interpreted as a first
approximation of the cost of education if interpreted with caution.l1®
School districts do purchase mainly services of teachers and other school
personnel who tend to live within the county. An exception must be made
far Cook County where an index of 112.3 should be substituted. This index
is a population-weighted mean of the cost-of-living indices of Cook,

DuPage, Lake, Will, and Kendall counties, the area from which personal
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Table 2

Differences in the Cost of Living within IT1linois

County 1977 Index County 1977 Index
Adams 102.6 Lee 101.7
Alexander 89.6 Livingston 101.8
Bond 97.3 Logan 101.0
Boone 111.9 McDonough 102.4
Brown 96.2 McHenry 112.3
Bureau 100.3 McLean 107.2
Calhoun 95.7 Macon 101.7
Carroll 99.2 Macoupin 97.1
Cass 96.9 Madison 98.9
Champaign 108.0 Marion 95.7
Christian 97.4 Marshall 100.6
Clark 97.2 Mason 100.0
Clay 93.9 Massac 95.0
Clinton 101.6 Menard 100.6
Coles 102.2 Mercer 99.3
Cook 108.5 Monroe 106.8
Crawford 97.0 Montgomery 95.7
Cumberland 94,7 Morgan 102.8
DeKalb 110.0 Moultrie 99.4
Delitt 99.0 Ogle 106.6
Douglas 100.2 Peoria 102.9
DuPage 119.9 Perry 97.8
Edgar 87.5 Piatt 101.8
Edwards 93.1 Pike 85.1
Effingham 100.4 Pope 91.0
Fayette 85.2 Pulaski 89.6
Ford 101.1 Putnam 102.1
Franklin 93.4 Randolph 99.9
Fulton 98.0 RichTand 98.0
Gallatin 93.0 Rock Island 106.2
Grundy 96.3 St. Clair 96.8
Greene 107.8 Saline 94,7
Hamilton 91.6 Sangamon 103.9
Hancock 96.2 Schuyler 97.7
Hardin 90.9 Scott 97.4
Henderson 98.3 Shelby 97.2
Henry 101.2 Stark 96.9
Iroquois 99.8 Stephenson 104.5
Jackson 103.7 Tazewel]l 105.0
Jasper 97.5 Union 95.2
Jefferson 96.5 Vermilion 97.6
Jdersey 100.2 Wabash 95.0
Jo Daviess 88.9 Warren 99.3
Johnson 97.1 KWashington 88.0
Kane 107.4 Wayne 94.8
Kankakee 103.3 White 93.6
Kendall 118.1 Whiteside 101.7
Knox 99.9 Will 104.9
Lake 112.4 Williamson 97.0
LaSalle 100.5 Winnebago 107.5
Lawrence 95.2 Woodford 106. 4

-
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services are purchased for the Chicago City schools. For the nonservice
components of school budgets, Tand costs, although a true economic cost,
are not explicitly reflected in school budgets. But in place of land
costs, which tend to be higher in the northern part of the state, there
are also total fuel costs, which are a more important component in the

cost of education in the north.

Differences among School Districts

Differences in the cost of 1iving faced by taxpayers in the various
school districts in I1Tinois are shown in Table 3. The total variation
was 35.1 percent, ranging from a high of 125.0 in DuPage District #53 to
a low of 89.9 in Pulaski District #100. In general, the school districts

in which the cost of living was high tended to be in the high cost-of-
living counties.

The cost-of-Tiving indices listed in Table 3 can be used to adjust the
broadened measure of school district income and wealth. By simply dividing
them into the measure of income and wealth for each school district, a
measure of real income is obtained that is a more accurate measure of the

real ability to pay in relation to people 1iving in the other districts.

Changes in the Cost of Living over Time

The cost of living has risen in most counties in I1linois since 1973
by about 36 percent due to the rapid increases in prices that began in
1973. This can be seen in Table 4, together with the average annual increase
over the three and one-half year period of 10.5 percent in Column 2 that
tends to be a somewhat lower percentage increase in those counties where the

base cost of 1iving was already high.
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This is a reasonably close approximation of what has happened to
the cost of education in the districts in each of these counties. The
approximate 10.5 percent increase per year in the cost of education of
constant quality over the period as a whole has slowed down to a 6.4-
6.9 percent increase for the year beginning in March 1976 and ending in
March 1977.

The Bureau of Labor Statistics resamples prices at its price col-
Tection points and publishes a new Consumer Price Index for different
places in the North Central Region quarterly.l® The cost-of-education
index for each county in Table 2 and the cost-of-Tliving index for each
school district in Table 3 can therefore be updated guarterly, if
desired, using these changes in the Consumer Price Index in essentially

the same fasion that the BLS updates its own standard budgets.
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Table 3

Differences in the Cost of Living among School Districts in I1linois

Average Annual % % Change Cost-of-Living
County District Change 1973-77 1976-77 Index 1977-1*
Adams 1 0.11 .07 97.41
Adams 2 0.11 .07 96.96
Adams 3 0.1 .07 96.87
Adams 4 0.11 07 96.83
Adams 172 011 07 97.39
Alexander 1 0.11 07 92.35
Alexander 5 0.11 07 91.96
Bond ] 0.11 07 92.72
Bond P 0.11 07 93.12
Boone 100 0.11 07 105.54
Boone 200 0.11 07 105.19
Brown 1 0.11 07 93.95
Bureau 17 0.11 07 95.33
Bureau 23 0.11 07 95.16
Bureau 84 0.11 07 94.80
Bureau 92 0.11 07 95.25
Bureay 94 0.11 07 95,39
Bureau g8 0.1 07 95.54
Bureau 99 0.1 07 95.07
Bureau 103 0.11 07 94,89
Bureau 115 0.11 07 95.81
Bureau 126 0.1 07 94.92
Bureau 175 0.11 Q7 94.48
Bureau 250 0.11 07 94.62
Bureau 285 0.11 07 95.56
Bureau 300 0.11 Q7 95.56
Bureau 303 0.11 07 94,92
Bureau 3056 0.1 07 95.06
Bureau 306 0.11 07 95.30
Bureau 307 0.11 07 94.90
Bureau 500 0.11 07 95.75
Bureau 502 0.11 07 95.14
Bureau 505 0.11 07 95,33
Bureau 508 0.11 07 95.48
Bureau 510 0.1 07 94.90
Bureau 511 0.1 07 94.81
Calhoun 37 C.11 07 91.63
Calhoun 40 0.11 07 91.27
Calhoun 41 0.11 07 91.63
Carroll 300 0.11 07 94.11
Carroll 301 0.11 07 93.64
Carroll 303 0.11 07 93.86
Carroll 304 0.11 07 93.82
Carroll 3056 0.11 07 93.87
Carroll 312 0.11 07 94,06
Carroll 399 0.11 07 93.58
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Table 3 Continued

Average Annual % % Change Cost-of-Living
County District Change 1973-77 1976-77 Index 1977-1
Cass 15 0.11 .07 91.71
Cass 62 0.11 .07 91.14
Cass 64 0.11 07 91.51
Cass 212 0.11 07 91.70
Champaign 1 0.10 07 104.71
Champaign 3 0,10 07 105.57
Champaign 4 0.10 07 105.43
Champaign & 0.10 07 105.69
Champaign 7 .10 07 105.19
Champaign 116 0.10 07 105. 31
Champaign 130 0.10 07 104,99
Champaign 137 0.10 07 104.35
Champaign 142 0.10 07 105.27
Champaign 169 0.10 07 105.52
Champaign 188 0.10 07 104.98
Champaign 182 0.10 07 105.42
Champaign 193 0.10 a7 104.45
Champaign 208 0.10 07 105.42
Champaign 212 0.10 07 104.48
Champaign 224 0.10 07 104.92
Champaign 305 0.10 07 105.50
Christian 1 0.11 07 91.74
Christian 3 0.11 07 92.60
Christian 4 0.11 07 92.04
Christian 5 0.11 07 91.75
Christian 7 0.11 07 91.81
Christian 8 0.11 07 91.68
Christian 9 0.11 07 91.95
Christian 182 0.11 07 92.54
Christian 183 0.11 07 91.62
Christian 310 0.11 07 92.36
Clark 1 0.11 a7 92.78
Clark 2 0.11 07 92.68
Clark 3 0.11 07 82.40
Clark 105 0.11 07 92.04
Clark 201 0.11 07 92.04
Clay 10 0.11 07 89.67
Clay 25 0.11 07 90.30
Clay 35 0.11 07 90.17
Clinton 1 0.11] 07 96.32
Clinton 3 0.11 07 96.48
Clinton 12 0.11 07 96.42
Clinton 21 0.11 07 96,44
Clinton 46 0.1 07 96.44
Clinton 57 0.11 07 96.00
- Clinton 60 0.11 07 96.60
Clinton 62 0.11 07 96.40
Clinton 63 0.11 07 95.92
Clinton 71 0.11 07 96.29
Clinton 141 0.11 07 95.33
Clinton 186 0.11 07 96.23
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Coles 1 0.11 .07 97.22
Coles 2 0.11 .07 §97.72
Coles 5 0.11 .07 97.05
Cook 15 0.08 .06 109.563
Cook 21 0.08 .06 108.96
Cook 23 0.08 .06 109.68
Cook 25 0.08 .06 109.75
Cook 26 0.08 .06 109,33
Cook 27 0.08 .06 110.43
Cook 28 0.08 .06 111.14
Cook 29 0.08 .06 112.00
Cook 30 0.08 .06 109.75
Cook 31 0.08 .06 109.74
Cook 34 0.08 .06 110.61
Cook 35 0.08 .06 114.48
Cook 36 0.08 .06 1165.22
Cook 37 0.08 .06 112.91
Cook 38 0.08 .06 117.38
Cook 39 0.08 .06 112.01
Cook 54 0.08 .06 108.70
Cook 57 0.08 .06 109.86
Cook 59 0.08 .06 109.32
Cook 62 0.08 .06 109.39
Cook 63 0.08 .06 109.58
Cook 64 0.08 .06 110.61
Cook 65 0.08 .06 110.49
Cook 67 0.08 .06 110.26
Cook 68 0.08 .06 110.56
Cook 69 0.08 .06 110.12
Cook 70 0.08 .06 109.69
Cook 71 0.08 .06 109.46
Cook 72 0.08 : .06 110,57
Cook 73 0.08 .06 110.47
Cook 73 0.08 .06 110.10
Cook 74 0.08 .06 112.41
Cook 76 0.08 .06 110.59
Cook 79 0.08 .06 109.43
Cook 30 0.08 .06 109.25
Cook 81 0.08 .06 109.15
Cook 83 0.08 .06 109.13
Cook 84 0.08 .06 108.94
Cook 34 0.08 .06 109.18
Cook 85 0.08 .06 109.43
Cook 36 0.08 .06 109.60
Cook 87 0.08 .06 108.83
Cook 38 0.08 .06 109.02
Cook 89 (.08 .06 108.74
Cook 90 0.08 .06 112.73
Cook 9] 0.08 .06 109.51
Cook 92 0.08 .06 109.32
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Cook 92 0.08 0.06 110.05
Cook 93 .08 0.06 108. 89
Cook 94 0.08 0.06 109.41
Cook 95 0.08 0.06 109. 32
Cook 96 0.08 0.06 110.73
Cook 97 0.08 0.06 110.20
Cook 98 0.08 0.06 109.29
Cook 99 0.08 0.06 108.99
Cook 100 0.08 0.06 109. 33
Cook 101 0.08 0.06 111.02
Cook 102 0.08 0.06 110.28
Cook 103 0.08 0.06 108.97
Cook 104 0.08 0.06 108.30
Cook 105 0.08 (.06 109.94
Cook 106 0.08 0.06 111.22
Cook 107 0.08 0.06 109.79
Cook 108 0.08 (.06 109.24
Cook 109 0.08 0.06 108.65
Cook 110 0.08 0.06 108.53
Caok 111 0.08 0.06 108.43
Cook 113 (.08 0.06 108.49
Cook 117 0.08 0.06 108.86
Cook 118 0.08 0.06 110.08
Cook 122 0.08 0.06 108.50
Cook 123 0.08 0.06 109.19
Cook 124 0.08 0.06 109.49
Cook 125 0.08 0.06 109.00
Cook 126 0.08 0.06 108.51
Cook 127 0.08 0.06 108.79
Cook 127 0.08 0.06 108.15
Cook 128 0.08 0.06 109.56
Cook 130 0.08 0.06 108.69
Cook 132 0.08 0.06 108.84
Cook 133 0.08 0.06 108.70
Cook 135 0.08 0.06 108.90
Cook 140 .08 (.06 108.13
Cook 142 0.08 0.06 108.58
Cook 143 0.08 0.06 108.16
Cook 143 0.08 0.06 107.75
Cook 144 (.08 0.06 108.19
Cook 145 0.08 0.06 108.28
Cook 146 0.08 0.06 108.64
Cook 147 0.08 0.06 108.03
Cook 148 0.08 0.06 109.19
Cook 149 0.08 0.06 108.90
Cook 150 0.08 0.06 109.29
Cook 151 0.08 0.06 108.62
Cook 152 0.08 0.06 108.42
Cook 152 0.08 0.06 108.49
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Cook 153 0.08 0.06 109.94
Cook 154 0.08 0.06 108.32
Cook 154 0.08 0.06 108.63
Cook 155 0.08 0.06 108.49
Cook 156 0.08 0.06 108.71
Cook 157 0.08 0.06 108.67
Cook 158 0.08 0.06 108.96
Cook 159 0.08 0.06 108.58
Cook 160 0.08 0.06 108.40
Cook 161 0.08 0.06 110.86
Cook 162 (.08 0.06 109.74
Cook 163 0.08 0.06 109.02
Cook 167 0.08 0.06 108.64
Cook 168 0.08 0.06. 107.95
Cook 169 0.08 0.06 106.8]
Cook 170 0.08 0.06 108,33
Cook 171 0.08 0.06 109.02
Cook 172 0.08 0.06 108.68
Caook 194 0.08 0.06 108.46
Cook 200 0.08 0.06 110.64
Cook - 201 0.08 0.06 109.10
Cook 202 0.08 .06 110.49
Cook 203 0.08 .06 113.34
Cook 204 0.08 0.06 110. 36
Cook 205 0.08 0.06 108.70
Cook 206 0.08 0.06 108.23
Cook 207 0.08 0.06 109.82
Cook 208 0.08 0.06 110.01
Cook 209 0.08 0.06 109.11
Cook 210 0.08 0.06 108.77
Cook 211 0.08 0.06 109.22
Cook 212 0.08 0.06 109.16
Cook 214 0.08 0.06 109.42
Cook 215 0.08 0.06 108.79
Cook 217 0.08 0.06 108.57
Cook 218 0.08 0.06 108.71
Cook 219 0.08 0.06 110.48
Cook 220 0.08 0.06 108.44
Cook 225 0.08 0.06 110.62
Cook 227 0.08 0.06 109.23
Cook 228 0.08 0.06 108.36
Cook 229 0.08 0.06 108.85
Cook 230 0.08 0.06 109.06
Cook 231 0.08 0.06 109.40
Cock 233 0.08 0.06 110.47
Cook 234 0.08 0.06 109.35
Cook 299 0.08 0.06 108.58
Cook 4017 0.08 (.06 109.61
Crawford 1 0.11 0.07 92.49
Crawford 2 0.11 0.07 92.86
Crawford 3 0.11 0.07 92.00
Crawford 4 0.1 0.07 92.32
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Cumberland 3 0.11 0.07 90.83
Cumberland 77 0.11 .07 91.00
DeKalb 424 0.10 0.07 106.45
DeKalb 425 0.10 0.07 105.98
DeKatlb 426 0.10 0.07 106.86
DeKalb 427 0.10 0.07 106.78
DeKalb 428 0.10 0.07 106.22
DeKalb 429 0.10 0.07 106.45
DeKalb 430 0.10 0.07 106.67
DeKalb 431 0.10 0.07 106.30
DeKalb 432 0.10 0.07 106.54
DeKalb 433 0.10 0.07 105.82
DeWitt 5 0.11 0.07 94.70
DeWitt 15 0.11 0.07 94.67
DeWitt 17 0.11 0.07 94.34
Douglas 301 g.11 0.07 95.50
Douglas 302 0.11 0.07 95,28
Douglas 303 0.11 0.07 94.84
Douglas 305 0.11 0.07 94.92
Douglas 306 0.1 0.07 95.26
DuPage 2 0.08 0.06 119.56
DuPage 4 0.08 0.06 119.40
DuPage 7 0.08 0.06 119.42
DuPage 10 0.08 0.06 120.17
DuPage 11 0.08 0.06 119.84
DuPage 12 - 0.08 0.06 119.52
DuPage 13 0.08 0.06 119.35
DuPage 15 0.08 0.06 119.04
DuPage 16 0.08 0.06 118.69
DuPage 20 0.08 0.06 118.53
DuPage 25 0.08 0.06 119.69
DuPage 27 0.08 0.06 119.07
DuPage 33 0.08 0.06 119.55
DuPage 34 0.08 0.06 119.60
DuPage 41 0.08 0.06 120.80
DuPage 44 0.08 0.06 119.74
DuPage 45 0.08 (.06 119.66
DuPage 48 - 0.08 0.06 120.02
DuPage 53 0.08 0.06 125.04
DuPage 58 0.08 0.06 120.41
DuPage 60 0.08 0.06 120.06
DuPage 61 0.08 0.06 119.96
DuPage 62 0.08 0.06 120.11
DuPage 63 0.08 0.06 120.68
DuPage 65 0.08 0.06 120.10
DuPage 66 0.08 0.06 120.32
DuPage 68 0.08 0.06 119.85
DuPage 69 0.08 0.06 119.97
DuPage 86 0.08 0.06 121.59
DuPage 87 0.08 0.06 119.92
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DuPage 88 0.08 0.06 119.59
DuPage 89 0.08 0.06 120.46
DuPage 93 0.08 0.06 119.07
DuPage 94 0.08 0.06 119.56
DuPage 99 0.08 0.06 120, 22
DuPage 100 0.08 0.06 119.51
DuPage 108 0.08 0.06 119.68
DuPage 180 0.08 0.06 120.26
DuPage 181 0.08 0.06 122.16
DuPage 200 0.08 .06 120.00
DuPage 201 0.08 0.06 119.55
DuPage 202 0.08 0.06 119.90
DuPage 203 0.08 0.06 120.13
DuPage 204 0.08 0.06 119.63
DuPage 205 0.08 0.06 120.58
Edgar 2 0.11 0.07 92.37
Edgar 3 0.11 0.07 92.11
Edgar 4 0.11 0.07 92.64
Edgar 6 0.1 0.07 - 92.81
Edgar 95 0.11 0.07 92.82
Edwards 1 0.11 0.07 91.58
Effingham 10 0.1 0.07 95.89
Effingham 20 0.1 0.07 94.78
Effingham 30 a.1 0.07 94.79
Effingham 40 0.11 0.07 95.62
Effingham 50 0.11 0.07 95.25
Fayette 201 0.11 0.07 91.11
Fayette 202 0.11 0.07 90.94
Fayette 203 0.11 0.07 91.37
Fayette 204 0.11 0.07 91.04
Fayette 206 0.1 0.07 91.1¢6
Ford 1 0.1 0.07 895.76
Ford 2 g.11 0.07 95.60
Ford 4 0.11 0.07 95.14
Ford 8 0.11 0.07 94.93
Franklin 32 0.11 0.07 88.76
Frankiin 34 0.11 0.07 89.42
Franklin 37 0.11 0.07 89.18
FrankIin 38 0.11 0.07 89.28
Franklin 47 0.11 0.07 89.27
Franklin 62 0.11 0.07 88.44
Franklin 91 0.11 0.07 88.55
Franklin 103 0.11 0.07 89.18
Franklin 110 0.11 0.07 88.62
Franklin 112 0.11 0.07 88.46
Franklin 115 0.11 0.07 89.15
Franklin 168 0.11 0.07 89.15
Franklin 188 0.11 0.07 89.14
Franklin 196 0.1 0.07 88.87
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Fulton 1 0.1 0.07 g2.76
Fulton 2 0.11 0.07 92.79
Fulton 3 0.11 0.07 892.95
Fulton 4 0.11 0.07 83.16
Fulton 66 0.11 0.07 93.40
Fulton 87 0.11 0.07 92.80
Fulton 88 0.11 0.07 92.70
Fulton 141 0.11 0.07 93.15
Fulton 176 0.11 0.07 92.92
Fulton 324 0.11 0.07 93.61
Fulton 330 0.11 0.07 92.81
Fulton 340 0.11 0.07 93.00
Fulton 341 0.1 0.07 93.05
Gallatin 1 0.11 0.07 89.46
Gallatin 2 0.11 0.07 89.13
Gallatin 4 0.71 0.07 89.27
Greene 1 0.11 0.07 94.29
Greene 3 0.11 0.07 94.07
Greene 10 0.11 0.07 94.19
Grundy 1 Q.11 0.07 99.94
Grundy 2 0.11 0.07 100.00
Grundy 7 0.11 0.07 100.37
Grundy 24 0.11 0.07 99.79
Grundy 35 0.11 0.07 99.50
Grundy 40 0.11 0.07 98.66
Grundy 54 0.11 0.07 100.12
Grundy 60 0.11 0.07 100.13
Grundy 72 0.11 0.07 100.27
Grundy 73 0.11 0.07 10C.04
Grundy 74 0.1 0.07 100.49
Grundy 75 0.11 0.07 99,31
Grundy 101 0.1 0.07 100.11
Grundy 111 .11 0.07 100.06
Grundy 201 0.11 0.07 99.94
Hamilton 10 0.11 0.07 91.30
Hancock 316 0.11 0.07 93.68
Hancock 319 0.11 0.07 93,52
Hancock 325 0.11 0.07 94.00
Hancock 328 0.11 0.07 94.07
Hancock 335 0.11 0.07 93.79
Hancock 336 0.11 0.07 93.70
Hancock 337 0.11 0.07 93.92
Hancock 338 0.11 0.07 84.11
Hardin 1 0.11 0.07 91.27
Hardin 2 0.11 0.07 91.13
Henderson 115 0.11 0.07 93.39
Henderson 120 0.11 0.07 93.74
Henry 190 0.10 0.07 97.43
Henry 223 0.170 0.07 97.98
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Henry 224 0.10 0.07 97.64
Henry 225 0.10 0.07 97.55
Henry 226 0.10 0.07 97.56
Henry 227 0.170 0.07 97.51
Henry 228 0.10 0.07 97.92
Henry 229 0.10 0.07 97.25
Henry 230 0.10 0.07 97.94
Henry 233 0.10 0.07 97.25%
Iroquois 1 0.11 0.07 94.59
Iroquois 2 0.11 0.07 94.51
Iroquois 3 g.11 0.07 . 94.07
Iroquois 4 0.11 0.07 95.06
Iroquois 5 0.1 0.07 94.45
Iroquois 6 0.11 0.07 94.35
Iroquois 7 8.1 0.07 95.43
Iroquois 8 .11 0.07 94.80
Iroquois g 0.11 0.07 95.17
Iroquois 233 0.1 0.07 84,87
Irogquois 252 0.11 0.07 94.54
Iroquois 253 0.11 0.07 893.75
Iroquois 275 .11 0.07 84.52
Iroquois 280 0.11 0.07 95.05
Troguois 284 0.11 0.07 94.3]
Jackson 86 0.10 0.07 100.78
Jackson 95 0.10 0.07 100.77
Jackson 130 0.10 0.07 100.21
Jackson 140 0.10 0.07 100.13
Jackson 160 0.10 0.07 100.84
Jackson 165 0.10 0.07 100.63
Jackson 166 0.10 0.07 100.66
Jackson 176 0.10 0.07 100.35
Jackson 186 0.10 0.07 100.68
Jackson 196 0.10 0.07 100.26
Jasper 1 0.11 0.07 93.34
Jefferson 1 0.11 0.07 91.45
Jefferson 2 0.11 0.07 a1.67
Jefferson 3 0.11 0.07 92.27
Jefferson 4 0.11 0.07 91.32
Jefferson 5 0.11 0.07 81.33
Jefferson 6 0.11 0.07 91.29
Jefferson 7 0.1 0.07 81.52
Jefferson 8 0.1 0.07 91.50
Jefferson 12 0.11 0.07 91.87
Jefferson 50 0.1 0.07 91.79
Jefferson 79 0.11 0.07 91.85
Jefferson 80 0.1 0.07 92.31
Jefferson 82 8.1 0.07 91.77
Jefferson 99 .11 0.07 80.80
Jefferson 114 0.11 (.07 81.11
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Jefferson 201 0.11 0.07 92.11
Jefferson 204 0.1 0.07 91.0]
Jefferson 205 0.11 0.07 91.30
Jdersey 100 0.11 0.07 95.06
Jo Daviess 119 0.11 0.07 93.88
Jo Daviess 120 0.11 0.07 94.13
Jo Daviess 205 0.11 0.07 94.23
Jo Daviess 206 0.11 0.07 93.94
Jo Daviess 208 0.11 0.07 94,06
Jo Daviess 211 0.11 0.07 93.60
Jo Daviess 212 0.11 0.07 94.8]1
Johnson 18 0.11 0.07 92.87
Johnson 32 0.11 0.07 92.53
Johnson 43 0.11 0.07 92.97
Jahnson 55 0.11 0.07 93.00
Johnson 64 0.11 0.07 92.50
Johnson 71 0.11 0.07 97.89
Johnson 133 g.11 0.07 92.78
Kane 46 0.09 0.07 106.47
Kane 101 0.09 0.07 106.59
Kane 129 0.09 0.07 106.92
Kane 131 0.09 0.07 106.10
Kane 300 0.09 0.07 106.48
Kane 301 0.09 0.07 106.41
Kane 302 0.09 0.07 106.42
Kane 303 0.09 0.07 106.99
Kane 304 0.09 0.07 107.21
Kankakee 1 0.10 0.07 99.17
Kankakee 2 0.10 0.07 99.69
Kankakee 3 0.10 0.07 99.70
Kankakee 5 0.10 0.07 98.46
Kankakee 6 0.10 0.07 99.22
Kankakee 53 .10 0.07 99.56
Kankakee 61 0.10 0.07 99.67
Kankakee 111 0.10 0.07 99.91
Kankakee 256 0.10 0.07 99.12
Kankakee 258 0.10 0.07 9g9.74
Kankakee 259 0.10 0.07 97.81
Kankakee 262 0.10 0.07 99.10
Kankakee 302 0.10 0.07 98.46
Kankakee 307 0.10 0.07 99.62
Kendall 18 0.11 0.07 110.57
Kendall 66 0.11 0.07 110.70
Kendall 88 0.11 0.07 110.55
Kendall 20 0.11 0.07 110.35
Kendall 115 0.11 0.07 110.99
Kendal}l 308 0.11 0.07 111.28
Knox 202 0.10 0.07 96.51
Knox 205 0.10 0.07 96.61
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Knox 207 0.10 0.07 96.26
Knox 208 0.10 0.07 96.31
Knox 210 0.10 0.07 96.30
Knox 217 0.10 0.07 96.33
Lake 1 0.08 0.06 111.72
Lake 3 0.08 0.06 112.18
Lake 6 0.08 0.06 111.37
Lake 10 0.08 0.06 111.59
Lake 11 0.08 0.06 112.24
Lake 24 0.08 0.06 111.72
Lake 33 0.08 0.06 111.75
Lake 34 0.08 0.06 112.00
Lake 36 0.08 0.06 112.18
Lake 37 0.08 0.06 111.60
Lake 38 0.08 0.06 112.14
Lake 41 0.08 0.06 111.68
Lake 46 0.08 0.06 112.47
Lake 47 0.08 0.06 111.79
Lake 50 0.08 0.06 117.93
Lake 56 0.08 0.06 112.06
Lake 60 0.08 0.06 112.17
Lake 64 0.08 0.06 110.88
Lake 65 0.08 0.06 114.52
Lake 67 0.08 0.06 116.25
Lake 63 0.08 0.06 113.07
Lake 70 0.08 0.06 113.75
Lake 72 0.08 0.06 115.82
Lake 73 0.08 0.06 112.16
Lake 75 0.08 0.06 112.12
Lake 76 0.08 0.06 112.09
Lake 78 0.08 0.06 112.32
Lake 95 0.08 0.06 112.56
Lake 96 0.08 0.06 113.64
Lake 102 0.08 0.06 113.59
Lake 103 0.08 0.06 114,14
Lake 106 0.08 0.06 114,12
Lake 107 0.08 0.06 114.79
Lake 108 0.08 0.06 117.24
Lake 109 0.08 0.06 114.22
Lake 110 0.08 0.06 113.93
Lake 111 0.08 0.06 113.25
Lake 113 0.08 0.06 115.05
Lake 114 0.08 0.06 111.96
Lake 115 0.08 0.06 115.52
Lake 116 0.08 0.06 111.52
Lake 117 0.08 0.06 111.93
Lake 118 0.08 0.06 111.81
Lake 120 0.08 0.06 112.11
Lake 121 0.08 0.06 117.95
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Lake 123 0.08 0.06 110.88
Lake 124 0.08 0.06 111.81
Lake 125 0.08 0.06 113.48
Lake 126 0.08 0.06 111.63
Lake 127 0.08 0.06 112.11
Lake 128 0.08 0.06 113.13
Lake 220 0.08 0.06 113.92
LaSalle 1 0.10 0.07 97.36
LaSalle g 0.10 0.07 97.03
LaSalle 25 0.10 0.07 96.28
LaSalle 40 0.10 0.07 96.82
LaSalle 43 0.10 0.07 97.21
LaSalle 45 0.10 0.07 96.83
LaSalle 56 0.10 0.07 96.41
LaSalle 65 0.10 0.07 96.54
LaSalle 79 0.10 0.07 96.75
LaSalle 8z 0.10 0.07 96.94
LaSalle 95 0.10 0.07 96.71
LaSalle 120 0.10 0.07 96.90
LaSalle 122 0.10 0.07 96.86
l.aSalle 124 0.10 0.07 97.03
LaSalle 125 0.10 0.07 96.70
LaSalle 129 0.10 0.07 97.52
LaSalle 135 0.10 0.07 96.59
LaSalle 140 0.10 0.07 97.05
LaSalle 141 0.10 0.07 97.10
LaSalle 155 0.10 0.07 97.09
LaSalle 160 0.10 0.07 97.12
LaSalle 170 0.10 0.07 g7.11
LaSalle 175 0.10 0.07 96.86
LaSalle 185 0.10 0.07 86.97
LaSalle 195 0.10 0.07 96.86
LaSalle 201 0.10 0.07 96.68
LaSalle 210 0.10 0.07 97.20
LaSalle 230 0.10 0.07 97.17
LaSalle 235 0.10 0.07 95.79
LaSalle 245 0.10 0.07 96.47
LaSalle 265 0.10 0.07 96.28
LaSalle 272 0.10 0.07 96.95
LaSalle 280 0.10 0.07 95.80
LaSalie 289 0.10 0.07 96.87
LaSalle 360 0.10 0.07 96.74
LaSalle 390 0.10 0.07 86.62
LaSalle 400 .10 0.07 96.27
Lawrence 10 0.11 0.07 30.64
Lawrence 20 0.11 0.07 90.87
Lee 8 0.11 0.07 96.84
Lee 170 0.11 0.07 96.55
Lee 220 0.11 0.07 96.90
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Lee 271 0.11 0.07 96.53
Lee 272 0.1 0.07 96.48
Lee 275 0.11 0.07 96.84
Livingston ] 0.1 0.07 96.79
Livingston d 0.11 0.07 96.87
Livingston 3 0.11 0.07 96.65
Livingston 4 0.11 0.07 96.15
Livingston 5 0.11 0.07 96.17
Livingston 6 0.11 0.07 97.00
Livingston 6 0.11 0.07 96.61
Livingston 70 0.11 0.07 96.50
Livingston 90 0.11 0.07 96.68
Livingston 160 0.11 0.07 96.08
Livingston 230 0.1 0.07 96.70
Livingston 232 0.11 0.07 96.77
Livingston 425 0.11 0.07 96.40
Livingston 426 0.11 0.07 96.52
Livingston 429 0.11 0.07 96.78
Livingston 430 0.11 0.07 95.54
Livingston 431 0.11 0.07 85.79
Livingston 434 0.11 0.07 96.48
Livingston 435 G. 1 0.07 96.09
Logan 17 g.11 0.07 96.15
Logan 21 0.11 0.07 85.59
Logan 22 0.11 0.07 95.89
Logan 23 0.11 0.07 86.55
Logan 27 0.11 0.07 95.89
Logan 61 0.11 0.07 96.33
Logan 68 0.11 0.07 94.15
Logan 72 0.11 0.07 95.83
Logan 404 0.11 0.07 95,79
Macon 1 0.10 0.07 95.68
Macon 2 0.10 0.07 96.09
Macon 3 0.10 0.07 95.90
Macon 5 0.10 0.07 96.11
Macon 6 0.10 0.07 95.74
Macon : 10 0.10 0.07 95.80
Macon I 0.10 0.07 96.06
Macon 61 0.10 0.07 96.32
Macoupin 1 0.11 0.07 103.74
Macoupin 2 0.11 0.07 103.38
Macoupin 3 0.11 0.07 103.15
Macoupin 4 0.11 0.07 103.17
Macoupin 5 0.11 0.07 103.05
Macoupin 6 0.11 0.07 103.24
Macoupin 7 0.11 0.07 103.08
Macoupin 8 0.11 0.07 102.91
Macoupin 9 0.11 0.07 102.97
Madison 1 0.09 0.07 102.07
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Average Annual % % Change Cost-of-Living
County District Change 1873-77 1976~77 Index 1977-1
Madison 2 0.09 0.07 101.66
Madison 3 0.09 0.07 101.02
Madison 4 0.09 0.07 101.46
Madison 5 0.09 0.07 101.67
Madison 7 0.09 0.07 102.09
Madison 8 0.09 0.07 101.48
Madison 9 0.09 0.07 101.85
Madison 10 0.09 0.07 102.02
Madison 11 0.09 0.07 1071.95
Madison 12 0.09 0.07 101.04
Madison 13 0.09 0.07 102.03
Madison 14 0.09 0.97 101.99
Madison 15 0.09 0.07 107.94
Madison 16 .09 0.07 101.38
Marion 1 0.11 0.07 96.51
Marion z 0.11 0.07 96.39
Mariagn 7 0.11 .07 86.29
Marion 10 0.11 0.07 96.49
Marion 100 0.11 0.07 96.56
Marion 111 0.11 0.07 96.70
Marion 122 0.11 0.07 96.08
Marion 133 8.1 0.07 96.90
Marion 135 0.11 0.07 97.06
Marion 200 0.11 0.07 96,93
Marion 301 0.11 0.07 96.36
Marion 501 0.11 0.07 96.11
Marion 600 0.11 0.07 96.57
Marion 700 0.11 0.07 96.07
Marshall 1 0.1 0.07 92.45
Marshall 2 0.11 0.07 92.15
Marshall 3 0.1 0.07 91.87
Marshall 4 0.11 0.07 92.39
Marshall 20 0.11 0.07 92.21
Marshall 35 0.11 0.07 92.23
Mason 121 0.1 0.07 98.25
Mason 122 0.1 (.07 98.32
Mason 123 0.11 0.07 97.52
Masaon 124 0.11 0.07 97.26
Mason 125 0.11 0.07 897.43
Mason 126 0.11 0.07 97.36
Massac 5 0.11 0.07 90.75
Massac 7 0.11 0.07 90.74
Massac 17 0.11 0.07 90.11
Massac 20 0.11 0.07 90.71
Massac 2l 0.11 0.07 90.08
Massac 35 0.11 0.07 a90.72
Massac 36 0.11 0.07 90.62
Massac 38 0.11 0.07 90.49
Massac 39 0.11 0.07 90. 36
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Average Annual % % Change Cost-of-Living
County District Change 1973-77 1976-77 Index 1977-1
McDonough 165 g.11 0.07 98.48
McDonough 170 0.11 0.07 98.98
McDonough 175 .11 0.07 38.80
McDonough 180 .1 0.07 98.68
McDonough 185 .11 0.07 98.79
McHenry 3 0.10 0.07 98.85
McHenry 8 ¢.10 0.07 98.13
McHenry 11 0.10 0.07 98.74
McHenry 12 .10 0.07 98.48
McHenry 13 0.10 0.07 98.60
McHenry 15 0.10 0.07 98.68
McHenry 17 .10 0.07 99.10
McHenry 18 0.10 0.07 97.88
McHenry 19 0.10 0.07 98.42
McHenry 26 0.10 0.07 99.04
McHenry 36 0.10 0.07 98.55
McHenry 46 0.10 0.07 98.57
McHenry 47 0.10 0.07 99.29
McHenry 50 0.10 0.07 98.41
McHenry 140 0.10 0.07 98.62
McHenry 154 0.10 0.07 98.49
McHenry 155 0.10 0.07 99.14
McHenry 156 0.10 0.07 98.63
McHenry 157 0.10 0.07 98.64
McHenry 158 0.10 0.07 98.48
McHenry 200 0.10 0.07 98.88
McLean 2 .10 0.07 94.52
McLean 3 0.10 0.07 94.74
McLean 4 g.10 0.07 94 .91
McLean 5 .10 0.07 85.06
McLean 7 0.10 0.07 95,11
McLean 8 0.10 0.07 94,91
MclLean 9 g.10 0.07 95.12
McLean 10 0.10 0.07 94,70
McLean 11 0.10 0.07 94.74
McLean 16 0.10 0.07 95.00
McLean 87 ¢.10 0.07 95.43
McLean 88 0.10 0.07 95.46
McLean 311 0.10 0.07 95.46
Menard 200 0.11 0.07 94,89
Menard 202 0.11 0.07 95.11
Menard 213 0.11 0.07 95,00
Mercer 200 0.11 0.07 94.56
Mercer 201 0.11 0.07 84.35
Mercer 202 0.11 0.07 94,50
Mercer 203 0.11 0.07 94.07
Monroe 3 0.11 0.07 101.19
Monroe 4 0.11 0.07 101.69
Monroe 5 0.1 0.07 101.26
Montgomery 2 0.11 0.07 90.99
Montgomery 3 0.11 .07 90.97
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County District Change 1973-77 1976-77 Index 1977-1
Montgomery 12 0.11 0.07 90.88
Montgomery 22 0.11 0.07 90.70
Montgomery 66 0.1 0.07 90.05
Morgan 1 0.11 0.07 97.24
Morgan 6 0.11 0.07 97.29
Morgan 11 0.11 0.07 96.99
Morgan 27 0.11 0.07 97.20
Morgan ' 17 0.11 0.07 97.38
Moultrie 300 0.11 0.07 94.26
Moultrie 301 0.11 0.07 94.60
Moultrie 303 0.11 0.07 94.86
Ogle 144 0.1 0.07 101.26
Ogle 161 0.11 0.07 100.42
Ogle 212 0.11 0.07 101.17
Ogie 220 0.11 0.07 101.09
Ogle 221 g.11 0.07 100.67 -
Ogle 222 .11 0.07 100.82
Ogle 223 0.11 0.07 : 100.68
Ogle 226 0.11 0.07 ' 101.28
Ogle 231 0.11 0.07 101.21
Ogle 261 0.11 0.07 101.58
Ogle 269 0.11 0.07 101.66
Ogle 270 0.11 0.07 100. 39
Peoria 62 0.10 0.07 29.00
Peoria 63 0.10 0.07 98.24
Peoria 66 0.10 0.07 99.03
Peoria 68 0.10 0.07 98.32
Peoria 69 0.10 0.07 98.77
Peoria 70 0.10 0.07 99.21
Peoria 150 0.10 0.07 99.38
Peoria 152 0.10 0.07 98.85
Peoria 309 0.10 0.07 98.66
Peoria 310 0.10 0.07 - 98.72
Peoria 316 0.10 0.07 98.57
Peoria 321 0.10 0.07 99.23
Peoria 322 0.10 0.07 98.93
Peoria 323 0.10 0.07 99.58
Peoria 325 0.10 0.07 100.15
Peoria 326 .10 0.07 98.98
Peoria 327 0.10 0.07 98.82
Peoria 328 0.10 0.07 98.54
Perry 5 0.11 0.07 92.21
Perry 50 0.11 0.07 92.85
Perry 101 0.11 0.07 G2.82
Perry 102 0.11 0.07 92.19
Perry 204 0.11 0.07 92.82
Perry 211 0.1] 0.07 92.17
Perry 212 0.11 0.07 g2.78
Perry 300 0.11 0.07 82.78
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County District Change 1973-77 1976-77 Index 1977-1
Piatt 5 0.11 0.07 96.13
Piatt 25 0.11 0.07 96.56
Piatt 39 g.11 0.07 96.45
Piatt 57 0.1 0.07 96.78
Piatt 100 0.11 0.07 96.51
Pike - ] 0.11 0.07 90.24
Pike 2 0.11 0.07 90.20
Pike 3 0.11 0.07 89.87
Pike 4 0.11 0.07 90.02
Pike 10 0.11 0.07 90.44
Pike 57 0.11 0.07 89.80
Pike 172 0.11 0.07 89.90
Pope 1 0.11 0.07 87.24
Pulaski 100 0.11 (.07 89.92
Pulaski 101 0.11 0.07 89.94
Putnam 534 0.11 0.07 96.33
Putnam 535 0.11 0.07 96.44
Rando1ph 1 0.11 0.07 94.99
Randol1ph 122 0.11 0.07 94.83
Randolph 124 0.1 0.07 93.79
Randolph 132 0.11 0.07 95.04
Randolph 134 0.11 0.07 95.11
Randoiph 138 0.11 0.07 95.37
Randol1ph 139 0.11 0.07 94,48
RandoTph 140 0.11 0.07 95.26
Richland 1 0.11 0.07 93.45
Richland 2 0.11 0.07 93.11
Rock Island 29 0.09 0.07 102.45
Rock Island 30 0.09 0.07 102.23
Rock Island 34 0.09 0.07 102.29
Rock Island 36 0.09 0.07 101.93
Rock Island 37 0.09 0.07 102.26
Rock Island 40 0.09 0.07 102.78
Rock Island 41 0.09 0.07 102.61
Rock Island 100 0.08 0.07 102.19
Rock Island 300 0.09 (.07 102.20
St. Clair 9 0.09 0.07 96.24
St. Clair 19 0.09 0.07 96.24
St. Clair 30 0.09 0.07 96.25
St. Clair 40 0.09 0.07 96.31
St. Clair 60 0.09 0.07 96.43
St. Clair 70 0.09 0.07 96.58
St. Clair 77 0.09 0.07 96.51
St. Clair 85 0.09 0.07 96.66
St. Clair 0 0.09 0.07 96.66
St. Clair 104 0.09 0.07 96.20
St. Clair 105 0.09 0.07 96.82
St. Clair 110 0.09 0.07 97.16
St. Clair 113 0.09 0.07 96.90
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St. Clair 115 0.09 0.07 97.45
St. Clair 116 0.09 0.07 97.08
St. Clair 118 0.09 0.07 96.85
St. Clair 119 0.09 0.07 97.66
St. Clair 130 0.09 0.07 96.43
St. Clair 160 0.09 0.07 96.54
St. Clair 175 0.09 0.07 97.94
St. Clair 181 0.09 0.07 98.63
St. Clair 187 0.09 0.07 96.13
St. Clair 188 0.09 0.07 95.16
St. Clair 189 0.09 0.07 95.70
St. Clair 196 0.09 0.07 96.69
St. Clair 201 0.09 0.07 97.15
St. Clair 203 0.09 0.07 96.65
Saline 1 0.11 0.07 90.03
Saline 2 0.11 0.07 90.26
Saline 3 0.11 0.07 90.41]
Saline 4 0.11 0.07 90.21
Sangamon 1 0.10 0.07 99.66
Sangamon 3 0.10 0.07 100.12
Sangamon 5 0.10 0.07 100.88
Sangamon 8 0.10 0.07 100.02
Sangamon 10 0.10 0.07 99,62
Sangamon 11 g.10 0.07 99.73
Sangamon 12 g.10 0.07 99.39
Sangamon 13 .10 0.07 99.44
Sangamon 14 0.10 0.07 99.84
Sangamon 15 0.10 0.07 99.79
Sangamon 16 0.10 0.07 99.45
Sangamon 186 0.10 0.07 100.18
Schuyler 1 0.11 0.07 03.26
Scott 1 0.11 0.07 92.01
Scott 2 0.11 0.07 91.82
Shelby 1 0.11 0.07 92.42
Shelby 2 0.11 0.07 92.36
Shelby 4 0.11 0.07 92.59
Shelby 5 0.1 0.07 92.95
Shelby 6 0.11 0.07 92.80
Shelby 10 0.11 0.07 92.08
Shelby 11 0.11 0.07 91.88
Shelby 185 0.11 0.07 92.08
Shelby 188 0.11 0.07 91.88
Stark 1 0.11 0.07 91.81
Stark 2 0.11 0.07 92.31
Stark 27 0.11 0.07 92.32
Stark- 45 0.11 0.07 92.05
Stark 71 0.11 0.07 92.27
Stephenson 145 g0.11 0.07 99.18
Stephenson 200 0.1 0.07 38.98
Stephenson 201 0.11 0.07 98.61
Stephenson 202 0.11 0.07 98.67
Stephenson 203 0.11 0 07 98.06



McMahon and Melton/708

Table 3 Continued

_ Average Annual % % Change Cost-of-Living
County District Change 1973-77 1976-77 Index 1977-1
Tazewell 50 0.10 (.07 100.75
Tazewell 51 0.10 0.07 100.71
Tazewell 52 0.10 0.07 - 101.37
Tazewell 76 0.10 0.07 100.82
Tazewell 85 0.10 0.07 107.85
Tazewell 86 0.10 0.067 101. 31
Tazewell 98 0.710 0.07 100.90
Tazewell 102 0.10 0.07 100.77
_Tazewel] 108 0.10 0.07 101.27
Tazewell 137 0.10 0.07 100.70
Tazewell -303 0.10 0.07 101.17
Tazewell 306 0.10 0.07 101.14
Tazewel] 308 0.10 0.07 100.98
Tazewell 309 0.10 0.07 101.26
Tazewel] 606 0.10 0.07 101.25
Tazewell 622 0.10 0.07 101.14
Tazewell - 695 0.10 0.07 101.15
Tazewell 701 0.70 0.07 100.91
Tazewell 702 0.10 0.07 101.07
Tazewell 703 0.10 0.07 101.04
Tazewell 709 0.10 0.07 101.76
Union 16 0.11 0.07 80 .51
Union 17 0.11 0.07 90.61
Union 37 0.11 0.07 90.78
Union 43 0.11 0.07 90.55
Union 66 0.11 0.07 90.79
Union 81 0.11 0.07 90.70
Union 84 0.11 0.07 890.38
Vermilion 1 0.11 0.07 94.70
Vermilion 2 0.11 0.07 94 .42
Vermilion 3 0.11 0.G7 94 .34
Vermilion 5 0.11 0.07 94.48
Vermilion 7 0.11 0.07 84.36
Vermilion 8 0.11 0.07 94.60
Vermilion 9 0.11 0.07 84,22
Vermilion 10 0.11 0.07 94.23
Vermilion 11 0.11 0.07 94,56
Vermilion 12 0.11 0.07 94 .55
Vermilion 61 0.11 0.07 94.60
Vermilion 109 0.11 0.07 94.70
Vermilion 118 0.11 0.07 94.75
Vermilion 130 0.11 0.07 94.75
Vermilion 132 g.11 0.07 94.74
Vermilion 135 0.1 0.07 94.03
VYermilion 223 0.11 0.07 94.61
Vermilion 225 0.11 0.07 94.65
Yermilion 227 0.11 0.07 94.51
Wabash 17 0.11 0.07 90.23
Wabash 348 0.11 0.07 90.69
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County District Change 1973-77 1976-77 Index 1977-1
Warren 38 0.11 0.07 94.14
Warren 200 0.11 0.07 93.86
Warren 222 0.11 0.07 94 .45
Warren 225 0.11 0.07 93.93
Warren 400 0.11 0.07 94.12
Washington 1 0.11 0.07 93.46
Washington 10 6.11 0.07 93.30
Washington 11 0.11 0.07 93.29
Washington 15 0.11 0.07 92,91
Washington 29 0.1 0.07 93.75
Washington 49 0.11 0.07 94.08
Washington 99 0.11 0.07 93.74
Wayne 6 .11 0.07 93.32
Wayne 14 0.11 0.07 92.93
Wayne 17 0.11 0.07 92.80
Wayne 19 0.11 0.07 93.69
Wayne 100 0.11 4.07 92.58
Wayne 112 0.11 0.07 93.60
Wayne 200 0.11 0.07 93.01
Wayne 225 0.11 0.07 93.47
White 1 0.11 0.07 91.78
White 2 0.1 0.07 92.03
White 3 0.11 0.07 91.59
White 4 0.11 0.07 91.70
White 5 0.1 0.07 92.27
White 18 0.11 0.07 91.65
White 229 0.11 0.07 91.94
Whiteside 1 0.10 0.07 97.91
Whiteside 2 0.10 0.07 97.83
Whiteside 3 0.10 0.07 97.88
Whiteside 4 0.10 0.07 97.42
Whiteside 5 0.10 . 0.07 98.18
Whiteside 6 0.10 0.07 98.11
Whiteside 12 0.10 0.07 99.05
Whiteside 13 0.10 0.07 97.76
Whiteside 14 0.10 0.07 98.34
Whiteside 145 0.10 0.07 97.74
Whiteside 301 0.10 0.07 97.95
Will 17 0.08 0.06 105.76
Will 30 0.08 0.06 106.05
Will 33 0.08 0.06 105.91
Will 70 0.08 0.06 105.63
Will 81 0.08 0.06 105.44
Will 84 0.08 0.06 105.41
Will 86 0.08 0.06 105.77
Will g8 0.08 0.06 105.32
Will 86 0.08 0.06 104.64
Will 89 0.08 0.06 105.06
Will 90 0.08 0.06 105.45
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Will 91 0.08 0.06 106.04
Will 92 0.08 0.06 105.43
Will 114 0.08 0.06 105.50
Will 122 0.08 0.06 105.92
Wil 157 0.08 0.06 105.80
Will 159 0.08 0.06 105.58
Will 161 0.08 0.06 105.66
Will 200 0.08 0.06 105.66
Will 201 0.08 0.06 106.01
Will 202 0.08 0.06 105.79
Will 203 0.08 0.06 106.720
Will " 204 0.08 0.06 105.78
Witl 205 0.08 0.06 105.35
Will 207 0.08 0.06 105.61
Will 209 0.08 0.06 105.78
Will 210 0.08 0.06 105.71
Will 255 0.08 0.06 105.35
Will 365 0.08 0.06 105.19
Williamson 1 0.11 0.07 92.34
Williamson 2 0.11 0.07 92.51
Williamson 3 0.11 0.07 92.16
Williamson 4 0.1 0.07 92.58
Williamson 5 0.11 0.07 92.46
Winnebago 140 0.10 0.07 103.72
Winnebago 122 0.10 G.07 103.64
Winnebago 131 0.10 0.07 103.92
Winnebago 133 0.10 0.07 103.91
Winnebago 134 0.10 0.07 104.17
Winnebago 205 0.10 0.07 104.00
Winnebago 207 0.10 0.07 103.88
Winnebago 320 0.10 0.07 103.22
Winnebago 321 .10 0.07 103.36
Winnebago 322 0.10 0.07 103.15
Winnebago 323 0.10 0.07 103.75
Woodford 1 0.10 0.07 100.64
Woodford 2 0.10 0.07 101.11
Woodford 21 0.10 0.07 100.86
Woodford 60 0.10 0.07 100.71
Woodford 69 0.10 0.07 107.50
Woodford 108 0.10 0.07 100.52
Woodford 122 0.10 0.07 100.97
Woodford 140 0.10 0.07 100.97
Woodford 375 0.10 0.07 100.70

*The Standard Error is 1.22.
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Table 4

Increases in the Cost of Living in Each County, 1973-77 and 1976-77

Average Annual Average Annual
County % Change % Change % Change County % Change % Change % Change
Names 1973-77 1973-77 1976-77 Names 1973-77 1973-77 1976-77
Adams 36.8 10.5 6.7 tee 36.8 10.5 6.7
Alexander 35.8 10.5 6.7 Livingston 36.8 10.5 6.7
Bond 36.8 10.5 6.7 Logan 36.8 10.5 6.7
Bacne 36.8 10.5 6.7 McDonough 36.8 10.5 6.7
Brown 36.8 10.5 6.7 McHenry 34.5 9.9 6.9
Bureau 36.8 10.5 6.7 McLean 34.5 9.9 6.9
Calhoun 36.8 10.5 6.7 Macon 34.5 9.9 6.9
Carroll 36.8 10.5 6.7 Macoupin 3.8 10.5 6.7
Cass 36.8 10.5 6.7 Madison 30.7 8.8 6.9
Champaign 34.5 9.9 6.9 Marien 35.8 10.5 5.7
Christian 36.8 10.5 6.7 Marshall 36.8 10.5 6.7
Clark 36.8 10.5 6.7 Mason 36.8 10.5 6.7
Clay 36.8 10.5 6.7 Massac 36.8 10.5 6.7
Clinton 36.8 10.5 6.7 Menard 36.8 10.5 6.7
Coles 36.8 10.5 6.7 Mercer 36.8 10.5 6.7
Cook 28.9 8.3 6.4 Monroe 36.8 10.5 5.7
Crawford 36.8 10.5 6.7 Montgomery 36.8 10,5 6.7
Cumberland 36.8 10.5 6.7 Meroan 36.8 10.5 6.7
DeKalb 34.5 5.9 6.9 Moultrie 36.8 10.5 6.7
Delditt 36.8 10.5 6.7 Ogle 36.8 10.5 6.7
Douglas 36.8 10.5 6.7 Peoria 34.5 8.9 6.9
DuPage 28.9 8.3 6.4 Perry 36.8 10.5 6.7
Edgar 36.8 10.5 6.7 Piatt 36.8 10.5 6.7
Edwards 36.8 10.5 6.7 Pike 36.8 10.5 6.7
Effingham 36.8 10.5 6.7 Pope 36.8 10.5 6.7
Fayette 36.8 10.5 6.7 Pulaski 36.8 10.5 6.7
Fard 3.8 10.% 6.7 Putnam 36.8 10.5 6.7
Franklin 36.8 10.5 6.7 Randolph 36.8 10.5 6.7
Futton 36.8 10.5 6.7 Richland 36.8 10.5 6.7
Gallatin 36.8 10.5 6.7 Rock Island  34.5 9.9 6.9
Grundy 36.8 10.5 6.7 5t. Clair 39.8 8.8 7.0
Greane 36.8 10.5 6.7 Saline 36.8 10.5 6.7
Hamilton 36.8 10.5 6.7 Sangamon 34.5 5.9 6.9
Hancock 36.8 10.5 6.7 Schuyler 36.8 10.5 6.7
Hardin 36.8 10.5 6.7 Scott 36.8 10.5 €.7
Henderson 36.8 10.5 6.7 Shelby 36.8 10.5 6.7
Henry 34.5 9.9 6.9 Stark 36.8 10.5 6.7
Iroguois 36.8 10.5 6.7 Stephenson 36.8 10.5 6.7
Jackson 34.5 9.8 6.9 Tazewall 34.5 9.9 6.9
Jasper 36.8 10.5 6.7 Union 36.8 10.5 6.7
Jefferson 36.8 10.5 6.7 Vermilion 34.5 9.9 6.9
Jersay 36.8 10,5 6,7 Wabash 36.8 10.5 5.7
Jao Daviess 36.8 10.5 6.7 Warren 36.8 10.5 6.7
Johnson 36.8 10.5 6,7 Washington 36,8 10.5 6.7
Kane 30.7 £.8 6.9 Wayne 36.8 10,5 6.7
Kankakee 34.5 9.9 6.9 White 36.8 10.5 6.7
Kendall 36.8 10.5 b.7 Whiteside 34,5 9.9 5.9
Knax 34.5 9.9 5.9 Will 28.9 8.3 6.4
Lake 28.9 8.3 6.4 Williamson 36.8 10.5 6.7
LaSalie 34.5 9.9 6.9 Winnebago 34.5 9.9 6.9
Lawrence 36.8 10.5 6.7 Woodford 36.8 10.5 6.7
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metropolitan areas after the Tatter were adjusted by the change in the
Consumer Price Index to 1977. There was no significant difference.

14. The BLS also uses the Consumer Price Index to update its budget since
1969 when the Tast direct pricing took place. See "Three Standards of
Living for an Urban Family of Four Persons," Bulletin No. 1570-5 {Wash-
ington, D. C.: Bureau of Labor Statistics, 1969}, and "BLS Revised
Estimates for Urban Family Budgets," op. cit., p. 2.

15. Chambers, Odden, and Vincent have recently produced a cost-of-
education index for Missouri by a market price approach, an alternative
to the cost-of-1iving approach for dealing with teachers' salaries and
other budget components. See Jay G. Chambers, Allan Odden, and Phillip
E. Vincent, "Cost of Education Indices among School Districts with a
State Result for Missouri," (Denver, Colorado: Education Commission of
the States, 1976).

16. The underlying regression equation probably should be re-estimated
when the new 1980 census data become available.



ILLINGIS REVENUE RESOURCES FOR EDUCATION

Committee on Revenue Resources

Technical Task Force on School Finance

The Property Tax

One of the objectives of the Committee on Revenue Resources for Edu-

cation of the Technical Task Force on School Finance was to analyze the
I1Tinois tax system to determine revenue potential for education. Prob-

ably the most important tax in this system is the property tax.

Local Property Tax

Property can be divided into two classes, real and personal, Real
property is land and anything permanently attached to the land, and some
exampies are buildings, fixtures permanently attached to the building, trees,
and mines. Personal property is all property that is not real, and includes
such things as automobiles, trucks, livestock, money, and office furniture.
Personal property is further divided into tangible and intangible property.
Tangible personal property includes property that one can touch or see,
such as automobiies, cattle, and office furniture. Intangible personal
property is the value of property for what it represents, such as money,
mortages, stocks and bonds.

The most important process in determining what the property tax will
yield is that of placing a value on property for taxation purposes by the
local assessors. Value is a complicated process with many definitions, and,
in general, value is the relationship between a thing desired and a potential
purchaser.

The amount of a particular taxpayer will pay in property taxes depends

on the assessed value of the property and the prevailing tax rates in the area.



Committee on Revenue Resources/115

The 1974 total property tax extension (extended and collected in 1975) for
the entire State of I1linois was $3,395,038,886, or about $305 per person.
Since the process of computing the amount that a taxpayer owes is called
extending the tax, the total taxes that are billed to taxpayers within the
boundaries of a given governmental unit are called the property tax exten-
sions. Such extensions are made by the county clerk in each county. A1l
schoolsrin I17inois for the 1974 levy year received 57.2 percent of the total
1975 property tax extensions.

The property tax is the major source of tax revenue for local govern-
ments, with approximately 80 percent of the total tax revenue raised by local
governments in Illinois coming from the property tax. As mentioned above, the
1975 property tax extension was $3,395,038,886. The importance of the local
prperty tax in the financial system in I11inois can be seen when it is compared
to the two major state taxes collected. For the fiscal period 1976, the State
income tax produced $1.677 billion, and the sales tax and use taxes were right
on the heels of the income tax, producing $1.666 billion. The property tax

raises more revenue than these two state taxes combined.

The Property Tax Cycle

The property tax cycle from the assessment of property to the collection
of the taxes takes nearly two years. It can be divided into the following steps:
(1) assessment, (2) review, (3) equalization, (4) levy, (5) extension, and (6)
collection and distribution.

Assessment. The assessment of property is the act of officially deter-
mining the value of property for the purposes of taxation. In ITlinois the
taxable value of property is not the actual market value, which is the price
that the property would bring at a voluntary sale by an owner. Rather, the

assessed value placed on property as mandated by the State Constitution and
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the Revenue Act of 1939 is 33-1/3 percent of full, fair cash value. For example
a house that would sell for $24,000 should have an assessed value of $8,000
according to the statute. As the present statute reads, all counties are to

be at the 33-1/3 percent Tevel by 1977.

A few specialized types of property are assessed by the state, and these
include the operating property of rajlroads and private car line companies, the
capital stock of certain types of domestic corporations, and pollution control
facilities that have previously been approved by the I11ingis Environmental
Protection Agency.

Counties over 200,000 population are allowed by the Constitution and
statute to classify property for purposes of assessment and to assess the
various classes at different percentages of full market value. As of this
writing, Cook i§ the only county that has adopted such a classification system.

Most property is locally assessed, and in all except the seventeen com-
mission organized counties, township assessors have primary assessment respon-
sibility. The township assessors are elected for four-year terms, but their
duties in most instances do not require full-time work. The Revenue Act does
not establish quaiifications for these officials, but recent legislation before
the 1976 General Assembly attempted to establish general qualifications for
local assessors. The state encourages local assessors to take special courses
and training in assessment techniques to improve their status, and assessors
who take such courses and pass an examination receive a state stipend of $300
a year. Approximately 500 assessors have passed such tests in recent years,

In commission organization counties the assessment of property is performed
at the county Tevel. The work of the township assessors is subject to super-
vision and review by the County Supervisor of Assessments. This official is

appointed by the county board, must have two years of relevant experience, and
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must pass a qualifying examination administered by the Department of Local Govern-
ment Affairs. Cook County elects a county assessor, and the County of St. Clair
has an elected board of assessors consisting of five members. In the seventeen
commission counties the county assessor, who is appointed, has the primary asses-
sing responsibility and thus controls local assessment directly.

In I11inois all real property is supposed to be viewed, inspected, and
revalued every four years; this is called the quadrennial assessment. In the
intervening years the assessors are supposed to revalue those properties whose
conditions have been altered in the past year because of improvements, damages,
or incorrect assessment. Real estate in commission counties was reassessed for
the quadrennial year in 1974, and in township counties the last guadrennial asses-
ment occured in 1975. The assessment dafe for real estate is January 1 and the
assessment date for personal property is April 1.

It should be remembered that because of an amendment proposed by the Gen-
eral Assembly to the Revenue ArticTe of the State Constitution of 1870, and

approved by the electorate, plus the Court cases thereon (Lehnhausen v. Lake-

shore Auto Parts Co., 411 U.S. 910, and the supplemental opinion of the ITiinois

Supreme Court following remand, 54 I11. 2d 237), the personal property tax on
individuals is abolished. The personal property thus left subject to ad valorem
taxation includes the following categories: partnerships, limited partnerships,
joint ventures, professional associations, professional service corporations,
trustees and certain fiduciaries, whether corporate or not that do not own

property as natural persons, and bank stock when not owned by a natural person.

Review of Assessments. If a taxpayver feels that an assessment is unfair

or unjust, a complaint may be filed. In Cook County, the dissatisfied taxpayer's

first step is to file a complaint with the county assessor, and, if not satisfied
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with the assessor's ruling on the complaint, the case may be taken to the County
Board of Appeals. If not satisfied with the Board's ruling, the taxes can
be paid.under protest and the case taken to the Circuit Court of Cook County.

If a taxpayer in any of the downstate counties is unsatisfied with his
assessment, a complaint may be made to the County Board of Review. If
unsatisfied with the Board's ruling on the complaint, the complaint may be taken
to the State Property Tax Appeals Board, a board consisting of three
property tax administrators appointed by the governor. The State Board's
decision is subject to the Administrative Review Act and can be appealed in
court,

Although by statute the assessed value should be 33-1/3 percent of full,
fair cash value, actual assessment practices have varied widely because of the
large number of local aséessing officials with different opinions about value,
the inherent difficulty of the assessment process, and pressures on the part
of taxpayers to keep assessments Tow. In addition there is a lack of time and
resources for the assessors to do a thorough job. When the 33-1/3 percent assess-
ment statute was passed in 1975, the state countywide average for the assessment
of property was approximately 33-1/3 percent of actual value.

Variation in assessment levels creates problems for both the assessor and
the taxing body. For example, if two houses next door to each other with a
market value of $24,000 were assessed at different levels of their actual value,
30 percent and 20 percent, one house would have an assessed value of $7,200 and
the other $4,800. Under a tax rate of $5.00 per $100 of assessed value, the
first home owner would pay a property tax bill of $360 and the second would be
asked to pay $240, even though the houses have the same market value.

Inequities often arise because of differences in assessment Tevels among

different assessing jurisdictions. If one township in a county assesses at an
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average level of 20 percent of full value and another assesses at 40 percent,
and both townships are located in the same scheool district, the property owner
in the township that is assessing at the higher Tevel would be payfng twice as
much in school taxes as the property owner in the other township. In addition,
uniformity among county average assessment levels is important, because the
distribution formulae for state grants-in-aid for education, highways, and
public assistance include assessed valuation as a component. A uniform level
of assessment helps to insure an equal basis for applying tax rates and bonded

indebtedness limitations for units of local governments.

Equalization. Since January 1, 1946, there has been a statute that has

for its purpose the equalization of property by the state to promote the equit-
able distribution of the property tax at the county level. Equalization is the
process of adjusting assessed values toc a single average level of actual value.

In other words, this means that the assessed values of all properties are adjusted
so that on the average they will be at the same percentage of the full, fair cash
value of the property. Equalization of assessed values is important at each level
of government--the township, the county, and the state.

It is the duty of the local assessing officials to insure uniformity of asses:
ments within counties. Of course, the quality of assessments depends largely on
the original work done by the local assessors as guided and aided by the super-
visor of assessments or county assessor. However, if assessments show many
inequitable variations, the county boards of review have the authority and the
duty to review the assessments presented to them and to equalize among the town-
ship within a county. This may be done on complaint of a taxpayer or taxing
body on the board's own initiative.

Intercounty equalization, or adjusting county average levels of assessments

to the same level (set by statute at 33-1/3 percent of full, fair cash value) is
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the state's responsibility, and this function has been assigned to the State
Department of Local Government Affairs. The state does not have the author-
ity to adjust individual assessments, but only to raise the aggregate or total
of all assessments in a county by a certain percentage to bring the county
average assessment Tevel into line with the statutory standard.

The "equalization factor" is the method used by the state to adjust
average assessment levels in the various counties to the 33-1/3 percent level.
For example, if one county is assessing property at a level of 16.7 percent of
full, fair cash value, 16.7 percent would be the equalization factor, and it
wouid be necessary for the state to assign a multiplier of 2 to the county to
bring the average assessment level up to 33-1/3 percent of full, fair cash
value. The equalization factor and its reciprocal, the "multiplier,” are
computed by the Department of Local Government Affairs from data obtained in
yearly statewide Studies of the selling price of property as compared to the
assessed values put on such property by the assessors. Such a survey is called
a "sales ratio" study. For example, if a property sells for $30,000, and its
assessed value at the time of the sale is $10,000, the ratio of its assessment
to sales value would be 33-1/3 percent. This 33-1/3 percent is called its
assessment ratio. The equalization factor and its corresponding multiplier are
computed by the state for each county based on data from sales ratio studies,
using statistical procedures which have been developed over a number of years.
It should be remembered that equalization factors are not computed and certified
to the counties until the board of review has finalized assessments and adjourned.
This is the reason that most counties receive their multipliers late in the
assessment year or early in the following year.

The county clerk must multiply the assessed value on each piece of property

Iocally assessed in the county by the multiplier. The result of this process
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is the equalized assessed value of the property. The 1975 multipliers are

shown in Table T.

The Levy. The governing body of each taxing unit determines how much
money is needed to operate during the coming year and how much must be raised
from the property tax. These levies, after being approved by the governing
board, are certified to the county clerk. School districts must certify their
Tevies annually to the county clerk on or before the Tast Tuesday in December.
However, if a school district increases its tax rate for a taxable fund by an
election held after the adoption of the annual school budget for any fiscal
year, 1t may file a supplemental budget.

Tax Tevies are made for the various activities of government, and money
allocated separately for an activity is called a fund. The two most important
funds levied by common school districts are the educational fund and the
building fund. Levies for such funds are made in dollar amounts, and the tax
rate Timit to be applied to assessments is set at the level necessary to raise
the amount of the levy. The county clerk will extend that amount against the
property of the taxpayers in the district, providing it does not exceed the
statutory 1imit applicable to the specific fund as established by the Schoo]
Code. In other words, if the rate necessary to raise the amount of the Tevy
is greater than the maximum legal rate limitation, the legal rate limitation
is applied and the amount of the levy is scaled accordingly. In most cases
the base tax rate limits for the funds of school districts may be increased by
referendum.

Collection and Distribution. After the county clerk extends the property

tax in the county, the county treasurer taxes the books and bills the taxpayers



ounty Multipliier
\dams . 8903
\lexander 2.9752
ond .9678
oone 1.0000
rown 1.1073
ureau 1.4687
alhoun 1. 3581
arroll 1.1010
ass L9177
hampaign .9767
hristian 1.0797
lark 1.5420
Tay 1.0603
Tinton 1.0302
oles 1.1329
00k 1.4483
rawford 1.0804
umberland 1.4959
eKalb L9526
eWitt .9247
ouglas 1.0000
uPage 1.0000
dgar .9473
dwards 1.1877
ffingham 1.0238
ayette 1.7011
ord 1.0552
rankiin . 9805
ulton .8832
allatin 1.2702
reene . 9487
rundy 1.0657
amilton 1.4919
ancock 1.0606
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Table 1

Final Multipliers 1975

County Multiplier
Hardin 1.2459
Henderson 1.4167
Henry 1.3752
I'roquois 1.0000
Jackson 1.0194
Jasper . 9829
Jefferson 1.0800
Jersey 1.4030
JoDaviess 1.0247
Johnson 1.0000
Kane 1.0000
Kankakee 1.0000
Kendali .9155
Knox 1.0000
Lake . 9865
LaSalle 1.0776
Lawrence 1.7732
Lee . 9455
Livingston 1.1065
Logan .9365
McDonough .8574
McHenry L9873
Mclean 1.0000
Macon . 9882
Macoupin 1.0177
Madison 1.0000
Marion 1.0000
Marshall 1.3497
Mason 1.0484
Massac 5.0983
Menard 1.0000
Mercer .85056
Monroe 1.0714
Montgomery 1.1695

County Multiplier
Morgan 1.0000
Moultrie 1.2700
Ogie L9071
Peoria 1.0000
Perry 1.3785
Piatt . 9655
Pike 2.5403
Poper 1.8557
Pulaski 1.1636
Putnam 3.8135
Randolph 1.6482
Richland 1.0000
Rock Istand 1.0248
3t. Clair T.1596
Saline T.0653
Sangamon 1.0000
Schuyler 1.0803
Scott 4,0354
Shelby 2.0766
Stark .8005
Stephenson 1.0172
Tazewell . 9387
Union 1.3933
VermiTlion 1.0867
Wabash 1.0000
Warren .9267
Washington 1.0341
Wayne 1.6066
White 1.4328
Whiteside L9730
Will .9846
WiTliamson 1.0198
Winnebago 1.06000
Woodford .9271
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for their shares of the property tax bills. All personal property bills are
due on June 1, and real estate property tax bills are due in two installments,
the first on June 1 and the second on September 1. Cook County and possibly
one other county follow the accelerated statute, with one half of the esti-
mated bill due March 1 and the corrected remaining part due August 1. If
bills are not ready by the above due dates, they are due and delinquent 30
days after the date of mailing by the collector.

The county treasurer is also collector of property taxes (in a few counties
township collectors assist the county treasurer), and the collector makes distri-
bution to the taxing districts according to tax rates extended. Under normal cir-
cumstances, the greatest distributions are made in late June and late September,

Table 2 shows the growth of the property tax for the most recent five-year
period for which total statistics are available at this writing, the amounts ex-
tended for schools during those years, and the growth of property tax revenues

for school purposes.

Income Tax

The I11inois income tax made its debut in Fiscal Year 1970. In its first
year (actually 11 month's collection) the tax generated about $748 million to the
state's General Revenue Fund. As provided by law, 1/12 of the annual receipts
from the tax are allocated to municipal governments for their operations. School
districts do not receive an earmarked share of the income tax. Currently the in-
come tax is the state's largest single revenue source generating some 35 percent
of the general revenue funds compared to 33 percent for the sales tax, the next
largest revenue source.

The income tax rate levied is 2 1/2 percent on individuals and 4 percent

on corporations. The higher rate on corporations was established to achieve the
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Table 2

Total Taxes Extended and
Amounts for Schools

Amount Extended for

% of Increase
for Schools

Year of Total Taxes Schools {Includes % of Total over Previous
Extension Extended Junior Colleges) for Schools Year

1975 $3,395,038,886 $1,996,283,000% 58.80* 4.1%

1974 3,270,366,997 1,918,867,206 58.67 3.9

1973 3,137,483,030 1,847,673,875 58.89 3.8

1572 3,034,640,418 1,779,762,469 58.65 9.7

1971 . 2,708,400,132 1,621,640,296 59.87 6.9

*Estimated.



Committee on Revenue Resources/125

maximum rate permissible in relation to individual rates as provided in the
Revenue Article of the ITlinois Constitution, which states Article IX, Section
3): (a) "A tax on or measured by income shall be at a non-graduated rate. At
any one time there may be no more than one such tax imposed by the State for
State purposes on individuals and one such tax s¢ imposed on corporations. In
any such tax imposed upon corporations the rate shall not exceed the rate im-
posed on individuals by more than a ratio of 8 to 5."

Because individual and corporate incomes have continued to arow, the
revenue yield from this tax will increase by a projected $235 million for
Fiscal Year 1977, the largest annual growth since the tax was established.

A positive attribute of the income tax, as well as the sales tax, has
been its ability to generate additional revenues to more than offset infla-
tion without the necessity of increasing its rate. Table 4 shows the growth
rates of the income tax since 1971. Between 1971 and Fiscal Year 1975 revenue
from the income tax growth averaged 14 percent, compounded annually. This elas-
ticity of the income tax to expand with a growing economy applies equally in
reverse during an economic slowdown. Consequently the slower upward spiral of
the economy for Fiscal Year 1976 suggests the revenue from the income tax will
grow about 6.6 percent.

In contrast, a 13.9 percent increase in revenues from the income tax is
projected for Fiscal Year 1977. The great fluctuations in additional dollars
to be generated by the income tax from one year to the next suggests it be treated
with caution in any Tong range projections of the tax as a predictabie source of
additional revenues. Unlike revenue from the property tax which is relatively un-
.affected by short term ups and downs of the economy, the income tax tends to be

more “speculative" and thus less dependable for school budgets.
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Table 4§

Annual Dolliar and Percentage

Growth in the State Income Tax
(Dollars in Millions)

Revenue Resources/]126

Fiscal Increase

Year Dollar From Previous Year Increase From 19713
1977 $1,9202 $235 13.8% $911 90.3%
1976 1,687 107 6.6 678 67.2
1975 1,580 167 11.8 571 56.6
1974 1,413 162 12.9 404 40.0
1973 1,251 120 10.6 242 24.0
1972 1,131 122 12.1 122 12.1
1871 1,009 261 34.9

1970 7481

Average (Estimated) $152°3 11.3%3

1Collection for eleven months.

2Pprojections by Dr. A. J. Heins, Department of Economics, University of I1linois.

3Excludes Fiscal Year 1970 as a base for computation since it was less than a

12-months collection.

Source: Education Department, I1linois State Chamber of Commerce.
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Retailers' Occupation Tax and Use Tax

Although there are four separate taxes included in this classification,
they are quite similar in purpose and exactly the same in rate. Therefore,
after the initial technical differences they will all be treated as "sales
tax" in further discussion.

1. Retailers' Occupation Tax - Enacted by SB 665 in 1933, this tax

is imposed on persons selling tangible persconal property at re-
tail in the state.

2. Use Tax - Enacted by SB 510 in 1955, this tax is collected for
the privilege of usihg tangible personal property sold at retail.

3. Service Occupation Tax - Enacted by SB 558 in 1961, this tax is
imposed on all persons engaged in the business of making sales
of service.

4, Service Use Tax - Enacted by SB 559 in 1961, this tax is imposed
on the privilege of using real or personal tangible property which
was acquired as an incident to the purchase of a service.

In I11inois, as in other states that collect sales taxes, the sales
tax is one of the largest producers of revenue. Figure 1 clearly demon-
strates its power to generate state resources. The projections shown for
Fiscal Year 1977 and 1978 are subject to revision as the economic picture
is more clearly in focus.

This is a very elastic tax--in some respects more elastic than the
income tax--for sheer optimism or pessimism of the buying public can affect
their inclinations to buy retail commodities. In addition, it is directly

proportional to inflation,
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The sales tax is very regressive tax. There is considerable debate as
to whether or not it is more regressive than the property tax. Earlier studies
indicate that for some areas of the state and for some income brackets, it is
indeed more regressive. Because of this there are few who advocate increasing

the rate beyond the present four percent.

Miscellaneous Revenues in the General Revenue Fund

In any discussion of state revenues it is soon obvious that the income
and sales taxes account for a great majority of that revenue. Depending on
one's definition of revenues, however, the state takes in one-and-three-
quarters to two billion dollars annually from sources other than the in-
come and sales taxes. To better understand this piece of the revenue pic-
ture it is necessary to remember three key points:

1) Many of the state's cash receipts are not true revenues.
2) Many revenues are restricted as to fund and purpose.
3} Many revenues are not taxes.

The difference between a receipt and a revenue is that a revenue increases
the state's assets without a corresponding increase in Tiabilities, while a receipt
increases both assets and liabilities. For example, in Fiscal Year 1976, the
state recovered over $15 million in fraudulent welfare payments. This money was
a receipt, but not a revenue, since it had to be paid back to the federal govern-
ment.

In Fiscal 1976 the state collected over $400 miTlion in motor fuel taxes.
This money was truly a revenue, but it is unavailable for educational purposes.

It is deposited in the Motor Fuel Tax Fund and available only for state and
local government road improvement projects. Since general state aid for schools
is paid from the Common School Fund, and the Common School Fund is composed largely

of transfers from the General Revenue Fund, most revenues not deposited in the
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General Revenue Fund do not add to the amount available for supporting ele-
mentary and secondary education. If motor fuel taxes doubled in some future
year, we would have more money for building roads, but not for financing edu-
cation.

A tax is a compulsory payment imposed on an individual by government
to help pay for the cost of governmental activities. Ailmost all citizens
are compelled to pay income taxes or other forms of taxes. Many types of
taxes are available, such as the cigarette or liquor taxes. But for people
who choose to smoke or drink, these taxes are compulsory. There are, in
addition to taxes, other unrestricted revenues to the General Revenue Fund.
Examples of such revenues are license fees, and interest on state funds and
investments.

Briefly stated, aside from the income and sales taxes there are very
few unrestricted taxes and revenue sources that could have any éignificant
impact on increasing revenue available for the schools.

Table 5 lists the miscellaneous taxes and revenues which apply to the
General Revenue and Common School Funds and indicates amounts received for
Fiscal Year 1975 and Fiscal Year 1976. Also shown are estimated receipts
for Fiscal Year 1977, based on figures supplied by the I17inois Bureau of
the Budget.

Table 6 indicates aggregate increases estimated for the same miscella-
neous revenue sources during the next five years. Because of the unpredictable
and fluid nature of individual sources of revenue in this category it would be
misleading to project them on an individual basis. However, by assuming an
aggregate growth factor similar to those applied to the sales and incgome taxes

by the I11inois Economic and Fiscal Commission, the State Comptroller and the
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Table 5

General Revenue and Common School
Fund Miscellaneous Revenues
(Dollars in Millions}

Actual Actuall Estimated?

Source FY 1975 FY 1976 FY 1977
Public Utitity Tax $242 $274 $316
Cigarette Tax 158 167 167
Liguor Tax 78 77 80
Inheritance Tax 76 72 76
Insurance Tax and Fees 60 70 75
Corporate Franchise Tax

and Fees 26 26 28
Interest on State Funds and

Investments g5 57 50
Other Sources? 112 1184 123
Total $847 $861 $915

——
L3

State of Illinois, Office of the Comptrolier, Report 507.

2. State of I11inois, Bureau of the Budget, Quarterly Report, July-September,
1977. '

3. Bingo Tax, Hotel Tax, Real Estate Transfer Tax, Auto Title Tax, ITlinois
Central Railroad Tax, etc.

4. Estimated.



‘9248WLI0Y 40 JBQURY) I3RS SLOUL[L] :924hoS

Committee on Revenue Resources/132

L f {971€) L°9¢ L° LY ¢ tE 352431U]
A L1 --- 0°¢lL {0°8) Xe| asLysued] 93e40dio)
(t°2) 6°L (2°9) (67L) b GE Xe] 90UR}[43YU]
L791 --- AR -== (9°¢) XB| JJUBANSU]
e (€1) 0¥ bl L2 Xe] Jonbi]
0 g°e _— (1°¢) (2'6) xe] 973394eb1)
w611 %6 L %8761 %»9°8 w8 xel A3L[l3N 21lghd
LL-9L Ad 9L~GL Ad SL~tL A #L-EL A4 €1-2L M 394N08
S2NUBADY SNOosUR||8DSLY 40 abuey)y Jo ajey
L 9lqel

e L L 280°L GE0° L 66 896 326 ybLH
¥80° 1§ 2E0° 1§ 886 $ 9¥6% L16S 088% 98¢ L83 Mo
¢8 Ad I8 Ad 08 Ad 6L Ad 8L Ad LL A 9/ A S A NIV

(SuoLl LI ut saelloqg)
Spun4 [OOUDS UOUMIO) pUR 3NUSAJY [ed3Usy Y3 Ul
SONUDASY SNOSUR|[3DSLY 40 LIMOJY PIjRWLLST 40 SU0Ldal0ou4d

9 ®lqel



Committee on Revenue Resources/133

State Bureau of the Budget, we can develop an estimate of potential increases
in revenue available for funding public schools.

To emphasize the relative volatility of projecting future yields of indi-
vidual educational revenue sources, Table 7 illustrates the percentage changes,
year to year, for several of the miscellaneous revenue sources.

Tax expert John F. Due of the University of Illinois, writing on Alterna-
tive Tax Sources for Education for the National Educational Finance Project,
recommended the following:

- there are no major untapped tax sources. Major revenue increases

must come from the sales and income taxes.

- & broad based 5 percent sales tax, with no food and clothing

exemption, is reasonable.

- the corporate income tax should be the major business levy.

- annual state tax burdens should be comparable to their

neighboring states.

- most states can make more effective use of income taxation,

by the use of higher rates.

ITTinois fits Due's description quite closely. While we can look forward
to some revenue growth from miscellaneous sources we should not expect any pan-
acea in this area.

Finally, educators tend to assume that politicians are serious when they
say, "education will be my top priority."” This statement has seldom translated
into dollars for schocls. Competition among government functions for revenue
growth proceeds will continue to increase. Given choices between spending for
the environment, public safety, transportation, health, welfare, and schools,

how and where the taxpayers decide to use their resources will be critical to

the future of school finance.



A STUDY OF THE RELATIONSHIP BETWEEN SELECTED SOCIOECONOMIC VARIABLES
AND LOCAL TAX EFFORT TO SUPPORT PUBLIC SCHOOLS IN ILLINOIS

Thomas Wei-Chi Yang and Ramesh Chaudhari

Introduction

School districts in the State of I1linois exhibit widely varying Tocal
tax effort to support their educational program. In I1linois, the operational
money available to schools is obtained from a large number of funds with inde-
pendent taxing powers. Local districts have authority to levy, by action of
the school board and/or by vote of the people, additional taxes so that the
quality of education may be improved. The exercise of local independent tax-
ing power is well established and commonly considered important in the main-
tenance of local control of education. However, this local taxing power has
recently raised significant questions with regard to equalization of educa-
tional opportunity. Many educators and legislators feel that the level of
district tax effort in support of public education is closely associated with
the local social, economic, or political conditions. These conditions have
sometimes worked to the disadvantage of worthwhile education. The citizens
of some communities have, without due consideration to the consequences, de-
prived their own children of a good education.?

Most studies dealing with the problem of equity in educationatl
opportunity, particularly in the State of I1linois, have focused on fiscal
neutrality as a measure of equity. ~There has not been much research published
in the area of tax effort distribution. One problem contributing to this lack

of publication in the past has been the lack of interest in the dispersion of
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district tax effort. Often there is concern that certain districts are being
favored or short-changed, but seldom is there discussion of the impact of adopt-
ing certain funding programs on equal educational opportunity. A state funding .
system that is designed to offer incentive grants to school districts levying
higher Tlocal taxes must address the problems created by wide variations in dis-
trict tax effort. A child's education may be seriously impaired or restricted
if local aspiration levels inhibit school district authorities from utilizing
resources that are present in the tax base of the local school district.?

In addition to the local aspiration factor, the study will also call
attention to some variables that are important in the process of local decision
making with regard to tax effort. Not all locally imposed taxes are truly local
in nature. Some local taxes may be exported to other communities. The taxes on
industrial and commercial business properties, for example, may be transferred
outside the taxing jurisdiction through forward shifting to consumers and back-
ward shifting to the non-resident suppliers. Local taxing power is increased
in high commercial and business areas while it is reduced in lTow commercial and
business areas because a large proportion of naon-residential property would mean
that voters' tax dollars would be supplemented by the much larger contributions
of commercial and industrial property owners.3

Local spending decisions on education could also be affected if the edu-
cational benefits are extended to an area larger than the decision-making local
school district. This seems to be likely because local school districts cannot
close their borders to the citizens of the other school districts. Such school
districts have 1ittle control over the flow of education benefits beyond their
boundaries. Where the Tocal school district that makes decisions concerning
spending on education services cannot completely internalize costs and benefits,

it may underspend or overspend.®
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If one or more factors, such as local aspiration, benefit spillover, or
cost spillover, has a significant impact on local public school spending levels,
then the adoption of a District Power Equalization system {providing local in-
centives while equalizing per-pupil district tax base) would not lead to sub-
stantial equality of educational opportunity. In such circumstances, the
desirability of continuing to grant each local district indepéndent education
taxing power would be doubtful.

Thus, this study focuses on the relationship between selected socioceconomic
characteristics of local schoel districts and tax effort and seeks answers to
questions concerning the determinants of local tax effort. Some questions that
might be answered are as follows:

Is local tax effort a positive {or negative) function of Tocal wealth

or fiscal ability?

Do socioeconomic characteristics of the local school districts appear

to influence the decision of the local tax effort?

Can a generalized profile of tax effort in relation to socioeconomic

characteristics be developed from this study?

The answers to these questions may provide a better understanding of the
complex nature of local tax effort. From the results of the analysis, under-
lying factors affecting the determination of local tax effort may be identified.
The identification of such factors could provide valuable infermation for im-

proving the degree of equal educational opportunity among schoel districts.

Related Literature

The study intended to examine the relationship between school district
tax effort and selected sociceconomic variables. The purpose of this section
is to review relevant Titerature and research that both focuses directly and

exclusively upon school tax effort, and looks at local tax referenda for the
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educational fund in conjunction with other types of local referenda. The
lTocal tax effort generally is related to local fiscal ability and demand
for public education. The selected Titerature and research in this section,
therefore, are divided into two parts. The first examines factors affect-
ing the local fiscal ability; the second examines factors affecting the

local demand for education.

Factors Affecting the Local Fiscal Ability

Assessed Property Valuation per Pupil. A measure of local district

fiscal ability to support education normally includes real property values.
From the standpoint of the taxing school district, assessed values are more
important than are market values. Together with the tax rate, the district's
ability to raise tax revenue is determined by local assessed values. For
this reason, assessed values, instead of real values, is selected as a measure
of local fiscal ability.

With a fixed amount of school budget, a school district with high assessed
property valuation per pupil is able to generate relatively high revenues
per pupil with a relatively Tow tax rate. A school district with a relatively
low assessed valuation of real property per pupil is only able to generate
relatively Tow revenues, even with a considerably higher tax rate. Thus, a
negative relationship between assessed property valuation per pupil and tax

rate would be expected.

Share of Residential Property. Many studies put their emphasis on the

total property tax base per pupil and seldom give proper attention to the com-
position of the local property tax base that also influences local decisions
to provide educatiocnal services. In general, the school tax base can be

divided into local and non-local components. Not all locally imposed taxes
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are truly local in nature. A school district with a high percentage of com-
mercial and industrial property may exert a high tax rate simply because a
small portion of taxes raised by residents of the local district would be
compounded by the much iarger contributions of commercial and industrial
property owners in the district. This variable may be a measure of cost
spillout. This cost spillout variable might be negatively correlated with
the level of tax rate. The 1973 study of cost and benefits spillouts as
factors affecting local taxation for public schools in West Virginia by
Bowman clearly revealed that access to a tax base that enables voters to
impose taxes for Tocal use while exporting part of the burden outside the
taxing jurisdiction was significantly and positively related to the level

of Tocal taxes per pupil.®

Income. In many respects, income provides a better measure not onily
of capacity but also of the ability to pay the taxes that have been levied
since the true capacity of a local district is determined by flow of resources
as well as by the taxable resources'avai1ab]e.5 Many studies have indicated
a positive relationship between income and the schoo] tax referenda election
outcome., Milstein and Jennings' study of success or failure on bond refer-
enda in western New York during 1968-69 found that districts with a high
percentage of low income families were more likely to perceive the school
bill as excessive.’ Gallup's study of adults' attitudes toward school refer-
enda further supports Milstein and Jennings' findings that higher income people

were more favorable toward school tax increases than were lower income people.®

Population Density. Because of the overlap of local school districts

and local governmental units, both must Took at the same tax base for their

support. City government's expansion is utiiizing local resources, for example,
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could-affect the ability and willingness of citizens to support public school
taxes. It is possible that an area with high expenditures for.other govern-
ment services would have less resources available for the support of public
schocls. The existence of such disparity between Tocal fiscal ability and
actual ability to raise revenue is labeled "municipaT overburden."?

Since the data on other government taxes is not readily available, a
proxy measure of municipal overburden could be utilized. Through the effect
of population density the impact of municipal overburden on school support
may be examined because of the close linkage of density to urban problems.
Another proxy variable for municipal overburden is percentage of low income
families. The predominance of low income families could indicate a high

degree of fiscal inability.

Growth Rate of Assessed Property Valuation. Assessed property valu-

ation is one measure of district fiscal ability. There is a relationship
between the growth rate of district tax capacity and tax rate. Education

is considered a normal good on the theory that demand for education is ex-
pected to increase as the district fiscal ability increases. A 13961 study
of financing government in metropolitan areas by Sacks and Hellmuth included
32 school systems for the period 1950-58.1% Hickrod and Sabulac revealed
that changes in assessed valuation was the most significant single variable

accounting for the variation of school expenditures.

Ratio of Local Revenue to Total Revenue. Local school districts receive

large amounts of financial aid from state government. A state aid funding
system that provides incentive grants {reward for effort) for school districts
levying higher taxes tends to have some influence on local tax rate deter-

minations. It is expected that such incentive schemes induce more local
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dollars to be spent for public education. A 1974 study of voter behavior on
local taxes by Alexander and Bass revealed that this price-related variable
was positively correlated with the school tax election outcome. However,

the coefficient on this price-related variable exhibited considerable fluctu-
ations in both absolute value of significance depending on the form of equa-

tions. 11

Factors Affecting Demand for Education

Variables related to this fiscal ability of local school districts
affect public demand for education, at least indirectly. The factors affect-
ing the direct measure of the demand for education includes presence of
children, nonwhite population, educational attainment, urban residence, ratio
of owner-occupied housing units to total units, occupation and enrollment change.
The assumption is that these variables capture the extent to which people view
public education as important or unimportant because of the reTationship of
formal education to their work, to perceived paths of social mobility, to
their lifestyles, or merely because they have no children in pubiic schools
and do not care to support the education of others.'? Literature related to

these factors is as follows.

Presence of Children. Both theoretical considerations and some previous

empirical studies suggest that presence of children should have some impact on
voter behavior. In a 1964 study of voter participation patterns in three Oregon
school districts, Parnell found that a group of citizens having children in

school was more likely to participate in school budget elections than non-parents.?3
Nelson, in studying the outcome of school bond elections in 1968, also found that

parents who had children in school tended to approve school tax increases.l®
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Nonwhite Population. According to a number of previous empirical studies,

the percentage of nonwhite populations seems to be positively associated with
tax referenda outcomes. A 1967 study of patterns of white and nonwhite school
referenda participation and support by Masotti revealed that nonwhite citizens
were less active participants in school financial elections. Of interest is
that nonwhites who participated in the voting, voted in favor of school tax
increases.l® Friedman also noted the existence of distinctive subcultural
voting. Jewish and Negro populations were found to support virtually aill

referenda with a low level of turnout rate.l1®

Educational Attainment. It is frequently assumed that the higher an indi-

vidual's educational level, the more likely he or she will appreciate the value of
education. This assumption has been supported by numbérs of empirical studies.
McKelvey, in the study of voting behavior in two coterminous sytems of local
government found that individuals who had at Teast some college education

were more likely to vote in favor of these school tax elections than individuals
with less education, regardless of their ranking on other dimensions.1l7 In
1968, Boozer's study of the voting public in Grand Rapids, Michigan, aiso sup-
ported this finding.1® Gallup reported that 50 percent of the college gradu-
ates polled favored tax increases for schools while only 27 percent of the
people with only elementary educations approved. 19 However, negative relation-
ships between educational attainment and the level of appreciation of the advan-
tages of education were present in the McMahan, Jordan, and Davison studies.?20
This negative relationship might suggest that persons with low levels of edu-
cation might have high demand for education for their children so their chil-
dren might have better lives through better education.

Urban Residence. The use of urban residence measures is in line with the

assumption that persons residing in urban areas have more of a demand for



education than residents of non-urban areas. Therefore, the rural or urban
nature of the school district might have some influence on voting behavior.
In a 1974 study based on more than 1,600 school district property tax elec-
tions held in Califarnia from the mid-1950s to 1972, Alexander and Bass
found a positive correlation between percentage of urban population and

election outcome, but this correlation was not significant.?l

Ratio of Owner-occupied Housing Units to Total Units. This variable is
intended to reflect the strength of the Tevel of commitment that the proberty
tax payers in the community exhibit. This variable primarily serves as a proxy
variable of benefit spillout. Theoretically, owner-occupants are more attached
to the community than renters. A high percentage of owner-occupants would indi-
cate either (1) strong attachment to the community or (2) high population sta-
bi}ify. Both of these factors are expected to be positively associated with the
tax rate level. In a 1974 study of 1970 school district property tax elections
in California, Alexander and Bass examined the relationship of a large number
of variables to election results.?2 The dependent variable was dichotomous,
taking on the value of cone if the tax referendum passed and zero if it failed.
Alexander and Bass found that the coefficients of percentage of owner-occupied
housing was positively related to the referendum outcome; however, the coefficient

was not statistically significant.

Occupation. Occupation also tended to measure taste or demand for public
education. Occupation has been found to have a strong relationship to education
attainment. Since education theoretically and empirically was found to be posi-
tively associated with the high value of the advantage of education, ogcupatien
therefore is expected to have a relationship with education. Many studies have

attempted to correlate voting outcomes-with occupational status. allup, in his
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annual survey of attitudes toward education across the nation in 1969, found
that individuals in business and professional occupations were more 1ikely to
vote than were individuals in other occupational categories.?® Hamilton and
Cohen, in their study of school referenda, also found that social status was
highly related to percentage of favorable vote. They found that in Ithaca and
Corning, New York, persons employed in professional or managerial occupations
were more supportive of education tax referenda than were persons employed in

other occupations.2h

Enrollment Change. The school district expenditure level is, to some

degree, dependent upon.the demand for education. A school district with a

high percentage of declining enroliment is less Tikely to increase its tax

rate than are increasing enrollment districts. This expectation presumably
follows the assumption that the demand for education decreases as enrollment
declines. In a 1965 study of voting behavior in referenda elections in I1linois,
Johnson found that bond issues were approved at a higher ratio in school dis-
tricts that had a rate of growth in average daily attendance above the median

rate of growth for all school districts in the sample.25

Context of the Study

Background

School districts in I1linois can be of three basic types: elementary,
high school, or unified. In 1974-75 there were 476 elementary school districts,
134 high school districts, and 442 unified school districts. There is no legal
relationship between elementary and high school districts. Frequently, their
boundaries are not coterminous. A single high school district will frequently
overlie all, or part of, many elementary districts. Tax rates in a unified

district will generaily be higher than in either elementary or secondary



districts. The main reason for giving attention to these structual differences
is that property value per pupil and many other characteristics freguently
depend upon the type of school district.

Maximum tax rates for general operating expense, a building fund,
capital improvement, and some other specific purposes are also prescribed
for each type of school district by statute in ITlinois. Voter approval
is required to exceed the limits, and such authorizations are of indefinite
duration. Special levies may be imposed without referendum for a variety
of purposes, such as building maintenance funds, retirement, working cash
fund, junior college tuition, and special education. A distinctive aspect
of the I1linois tax system is "the back-door referendum.”™ A "back-door
referendum” describes the circumstances under which the public may force
the school board to have a referendum on some action taken by the board.

This is accomplished by a petition submitted by the appropriate number of
persons. This applies to a number of tax rates which boards of education
Tevy. Funds subject to the back-door referendum include bond issues for
the working cash fund and the educational fund for dual school districts.

In 1973, I17inois amended its old foundation program. Districts under
this amended funding system have the option of being reimbursed under several
formulas. The major formula change provides reimbursement under the "resource
equaiizer" principle. A district's entitlement is based on three major
factors: (1) the concentration of Title I eligible pupils, (2) the district's
assessed property value, and (3) the district's operating tax rate. Under
the Resource Equalizer Formula, districts with operating tax rates for unit,
elementary, and high scheol districts equal to or in excess of 3.00 percent,
1.95 percent, and 1.05 percent, respectively, have a state guaranteed found-

ation level of $1,260 per pupil in Title I Weighted Average Daily Attendance



(TWADA.)}2® If districts under this plan have operating tax rates in excess
of the maximum rates specified for each type of district (3.00 percent for
unit, 1.05 percent for high school, 1.95 percent for elementary districts),
such districts must reduce their tax rate gradually or proportionately to
the share received of the state aid entitlement during the following con-
secutive three-year period. The operating tax rate for these "roll-back
districts,” however, can be maintained at a Tevel not to exceed a certain
limit as defined by statute.?27?

Because of the complicated structure of formula funding systems, and
differences of geographic and demographic nature among unit, high, and ele-
mentary school districts, the analysis of data was made for each type of

district. The results, however, were reported in a consistent form.

Research Approach

For the purpose of finding tax effort structure characterized in terms
of socioeconomic variables of school districts in the State of I1linois, the
operating tax rate, that is the tax rate exerted by local school districts for
basic educational fund or funds, was employed as a measure of tax effort.
School districts were ranked in ascending order according to the level of the
tax fate, and then were evenly divided into four groups--low, Tow medium,
high~-medium and high tax rate group. The purpase of this categorization was
to determine if a profile of the nature of local tax effort existed. This
profile then provides insight into the nature of tax effort and, consequently,
helps identify some of the determinants of high and Tow effort. Low tax rate
groups were as follows: 0.564-1.345 elementary; 0.983-1.275 secondary; 1.128-2.116
unified. Low medium tax rate groups were as follows: 1.348-1.627 elementary;
1.286~1.456 secondary; 2.117-2.301 unified. High medium tax rate groups were
as follows: 1.627-1.928 elementary; 1.464-1.704 secondary; 2.302-2.600 unified.
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The high tax rate groups were as follows: 1.931-3.336 elementary; 1.705-2.44]
secondary; 2.603-3.605 unified. These tax rate ranges were used throughout the
study.

Multiple discriminant analysis was used for the exploration of the struc-
ture of tax effort. The distinguishing feature of the multiple discriminant
analysis is to provide a geometric model of the similarities and differences
among groups in a reduced measurement space. Groups can be located with re-

spect to the reference vectors.?28

Variables Used in the Study

Seventeen socioeconomic variables were used in the multiple discriminant
analysis. Each was selected because it had been shown to be of some signifi-
cance in previous studies or because, theoretically, it was expected to be re-
lated to tax effort in some way. Following are the descriptions of the 17

selected socioeconomic variables:

1. Income, percent of population with annual
less than $5,000 income less than $5,000.

¢. Income, percent of population with annual
greater than income greater than $25,000.
$25,000

3. Average income average income per capita.

4. Education, college percent of population 25 years old
or over with four or more years of
college education.

5. Education, percent of population 25 years old
elementary or over with education less than

elementary level.

6. Occupation percent of employed persons in pro-
Professional & fessional and managerial occupation.
managerial

7. Occupation, percent of employed persons in
blue collar operatives, transport equipment

operatives and laborers {except farm).



11.

12.

13.

14,

15.

16,

17.

Nonwhite
Children

Urban Tiving

Owner-Occupied
housing

Population
density

Assessed property
VYaluation per ADA
(AV per ADA)

Assessed
Valuation Growth
Rate (AV growth
rate)

Residential
housing
Enrollment

Growth

Price

Data Resources
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percent of nonwhite in membership.
percent of population age 6 to 18.

percent of population living in urban
areas.

ratio of owner-occupied housing units
to total units.

number of people per square mile.

ratio of equalized assessed property
value to number of pupils in average
daily attendance (ADA) in 1973.

ratic of 1974 equalized assessed
valuation to 1972 minus one.

ratio of aggregate value of owner-
occupied housing value to four times
the equalized assessed value.

ratio of 1974 enrolliment to 1972,
minus one.

ratio of local revenue to total in
1974.

Data for variables one to twelve and the residential housing value were

obtained from the 1970 census.

Data for variables thirteen to seventeen, plus

school operating tax rates for 1974, were provided by I1linois Office of Edu-

cation.

For the 1975 operating tax rate, it should be noted that since it

was not available at the time the study was in process, the 1974 tax rate

plus tax referendum data for educational fund at 1974 was used to approxi-

mate the 1975 operating tax rate.

Study Population

The initial population was the 1,052 school districts in I1iinois as of

1974-75 (476 elementary, 134 high, 442 unit).

Since some missing values were
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found in residential housing data and some school districts were not identi-
fied because of conso]idatiohs after July 1, 1974, the study was restficted

to the population of 430 elementary, 127 high, and 381 unit school districts.

Limitations

The study attempted to relate the results to characteristics of the
school districts and of their tax efforts. Since the data were aggregated
by school districts, the results of this study could not be used to draw
any conclusions about individual behavior, but must be confined to state-
ments about the specific aggregate characteristics of these school districts.
It is not appropriate to say, for example, that high education individuals
vote for higher school taxes but rather that school districts with greater
percent of populations of high education attainment have a greater proba-

bility of exerting higher tax rates.

The Results

Unit School Districts

Three hundred and eighty-one unified school districts.were studied.
Table 1 shows the coefficients for the three discriminant functions ob-
tained in the multivariate discriminant analysis. Bartlett's V statistic
was used to determine the significance of overall group differences. It
was found that the total discriminable variance of 125 was distributed as
chi-square with 51 degrees of freedom, indicating at least one significant
function among the three functions of the table. To test the signficance
of each individual discriminant function, the successive chi-square tests
of Bartlett's V statistic were applied. The results of the tests indicated
that the first two discriminant functions were significant, while the third

function appeared to provide little additional group discrimination.
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To test whether this discriminant procedure is significantly better than
a purely random partitioning of the measurement space, the classification ma-
trix for 17 variates, which provides a convenient method of summarizing the
number of correct and incorrect classifications made by the discrimination
procedure, was used. A chi-square test found the differences between the
means among the four groups to be significant at the .01 critical level.
Thus, the discrimination procedure satisfactorily separated the Tow and

high tax effort districts.

Table 1

Multiple Discriminant Coefficients
for Unit School Districts

Function 1 Functicn 2 Function 3

Income, greater than $25,000 2.13 -9.96 3.05
Income, less than $5,000 0.17 +8.30 -4.25
Education, college 12.17 +14.56 3.91
Education, elementary 0.24 +5.56 6.32
Occupation, professional 3.82 -4.79 -2.38
Occupaticon, blue collar 6.82 +(0.68 -2.14
Average income 0.00 +0.00 -0.00
Nonwhite 1.56 -0.09 -4.72
Children -5.93 +37.57 -27.31
Urban Tiving -0.35 -0.00 -0.26
Owner occupied housing 0.67 -2.38 -4.20
Assessed valuation per ADA -0.09 +0.60 0.02
Residential housing 0.01 +0.60 0.02
Density 0.08 +0.01 0.23
Enroliment change ~0.05 +0.01 0.04
Assessed valuation growth -0.03 -0.03 -0.04
Price 0.03 +0.02 -0.00

Bartlett's V Statistic = 125 Significant at 0.01 Tevel.
Degree of Freedom = 51.

From the classification matrix for the 17 variates, a normalized classifi-
cation matrix is presented as Table 2. The elements of the normalized classifi-

cation matrix are fractions of correct and incorrect classifications, which are
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derived from the raw misclassification counts qbtained by dividing each by
its row total. The normalized classification matrix provides some indica-
tion of the similarities and differences among the four groups. Districts
in the low tax effort group have strongly differentiated characteristics,
as indicated by the 50.5 percent on its diagonal. They are somewhat differ-
ent from the districts in the high tax effort group and, to a lesser extent,
are different from those of the other tax effort categories, as indicated by
the correspondingly “off diagonal” elements. Districts in the high medium
tax effort group appear to be similar to districts in the Tow medium tax
effort group; its diagonal element of 41 percent is only two times as large
as its "off diagonal" element of 20 percent with respect to Tow medium group.
However, this relationship between the high medium tax effort group and the
low medium group is not reciprocal; the diagonal element of 51 percent with
respect to Tow medium tax effort group is almost four times as large as the
"off diagona1“ element of 14.6 percent of misclassification to the high
medium tax effort group. Like the other three groups, the high tax effort
group has a fairly distinct profile; it tends to be disproportionately asso-
ciated with both the low medium tax effort group and the high medium tax
effort group rather than with the low tax effort group. The relationship
between the high tax effort group and the low medium tax effort group appears
to be less reciprocal than does that between the high medium tax effort group
and the high tax effort group.

Some evidence of the similarities and differences among groups has
been shown in the normalized classification matrix. Certain prominent socio-
economic characteristics related to each tax effort group can be observed
by inserting variable vectors into the configuration of tax effort groups,

so that they tend to point toward the groups having the highest mean levels,
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and away from the groups having the Towest mean levels. The length of the
variable vector is determined by multiplying the simple "between-groups"
correlafiohs by the ratio of between-groups variance tc "within-groups"
variance for the particular socigeconomic variable. The length of the
variable vector can be used to represent its potency as a discriminator

among the groups.

Table 2

Normalized Classification Matrix for Unit School Districts

Number Group 1 Group 2 Group 3 Group 4
of lLow Tax Low Medium High Medium High Tax

Actual Group Cases Effort Tax Effort Tax Effort Effort
GROUP 1
Low Tax Effort 95 50.5% 17.9% 24.2% 7.4%
GROUP 2
Low Medium Tax Effort 96 17.7% 53.1% 14.6% 14.6%
GROUP 3
High Medium Tax Effort 95 16.8% 21.1% 43.2% 18.9%
GROUP 4
High Tax Effort 95 13.7% 22.1% 21.1% 43.2%

Percent of grouped cases correctly classified 47.5%.
Chi-square = 102.93.

Figure 1 shows the profile of tax effort groups in unit school districts
with socioeconomic variable vectors projected into the model. The picture indi-
cates that the Tow tax effort groups differed from the other groups {particularly
the high tax effort group} by having relatively high assessed property valuations
and high price level. The high tax effort group tends to have a relatively high-
er percentage of people with income over $25,000, higher percentage of people
Tiving in urban areas, higher percentage of people with four years or more col-

lege education, higher percentage of people in professional and managerial
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occupations, higher average income per capita, higher percentage of residential
housing value, and higher population density. Conversely, the lTow medium tax
effort group appeared to have a higher percentage of people with less than an
elementary level, education and incomes of Tess than $5,000. In examining the
difference of average assessed property valuation per ADA, it was found that
the mean level of assessed property valuation for the Tow medium tax effort
group was little different from that of the high tax effort group.

Thus, it is evident that factors associated with educational attainment,
accupational status, and per capita income tended to be the major discrimina-

tors of local tax effort in unit districts.

High School Districts

One hundred twenty-seven high school districts were included in the
study. Table 3 reports the structure for the three discriminant functions
among which two discriminant functions were revealed to be significant by
the results of the successive chi-square tests of Bartlett's V statistic.
They accounted for .87 discriminable variance.

The accuracy with which the school districts could be classified as
belonging to either of the criterion groups was also tested by chi-square
to determine if the proportion of correct and incorrect classifications
were significantly different from those expected if only chance factors were
operating. The results of the test of the precision of classification are
presented in Table 4. The chi-square value of 93.75 1is significant beyond
the .01 level, indicating that the classification provided by the discrimi-

nant function was highly accurate.



Yang and. Chaudhari/154

Table 3

Multiple Discriminant Coefficients
for High School Districts

Function 1  Function 2  Function 3

Income, greater than $25,000 ~0.03 +4.29 -1.86
Income, less than $5,000 4.03 -2.77 -1.1
Education, college 1.22 -2.85 23.03
Education, elementary -2.77 +0.71 6.93
Occupation, professional 3.68 -8.29 -33.01
Occupation, blue collar 0.88 =10. 11 -4.00
Average income -0.00 -0.00 -0.00
Nonwhite -0.33 +3.06 - =2.32
Children -2.03 -0.83 - 23.49
Urban living -0.92 ~0.82 2.52
Owner occupied housing 2.95 -1.88 -3.12
Assessed valuation per ADA -0.01 +0.01 0.00
Residential housing 0.04 +0.02 0.00
Density 0.20 +0.05 -0.08
Enroliment change 0.00 -0.03 ~-0.01
Assessed valuation growth -0.00 +0.06 0.04
Price 0.04 -0.01 -0.02

Bartlett's V Statistic = 135 Significant at 0.01 level.
Degree of Freedom = 51.
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Table 4

Normatized Classification Matrix for High School Districts

Predicted Group Membership

Number Group 1 aroup 2 Group 3 Group 4
of Low Tax Low High High Tax
Actual Group Cases Effort Med1ium Medium Effort
Tax Effort Tax Effort

GROUP 1 _
Low Tax Effort 32 59.4% 31.3% 6.3% 3.1%
GROUP 2 _
Low Medium 32 12.5% 71.9% 12.5% 3.1%
Effort
GROUP 3
High Medium 32 3.1% 25.0% 50.0% 21.9%
Tax Effort
GROUP 4
High Tax Effort 31 12.9% 6.5% 12.9% 67.7%

Percent of grouped cases correctly classified 62.2%.
Chi-square = 93.75, significant at 0.01 level.
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A normalized classification matrix can be formed in the same manner
as described in the unit school district section. From the normalized
c]assification matrix shown in Table 2, all tax effort groups have fair-
ly distinct socioeconomic profiles, as indicated by the vaiues on the
diagonal. The Tow tax effort group is similar to the tow medium tax
effort group, while the high medium tax effort group seems to be some-
what associated with the Tow medium tax effort group; the relationships
between these three groups, however, are not reciprocal. That is, if
districts of one group tend to be misclassified in a second group, dis-
tricts of the second group are, in turn, likely to be misassigned to the
first group. The low tax effort group is strongly differentiated from
the high tax effort group; its corresponding value on its off-diagonal
is 3.1 percent.

This remarkable differentiation among groups resulted from the
classification analysis, which suggested that the socioceconomic profile
could be distinctly identified and that this profile could be discrimi-
nated effectively among the four tax effort groups. As noted, only two
discriminant functions are significant. Differences between the tax
effort groups can then be represénted in a two dimensional configura-
tion. The four group centroids and socioeconomic variable vectors were
plotted on a two-dimensional space and are displayed in Figure 2.

The configuration, with a socioeconomic characteristics vector
projected into the model for high school districts, identifies the
fairly distinct characteristics associated with each tax effort group.
The Tow tax effort group differed substantially from the other groups
by having a relatively high level of assessed property valuation. Average

assessed valuation per ADA was computed for each group. They were $102,804
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for low tax effort group, $62,829 for low medium tax effort group, $69,375
for high medium tax effort group, and $64,122 for high tax effort group.
It was expected that low tax effort was inversely correlated with high
property assessed valuation. Of surprise is that the mean level of prop-
erty valuation per ADA in the low medium tax effort group is Tittle differ-
ent from that of the high tax effort group. By inspecting the socioeconomic
variable vectors in Figure 2, charactefistics related to education attainment,
income Tlevel, occupational status, residential housing, and urban living
appear to be of considerable importance in determining the amount of local
tax effort.

The configuration presented in Figure 2 also reveals a strong rela-
tionship between tax effort and the percentage of owner-occupied houses,
as an indirect measure of benefit spiilover, in the high medium tax effort
group. This implies that if educational benefit spillover is Targe, an
increase in educational expenditures necessitating a rise in property taxes

would be met with considerable resistance from local residents.

Elementary School Districts

Four hundred thirty elementary school districts were studied. The
coefficients for the three discriminant functions for elementary districts
are presented in Table 5. To test the significance of overall discrimi-
nations among the groups, BartTett's V Statistic distributed as chi-square
was applied. The chi-square value of 335 for the 51 degrees of freedom is
significant beyond the 0.01 critical level, suggesting that there exists at
lease one significant function among the three. The results of successive
tests of chi-square revealed that the first two discriminant functions were
found to be significant. The third discriminant function also appears to

provide some additional group discrimination; however, since it accounts
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for less than six percent of the sum of all three roots, differences between

the tax effort groups can be explained by the first two discriminant functions.

Table 5

Multiple Discriminant Coefficients
for Elementary School Districts

Function 1
Income, greater than $25,000 -1.83
Income, less than $5,000 -0.26
Education, college 4.73
Education, elementary -2.00
Occupation, professional -2.14
Occupation, blue collar 0.64
Average income 0.00
Nonwhite 2.03
Children -0.66
Urban 1iving 0.11
Owner occupied housing 0.20
Assessed valuation per ADA -0.00
Residential housing 0.02
Density - 0.08
Enrollment change 0.00
Assessed valuation growth -0.00
Price 0.00

Function 2 Function 3
7.20 -6.51
-3.48 2.19
5.06 -2.10
3.48 0.15
-6.15 16.07
-7.04 5.95
-0.00 -0.00
1.50 6.44
0.65 1.17
-0.81 -1.09
2.49 5.11
0.01 -0.00
0.00 0.02
0.11 0.11
-0.00 -0.00
0.00 0.00
0.00 0.04

Bartiett's V Statistic = 335 Significant at 0.01 Tevel.

Degree of Freedom = 51.

The test of the precision of classification was applied. The results

of the precision test are reported in Table

6.

The chi-square value of 40.45

is significant beyond the 0.01 significance level, indicating that this func-

tion accurately separates the four tax effort groups.

A normalized classification matrix in which the diagonal elements denote

the percentage of correct classifications and the off-diagonal elements denote

the percentage of incorrect classification can be developed and therefore re-

ported in Table 6.



Yang and Chaudhari/160

Table 6
Normalized Classification Matrix for Elementary School
Bistricts
Number Group 1 Group 2 Group 3 | Group 4
0f Low Tax Low High High Tax
Normal Group Cases Effort Medium Medium Effort
Tax Effort Tax Effort
GROUP 1
Low Tax Effort 107 70.1% 22.4% 7.5% 0.0%
GROUP 2
Low Medium Tax 108 21.3% 46.3% 24.1% 8.3%
Effort
GROUP 3
High Medium 108 13.9% 26.9% 34.3% 25.0%
Tax Effort
GROUP 4
High Tax Effort 107 5.6% 14.0% 17.8% 62.6%

Percent of grouped cases correctly classified 53.2%.
Chi~square = 40.45, significant at 0.01 level.

The low tax effort group and the high tax effort group have strongly dif-
ferentiated profiles; the diagonal element corresponding to these two groups are
70.1 percent and 62.6 percent, respectively, and the off-diagonal indicates
that misclassification percentages are zero percent and 5.6 percent. The low
medium tax effort group has a fairly distinct profile, and is most similar to
the Tow tax effort group, followed by the high medium group. The high medium
tax effort group appears to be lgss differentiated, particularly from the low
medium tax effort group and thé high tax effort group; its diagonal element
of 34 percent is less than 1.5 times as large as the misclassification in the

Tow medium and the high tax effort groups.
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Inspection of Table 6 suggests that certain socioeconomic character-
istics are found to be mostly clearly associated with each individual tax
effort group. Figure 3 presents the two-dimensional configuration with
four centroids and socioceconomic variables plotted into the space. The
axes are corresponding to the most significant discriminant functions.
Figure 3 demonstrates that the low tax effort group differs substantially
from all of the other groups in that it has relatively high property as-
sessed valuation per ADA. The mean levels of average assessed valuation per
ADA were computed for each tax effort group. The low tax effort group
appears to have the highest average assessed value of $38,231, followed
by the high medium tax effort group of $36,741; the high tax effort group has
$33,957, and finally the low medium tax effort group has $33,152. As was
expected a_priori, the inverse relationship between the tax effort and
property assessed valuation was found in both the Tow tax effort group and
in the high tax effort group. The attention, however, shouid be focussed
on the differences between the high tax effort group and the low medium
tax effort group when they have almost the same size of property valua-
tion per ADA. The sacioeconomic variable vectors indicate that the dif-
ference between these two groups seems to be evident. The separation
of the low medium tax effort group and the high tax effort group was main-
ly due to the differences in education attainment, income level, occupation
status, residential housing, population density, and owner-occupied housing.
The factors affecting the districts' ability and demand for education seem

to play an important role in determining the amount of local tax effort.
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Summary and Policy Implications

It is evident from this study of tax effort in relation to seventeen
selected socioeconomic variables that a generalized profiie of the nature
of tax effort can be developed for all types of school districts by taking
only the most consistently prominent variables intc account. Before de-
scribing the profile, it should be stressed that, in each case, the prom-
inence of a sociceconomic factor is represented relative to the prominence
of that same factor in other groups, and not relative to the prominence of
other socioeconomic factors in the same group. For example, educational
attainment may be very promfnent in all tax effort group profiles. It,
however, appears as a distinct characteristic in the high tax effort group
because the prominence of this variable is relatively great in the high tax
effort group as compared with the other groups. This does not mean that the
high tax effort group should be characterized as having higher Tevels of
education attainment than it does of the other socioeconomic characteristics.
Table 7 presents the profile containing only the most consistently prominent
variéb]es particularly associated with a tax effort group as compared with
the other groups.

The generé]ized profile in Table 7 demonstrates an important relation-
ship between tax effort and the factors that are related to the social and
economic conditions of local school districts. That the differences in the
level of fiscal capacity and local aspiration ameng school districts contri-
bute to differences in Tocal tax effort was generally confirmed by the re-
search. The low tax effort group differed substantially from the other groups
in that it had a relatively high Tevel of assessed property valuation per ADA.
Conversely, the average assessed property valuations per ADA in all of the

other groups (in all three types of districts) were relatively Tow compared
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with that of the Tow tax effort group, and were surprisingly similar to
each other. The profile shows that the high tax effort group tends to
have high education attainment, high occupation status, high average in-
come, high residential housing value, and high population density. The

" low medium tax group, while having almost an equal amount of tax base as
does the high tax group, tends to have relatively low educational attain-
ment and a high concentration of families at the low income level. MWhile
this profile was applicable for all types of school districts, the norm-
alized classification tables show that it was especially appropriate for
dual school districts. Thus, variables related to fiscal capacity are of

considerable importance in Tocal spending decisions related to public edu-

per ADA

cation.
Table 7
A Generalized Profiie
Low Low Medium High Medium High
High Low Educa- Urban Living High Education
Assessed tion Attainment
Valuation Attainment
of Property High Occupation
Low Income Status

High Income

High Residential
Housing Value

Population Density

As noted, residential housing value should be inversely correlated to local
tax effort. Since local revenues are raised largely through property taxes,

an increase in expenditures requiring a rise in property taxes would be
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expected to meet with considerable resistance from local residents. Con-
trary to what was expected a priori, high residential housing value areas
consistently, in all types of districts, tended to tax themselves propor-
tionately more than did low residential districts. A possible exp1dna-
tion may be that tax effort was positively correlated with per capita in-
come, education attainment, and occupational status. This implies that
residential housing may also serve as a proxy for the personal wealth or
permanent income. A positive correlation existed between tax effort and;
residential housing value. A possible reason for this might be that its
income effect was greater than its price effect. That is, the effect on
tax effort through its partial correlation with family income across dis-
tricts could be larger than the effects of its being a price variable on
local tax effort.

Population density was expected to be negatively correlated with tax
effort. The presence of its positive association with tax effort may indi-
cate that it might be acting as a necessity factor, rather than as a proxy
measure of municipal overburden. That is, population density may serve as
an index of the range of special interests and the need for diverse educa-
tional programs which should be met by offering a relatively complicated
package of educational services to benefit all types of students, whether
career or vocational in orientation. This complex package of programs
tends t6 generate support from a wider range of parents and taxpayers.

The study generally indicated that the degree of tax effort for edu-
cation was rather closely dependent on social and economic conditions which
tend to place the higher social and economic level districts in a favored
position. That is, districts with high income level, high occupation status,

high education attainment, high population density, and high residential
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housing value tended to tax themselves relatively higher than their counter-
part districts. So, a state funding system permitting optional local tax
effort while also providing inceﬁtive grants to the districts who help
themselves by raising high taxes for education must address the problems
of wide variations in school expenditures created by variations in tax
effort.

An adoption of a simple tax base equalization formula would be an
inadequate remedy for existing variations in school expenditures because
of wide variations in tax effort. The most advantageous approach to the
solution of this dilemma is to implement a full state funding system so
that inter-district differences in fiscal ability, local demand for edu-
cation, and other determinants of educational taxation could be neutralized.
Under this approach, tax rates would be equalized at the state Tevel. The
possibility of unequal education opportunity would thus be diminished.
However, full state funding is not without drawbacks. One of the primary
costs of this approach would be loss of focal control. Local residents can-
not exercise discretionary financial control over their public schools. In
order to preserve the essence of local promotion of some innovative or experi-
mental programs, a local incentive system may be added to the full state fund-
ing approach. Small variations could then be created and limited by this ad-
ded feature;

Recognizing the political and financial restrictions and implications
of full state funding with its attendant reduction in local control of school
finances, partial solutions which result in more equalization of educational
opportunity among the school districts should be considered. Analysis of the
two-dimensionatl configuration figure generated by this study indicates the

difference in socioeconomic characteristics particularly between the low/medium
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tax effort group and the high/medium tax effort group. Including in the present
school aid formula the variables found to be important in this study, given in
the configuration, should help to improve equalization among school districts.
An income variable may be 1ntroduced-in the present formula as a heasure of the
ability to expend funds for education. Extensive research and numerous simula-
tions would be required to construct an exact formula that would meet the poli-
tical and economic constraints of the state government while alleviating the
problems of disparate expenditures for education created by the current system
with its wide variation in tax effort. This may be a realistic compromise for
policy makers attempting to ba]ance the seemingly conflicting ideals of equal

opportunity and local control.
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