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PREFACE

This report is the third in a series of studies of the processes by
which resources in the United States are aliocated to the support oflpublic
education, Like the studies that precedea it, this.one had two purposes;
the first was to refine further the inductively-derived rationale for the
study of school finance which has interested the director for the greater
part of a decade, and the second was to apply the rationale to school systems
in the great cities of the United States. |

This report has four major parts. In Chapter I, we examine the
historical development of the great cities in this country, focusing on
trends in population, taxable wealth, school enrollment, and expenditures
per pupil. In Chapter II, we present a rationale for the study of school
finance and indicate how the rationale was used in the conduct of this
study. The rationale postulates three sets of determinants for educational
expenditures: expectations for educational services; financial ability to
realize the expectations; and governmental arrangementé through which
expectations are expressed and abilities utilized. Chapter III reports
an examination of the budget processes in 14 large city school districts.
Evehts observed during the budget processes and the relationships between
the participanta 1nAthe budget processes are described fully. Chapter IV
reports an empirical analysis 6f the relationship between expenditures per
pdpil and measures of the three sets of determinants of educational expen-

ditures in 107 of the largest school districts in the United States in 1960.
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For the reader of this report who is actively involved in administration

and policy issues in big city school systems, the chapters reporting the
historical development of city school systems and the chapter discussing
the budget processes in 14 cities may be of most interest. For these
réaders, the first an& third chapters may be read independently of the rest

of the report. On the other hand, the researcher in school finance, political

science, or economics may wish to concentrate also on Chapters II and IV, which

deal with the theoretical structure and statistical analysis.

As in the previous stuiies, we find ourselves indebted to many people;
we are beginning to marvel at the degree to which persons whose contribu-
tions were acknowledged in the earlier studies have continued to share our
interest and to contribute suggestions, criticisms and insights into the
problems under study. The financial support for this, as for the two pre-
vious studies, was provided by the Cooperative Research Brahch of the United
States Office of Education. The valued encouragement and assistance of many
members of the Office staff previously acknowledged is reaffirmed here with
special emphasis on the assistance provided in the study by Eugene P. McLoone,
specialist in finance, who provided comparable school expenditure data from
the last decennial study of education conducted by the Office, and who
advised us on their interpretation.

A national advisory panel of persons knowledgeable about school finance
again was constituted with much of the same personnel as for previous studies;
to them the director has turned from time to time for individual counseling
on gpecific problems and for reactions to manuscripts. The following
colleagues were especially generous in their contributions: Charles S. Benson,
Arvid J. Burke, Jesse Burkhead, Roald F. Campbell, John Guy Fowlkes,

Harl E. Ryder, and G. E. Watson.
ii
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This study had a rare resource in the Research Council of the Gfeat
Citie;‘Prpgram for School Improvement. Without the full cooperation of
,the'member.cities in the Research Council, it would have been extremely
difficult to carry out this study. We are particularly grateful to the
school administrators and board members in each of the 14 cities in which
our staff extensively observed the budget processes. The Executive
Committee of the Research Council was instrumental in encouraging the
director of this study to prepare the proposal on which this report is
based. Particularly helpful throughout th; study were Benjamin E. Willis,

General Superintendent of Schools, Chicago, Illinois; Harold S. Vincent,

tendent of Schools, Detroit, Michigan; and Frederick C. Bertolaet and

Carl E. Thornblad, members of the Research Council's staff,

We again remind the reader that while we expect a study of this

kind to be evaluated on the substantive contribution it makes to knowledge,

we value also its useful by-products--the men it helps to develop through

support for advanced graduate study.

James A, Kelly, assistant director of this study, is completing work

for the Ph.D. degree and in the fall of 1966 will be assistant professor

of education at Teachers College, Columbia University. Walter I. Garms,

whose Ph.D. will be completed in 1967, also served as assistant director of

the study and is now Administrative Officer of the Center for Research and

Development on Teaching at Stanford University. Warren B. Carson completed

the doctorate in 1965 and has become Director of School Finance in the

state of Oregon. Joseph M. Cronin received his doctorate in 1965 and is now

assistant professor of education at the Graduate School of Education,

i1i

Superintendent of Schools, Milwaukee, Wisconsin; Samuel M. Browmell, Superin-
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Harvard University. Harl E. Ryder, who provided valuable assistance in

designing and evaluating the statistical analyses, is now assistant
professof of economics at Brown University. James W. Guthrie, who will
complete the Ph.D. in the summer of 1966, has been awarded a Washington
Internship in Education to serve as assistant to the Director for
Congressionai aﬁd Legislative Affairs in the Department of Health,
Education, and Welfare. Chester Kiser will complete the doctorate in
the summer of 1966 and will be associate professor of education at the
State University of New York at Buffalo. Conrad H. Potter will compiete
the doctorate in.the spring of 1966 and will become an Area Field Repre-
sgntative of the U. S. Office of Education. H. Gerard Rowe is completing
the doctorate in 1966 and is Executive Director of the PACE (Projects to
Advance Creativity in Education) Program in San Mateo County, California.
David N. Evans, Cornelius F, Butler, Donald M. Spellman, and J. William
Worden are embarked on courses of study that will lead to the doctorate in
‘educational administration. John Bane served on the staff for one year
and has resumed administrative responsibilities in the Boston public schools.
Finally, I wish to thank Coralie Novotny, who has rendered exceptionally
valuable assistance as my secretary and administrative assistanmt throughout
the study, and Naomi Boyce and Willene Peterson, her able assistants, who
performed the essential clerical services required by the project. Carolyn
Wood provided important editorial and library services during the study,
and Linda Brownrigg's editorial assistancé,was invaluable as this report

was being prepared.

After assessing the foregoing contributions, the director alome is

responsible for the contents of this report.

H. Thomas James

Director
iv
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CHAPTER

INTRODUCTION

We report here a study of the processes by which money is allocated
to the support of educational services in the public sector in large cities
of the United States. The proposal for this study and the rationale that
guided it are outlined in Chapter II.

Before turning to these matters, however, we feel the reader may gain
greater perspective if we review briefly certain aspects of the growth of
our cities and its soéial consequences, and of the growth of our city school

systems, It is obviously difficult vo select from the mass of what is known

and has been written about urbanism, and from the many impressions gathered
by our staff, even those aspects most relevant to our study. Somewhat
arbitrarily, then, we shall focus here on the consequenées of the growth of
our cities and changes in the pattern of growth. As we shall see, one
S - consequence has been the changing character of education in the ccntral
IR core of our cities. This is due to the interaction of ﬁany factors, but

| our analysis indicates the great significance of local taxpaying ability,
It is unfortunately true that with respect to public education, the quality
in a given area depends on what is demanded and what car be afforded, not

on what is needed or ideally desired.

£ THE CITY
The great city, in terms of population, is a recent phenomenon; few

cities of the world exceeded 100,000 before the ninetcenth century. In
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the United States, Philadelphia, the first national capitol, had only
28,522 inhabitants in 1790; it was passed in the census of that yeér by
New York with 33,131. In the.1790 census Boston had 18,038, Baltimore
13,503, and Washington, D.C., only 5,872, But the term "cityf itself is
imprecise and must be modified to indicate whether it refers\f; a civil
divisioﬁ of government, or to the standard metropolitan statistical area,
in which many civil divisions»ére grouped and given the name of the dbre
city; ﬁr whether it referé to places where people are counted in millions,
as in six of odr cities, or in thousands, as they are in most American
cities, or in hundreds, or'tens,‘or ones, as they are in places defined
as cities in the statutes of some states.

The 1960 census distinguishes between rural and urban communities by
classifying as urban those places that have 2,500 or more persons in an
incorporated aréé,'or if uniﬁcorporated, those places with 2,500 or mere,
and with densities above 1,500 persons per square mile. A total of 6,041
urban places was reported. Among these were 130 cities with populations
of more than 100,900, in all containing more than 50 million persons, or

about 28.5 percent of the total pOpulatiBn of the United States. It was

~ from these large cities, and especially from a sample of 14 of the very:

1 that most of the data for this study were drawnm.

large cities,
qu the careful student the study of city census data can be feward-

ing, for it challenges many popular attitddés and myths about the city.

For instance, we had become so accust@med to the growth of'cities that it

came as a surprise to the citizens and even the officials of many of the

larger cities to learn that their cities did not grow between 1950 and

lrhe 14 cities are: Baltimore,‘Bostoﬁ, Buffalo, Chicago, Cleveland,
Detroit, Houston, Los Angeles, Milwaukee, New York, Philadelphia, Pittsburgh,
San Francisco, and St. Louis. '
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1960; about a third of the cities with populations over 100,000 declined in

size, and a general decline was evident in the very largest cities, Of the

cities of over a million, only Los Angeles gained population; New York,

Chicago, Philadelphia, and Detroit lost a total of about 330,000 people.

Similarly among the five next largest, only Houston gained population;

Baltimore, Cleveland, Washington, and St. Louis together lost about 185,000

people. Among the remaining 120 cities, however, size did not seem to be

related to growth, for the list, when ordered by size, has cities that grevw

and those that did.not distributed fairly regularly throughout.

The great cities were built in a remarkably short period of time.

Figure 1 shows the span between census years in which most of the growth

took place,

FIGURE 1

GROWTH OF SELECTED GREAT CITIES SHOWING DECADES BETWEEN THE FIRST
QUARTILE AND THE 90TH PERCENTILE OF GROWTH TO 1960

1880 1870 ] o] 1890 1900 1910 (920 1930 1940 1930

PHILADELPHIA

BOSTON

ST. Louls

BALTIMORE

SAN FRANCISCO

PITTSBURGH

WASHINGTON

CLEVELAND

BUFFALO

CHICAGO

NEW YORK

DETROIT

Source: U. S. census data, 1860 through 1960,




Two of these cities, Detroit and New York, took little more than a°
generation to grow from a fourth tﬁ approximately 90 percent of their 1960
population; only five took as long.as two generations. Most of the growth
occurred between 1890 and 1930, and there has been comparatively little
construction of either residential housing or schools in these cities
since 1930. Consequently, most of the housing, whether for families or
for children in school, is old, outmoded, and, unless offset by unusual
efforts at maintenance, dilapidéted. Those who move out of neighborhoods
with housing of this kind are seeking better conditions to live in; those
who move in are persons displaced by the decline in agricultural employ-
ment possibilities, and to a lesser extent in other resourée-related
activities.2 They are seeking the most space they can get for the least
possible rent, and they are participants in an historical process by which

urban residences, as they deteriorate, filter down through the socio-economic

levels of the population until only the rural migrant finds his 1ot improved

by occupying them. The owmer of property in such an area usually is seek-
ing the largest possible short-run return, and therefore often neglects the
maintenance that might have pregerved the neighborhoods and the tax base,
Thus, the costs of services to the area come eventually to fall almost

entirely on taxpayers in the better parts of the city.

2The Negro population moving from the South into cities has been an
important component of the influx to most of the cities under study. We
encountered well-formulated arguments in one city school planning unit
that this migration was about over. However, we note that 1964 estimates
of the National Industrial Conference Board report 54.4 percent of the
Negro population still in the South (contrasted to 68.0 percent in 1950);
since the total Negro population has increased from 15 million in 1950 to
20.9 million in 1964, the Negro population remaining in the South is larger
than it was in 1950. See National Industrial Conference Board, Road Maps
of Industry, No. 1540 (New York: The Conference Board, February 15, 1966).
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The most depressed areas become the last haven of the very poor in

the city, and the price they pay for housing, in relative terms, is
appalling;3 the mothers of dependent children may spend as much as 70
percent of their monthly welfare checks for rent. These properties,
which pose a many-faceted threat to the general welfare, in the final
stages of decay may be almost entirely subsidized byvgorernment.- Thus, |
the more affluent areas pay most of the cost of corcentrating the popula-
tion in such blighted areas, and most of the cost of municipal services
to them, because the properties provide below-average per capita valuations
for the tax base, and the people who live in them find few ways to be pro-
ductive, Furthermore, even after the areas have been cleared and replaced
by public housing, 1n-11eu-of-taxés payments by the authority providing
the housing may be very modest, so that cost of services to the area
continues to weigh heavily on other parts of the city,

As densities build up, the distribution of families is increasingly
a function of family income. The very rich can afford the space they want
in the city, and so may choose to hold large spaces for sentimental reasons,
or for the prestige ggnerally accorded to comnspicuous consumption, or simply
for convenience. The middle-income groups may move to the suburbs if their
families are large, or may stay if the family is small, The poor must stay,
regardless of family size, because they lack the capital or the credit to
purchase suburban homéa, or even to rent them under the special restricrions
and requirements typical of suburbs. Thus, as densities 1ncrease, the amount

of livinglspace per person available to the low-income families declines

3One owner recently quoted in the press referred to her property,
rented to mothers of dependent children for two-thirds of their monthly
checks, as "my littie gold mine," while defending herself from repeated
charges of violating housing safety and health ordinances.
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toward some ievel not yet clearly defined where even the poor rebel,
Somewhefé neaf this level society recently has begun to accept the evidence:
of rising social costs, and to intervene with slum clearance,vhbusing
subsidies, and programs for urban renewal,

It will probably not be possible to establish an absolute minimum
for the amount of space required for people to continue to 1live voluntarily
in the city because’ of the siippefiness of the concept "volunt#ry." We
fiﬁd some evi&ence in census data that cities whichwfeaéh a certain density
will decline in popuiation.4  This relatipnship seems re#sonable on
economic grounds., As density increases, so too does the'competition for
space. Those who value living in the city find they must pay higher prices
for 1iving space, or use less space; consequently, those who cannot afford
the space they want or cannot tolerate life in the space they cﬁn afford,
move out from the center of the city until they can find the apprbpriate
balancing point between the declining cost of space and the increasing
costs of access to the city. The relationship also seems reasonable on
social grounds, for we have many examples of the increased discomforts
suffered by the individual as social distances among individuals decrease;
and people will sometimes forego economic benmefits in order to increase
social distances.

Table 1 shows the remarkable differences in the distribution of
growth among cities ordered by density. Among cities with densities below

5,000 persons per square mile (fewer than 8 persons per acre), all but

4We hypothesized that cities of highest density were least likely to
grow and that cities of lowest density were most likely to grow. For the
130 largest cities, the Pearson coefficient of correlation between population
density and change in population between 1950 and 1960 is ~.49. Since an
alternative hypothesis, that growth reduces density, is implausible, we
infer that about 24 percent of the variance in population growth can be
explained by density.
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five exhibited growth during the last decade (the exceptions were Birmingham,

Alabama; Chattanooga and Knoxville, Tennessee; Kansas City, Kansas; and

Scranton, Pennsylvania). Two-thirds of the cities with densities of 5,000

to 8,000 persons per square mile (from about 8 to about 12 persons per acre)

TABLE 1 3
POPULATION GROWTH AND DENSITY IN CITIES ABOVE 100,000 POPULATION® :

Cities Showing Growth

Number ;
Population per Square Mile, 1960 of Between 1950-60 3
' Cities Number Percentage
Below 5,000 61 56 92
5,000 to 8,000 38 25 66
8,000 to 11,000 : 12 4 33
Above 11,000 19 1 5 é
Total 130 86 66

4Chi square 27.2, significant at the .001 level.

Source: U. S. census data, 1950 and 1960.

showed growth. Among cities with densities of 8,000 to'll,OOO persons per
square mile (from about 12 to about 17 persons per acre), only one-third

showed growth; and among cities with densities sbove 11,000 per square mile

(17 persons per acre), only one city in twenty grew. %

Much of the increasing densities resulted from the concentration of

low-income, large families in neighborhoods formerly occupied by middle-
income, small families. In many neighborhoods, comfortable homes and
apartments of seven to ten rooms were designed and built early in this

century for a family of perhaps five and a servant. In the period since
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World War II, many of these hawe(keen altered to house three or four
families, so the facilities designed to serve the earlier population in ?
spacious comfort now are overflowing. Since schools and playgrounds g *
were also designed to serve the earlier and smaller population, they,
tco, are overflowing. Table 2 illustrates with data from several of the
largest cities how serfious this problem is; all of the largest cities
that showed a decrease in total population between 1950 and 1960 also

showed an increase in school-age populations.

TABLE 2

CHANGES IN TOTAL POPULATION AND SCROOL-AGE POPULATION IN
SELECTED CiTIES, 1950-1960 ‘z

Percentage Change in Population, 1950 to

1960 g

Total Population School-Age Population

New York - 1% +20%

Chicago -2 +25 é
Philadelphia -3 +8
St. Louis -12 +19
Boston -13 + 6
Baltimore -1 427

Cleveland -4 +27

Buffailo -8 +19

San Francisco -5 +25

Pittsburgh -11 +12

Detroit -10 +22 1.

Mean | -6 +20

Source: U. S. census data, 1950 and 1960.
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One of the socizl costs of crowding low-income groups into the center
of the city is to reduce the effectiveness of the schools in the neighbor-
hoods affected. Just as society has recognized the cost of too little
living space, so also the equally great although perhaps less dramatic cost
of too little education is being attacked. City school policy in many
cities in this decade is trying to reverse the historical tendency of the
city's political mechanism to distribute all services of government,
including educational seryices, among neighborhoods in response to and in
proportion to the expressed demands for services. Reversing this tendency
is extraordinarily difficult, because neighborhoods higher in socio-economic
status know the value of education, are mﬁre sophisticated in judging the |
quality of the services, and are insistent in the demands they make for the
best they can obtain in both quality and quantity. In contrast, the neigh-
borhoods with people lbwer on the socio-economic scale fiaquently place less
value on education, are less.ab}e to judge quality, are less sophisticated
in organizing pressure groups, and tend to be less persistent in pressing
their demands for services.5

Further complicating the efforts of the city school systems to
improve education in the poorer neighborhoods. is the decline in the ability
of most of the cities to support the cost of government services. This
may be the most significant fector, for ouf stddy has -shown that local
taxpaying ability is a major influence on educational policy. Cities

generally rely heavily on the property tax base for revenue, and the property

5It can be argued that current civil rights demands and Negro voting
behavior conflict with this generalization, but it remains to be demonstrated
how persistent these trends will be as the Negro neighborhoods continue their
socio-economic stratification. One can hope that the dreary cycles of the
past can be avoided as we spread understanding of the social and economic
benefits of education, and as educational improvements are demanded for their
intrinsic value, and not as a means to desegregation of neighborhoods.
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tax base lLas not kept pace with the rising costs of all services of
government, including education. From 1930 to 1960, the average expenditure
per pupil for education in the United States increased by over 300 percent,
from $87 per pupil to $375. Table 3 shows estimates of full market value
of taxable property per chpita in the great cities in 1930 and 1960,
together with percentages of increase. The reader is cautioned against
making any rigorous comparisons on the basis of these data, because of
variations in assessment practices within assessment districts, especially
in ratios of assessments to full market value by classes of property.6
These data are offered to emphasize how dramatically the increase in
property value has lagged behind the steadily rising costs of education
and other governmental services. Even the largest percentage increase in
valuation (Houston's) compares unfavorably with the figure given above for
the increase in the average expenditure per pupil.

Assessed valuations per pupil declined the past five years in 11 of
14 cities. However, this ratio increased in 8 of the 11 states in which

those cities are located.7

€one can do as most reputable commentators on this subject have done
in recent years and say that we should ignore the data since they are not
very good. However, our preference is to continue to study them, because ‘
they probably are getting better, as state tax authorities become increasingly
involved in local assessment practices, and they certainly will become better
as we strengthen the capabilities of national agencies for surveying market
values and relating them on comparable bases to assessed values among cities,

The Challenge of Financing Public Schools in Great Cities, the
Research Council of the Great Cities Program for School Improvement, Chicago,
Illinois, Table 8.
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These data are offered to emphasize how dramatically the increase in
property value has lagged behind the steadily rising costs of education
and other governmental services. Even the largest percentage increase in
valuation (Houston's) compares unfavorably with the figure given above for
the increase in the average expenditure per pupil.

Assessed valuations per pupil declined the past five years in 11 of
14 cities. However, this ratio increased in 8 of the 11 states in which

those cities are located.7 p

S0ne can do as most reputable commentators on this subject have done
in recent years and say that we should ignore the data since they are not
very good. However, our preference is to continue to study them, because
they probably are getting better, as state tax authorities become increasingly
involved in local assessment practices, and they certainly will become better
as we strengthen the capabilities of national agencies for surveying market
values and relating them on comparable bases to assessed values among cities.

7The Challenge of Financing Public Schools in Great Cities, the

Research Council of the Great Cities Program for School Improvement, Chicago,
Illinois, Table 8. ' '
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TABLE 3

ESTIMATES OF EQUALIZED VALUE OF TAXABLE PROPERTY PER CAPITA IN
- SELECTED CITIES, 1930 AND 19602

——— e
R ——

! Estimates of Full Market Value of Taxable Property

City 1930 1960 Percentage
Increase
New York | $ 3,072 $ 3,518 15%
Chicago 2,958 5,018 70
Philadelphia 2,714 2,862 6
St. Louis 2,477 6,611 167
Boston 2,786 3,207 15
Baltimore 3,071 5,907 92
Cleveland 2,782 6,986 151
Buffalo 2,443 3,350 37
San Francisco 4,992 10,826 117
Pittsburgh . 2,734 3,418 25
Detroit 2,379 5,990 - 152
Milwaukee 2,407 4,388 82
Washington, D.C. 3,009 7,883 162
Los Angeles 2,852 7,264 159
Houston 2,281 6,869 201

9Derived from assessed valuations as shown in Appendix A by

applying ratios of assessed value to full market value and dividing by
populations reported by the U. S. Census Bureau; the ratios for 1930 were
reported in the National Municipal Review (December 1931), pp. 707-17, and
the 1960 ratios were obtained by questionnaire from the districts. The
equalized value estimates were used because of variations among cities and
over time in assessment ratios; assessment ratios reported for these cities
in 1930 varied from 37 to 90 and in 1960 from 23 to 82.




Despite these declines, however, cities still have higher assessed

Vvaluations per pupil than other school districts in the same states. In
1960, for instance, the assessed valuation per pupil in the 1l4-city sample .
vas $19,921; in a sample of 107 large cities, $13,016; for the United
States as a whole, $10,953.

The ability of cities to support public education is weakened,
howevér, by two additional factors: the proportion of local government
revenues devoted to non-school governments (i.e., municipal or county),
and special legislature-imposed restrictions or urban property tax levies.
Tablie 4 reflects the "municipal over-burden" phenomenon by indicating that
non-school governments in big cities absorb a greater proportion cf pro-
perty tax revenues than do local governments in smaller cities in the same
states.

Another factor weakening the ability of large core cities to support
education is the tendency in many states to place more striangent limita-
tions on property tax levies in cities than in other»school districts. In
7 of the 14 cities, the state constitution or statutes restrict the access
of city school districts to property tax revenues more severely than they
do smaller districts in the same states. We will discuss these limitations

in greater detail in Chapter III.
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TABLE 4
PERCENTAGE OF PROPERTY TAX LEVIED BY NON-SCHOOL GOVERNMENTS

' City i . Average of Other Local ;
City Percentage Governments Within the State

Baltimore | . 67% N&t Available

Boston 73 73%

Buffalc | 76 49 =
Chicago 60 ' \ b4 f%
Cleveland 58 1 Not Available ;g
Detroit 57 | 48 ;%
Houston | 64 Not Available {g'
Los Angeles 54 . . 49 ;?
Milwaukee 66 o 47 ;

" New York o7 49

Philadelphia 58 22
Pittspurgh 61 22
St. Louis 51 Not Available
San Francisco 71 | | 49

Source: The Challenge of Financing Public Schools in Great Cities,
the Research Council of the Great Cities Program for School Improvement,

Chicago, Illinois, Table 9.,
The ability of these cities to provide governmental services has been
further reduced by the tendency in most to allow the ratio of assessed
values to full market values to decline, thus reducing the exposure of pro~
perty to taxafibn. This policy would probably make little difference if

rates were free to vary (though there is some evidence that people resist




higher rates, even though the actual taxes pcid are the same); but most
of the cities opzrate under restriétionsron the levy rate, and so reducing
assessment ratios reduces the possible yield of the tax base. Table 5
shows - the aﬁsgssment‘ratiqs in 1930 and in 1960, and the assessment ratios
on housing reported by federai appraisers in 1962. It will be noted that
in every city except thCago'the assessment ratio declined between 1930
and 1960.

The sales~based dgta on residential housing are included to suggest
the probability that in the long run the téxpaying ability of cities may
be reduced by another practicet‘ This is the generally accepted practice of
underassessing résidential housing, and overassessing commercial properties,
with 1ndu§tr1a1 propertigé also overassessed 1p many jurisdictions in rela-
tion to residences. This is ‘an extraordinhrily diffiéult phenomenon to
study because of the secrecy surrounding aésessmenf practices in a great many

Jurisdictions. Yet persons who are informed generally concede that the ten-

~dency is td underassess residential properties, particularly those which are

owner-occupied, and most especially those which have been under one ownership
for a long time. This phenomenon is most conspicuous in jurisdictions where
assessors are elected, but can often be seen where they are appointed. This
i1s in recognition of the fact th#t residents control many more votgs (and the
older residents wield much greater 1nf1uenqe) than the corporate bodies who
own the coﬁmercial and industrial properties. Where the discrepancy betweenl
the assessment ratio for all property and for residential property is very
large, it almost certainly implies a tax overload on corporate properties.

In the long run, one would expect such arrangements to be a factor favoring

the decision of industries and commercial ventures to move to other jurisdic-

tions, and a factor weighing against decisions for new industries and commercial

units to settle in 91§1es where this is the practice.
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TABLE 5

RATIOS OF ASSESSED VALUES TO FULL MARKET VALUES IN SELECTED CITIES,
1930 AND 1960, WITH ASSESSMENT RATIOS ON RESIDENTIAL HOUSING
REPORTED BY BUREAU OF CENSUS, 1962

Assessment Ratios 1962 Bureau of Census Ratios

City for Residential Property

1930 1960 Only

Baltimore 90 64 55.5
| Boston 90 66 34.6 ‘g
Buffalo 80 60 N.A. ‘ ;
| 5 Chicago 37 55 35.5 .é
3 Cleveland 80 45 35.4 ]
Detroit 90 50 42,9 %
Houston 50 33 N.A, E
Los Angeles 50 23 ©20.4 é
Milwaukee 73 53 48.4 %
New York 90 82 47.6 §
Philadelphia 90 68 57.7 : é
Pittsburgh 66 55 35.8 i
St. Louis 65 30 35.6 %
San Francisco 38 25 11.8 E
Washington, D.C. 90 55 ' 47.2 ?

Source: Ratios for 1930 from National Municipal Review (December 1931),
PP. 707-709; 1960 ratios provided by local officials; 1962 sales-based sample
data, U. S. Bureau of the Census, Census of Governments 1962, Vol. II,

Iaxable Property Values (Washington, D.C.: U. S. Government Printing Office,
1963).
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An additional constraint on efforts to improve the capabilities of
the cities for educating children is the apparent decline in what is popularly

referred to as the "human capital" of the city. In the census data of our
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130 largest cities, we find evidence of a shift in the median years of
schooling in the adult population; among the 130 largest cities, 39 were
at or below the median for their states in 1940; in 1960, 58 were below
the median.a

Iqiour society the educated are capital assets to a community and the
uneducated are liabilities. As long as a city either has empty spaces
within its boundaries, or can extend its boundaries, it matters little that
educated citizens who are able to win social and economic privileges move
out to the edges of the city and those who cannot remain at its core. It
is when the educated cross the boundary and leave the city, subtracting
their productive skills and their capital wealth from the pool in the city,
and adding both to another civil division, that the city is weakgned., If
for each educated person it loses, the city must accept in exchange an
uneducated person, then as long as that pattern of exchange persists the
decline of the city is inevitable.

The city schools cannot be charged with the responsibility for this

unfaverable balance of trade in human capital, for the graduates of the

city schools are numerous among the privileged who have left the city, and

8The 58 cities, in order of their size, were 1, New York; 2, Chicago;
3, Los Angeles; 4, Philadelphia; 5, Detroit; 6, Baltimore; 8, Cleveland;
10, St. Louis; 11, Milwaukee; 12, San Francisco; 13, Boston; 16, Pittsburgh;
17, San Antonio; 20, Buffalo; 21, Cincinnati; 23, Denver; 26, Indianapolis;
30, Newark; 33, Oakland; 35, Long Beach; 38, Rochester; 39, Toledo; 44, Miami;
45, Akron; 47, Jersey City; 48, Tampa; 49, Dayton; 56, Providence, R.I.;
37, San Jose; 60, Jacksonville; 66, Worcester;- 68, Spokane; 70, Gary; 71,
Grand Rapids; 72, Springfield, Mass.; 75, Youngstown; 77, Hartford; 79,
Bridgeport; 81, New Haven; 83, Tacoma; 85, Paterson; 86, Evansville; 90,
Fresno; 96, Sacramento; 98, Kansas City, Kans.; 103, Camden; 107, Trenton;
109, Canton; 112, Hammond; 113, Scranton; 116, Allentown; 120, Elizabeth;
121, Waterbury; 124, Peoria; 125, New Bedford; 126, Niagara Falls; 129, Utica;
130, Santa Ana. See U. S. Bureau of the Census, Census of Population: 1960,
Vol. I, Characteristics of the Population (Washington, D.C.: U, S. Govern~
ment Printing Office, 1963), Table 13.

16

I :-. e L S e B L e By o
KO ot e R . W 5 AR NSO =t . s N B o A )
- . . i B R . N




are numerous also among the privileged who remain; and rarely are the
underprivileged mumbered among the graduates of the city schools, or among
the children of graduates. Yet the fact remains that the proportion of
adults with less education than the state median are increasing in the
cities, and that decay and dgnger accompany that increase.

The city school system is thus caught in the double bind of facing
dramatically increasing demands for services, indeed of having thrust upon
it tasks that strain the capabilities of its pPresent structures, at a time
when its resources are steadily dwindling, with no turning point yet in
sight. The reduced capabilities of the school districts to finance educa-
tion have resulted in most of the cities in relatively lower expenditures
for education, when compared to the average expenditures of the states in
which they are located. Figure 2 shows this relative change dramatically
in comparing city and state expenditures per pupil in 1930 and 1960.

Substantial efforts toward improving educational programs have in
several instances improved this picture since 1960, and federal funds and
foundation grants have helped some. However, the hope that society, through
the federal government, would take some important step toward balancing
these impossibiy out-of-balance accounts seemed brighter a year ago than
it does at this writing. This still seems the only hope., If there is one
generalization with important policy implications to be drawn from this
study it is this: 1local taxpaying ability is the most important determinant
of social policy for education in American cities. Until we £find the means
to reverse that equation, and let social policy determine the resources to

be allocated to education, we face a rising sea of troubles in our cities.
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FIGURE 2
CURRENT EXPENDITURES PER PUPIL IN SELECTED CITIES SHOWN AS

A PERCENTAGE OF MEAN STATE EXPENDITURE PER PUPIL
IN 1930 AND IN 19602 :
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aThat is, the current expenditures per pupil in each city was

divided by mean current expenditure for the state in which the city is
located.

Sources: City data for 1930 from U. S. Department of the Interior,
"Statistics of City School Systems, 1929-1930," Chapter III, Biennial
Syrvey of Education, 1928-1930, Vol. II, Table 6 (A.D.A.) and Table 13
(Total Current Expenditures)., State data for 1930 from U. S. Department
of the Interior, "Statistics of State School Systems, 1931-1932,"
Chapter I, Biennial Survey of Education, 1930-1922, U, S. Office of
Education Bulletin No. 2, 1933, Table E, pp. 22-23., State data for 1960
from U. 8, Department of Commerce, Statistical Abstract of the United
States, 1963 (Washington, D.C.: U. S, Government Printing Office, 1963),

Table 144, p. 115. City data for 1960 obtained by questionnaire from the
districts.
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THE SCHOOL- IN THE CITY

We often forget how recent is the public school experiment; the
oldest school system, Philadelphia's, is less than a hundred and fifty
years old, and a number of the great city systems have taken their modern
form only in this century.

The early efforts to gain public support for schools in the burgeoning
American cities appear to have been more concerned with making a place for
the child in the city than with his 1nstruction.9 The public discussions
that led to the establishment of the first city school system in Philadelphia
in 1818,10 for example, emphasized the nuisance children were creating, dis-
rupting business of the city, and the evil influences they encountered there.
The Englishman Joseph Lancaster's idea for the monitorial school, in which
one teacher could instruct a thousand pupils, seemed to offer maximum custodial
and instructional services to the children of the poor at a minimum cost, so
he was brought in 1818 to organize the schools of Philadelphia, remaining
there for six months as principal of the model schoocl he created.

New York had a long experience with extensive private efforts to support
schools, and some municipal assistance was extended, notably to The Free
Society of New York; the city school system was established in 1842. Washington

had two schools dating from 1806 which were referred to as a “system," bﬁt

9Lewis Mumford observed that "the city, as we first discover it, seems
to belong exclusively to the adult population. . . . Thousands of years will
pass before, in the heart of the city, in the grounds around the school and
in the nearby playing fields--first in medieval towns, but most notably now
in the British New Towns--the playtime activities of the children will claim
large swaths of open space." See The City in History (New York: Harcourt-
Brace & World, Inc., 1961), p. 79.

10py,¢ "first" is perhaps technical, since Boston had a "school committee"
from 1789; but since the city did not incorporate until 1822, its "city
school system" must be dated from that year,

Y
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since this "system” still had the original two schools, 250 pupils, and
.only three teachers in 1840, when 4,401 school-age children were not
attending school, we have chosen to date that city's school system from
1845, when the new system was established and taxes were levied specifically
for its support. All the other great city school systems of major interest
in this study (except Houston) were established by 1850, tye great majority
being created between 1830 and 1850.11 The first three cities, Boston,
Baltimore, and Philadelphia, all had Populations greater than 50,000 when
they created their school systems; New York, however, had over 300,000.

All the remaining cities established schools while they were still under
50,000; in fact, all but Washington did so while they were under 20,000.

By 1860 all the cities under study except Philadelphia and Houston
had superintendents of schools; though the superintendency powers were
limited, often only advisory, they increased toward the end of the century
when control over the selection of teachers and the materials of instruction
began to pass from the school boards to the professional educators, a shift
in control that was speeded by scandal.

The superintendency has become still more important during this cen-
tury, with the extension of the superintendent's role in planning the
district budget and recommending it to the board. As we shall see,
budgeting is a comparatively recent refinement in public institutions, yat
it has already shown signs of becoming ritualized. The budget process and
promising new developments and experiments are discussed below, in Chapter III.

]

More often than not today, the superintendent is chosen from outside the

The dates are: Baltimore, 1828; St. Louis, 1833; Pittsburgh, 183;
Buffalo, 1837 (when the city incorporated); Chicago, 1837; Cleveland, 1837:
Milwaukee, 1846; San Francisco, 1848 (although schools did not actually open
until 1851); Los Angeles, 1850; Houston, 1876, .
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district after a nationwide search for the best man available. Joseph Cronin
found that since 1900 a total of 103 superintendents have held office in
these 14 cities; 61 were selected from outside the district and 42 from
inside. He concluded that elected boards are more likely to look outside
the system (68 percent of the time they picked outsiders), whereas appoin-
tive boards are more likely to pick insiders (53 percent of the time).12

As we have noted earlier, the second half of the nineteenth century
was the period of greatest growth for most of the cities under study.
School problems multiplied as a result. Some of the more pervasive problems
grew from the practice of ward representation on school boards, for the
sheer numbers of board members grew strikingly as wards were added, with
the result that boards became unwieldly. Baltimore, for instance, had 26
board members before reorganization occurred in the 1890e; Pittsburgh's
board, prior to its reorganization in 1911, comprised 46 members. 13

The ward basis for board membership also linked the boards in many
of these cities to the political scandals of the late nineteenth century
and the early twentieth century. There were widespread evidences of
patronage in the distribution of school jobs, and in the allocation of
textbook orders and construction contracts. Public outrage finally was
focused on the problem by a geries of articles in The Forum by Joseph Rice,

which were later published in book forn.14

12Joseph'u. Cronin, "The Board of Education in the 'Great Cities,'
1890-1964" (unpublished Ed.D. dissertation, School of Education, Stanford
University, 1965), pp. 289-91. Mr. Cronin, now a professor of school adminis-
tration at Harvard, analyzed the historical data gathered by the staff members
visiting the cities under study; anyone seeking further detail on the historical
development of these city school boards will find his dissertation of interest.

13Cronin, p. 117.

14Joaeph Mayer Rice, The Public School System of the United States

(New York: The Century Co., 1893),
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The subsequent reform movements included the reduction in the number
of board members to from five to fifteen members elected at iarge, the
establishment of an examination system for teacher selection, and a system
for applying professional criteria and procedures to the selection of text-
books. The problem of construction contracts was. attacked at the state
level in all states by requiring competitive bidding, a solution that, while
not entirely patronage-proof, made impossible some of the more flagrant
violations of the earlier era. The non~teaching staffs also came under
some sort of merit selection or civil service system in most, but not in all,
jurisdictions. We will return to the effects of these reforms in Chapter III.

The restiveness of the increasingly professionalized teaching staff
under lay control is evidenced by the gradual changing of many of the terms
used to describe the controllers. Thus, the lay "school inspectors" gave
way to "school visitors" and these in turn to professional "ingpectors."

The professional term was later changed to "supervisor,” then to
"demonstration teacher," and then to "visiting teacher"; it has now become
"helping teacher" in many jurisdictions. The simple fact that seems to be
emerging is that teachers, to the degree that they become professional
persons, expect to work, not under rules set and enforced by a "boss," but
by rules internalized as a part of their professional training. An important
issue in the turbulent "professional negotiations" of this decade appear to
be the insistence by the teachers that they have indeed come of age as
professionals, and that the rules of the autocratic system by which they
have been governed must now be iewritten with their advice and consent,

The processes by which board members are elected to office have varied
remarkably. The most direct method is election by the voters of the district,

and the most indirect method might seem to be that used by Pittsburgh, where
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elected judgcs of the Courts of Common Pleas make the appointment, a
procedure used also for almost a century by Philadelphia; however, last
year that city changed to direct election of a five-man board. It can be
argued, however, that Washington, D.C., has the most indirect method of
selection, for boards are appointed by the District Court judges, who are
in turn appointed by the President of the United States. - In the past no
Washington citizen has had access by voting to any step in the process by
which that Court is formed ‘(and even now that they can vote for the

President, their influence is negligible), whereas in Pittsburgh and

Philadelphia the voters at least elected the judges. As we note in

Chapter 1V, however, we could find little evidence that the method of school
board selection has any systematic effects on the decisiens in fiscal

matters.

We turn now to our study. In Chapter II we will discuss the proposal
for this study and its rationale; in Chapter III we will examine the school
budget process in the 14 great cities, with special attention to the questions
of who makes budgetary decisions and how they are influenced. In Chapter IV
we present the at@tistical analysis by which ve estimate the influences of

various conditions on expenditures for education.
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This study is the third in a series devcted to ordering the field of
school finance in theoretical terms. In the two earlier studies, School

Revenue Systems in Five States and Wealth, Expenditures, and Decision-nakigg

for Education, we specified the elements of a general rationale for study-

ing school finance. Implicit in the rationale are the assumptions that
resources available for the sﬁpport of public education are rarely
-sufficient to satisfy all the demands Q;de upon the;, and that determina-
tions about the level of public school financial support are almost always

made in competitive situations.

The rationale we have formulated postulates three major determinants

’

of educational expenditures in the public sphere:

1. A set of shared expectations for educational services.
We have called this condition expectations.

2. The availability of wealth from which funds for schools can
be allocated. We have called this condition ability.

3. A political system that allows the expression of demands,
and access to the ability. We have called this conditiom
ove ntal arrangements for decision-making.

Each of these three conditions wes presented and discussed in the

Ten-State Study,1 but we will review them again in this chapter for the

;nereafter, "Ten-State Study™ will be used to refer to H. Thomas James,
et al., Wealth, Expenditures, and Decision-Making for Educatiom, U. S.
Department of Health, Education, and Welfare, Office of Education,
Cooperative Research Project No. 1241 (Stanford, Calif.: School of Educa-
tion, Stanford University, 1963).,
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reader's convenience. In Chapter IV, the specific variables used to measure

the postulated conditions will be described fully.

EXPECTATIONS FOR EDUCATIONAL SERVICES

The concept of expectations for educational services, while it has
received some attention from other researchers in school administration
and school finance, has been relatively neglected as a major theoretical
determinant of educational expenditures. The concept is difficult to
discuss and measure, both because it is complex and becaqse data related
to it in a logical way are not readily available. What is meant by the
concept of "expectations for educational services"? What are the relation-
ships between expectations for educational services and educational
expenditures? In the following paragraphs, we will discuss a few of the
more important issues raised by these questions.

Communities have different educational programs and different levels
of school expenditures even when they may have approximately the same
financial ability to support schools. One plausible explanation for this
phenomenon is that the expectations for educational services held by the
publig differ among school districts, and are in fact a major determinant
of thé school district's policies. Expectations for educational services
are thus an input influencing the educational system as it processes rela-
tively shorgvterm demands upon it. This point of view implies that
expectations for educational services are actually translated into educational
policy, at least to some extent, and that the resulting policy differences
are reflected in variations in expenditure patterns. Our interest in
expectations for educational services in this study, and as a part of a
general rationale for the study of school finance, is in the effect these

expectations have upon the educational expenditures of public school systems;
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There are two principal dimensions to the concept of expectations.,

ORI AT

The first is quantitative: the number of pupils to be educated. Clearly,

! when two communities are equal in all respects save the number of pupils to

be educated at public expense, the community presenting the greater number

of pupils to the public schools holds greater expectations for educational f

services, in a quantitative sense, than the other district. But the amount

and kind of expectations for educational services that are attached to each

child will also vary according to the educational needs of the community's )

children and its aspirations for them. These factors represent the second

principal dimension to expectations; we may call them differential expectations,

It is reasonable to assume that a majority of the American public holds

opinions about what goes on, and what ought to go on, in schools. Most of

s e

: these opinions are public--that is, the people believe they should become

public policy. Yet the public's expectations for educational services are j

{ largely passive; they remain within the individual, or are expresced privately
| and informally. Little reliable information about what the public really |

thinks about educational issues is directly available to school officials

WAL

and boards of education. Public opinion surveys are seldom taken; school

SO

eIV ek

elections, another potential source of information, are usually held to elect

board members or to determine a tax increase. Only rarely is an issue so

dominant that the election result indicates the public's expectations on a

particular matter,

In short, the expectations of the public, insofar as they are conceived

T, SR St R O A

of as specific opinions or attitudes toward the schools, are not easily studied.
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Psychology has shown us that such attitudes are rooted in fundamental values,

Values and attitudes thus are relevant matters of inquiry for students of

,‘:;a}.-_;-»- - Yo
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school finance, although they remain outside the scope of this study.
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The concept of erpectations for educational services does not rest
exclusively within the world of values, attitudes, and opinions, however.
What are the kinds of observable behavior that will help us to understand K
some characteristics of expectations? Although, as we have noted, most
expectations for educational services are private in character, occasionally %
they are overtly expressed to school officials and boards of education.

For example, when citizens attend board of education meetings and speak up

on a particular issue, they are expressing an expectation for an educational
service. Overtly expressed expectations can be conceptualized as demands.
Voting can be considered a kind of demand, although it is usually so "issue-
general” that its only effect is to indicate to school officials that "more"
or "fewer" educational services are desired. Speaking at a school board
meeting, organizing a pressure group, and making a complaint to a board member
are all examples of overt demands.

Some studies have assessed directly the opinions of the relevant f
groups--the public, thg professionals, the board members. Downey analyzed
the tasks of the school and developed 16 classealof curricular areas which
were used to describe profiles of expectations.2 Carter expanded Downey's i?
16 classes to 42 classes, and differentiated among curricular, service, and :

3 These studies provide scaled dimensions of educational expecta-

task areas.
tions which could be used to predict school expenditures if factors relating
to ability and governmental arrangements were‘held constant. Nevertheless,
their approach requires considerable polling of individuals and was not

practical for our study (which comprised 107 city school districts), within

the limits of time and funds.

2Lawrence W. Dowmey, The Task of Public Education (Chicago: Midwest ;
Administration Center, The University of Chicago, 1960). ;

3Richard F. Carter, Voters and Their Schools (Stanford, Calif.:
Ingtitute for Communication Research, Stanford University, June 30, 1960).
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The empirical solution to this problem in both the Ten-State Study
and this study has been to identify socio-economic characteristics which
logically are related‘to expectatioha for educational services. For
example, adult populations which themselves have attained a high level of
education will usually seek a high level of educational services for their
children. An indicator of the level of education taken from census data
can then be used as an indicator of educational expectations. Thus, our
approach has been to use demographic measufes reflecting socio-economic
characteristics which on a priori grounds appear to be related to expecta-
tions for educational services.

At this point we should note that a local school board, which must
determine the level of educational expenditures in its distriét, 15
limited by state coﬁstitutional, statutory, and judicial provisions for
education. The statutory provisions may be mandatory or permissive., If
mandatory, the board has no choice, since it is legally an arm of the state
legislature and must obey legislative decisions. Permissive legislation,
though not always considered by boards, is typically a part of the matrix
of demands which come before the board and which must be resolved in the
board's decision-making process.

In addition to legal provisions, the board faces demands from three
distinct groups. First, there is the schools' clientele (parents and
students) who are concerned primarily with extending the quality and
quantity of educational services offered them (e.g., providing additional
library books, or additional specialized teachers with advanced training);

second, there is the taxpaying citizen who is chiefly concerned with

’

minimizing taxation for schcols (e.g., demands for reduction in local




property tax rates or resistance to proposed increases in teachers'
salaries); and third, there is the school staff, who are concerned primarily

with extending staff benefits. ? "

Among acﬁool employees we will differentiate three groups: the pro-
fessional school administrator, the instructional staff of the school, and
the service personnel in the school system. These employee groups will be
distinguished (in Chapter III) by differences in the sources of their

influence and in the channels through which their influence is communicated.

The distinction between extending.staff benefits and improving educational
services is based on the proposition that increases in staff benefits do
not necessarily improve or increase services to the students but may result : 1
only in satisfying personal needs of the school staff.

All the expectations relating to educational services, staff benefits,
o and taxes must somehow be balanced in the process by which communities
allocate funds to education. To the extent that the school board participates
in this allocatioﬁ process, it must itself balance these sometimes competing
eéxpectations and demands. Later in this report, the hypothesis will be sug-
gested that the balancing of these expectations is a fundamental function %

and perhaps the paramount function of boards of education.

A major effort was made in this study to observe the way in which the E
demands described above influenced decisions about financing education in
the 14 cities in which field observations were conducted, (A full report

regarding those observations is presented in Chapter III, where the budget

processes of 14 cities are described and analyzed.) However, in a statistical i

B SR '

analysis of school expenditures across a large number of school districts, it

is not practical because of limitations of time and resources to measure

TS T

effectively through observations and interviews the overt demands for
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educational services. An importent empirical question for future study

is the relationship, and particularly the extent of congruence, between

the expectations for educational services held by the public, and the overt
demands on the board of education which presumably reflect the distribution

and intensity of expectations held by the general public.

FINANCIAL ABILITY TO SUPPORT EDUCATION

The sccond component in this school finance rationale is wealth and
the concept of ability. The wealth of a community has generally been
accorded a paramount role in studies of educational expenditures, for it
clearly is a principal determinant of educational expenditures in local
pgblic schools. In the Ten-State Study, two principal factors within the
concept of ability were discussed, income and the value of taxable property.
We reviewed the relevant research, demonstrating that these two factors
represent quite different dimensions of taxpaying ability.4 In the empirical
work done in the Ten-State Study, the full equalized value of property and
median family income were used as measures of taxpaying ability.5 Both

measures logically are essential to the societal condition (ability) they

are intended to reflect.6

The relationship between the ability to pay taxes--wealth--and
educational expenditures was shown in the Ten-State Study to be a two-way

relationship. It was recognized that, "on the one hand, higher levels of

4See "Ten-State Study," pp. 4 - 9 » and also Chap. IV of this report
for findings related to the relationship between income and property values.

The difficulties in obtaining accurate retail sales data precluded
our use of this additional indicator of taxpaying ability.

6The difficulties in measuring accurately the value of taxable property
are discussed at some length in Chap. 1V. '
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of property valuation and income result in higher levels of expenditure
for education; and on the other hand, education produces a more efficient
labor force, and higher levels of personal 1ncome."7
| It is reasonable to believe that at any given moment in time (e.g.,
a 1960 cross-sectional analysis) educational expenditures will be closely
related to taxpaying ability. However, economists have clearly demonstrated
that over a period of years educational expenditures represent an investment
which eventually improves the productive capacity of the labor force. In
our market-oriented economy, the productive capacity of labor is supposedly
related to earnings. Thus, educational expenditures at one point in time
result in increased ability to support education at a later point in time.8
Variables logically related to expectations and ability were found
in the Ten-State Study to be related to school expenditures in 589 school
districts in ten states; using multiple regression analysis, a multiple
correlation coefficient of .66 was obtained. (The effects of fiscal
decisions made at the state level were partialed out by a variable related

to the level of state support.)

7"Ten-State Study," p. 70.

8a comparable relationship is observed between expectations and level
of education. It has been shown that in the period of a generation level
of education affects the general political orientation of adult citizens,
Key states that 'whether education is the cause of it all, important types
of political outlook vary with extent of education. High levels of political
participation, a high sense of citizen efficacy, and a high sense of citizen
duty occur far more frequently among persons with college training than
among those whose formal education ended at the elementary level." 3ee

V. 0. Key, Jr., Public Opinion and American Democracy (New York:
Alfred A. Knopf, 1961), p. 339.
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GOVERNMENTAL ARRANGEMENTS

The third condition postulated as essential for the support of public
schools is the existence of a political system that allows for both the
expression of educational expectations and the access to resources necessary
for their realization. The most important factor in the political system
is a governmental structure that allows preferences to be expressed among
competing private and public demands for resources, among competing demands
within the public sector, and among competing demands from different levels

of education (e.g., universities vs. public schools). In this study we

_have focused attention upon the structural arrangements surrounding

decision-making. These arrangements have been analyzed with respect to
evidences of how they shape results as measured in educational expenditures
when factors of ability and demand are held comstant.

A principal element in the governmental structure is the local school
board, but mayors, city councils, assessors, school superintendents, and
any other municipal official who may influence educational expenditures
are conceived to be part of the structure. The central concept in this
area was identified in the Ten-State Study as decision-making. We gave
considerable attention to an analysis of governmental arrangements in which
decisions are made, and to indications whether these governmental arrange-
ments facilitate or constrain the expression of expectations and access to
resources,

The results of our current study indicate that more than two-thirds
of the variation in educational expenditures among large school districts
can be explained by measures of economic conditions reflecting ability to
support education and measures of social conditions reflecting expectations

for educational services. As we suggested in Chapter I, the financial




resources of a community and the character of ite population are major
determinants of that community's educational policy: they set boundaries
beyond which we should not expect the decision-making behavior of govern-
mental officials, and the influence of governmental arrangements themselves,
to reach.

While an analysis of the s:ructural arrangements surrounding decision-
making was not a p;lmary focus of the Ten-State Study, two rough efforts
were made to take them into account. In the first, fiscal independence
vs, dependence of the 589 school districts was examined. Little basis
was found for generalizing across state lines about fiscal independence,
but evidence was found that it did have consistent and significant effects
on educational expenditures within some states.9

In the second effort we used a dummy variable technique to give
effect to the state in which a given local school district was found. When
this dummy variable was used with ability-demand variables, with expenditures
per pupil as the dependent variable, the multiple correlation coefficient
increased from .66 to .88, While this substantial increase in thg ﬁultible
correlation coefficient told us only that there was something abo&& the
state in which the districts were located that "made a difference" we
chose to hypothesize that governmental arrangements within a state "make
a difference" with regard to local educational expenditures. The current
study was designed in part to test that hypothesis; as we will report in

Chapter IV we conclude that, at least 1n§ofar as we have been able to devise

accurate indicators of the governmental arrangements, they do not appear to

make very much difference.

9See "Ten-State Study," Chap. Six, for a full discussion of these
findings.
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Despite these successes in explaining variations in educational
expenditures, one-quarter of the expenditure variations were not accounted
for by the variables used in the Ten-State Study. In addition, some of
the explained portion of the variation resulted from the use of a dummy
variable, which could only be regarded as a temporary expedient. Other
hypotheses need now to be formulated and tested to explain the substantial

increase in the empirical power of the rationale when the dummy variable

for the state was used.

WHY A RATIONALE?

In the sixty years since Cubberley first defined school finance as
a field for study, theory-based research has not been prominent. Research
has all too frequently been guilty of '"naked empiricism," as larger and
larger collections of fiscal data were amassed. 1In the significant mono-
graph of Coladarci and Getzels, "The Usc of Theory in Educational Adminis-
tration," the authors observed that "the long history of the'physical
sciences shows rather clearly that observation and measurements, no matter
how precise, cannot lead to stable, practical knowledge except through some
guiding principles that serve as guides as to what to observe, what to
measure, how to interpret."10 Without explicit theoretical grounds for
determining what facts are rélevant, knowledge and understanding will not
emerge miraculously from data.

A second problem that has plagued research in school finanqe and

in school administration stems from a confusion of the "ig's" and the

"ought's.!" Our interest in specifying a theoretical orientation is not

10Arthur P. Coladarci and Jacob W. Getzels, The Use of Theory in
Educational Administration, Educational Administration Monograph No.. 5

(Stanford, Calif.: School of Education, Stanford University, 1955), p. 7.
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at all directed toward prescribing what the fiscal and administrative
policies of large city school systems should ge. Rather, it is designed
to provide a basis for orderihg, and thus simplifying, a relatively wide
range of phenomena related to how systems do behave. This is not to

absolve the researcher from any responsibility for helping to solve

some of the problems he has observed in his research. It is simply to

differentiate between the world 6f the decision-maker and the world of

the researcher. Policy prescriptions should be clearly labeled as such,

and should not be the raison d'etre of research in social science.

S e v s o s S
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One last point regarding the use of a rationale: unless the

rationale produces hypotheses that can be empirically tested, it is not

~very useful. Without empirical testing one can never determine whether

his particular view of reality is an accurate one. Each of the postulated
conditions in this rationale--ability, expectations, and governmental .
arrangements-~has been made operational by specifying quantitative and %
other objective measures which reflect the econo ~s social, and political
? conditions described in the theory. Hypotheses have been tested for each

of these measures.

A L T

WA

The rationale should be evaluated‘on two levels. First, empirical
E tests of the rationale should demonstrate how well the selected measures
%@ actually predict the behavior of local school systeﬁs in financing public
E education. Second, it should be judged by whether it has contributed to

a more orderly, more simple, and more accurate understanding of school

2 finance phenomena. f

There are three basic questions asked by researchers who are curious

about phenomena in the real world.

Py R L
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1. What kind of phenomenon is it?

2. Why does it behave the way it does?

3. How can we make it do what we want it to do?
We began this study in an attempt to understand the phenomena which make
big city school districts behave the way they do with respect to fiscal
affairs. We found that a prior task was to describe the great city school

districts' budget processes and other governmental arrangements so that

LT

we would have adequate information upon which to build an understanding.

T

We attempted to reserve our thoughts about the third question until the

study itself was finished.
In early discussions with the Research Council and its Executive

Committee, the director made: a distinction between policy-making and the

TR T e ey
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study of the conditions that shape policy. Policy-making, he noted,

= .+.is the domain of the decision maker, the man who
decides what to do. The atmosphere of this domain is
urgent, the problems are immediate, and the decision
maker is constantly engaged in drawing on two great
banks of data, the technical knowledge he can obtain
and the social values of the community he serves, to

. determine what will go and what won't go in the

¥ circumstances he faces. The study of the conditions

- that shape policy, on the other hand, is the domain

; of the researcher, the investigator, the man who asks
3 why. The questions he asks are rarely the questions

f the decision maker wants answered; urgency serves only
to distract him, and he searches long and diligently for
the few ?its of knowledge that are his occasional
reward. 1 :

WHY STUDY CITIES?
9; : During the past deéade the nation's attention has been focused upon
the growing problems of America's great citieé. The influx of increasingly

large numbers of low-income groups has radically altered the social fabric

11Unpublished memorandum from H. Thomas James to the Research Council

of the Great Cities Program for School Improvement, March 6, 1963.
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at the cities' core and the capacity of city governments to respond to the ié
; problems of these groups has been severely strained. The civil rights

movement has probably been more responsible than any other single factor
for focusing public awareness on current problems of the great cities,
One of the primary functions of the great city in the late nineteenth “ ;
century and the early twentieth was to pPrepare the recent foreign emigrant |
for productive participation in‘Amer;Ean soc;ety. Today, the function is
the same, but the emigrant is conting from rurali areas of America's own
South, rather than from Dublin,'Belgrﬁde, or Osaka,
Today's problems in big city school systems are particularly vexing.
é; As we noted in Chapter I, the cities are caught in a double bind: while
enrollments increase, property ﬁalues typically remain constant or decrease.
Similarly, while the demands for superior teaching are increasing, as the
1 & schools assume greater responsibility for inculcating needed values and
} ? - skills in urban youth, the supply of superior teachers dwindles because of
increasingly effective suburban competition. -
. f Fiscally, many city school districts are further hampered by an
s ! inability to gain more favora?le shares of state aid funds from rural
dominated 1egislatures.» Recognition is slowly being granted, however, that
the great city school systems require very substantial iﬁcreases in assis-
tance, especially financial assistance, if they are to meet the needs of
their residents and of the nation as a whole.
Not surpris{ngly, this recognition originated in the cities themselves,
As early as 1956, the Research Council of the Great Cities Program for t
School Improvement was formed, as an instrument for focusing the combined |

resources of 15 city school systems upon their mutual problems and
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and challenges. As the rate of change in the social composition of the

. cities' populations accelerated during the past decade, state governments

and the federal government began to take heed of the cities' problems.
The state legislature in New York recentiy authorized a 10 percent increase
(later raised to 17% percent) in state aid for big city school systems.
The Supreme Court decision on reapportionment13 aﬁd the subsequent painful
processes of legislative reorganization may result in an increased respon-
siveness from state governments to city needs. The federal government's
current "War on Poverty" and related legiclation, including in particular
the creation of a cabinet post for urban affairs, have brought the power
of fhe federal governmené to bear upon many of the problems facing cities,
One of the_impzitigi reasons for studying big city school systemé
has been discuségzgzcities have problems that affect not only the welfare
of the citizens of the cities, but the general welfare as well. Under-
standing the management of city school districts better than we now do
should help in solving the problems. To increase understanding of these
complex institutions we need not only to improve the quality of our
descriptions of their processes, but to test also some of the generalizations
now extant in the literature of educational administration. The types of
policies and events which ave of interest to the student of urban politiecs
and fiscal affairs, such as those events occurring in a budget cycle, are
strikingly different in big city school systems from their description in

most general school administration literature.

12The Research Council Staff was housed from 1956 until late 1965 in
the Administration Building of the Chicago Public Schools. -Its offices are
currently located at 5400 North St. Louis Avenue, Chicago, Illinois 60625.

13paker vs, Carr, 82 Sup. Ct. 691 (1962).
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Reasonably adequate descriptive data about formal governmental
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arrangements in large cities are generally available through survey reports.

However, these reports are often less than candid about known political

=

linkages between the schools and city governments, and particularly about

RN S ST

extra-legal and informal working arrangements. The political dimensions

of the budget process, the ways in which individuals and groups of citizens
influence school board decision-making, and tie budgetary functions of boards
of education, when treated in most school finance and school administration
texts, are likely to be cast in contexts relevant to situations in small

and medium-sized school districts. Histories of the governmental structures
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of the city school systems are not uniformly excellent. Thus, before one .
can study the effect of certain governmental arrangements upon educational
expenditures, one must first know what governmental arrangements--formal

i& and informal--actually exist in cities.

MAJOR PURPOSES AND RESEARCH HYPOTHESES

We have used the general rationale for the study of school finance

developed in the earlier studies to help us understand how fiscal affairs
are managed in our great city school systems. Our problem was to explain

the variation in expenditures for education in large cities. Specifically, _ !

T T e g ey e
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we have attempted to develop further the general rationale, primarily in the f

area of governmental arrangemente, and to a lesser extent with respect to

demand for educational services, and to apply this rationale in a study of

the great city school systems. We have devoted particular attention to

governmental arrangements which 1nf1uencé school'budget decisions in large 1
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cities. However, the task of explaining variations in per-pupil expenditures

has been viewed as instrumental with respect to the broader purpose of the ¢
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study, which was to come to a more sophisticated understanding of how
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fiscal affairs in large eity school systems are managed, and from this

understanding, to develop some useful guidelines for fiscal policy in the

large cities. ;
The general hypothesis tested in this study was: k

i 3
If factors of demand for education and factors of financial "

] ability to pay for education are held constant among school
f districts, then variation in the or anizational structure for

; financing education will be associated with variation in ‘ i
L educational expenditures. 3

General Procedure

mae

The sample for the current study comprised 107 of the 119 largest

ST

school districts in the United States in 1960. The distribution in ADA :
ranged from approximately 20,000 to 1,000,000 students. The 107 districts

; were located in 36 states. The largest number of diétricts in any one

state was 11, in California.14 |

. The necessary socio-economic data for the ability and demand | 3 |
clusters were collected from census soutrces, the expenditures data

(adjusted for inter-city comparability) from U. S. Office of Education

- LITRE e et e

reports, and the property tax data from local.school districts, state tax
comnissions, and census of governments.,15 Coteiminality of city and
school district was carefully checked for every district, so that the

L%

,, '
2%' census data would reflect accurately the geographical area of districts.

14Chap. 1V, Table 15, lists the 107 school districts.

15For a detailed description of the procedure used in collecting and ' b
[ analyzing the data, please see Chap. 1IV.
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Of the 107 cities in the total sa;ple, 14 are members of the Research
Council of the Great Cities Program for School Improvement.16 The Research
Council and its members endorsed this study and extended full cooperation
to our staff. Each member of our staff studied one or more of the member
school districts of the Research Council. The staff member became intimately
familiar with the legal structure in which the school system was placed;
with the historical development of the school system'and its board of
education since the founding of the public schools in that city; with the
relationships between the school system and other agencies of government,
both local and state; and with the complete budget process of the school
system. Each staff member spent two to four weeks in "hig" city during
the course of the 27'months of the study, observing and interviewing at
times when it appeared that strategic decisions about the allocation of
financial resources were being made. Staff members observed many public
hearings and meetings of boards of education and city councils, but also
had access to special budget meetings and executive sessions of boards of
education, to school superintendents, to board-of-education members, and
to community leaders interested in the school budget.

The 14 cities of the Reseérch Council served as laboratories in which
our staff, through extensive observing and interviewing, identified a
number of variables which appedred to be important in determining the level
of educational expenditures. These factors were included in a questionnaire
vJhich was submitted to the remaining 92 cities of the sample. 1In this
manner a type of inductive, case study, issue-analysis approach was used

to identify the governmental variables in this study.

f/"‘
L
i

16The 14 members of the Research Council are Baltimore, Boston, Buffalo,
Chicago, Cleveland, Detroit, Houston, Los Angeles, Milwaukee, New York,
Philadelphia, Pittsburgh, San Francisco, St. Louis.
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In Chapter III, we will describe the budget processes of the 14
cities in which extensive field work was done. Then, in Chapter IV, we
will analyze statistically the influence of economic, social, and govern-
mentai factors on expenditures for education in 107 large school

districts.
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CHAPTER 111

THE SCHOOL BUDGET PROCESS IN LARGE CITIES

Schoole in big cities are big business. In the 1965-66 school year,
the total of $2,231,978,277 will be spent to meet current educational
expenses1 in the 14 great city'schéél districts whose budget processes are
discussed in this chapter.2 New York City, of course, will spend the most;
by 1966-67 its annual current expenditures will total more than one billion
dollars. The smallest disbursement among the 14 cities, small only in
comparison to the other 13, is Buffalo's, whose current expenditures in
1966-67 will be $37,467,000. How is it decided that a big city school
system will receive a billion dollars, but no more? Who makes the key
decisioné in these cities? Who influences those decisions? What generaliza-
tions about the budget processes of the great city school systems can be

made? One of the major efforts of this study was directed at answering

these questions.

lrhese expenditures data were obtained from the National Education
Association,

2The 14 cities discussed in this chapter are all members of the
Research Council of the Great Cities Program for School Improvement.
Washington, D.C., the 15th member of the Research Council, was not
included in the study because of its unique governmental structure. The
14 cities are: Baltimore, Boston, Buffalo, Chicago, Cleveland, Detroit,

Houston, Los Angeles, Milwaukee, New York, Philadelphia, Pittsburgh,
San Francisco, and St. Louis,
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AN OVERVIEW OF THE HISTORICAL DEVELOPMENT OF THE
BUDGETARY PROCESS IN THE UNITED STATES

Some perspective on budget issues facing schools today can be gained

by a brief review of public budgeting as it has developed from the time of
the 13 colonies uﬁ to the present. One of the major issues during the last
two decades of the eighteenth century was the question of how much ﬁgwer
the executive branch of the national government should hold.> The conflicting
points of view each had implications for the budget process. Alexander
Hamilton and the Federalists argued that a strong executive was necessary
to Larry out the functions of government, and that the executive should
have wide diséretionary authority to transfer funds from one account to
another as circumstances demanded. During the 1790s the Federalists were
opposed to specific appropriations from Congress because this would limit
the power of the executive. When Thomas Jefferson became President in 1800,
the position of the Federalists changed, and they attempted to use their
influence in Congress to ensure that the hands of the President would be
tied by highly specific appropriations.

The Federalists were opposed by the Jeffersonians, who favored specific
legislative appropriations. The Jeffersonians argued that since Congress
had the respondibility of levying taxes, Congress should control the expendi-
tures of federal funds. 1In support of their position, they cited the
Constitutional requirement that "no money should be drawn from the Treasury,

but in consequence of appropriations made by law."4

31t will be remembered that the English parliament in the late seven-
teenth century had been the first to gain effective legislative control
over a national "executive" through the "power of the purse." Colonial Netws
England by the same time had already established a form of legislative
"power of the purse" in the unique town-meeting arrangement, whose origins
can be traced to Athenian democracy, and in the colonial legislatures as well.

For a more elaborate treatment of these positions, see Arthur Smithies,
The Budgetary Process in the United States, a publication of the Committee
for Economic Development (New York: McGraw-Hill, 1955), p. SO.
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During the nineteeﬁth century the Congress consistently attempted,
except in timeslof war, to restrict the authority of the executive branch
of the government. One important device it used was the highly specific
appropriation, which would tend to prevent the executive branch from doing
anything unless Congress had specifically authorized it. It was largely
successful in these attempts. The federal budget was negotiated directly
between the different executive agencies and the appropriate Congressional
committees. The President had little control over its preparation; he
was not to achieve centralized control until well into the twentieth century.
Smithies points out that these procedures functioned neither to achieve
économical and efficient government, bquuse they denied necessary executive
flexibility, nor to achieve total Congressional control over items of
expenditure, since loopholes in the law always permitted executive agencies
to transfer funds in "emergencies" (and the executive branch evidently
found a large number of "emergencies" facing it).s

The federal budgetary process was no less rational and no less subject
to accurate accounting than the budgets of most city and state governments
during the nineteenth century, and budgeting practices of local city and
school "legislatures"--city councils and school boards--which were in
considerable disarray. 1t is difficult today to conceive of public
institutions existing for decades with a budgetary procedure which made it

virtually impossible for the appropriating body or the general public to
know what its money was being spent for. Yet, this was exactly the situation

in city governments until the first decade of the twentieth century. Monies

1bid., p. 55.
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vere budgeted in such a way that it was impossible to determine whether
expenditures had been consistent with the intended purposes of the appro-

priating agency.6

A concrete example or two will serve to illustrate the kind of budgeting
which was widespread in cities throughout the nineteenth century and the
early part of the twentieth cen_tury.7 Philadelphia's 1911 budget, for

instance, included the following item:

Postage, ice, files, incidentals, meals, repairs,
advertising, loans, and entertainment of city and
visiting officials . . . . ., ... . .. $25,000.

And from the same budget,

Repairs, hauling and labor . . . . . . . $60,000.
Chicago's 1909 budget contained the following astounding list of services
under a single line item of the budget:

For repairs and renewals of wagons and harness,

replacement and keep of livestock, identification,.

police telegraph expenses, rents, repairs and

renewal of equipment, hospital service, printing

and stationery, secret service, light and heat and

25 more horses and equipment for mounted police and

for repair of Hyde Park Station; also other miscel-

laneous expenses . , . . .. ... . .. $205,000.

It is apparent that legislative scrutiny of executive performance

was almost impossible when budgetary items were constructed like the three
illustrated above. This lack of adequate budgetary procedures was not

unwelcome to some in an age when urban politics was rough-and-tumble,

frequently corrupt, and subject to few of the legal and ethical constraints

6In 1909 there had been no audit of the accounts of the state of
California since 1889!

7Thesé”examples are from Herbert R. Sands and Fred W. Lindars,
"Efficiency in Budget Making," The Annals, American Academy of Political
y
and Social Science, XLI (May 1912), pp. 138, 139.
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taken for granted today. Frequently, the legislators designing all-inclusive
line item appropriations were just as anxious as those in the executive
branch to conceal fiscal operations from public scrutiny,

A number of significant budgetary reforms have occurred at both the
local and the federal level during the twentieth century.8 The first
significant change in budgetary procedure occurred in New York City in
1906 when the New York City Health Department, with the assistance of the
Municipal Research Bureau of New York City, prepared ''the first scientific
municipal budget" in America.9 Other branches of the New York City govern-
meﬁt followed suit shortly thereafter, and shortly after 1910 the first
public hearings on a local government budget occurred there. Other cities
began to follow New York's lead in budget reform. Thus, in 1910 Chicago
re-structured its budget and separated its appropriations according to
rather specific categories,

At the federal level, the Taft Commission on Economy and Efficiency
reported in 1912 that substantial reform in federal budgeting practices
was needed in both the executive and the legislative brénches.10 The
Commission recommended that in the federal Budget, expenditures should be
classified in terms of programs or functions. Another important recommenda-
tion urged that a single budget be prepared by the President for the executive
branch of the government to replace the practice of direct negotiation between

departments and Congress,

e A il

- 8Charles S. Benson, The Economics of Public Educaticn (Boston°
Houghton-Mifflin Company, 1961), pp. 476-80.

93 ands and Lindars, p. 139. Presumably, '"scientific' refers here to
the use of relatively specific line items.

1oCommiSsion on Economy and Efficiency in the Government Service,
62nd Congress, 2nd Session (1911-1912), House Document 854, Vol. 114.
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Sérious federal consideration of the Commission's recommendations
was delayed because of World War I. Less preoccupied with world affairs, :
several state legislatures established economy and efficiency commissions
as a result of the Taft Commission recommendations. Within a few years,
more than half the states had established budget research agencies.
Establishing systematic budgets became politically acceptable in many
states. In 1913 alone, six states enacted budgetary legislation.11

After World War I Congress enacted the Budget and Accounting Act of
1921.12 -This act had three purposes: first, to require a comprehensive
presidential budget for the executive branch; second, to establish the
Bureau of the Budget to assist the President in preparing his budget; and
third, to establish a General Accounting Office which would function as
the auditing agency of the government and would be responsible largely to
the Congress itself, rather than to the President.

The municipal reform movement of the first part of the twentieth
century made budget reform easier in many cities.13 Similarly, the growth
in the professional stature and legal authority of school superintendents
or business managers (a change in which some of the great cities led the
country) during the latter part of the nineteenth century and the early
part of the twentieth made it easier to introduce executive comtrol of

budgetary preparation in public school systems. As the authority of school

superintendents over budget-making was increased, as reforms in the structure

. 114, g, Buck, Public Budgeting (New York: Harper and Brothers, 1929),
p. 1l4.

125 nithies, p. 72.

135esse Burkhead, "The Budget ard Democratic Gove mmment," as reprinted
from Roscoe C. Martin, ed., Public Administration and D@mocracy: FEssajs in j
Honor of Paul H. Appleby (Syracuse: Syracuse University Press, 1965). !
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- of the budget itself were introduced, and as the size of school boards was
reduced, the mude of operation for school board budget review tended to
shift from a committee plan to a committee~-of~-the-whole plan.

One of the principal budgetary réform proposals to be made in this

century is program budgeting, The usual method 1? to classify expenditures

solely by object (e.g., truant offfCers); by contrast a program, or per-

formance, budget is one in which expenditure classifications reflect an

agency's functions, or overall purposes and goals (e.g., retain all high
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school age children in school). As early as 1912 (the same year the Taft

,y,\',:.i i

Commission published its recommendations), Frank Bachman suggested that
city school systems arrange their accounting procedures so that the cost

of educational services could be weighed against such factors as the pro-

portion of children in a given age group who were attendingvschool, and the
quality Qf 1nstruction.14 By using this.budget format, it would presumably
be pdssible to examine certain measurable kinds of performance in relation

to cost.
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Slow to catch on, the idea of performance budgeting was given renewed

impetus by the Hoover Commission in 1949, Even at that time, though, it is
probable that no governmental agency--local, state, or federal--was using

a performance budgeting system. The idea has gradually, but slowly, gained ;

acceptance both in and out of governmenf since the Hoover Commission's i
report. - It was not until 1965 that the program budgeting concept became the

official policy for the executive branch of the federal government.15 The

14Frank P. Bachman, "Attaining Efficiency in City School Systems,"
The Annals, American Academy of Political and Social Science, XLI (May
1912), pp. 158-76. :

ISU, S. Bureau of the Budget, Executive Office of the President, -%
"Planning-Programming-Budget1ng," Bulletin No. 66-3, a memorandum to the 3
heads of executive departments and establishments (October 12, 1965). f?
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late 19608 should witness a major effort to re-structure federal accounts
along "program" lines, similar to the manner in which Secretary McNamara
has developed the Department of Defense's budget.16 Later in this' chapter,
we shall return to the concept of program budgeting, after‘discussihg in
more detail the existing budget processes in the great city school systems.
Budgetary 1ssues prominent in the nineteenth century and the early
part of the twentieth ave still controversial in large city school systems.
Both executives (school superintendents) and legislatures (boards of education)
may still attempt to use the budget to decrease the power of the.othef. In
‘some cities, leaders of several departments of the school system still
negotiate their budget dirqctly with the board of education. Notwithstanding
these and other persistent issues, budgeting in the great city school systems
is vastly improved over the primitive budgeting practices of a half-century

or more ago.

THE BUDGET PROCESS AS A CONCEPT
The central phenomena in our analysis of budget processes are the
concepts of decision-making and 1nf1uence.17 This chaptgr reports our
studies of the‘school budget process in 14 large American cities, with
particular emphasis on these concepts,
In discussing budgets, it is useful to differentiate between the
budget document itself, defined as a statement forecasting the expected

revenues and expenditures of a school system dufing a stated period of

16See, for instance, Daniel Seligman, '"McNamara's Management
Revolution," Fortune, LXXII No. 1 (July 1965), pp. 116-20.

17

The term "influence” is not in any way meant to be 1nv1dious.
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time, and the budgetary process, defined as a series of events functioning
fo,determine the allocation and distribution of funds for a school system.18

The range of events that occur during the budget process in a large
city school systemvis wide.indeed. It includes all thé detailed work
within a school system dﬁring,the early stages of budget pPreparation,
decisions made by the - superintendent of schools as he recommends a .budget
to the board of education, the’attempts by employee organizations and by
comnunity associations to influence the superintendent's or the board's |
decisions, final budgetary decisions by the board of education, attempts
to obtain state finanéial aid, and where appropriate, decisions by municipal
officials who are empowered to review the school budget. A full cycle of
these events frequently is more than 12 months long, so that the end ofl
one cycle may overlap by several months the start of the next.

Given the complexities of a big city budget process, it is necessary
to simplify it for purposes of analysis by differentiating amomé the events
in some way. One way we have fouﬁd useful is to distinguish three "stages"
=-or sequential parts--of the budget process: preparation, determination,
and execution. All the activities oécurring prior to the first legally-
defined decision~making point in the budget process constitute the preparation
stage. The determination stage includes all of the legally-defined decision-
making points in the budget, and the execution stage is simply the adminis-
tration of the budget once it has been legally adopted. Our analysis was
focused on the stages in which the budget was prepared and determined, and

these two stages are discussed at length below,

t

18This distinction is treated extensively in Ernest G. Lake and
Alfred D. Simpson, "The Budgetary Process" in R. L. Johns and E. L. Morphet,
eds., Problems and Issues in Public School Finance, National Conference of
Profesgsors of Educational Administration (1952), p. 324,
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The budget process is affected by many elementg of a city'é govern-
mental structure; such as constitutional and étatutory provisions (both
pernissive and mandatory), which shape the environment in which decisions
aredmade; urban-rural legislative apportionment; municipal or county
review of school budgets; budget or expenditure limitations; the allocation
of taxing powers; tax rate limitations; and the assignment and use of tax
bases for both school and non-school purposes. The budget process includes
both formal‘and informal patterné for communication and influence directly
related to decision?making about resourcé allocations, 1In addition, many
individuals participate in a budget process, including school employees,
members of boards of education, members of city cbuncils, mayors, and many
Private citizens interested in the public schools.

To illustrate the complexities of budget processes in large city
school systems, Appendixes B and C present a description of the budget
Process of one fiscally dependent school system, New York City, and one
fiscally independent school system, Los Angeles. These descriptions are
intended to inform the reader who may not personally be familiar with big
city budget processes. The reader is urged to refer at this time to these

Appendixes before continuing to read the remainder of this chapter.19

191n each of the 14 cities, a member of our staff gpent a period of
several weeks observing meetings, studying documents, and interviewing
appropriate public officials and pPrivate citizens. On the basis of this
fieldwork, a paper was pPrepared describing the budget process for each of
the 14 cities. 1In addition, papers were prepared describing in some
detail the historical development of the cities (see Chapter I). The staff
used these papers in identifying variables for use in the multiple regression
analysis of the data from the 107 district sample, but substantial attention
was also given to the sample of 14 cities as a separate unit for analysis.
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BOUNDARIES AROUND' BUDGETARY DECISION-MAKING

It is important: to emphasize a point made in Chapter II, namely, that
the financial resources of a.COmmunity and the character of its population
set "boundaries" beyond which it is unrealistic to expect education:.l
administrators and school boards to move given existing governmental
arrangements. We have mentioned the gocio-economic boundary, but there
are two other major types--legal.and traditional-~-as well.

First, federal, state, and local laws and rulings 1imit the alterna-
tives available fo decision-makers involved in the budget process of the
big city school system. Court decisions on rights of property and on human
rights, legislative mandates, fiscai :estrictions, and municipal policing
powers all take precedenée, an& consequently reduce the discretionary
authority for school decision-making. Second, and perhaps as constraining
as legal restrictions though not nearly so visible, is the tendency in big
city school systems for the adminisfrative arrangements to become so formal
and inflexible that they sometimes impair the functioning of the institution
and reduce its potential for adaptability.zo’21 Thirdly, socio-economic
conditions may further reduce the alternatives for action. In the multiple

regression analyses reported in Chapter IV, we find that more than 70 percent

of the variance in educational expenditures in 107 large cities could be

20Later in this chapter we will comment on the use of budget "formulas"
as an example of an inflexible administrative arrangement.

21For a perceptive treatment of how one urban school bureaucracy

functions in the field of personnel, see Daniel E. Griffiths, et al.,
Teacher Mobility in New York Cit (New York: Center for School Services
and Off Campus Courses, School of Education, New York University, 1963).
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explained by measures of economic conditions-reflecting ability to support

education and measures of social conditions reflecting demands for educa~

tional services (without any consideration of budgets and decision-makers).
In addition, competing demands for other (non-school) governmental services

are more significant. in cities than in smaller-districts, and the age of the g .

school plant (e.g., the many schools built before 1900) also constrains
fiscal leeway for city schools. Thus, decision-making about school budgets A

: must be viewed ir the context of several de facto limitations'on the

ﬁ discretion of the decision-makers;

THE PARTICIPANTS IN BIG CITY BUDGET PROCESSES 4

Jé The participants in big city school budget processes can be divided

% 3 into three major types: first, those who hold. legally~-defined decision-

making positions in the budget process; second, employees of the school
(excluding those few who hold decision-making positions); and third,

individuals and groups in the community (excluding board members and other

ORI N | Tt A A

decision-makers). These three types of participants can be further divided d
into a total of seven categories. Among the legally-defined decision-makers, %
E there are (1) the professional school administrator, (2) the members of the E
F board of~education, and (3) in some cities (where appropriate) the municipal é
; officiais and voters who have the authority to affect educational expendi- é
ﬁ tures.22 School employees can be separated into the professional teaching &

staff of the school, and non-cartificated service personnel. Finally, we
[

2 can distinguish between the clientele of the school--i.e., parents--whose

22The roles of municipal officials and voters in these decisions

vary greatly among school districts, See the "Ten-State Study," Section 3,
for Harold Dyck's typological analysis of these relationships.
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primary orientation is toward educational services, and thsse citizens
whsse primary orientation is the ninimization of local property taxes and
public expenditures.

Each class of participants clearly can exert or mobilize power or
influence in the budget decisions of urban schools. Tbe Seven categories
can be distinguished by differences in the sources of their power and in
the channels through which their influence is communicated. We make no

claim that the seven categories are either mutually exclusive or exhaustive.

THE BUDGET PROCESS
Earlier we noted that a school budget process could be thought of in
three stages: preparation, determination, and execution. The preparation
and determination stages will be discussed in some detail below. The
discussion will focus on the seven classes of participants, and the part

played by each during the budget process,

Pregaring the-Budget

A great deal of preliminary work must be done by the administrative
staff of a school district before the%suﬁeriﬁtegdest of schools (or in some
cases, a co-equal business manager) makes a firm decision about the budget
he will recommend to the board of education. Information must be collected
about past expenditures and Projected enrollments, about teachers' salaries
in other districts, about state aid and the prospects for increasing it,

about the demands for wage increases likely to come from employee groups

and the demands from community groups for additional educational services.

Organizing this information for decision-making and (in fiscally independent
districts) screening it through the reality-test of probable revenue levels

are the principal activities of school budget officials during the preparation

stage.
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knowledge, both of which are available in the school staff; the complexity

of a big city budget increases the importance of technical knowledge and
therefore Places substantial power for budget preparation in the school
staff. Later, we will discuss the degree te which the power of the board
of education to shape the budget is limited by the concentration of

budgetary expertise in the professionalﬁstaff.

Formalitx‘in the Budget Process

Our field staff noted marked variations in the degree of formality
with which the budget Preparation process is carried on and in the extent ’
to which incividual staff members are involved in the proceSs.23

In one city that typifies a pattern of wide formal involvement, the'
preparation of the budget starts with the system's principals, who fill in
budget request forms in prescribed ways. The forms flow upward through
channels of authority on a strict schedule, Pausing at various review and
approval stations along the way. When all requests as modified by the
various approving authorities have been compiled, the superintendent and
his staff develop a budget proposal for presentation to the board.

In another city a pattern of centralized informal participation by a
few key staff members is observed, Budget pPreparation is delegated by the
superintendent to a staff assistant, who adjusts last year's budget by
adding amounts reflecting increased Price levels, salary changes, and
increased enroliments, Beyond this, he relies on occasional phone calls

from supervisors and principals, who may make special requests for changes

e
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in programs. The superintendent reviews the budget draft and passes it,

relatively unchanged, to the school board for approval.

Formulas

While school superintendents and théir budget directors are deciding
upon salary levels of certificated and non-cereificated peréonnel to
recommend in their’budget proposals, a separate budget process is under
way in the area of supplies and equipment. .To budget for supplies, materials,
and -even personnel, the typical procedure is to utilize a formula based upon
the enrollment in a school or district, the number of teachers in a school
or district, or a similar quantitative index. Ior example, a school district
may decide through experience that a certain amount of money per pupil is
required for art supplies in the elementé;y schools. This amount is used
as a formula during the budget preparation period to determine ﬁow much
will be required for elementary school art supplies, and is also used
during tﬁe execution phase of the budget to det. mine the exact appropriations
to be made to each school or district. Cities differ in the extent to which
they require itemized lists to support budget requests for equipment, but
the use of formulas isg widespread bo:h among cities and across a variety
of budget cétegories within a city,

Formulas are also frequently used to determine>the allocation of
personnel, A city may determine from experiznce that a school with undef
500 pupils needs a half-time clerk, a school‘with between 500 and 1,000
pupils needs a full-time clerk, etc. The allocation of teachers to a
district or building is often made on the same basis. Suburban or rural
schoolmen,‘accustomed to less bureaucratié budget procedures, may feel that

this use of formulas is mechanical and inflexible. When a school system

has hundreds of schools, however, it is not surprising that the search for
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One‘consequence of tﬁe(use of formulas is the centralization of
budgetary decision-making. Participation in the budget process by individual
principals was observed in ‘only 7 of the 14 big city schoolvéystems studied,
and then not in roles of central importance, For instance, where Principals
are involved in the budget pProcess, their activities include such tasks

as supplying neighborhood enrollment Projections used jn the central office

for applying formulas, and preparing requests for special building altera-

tions and special items of equipment,

Generally speaking, it is difficult to change or adjust the formulas, ;

e e 2 B
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even from one year to the next. Further evidence of the stability of these E

formulas over time is found ip expenditures data (13 of the 14 cities

AR SRR o

reporting). Between 1959-60 and 1965-66, for instance, there was little :

% change in the percentage distribution of total expenditures among various

o
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categories of expenditures. The only exception to this pattern was in

S s

2 expenditures for transportation; despite a rapid rise (57 percent) during 5
§ the past six years, perhaps attributable to the civil rights demands for é
é 1ntegration, transportation stiil accounted for only 1.1'percent of the é
g total current expenditures for 1965-66 in the 13 cities. (See Table 6.) é

Despite the traditional inflexibility of formulas, however, examples f

could be cited of their having been adjusted to meet local needs, 1In
Chicago, a selected district was provided with extra remedial teachers; in
Los Angeles,, technological progress made possible a change in mainterance

formulas; in New York, the "More Effective School" plan substituted a

e A

"saturation" for a "normal" staffing pattern; in St. Louis, a slum district
was given an increased allotment of teachers. Similar instances could be

cited in almost every city, but generally they occurred only as a result of

severe political pressures,
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TABLE 6

TOTAL PERCENTAGE DISTRIBUTION OF CURRENT EXPENDITURES OF
13 CITIES, 1959-60 AND 1965-662

w Category (hetoal) (Budgeced)
3 Administration _, 2.6% 2.7%

2 Instruction © 72,3 72.3

% Operation and Maintenance 14.9 14.0

é% 'Fired Charges 7.8 7.3

% Attendance and Health 1.? 1.6

% | Transportation .7 1.1

,é Other | - e 1.0

R &
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A il

3Sources: U. S. Office of Education,

1959-60 data; National Education
‘Association, 1965-66 data.

ti

|
Teachers and Salaries | '

3 The largest single item in any school district budget is teachers'

salaries. During the preparation stage of the budget process, teachers'

. salaries and other benefits are a major item of concern, both to representa-

tives of teacher organizations and to the administrative staff of the school

district, 1In virtually every city we studied, some form of salary demands

were

- . g i Adar Rl s e R AP
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received from teacher organizations during the preparation stage of the

‘budget process. Teacher organizations, including those affiliated with the

American Federation of Teachers and with the National Education Association,

prepared specific salary demands and submitted them either to the superinten-

IR, L ST e,

dent or to the board of education. In some instances, these demands were

A}
received in the form of a letter or brief memorandum, with 1itt1e follow-up

negotiations. 1In other instances, though, substantial'communication was
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observed between representatives of teacher organizations and the adminig-
' trative staff responsible for Preparing the budget. 1In either circumstance,
teachers' salafies were uppermost in the minds of budget directors as they

were preparing the budget.

In Chapter II we distinguished between demands related to staff

e : e aa . L T G o
M ¥ Al i SRR :

benefits and demands related to the extension of educational services, and

commented that the two were not necessarily the same. With few exceptions,

.

the demands from teacher organizations tend to relate to staff benefits,

such as salary increases or released time, and not to the extension of

; educational services.2

S IR I
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The timing of collective bargaining with teachers, in relation to

| the legal schedule of events during a budget process, is an important consi-
deration in the Preparation of a big city school budget. 1In the few cities
in which teachers' unions havc succeeded in establishing a collective

bargaining agreement with the board of education, negotiations over salaries

are usually continued into late stages of the budget process. When a union

negotiation will not be concluded by the end of the budget process, budget

officials have only two realistic alternatives. They can ignore the fact

that costs will obviously be incurred as a result of later negotiations;

i .1f they do, then supplementary funds must be obtained from whatever sources

g A e S i I T T S st g i e S e s
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are availuable (such as from the Mayor in fiscally dependent New York City).

An alternative more consistent‘with the conception of a board of
education as an independent policy-making group is to estimate in the original

budget the minimal costs of the future collective bargaining settlement. In

24An exception to this general observation is the More Effective Schools
Program, supported by the United Federation of Teachers in New York. Proposed
increases in this program were a part of the U.F,T. demands during 1965
contract : negotiations, but the cost of these increases was quite small com-
pared with the cost of galary and working condition demands being negotiated
at the same time. See Appendix B,




New York City, where the strength of the teachers' union is greater than

5

in other cities,25 the superintendent and board included $20 million in

their budget to cover teachers' demande. Thisg action, of course, notifies

the union as. to the amount the board has available to meet its demands,

thus operationally becoming a minimum beneath which the union will refuse

to settle, Far from accepting that amount, however, the United Federation

of Teachers in New York City pressed for funds over and above the $20 million

estimate, and eventually obtained a settlement of $65 million, agreed upon

through mediation (and & supplementary appropriation) from the Mayor of
New York City.

The success of a teachers' union in Pressing its demands upon either

the board of education or the city official responsible for the school budget

is a function of many factors, including the solidarity of its support among

rank-and-file'teachers, the militancy of union leadership in threatening a

- strike, the revenue flexibility of the board of education, the political

importance of unions, and the local attitude toward union membership for

public employees. For instance, a teacher's strike threat would probably be

perceived less favorably in some cities than in New York City owing to the

different ways in which_unipnism as a general phenomenon is viewed in

‘various cities. Where teachers' organizations do not have porver to bargain

collectively, the factor of contract timing is not yet a problem. Although

cities that do not now have a -collective bargaining agreement are witnessing

a steady increase in the Participation of teachers in matters related to

their own welfare, teacher organizations are not yet the paramount influence

on budget decisions in a majority of these cities.

25Approximately 75 percent of New York City' 8 45, 000 teachers are
members of the United Federation of Teachers,
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Whether or not the increased participation of teachere in the

management of urban schgolslis desirable is a matter of opinion. On the

othe* hand, the nationwide struggle of teachers to promote their interests

directly with boards of education has been viewed with some alarm by those

who label it a dangerous intrusion of labor-management concepts into a

fe-—

professional realm. Wildman and Perry identify two assumptions underlying
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the theory and practice of collective bargaining, and question whether

v

they are appropriate to a professional situatiom:

the assumption of significant and continuing conflict

; E between the managers and the managed in any enterprise,

. and . . . the corollary assumption that there will be a

Ly ‘ strong, identifiable community of interest and consensus ‘ ﬁ
Cob within the employee group with regard to large numbers 7
- F of items and areas of judgment on whiig there will be 3
3 conflict with the managing authority. ;

{ On the other hand, the traditional rcle of the beneficent but essen-

tially authoritarian superintendent of schools,

who himself represents the

staff's best interests in negotiations with a board of education, does not

apply in many large cities today. Two observations can be cited in support

of this conclusion.

First, teachers do not necessarily perceive the big g

city superintendent as their spokesman, despite his widely accepted status ﬁ

as the titular head of the hierarchy. Rather, they increasingly view him

as the board's man, as management, whether the superintendent is an "insider"

or an "outsider."

More often, the real spokesmen for the instructional

staff are found at the ievel of deputy, associate, or assistanf superinten-

dent, except in areas in which teachers' unions refuse or discour#ge

-membership by administrators. Second, attempts by teachers' unions to

negotiate labor-management contracts can be viewed as the substitution of

26yesley A. Wildman and Charles R. Perry, "Group Conflict and Schooi

Organization," Phi Delta Kappan, XLVII, No. 5 (January 1966), p. 245,
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written law and due process for informal agreements and even human caprice.

| g ‘ Such a substitution, after its accomplishment, is generally regarded as

- % | progress.
3 We conclude then that teachers' salaries and working conditions are 1
the paramount issues facing decision-makers in big city budget processes,
but that there is considerable variation in the arrangements through which
teachers express, or bargain for, their interests. In most instances,
however, demands for teachers' salaries are presented to the superintendent
3 k of schools or his budget director at an early date in the budget process so

| ; that changes in teachers’ salaries can be reflected in early stages of

-2 e} ®

budget preparation. Teachers also carry their demands directly to boards

TREY.

- sevlen,

of education and municipal officials later in the budget process.

I
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By contrast, we should note that generally during the preparation
stage there is no similar channel open for formal communication from those
who seek additional educational services. Community associations interested ;
in extending educational services are rarely consulted by administrators.

It is true that some groups (e.g., civil rights) press for policies and

2o Al Dbt g o )

services on a year-round basis, but the board's public hearing is still ?

the first available opportunity for these groups to express their views {
directly to the board. By that time, however, the budget is already prepared.

Major changes may be difficult at a later stage, because of revenue limita-

R T o

tions, and because the changes would probably require a corresponding

decrease in another expenditure category, such as teachers' salaries.

Of course, demands from teacher organizations are not the only

influence on school budget directors as they consider their recommendations

for teachers' salaries. State laws may establish minimum levels of teacher's

pay. Another factor is competition, primarily in the particular city's
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labor market bﬁt also with respect to other large cities across the country,
The R;search Council of thi Great Cities Program.fof School Improvement
regularly provides déta to its members on salary levels in other cities.

One school budget director commented, for instance, that in deciding upon
the level of teachers' salaries to recommend to the board of education,

he attempted to keep his district's minimum teacher's salary equal to that
of the highest paying suburb in hig metropolitan area, and to keep incre-
ments and maximums at the median of the cities in the Research Council.

We conclude that demands from teachers themselves, competition for

teachers in the labor market, aid of course, the revenue situation are

the principal factors in the issue of teachers' salaries.

Service Personnel

In most cities, non-certificated service personnel are organized
into a number of unions and employee associations that negotiate their
éalaries and working conditions with senior administrative officials and
boards of education. Srmetimes closely linked with partisan political
power or organized labor, the non-certificated employees exercise significant
influence during the prepafation stage of the budget process in most cities.
The channel for communication between this group, the superintendent
of schools, and the board of education is frequently through an assistant
superintehdent'of schools for business (caIled'a secretary of the board or

business manager in some districts), who functions as the spokesman for

- service personnel. He is usually, but not always, more responsive to

local political norms than to the type of national professional norms with
which other school administrators identify. The business manager may, in
fact, possess a very substantial degree of influence over fiscal decisions

in city and state govefnment, and may serve over a period of decades as the

principal liaison between the educational and political worlds.
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The power of service personnel in several of the great cities

i

achieved such importance during the nineteenth century and the early

twentieth century that their spokesman reported directly to the board of
education and not to the superintendent of schools. In several cities,
this pattern has persisted.27 Where this occurs, two or more separate
budgets may be presented to the board, or the buginess manager may prepare
the budget for all school departments and submif it directly to the board.
This arr#ngement usually represents a bifurcation of power, where educa-
tional policies are the domain of the superintendent of schools and fiscal
policies are the concern of the business manager, but frequently the

division of power is not even, particularly where a strong business manager

uses fiscal power to determine educational policy.

According to traditional school administration doctrine, this so-called
"two-headed monster" is an ineffective administrative arrangement, Whether
this is a fair evaluation is conjectural, but it is a matter of record that
some big city systems have been governed with apparent harmony by two or
more co-equal administrators for many years. In other cities, however,
the harmony may be more apparent than real. Instances were reported to our

resecarch team of internal disputés over such things as whether a financial

surplus existed. Tae finance man denied the existence of surplus funds,

27In 1960 St. Louis had five éxecutive officers who reported to the
Board (the Superintendent of Instruction, the Secretary-Treasurer, the
Attorney, the Auditor, and the Director of School Buildings), but St. Louis
has since designated the Superintendent of Instruction as the chief executive
of the system. In Milwaukee the Superintendent of Schools and the Business
Manager report to the Board. In Detroit it is the Superintendent of Schools
and the Business Manager; in Cleveland, the Superintendent, the Clerk-
Treasurer of the Board, and the Business Manager; in Philadelphia, the
Superintendent and the Secretary-Business Manager (at present one man holds
both positions). In Cleveland the Board of Education has moved to streng-

then the Superintendent vis-a-vis the Business Manager and Clerk-Tressurer.

65
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but his co-equal, the superintendent, claimed there were monies available

for spending. Since financial ﬁeports showing account balances were not 4

prepared for system-wide distribution, the superintendent was forced to

rely upon information supplied from unofficial accounts kept by one of his
men. In another instance, an administrative co-equal of a superintendent
reportedly "leaked" a confidential "minimum budget" memorandum to powe&ful
community taxpayer groups, fhereby setting the stage for a storm of contro-
versy at budget-hearing time.

Typically, service personnel have been the iast school employee group

to be placed under civil service (or tenure laws) and thus be removed from

*u
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the influence of municipal patronage. In some big cities today, custodial
and maintenance personnel have not been fully placed on civil gervice 5
status; ''temporary" or "pending" appointments are sometimes used to employ

service personnel without full civil service status. During the 1960s

there have been damaging scandals attracting widespread public and legis-
lative attention in at least two cities (St. Louis and'New York) where
misconduct by non-civil-gervice personnel was noted.

A close relationship between the city government and the school govern-
ment in some big cities, particularly in fiscally dependent school districts,

has led to many attempts on the part of city administrators to have identical

school and city salaries for similar grades of personnel, School adminis-
trators in such distriets typically resist these efforts. This dispute 1;

a symptom of the continuing ambiguity, discussed later in this éhapter, with
respect to whether a fiscally dependent school distric: is a municipal or

a state agency. Courts have consistently held that the schools are a state
agency, but fiscally dependent districts are usually regarded by city

officials as a municipal department.
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will usually tend to treat school budget requests more conservatively than

Boards of Education

The extent to which a board of education becomes involved in the

budget process during its Preparation stage apparently depends on the

superintendent of schools. In districts where the superintendent wishes

to involve the board intensively at this stage, board members, and perhaps

a board budget committee, will informally exchange viéwpoints with budget

officials. In other districts, however, the first knowledge the board

has of the school budget is the superintendent’s formal presentation to

them, 28

While school officials or board of education members may consult 4

municipal officials regarding the fiscal outlook for the city as a whole,
it is unusual for municipal officials to become involved in the details of

Preparing the school budget even in fiscally dependent school districts,

L ek AW A T D

The budgets prepared by superintendents and boards in fiscally dependent

cities are usually reduced in size when subjected to the lenses of political

reality by municipal officials, who alone have the authority to lewy taxes

and who must then answer to the public for their actions. We will comment

later on the relationship between fiscal independence and actual

expenditures,

- Budget preparations by school administrators in fiscally dependent

cities tend to show greater increases in proposed expenditures (when com-

pared to the previous year's level of actual expenditures) than budgets

Prepared by school administrators in fiscally independent school districts,

In fiscally independent districts, the superintendent's immediate reference

group-~the board of education--is

itself responsible for levying taxes and

N
Case Study (Chicago: Educational Methods, Inc., 1964).

288ee, for instance, Joseph Pois, The School Bogrd Crisis: A Chicago
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the board in a fiscally dependent city. Tﬁis difference is consistent
with the behavior of school administrators as they formulate a budget;
administrators in fiscally dependent districts tend to permit a more

generbus level of requested expenditures in the budget than in the

dependent districts.

Although some boards of education as well as municipal officials in

wert s o “ m s .

fiscally dependent districts do not play an active part in budget prepara-

tion, it is evident in scme cities that quite early in the budget process

RRRNIE s =T
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the superintendent and his budget director have discussed the revenue and
expenditures outlook for the coming budget with members of the board
(and with municipal officials, where appropriate).29 In many caseg, the

administrative staff has in mind a definite dollar amount, or percentage i

figure, which they believe the board will accept.

T T
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In one fiscally dependent city, not subject to state imposed maximum

levy limitations, a consensus between city and school officials was

g

j'-‘\ i,
T

apparently sustained for several years that the tptal property tax rate

for school and city purposes would not exceed a certain amount. School
administrators requested that school personnel "hold the line" in their
budget requests; and balance any necessary increases by corresponding
decreases in other areas. In another school district, fiscally independent
of city government, it ig customary for a member or two from the board of
education to communicate quietly with the local Chamber of Commerce leaders
to reach an agreement aboﬁt what the school property tax rate ought to be

for the following year. The amounf of revenue th#t such # rate would produce

then becomes the de facto ceiling below which bﬁdget‘requests must be fitted.

zgsome'éitieé, such as St. Louis, are on a two-year budget cycle,
because of bi-annual tax elections; during the second year, available
revenues are known quite accurately before the budget process begins,
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Thus, although boards of edueation, city officials, and community
organizations do not ordinarily play an important role in the preparation
stage of a big city school budget process, their influence at that stage
may be present through an informa! budget ceiling known to top adminis-
trators. Such predetermined ceilings, approximate though they may be,
reflect existing political and economic realities and obviously affect many
detailed decisions that must be made during the budget preparation stage,

The presence of predetermined budget ceilings, hammered out on the
anvil of local political and fiscal realities, challenges the decision-
making model that characterizes the discussion of the budget process in
some school finance texts. These texts assume that educational need and
policy largely determine expenditures; but the budget process of big city
school districts, and perhaps most of the other school districts as well,
simply is not primarily characterized by a "rational" determination of the
educational reeds of children. For too many years, big city school
systems have had the quality of their services determined by the revenues
available, and not by the needs they served. As we have observed earlier,
this would appear to be a poor public policy that needs reversing if we

would reverse the troublesome trend in urban education.

Determining the Budget
The Superintendent

The decision by the superintendent and top school staff members about
the budget to be recommended to the board of education is the first major

event in the determination stage of a big city school budget process.

3°We have noted earlier that in some districts part or all of rhe
budget may be presented direetly to the board by a business manager or
other school official. '
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- . Nowhere is the "balancing" role of the school superintendent more

evident than in his budget function. Heré, he must bé awvare of the_needs

and pressures existing in his school system, including those from all of
the other six classes of participants in the budget process. For example,
he must attempt to construct his recomméndations in such a way that
civil rights groups, teachers' organizations, and taxpayers' associations
all will accept them, even when they are not elated over the final budget.
Superintendents vary in two important ways with respect to thé
strategies they follow in presenting a budget to a board of education.
First, they vary in the extent to which they press for higher educational
expenditures; some superintendents pride themselves on "moving" a school
system toward increased services for children and higher levels of teacher
pay, while others place greater priority on frugality and efficiency in
operation. Apart from these abstractions, however,'superintendents (if

they are to last long in their position) must be realistic about the

revenue situation of the board of education, particularly in fiscally

independent districts.

Second, superintendents vary both in the amount of information they
provide to boards of education with their bhdget and in the timing of
their presentation. In one large city, the superintendent did not discuss
budget matters specifiﬁally with the board prior to the time he formally
presented his published budget to them. The board promptly held a public
hearing and an executive session on the budget. As a result, the board
made only minor changee in the superintendent's budget. Yet it is difficult
to stereotype the situation even in a given city,;because in the situation
just cited, the superintendent in the succeeding year increased substantially

his communication with the board about budget matters during the budget

"
,
iy
bl
5
i
a3
W
i
Y
5
T
i
e
s
3
(v:»i
Coh
s
i
ok
S
Af
i
N
i
it}
i
: I
N
iy
oy
W
2
5
I
1
b
o
4
-t
[ 3
e

ST LA G LS A S-S

e e L R g e e e e
i e ML i AT A A T e wiiniis g

R s e R TR



preparation stage. As g consequence, during the second year, the board
Prepared a priority list of programs it wished to implement and used
these priorities in evaluating the superintendent 8 formal budget
recommendations.

The range in the amount of information provided by superintendents is
extraordinary. 1In most cities the budget and’ supporting documents form an
imposing pile of materials. In a few cities, though, important budget
recommendations from the superintendent are accompanied by little or no
detailed supporting data. In one city the superintendent 8 preliminary budget
estimate for the board in a recent year was only two pages long, in another,
the board for many years did not receive a detailed expenditures breakdown
at any time during the budget process. Of course, these variations are
partially a function of what a particular board wants and what it will
accept, but on the whole the superintendent himself shapes the format of his
budget Presentation to the board of education. '

of the 14 cities, the greatest flow of information from the administra-

tive staff to the board was observed ir Los Angeles. There the board

" receives with the superintendent's budget a packet of 30 or 40 memoranda,

showing revenue and expenditure trends over a period of years, with projec-

'.,tions of these trends into future years.‘ Detailed trends are shown for

before adopting the budget.

such areas as textbooks, teachers' salaries, revenues, and ADA. The

_ Los Angeles Board, and particularly its Budget and Finance Committee,

analyze these materials thoroughly in a solid week of all- day public neetings

T

In most big cities, it is fair to say that the superintendent provides

& substantial amount of supporting information when presenting his budget

. I .

'to the board. Budget specialists may argue over whether this information

is presented in the most usable form or not' later we will discuss questions




related to ‘the utility of program budgeting as one alternative for increasing
the usefulness of budget information tpltop decision-makers, But when
current budget documents are compared to those of a half-eentury ago, it

is evident that budgeting today has become far more responsible and

informative.

The Board of Education

A crucial use of'power of a big city hoard of education is exem-
plified in the development of its annual budget,‘specifying the amount of
tax money to be made available, and eetablishihg rules as to how the money
shall be distributed within the system.

To understand the role of big city boards of educetion in budget
determination, it may be useful to review briefly the functions of boards
of education in general, The classie view of the‘local board of education
in the literature of school administration is that of policy-maker. The
power of local boards of education is derived from state legislaturee which

establish them by virtue of the state's plenary power over education. The

legislature specifies the forms, powers, duties, and limitations of local

boards of education.

It is only realistic to view loeel boards of education as ﬁoliticel
bodies, in as muchves they are required by law to make policy for the
local eehool system, and to see that policies made by the legislature are
enferced. Boards thus represent a direct extension of the plenary power
of the state. -Some boards have direct access to renewable resources through
the power to tax, while others have a state-mandated claim on taxes that
are formally levied by the city government. 1In addition, when boards exer-
cise the rule-making authority delegeted to them by the state, their rules

have the force of law within the-school‘system.




In practice, however, 1n¢reasingly detailed rules for schools are

being written in state legislatures, thus in effecf‘abrogating the rule-

making power of local boards in any area affected and returning to- the

legislature the authority once delegated to local boards. 1In additicn,

legislatures 1n many states have created separate bodies of law for

regulating different classes of school systems; thus frequently legislatures

enact laws applying only to "cities over 500,000 in population," which in

most states means one or a few cities.

These separate bodies oleaw for

large districts tend to erode rather than,increqse the powers of their

boards, reducing the alternatives for decision available to them. For -

instance, in 7 of the 14 cities,

the fiscal discretion of local boards of

education is more restricted than in smaller echool districts in the same

states.31

These laws reflect the suspicion with which 1ural-dominated state

legislatures have historically viewed large cities.

They also reflect the

corollary view that big cities are better able to finance education than

other cities and therefore require less fiscal discretion to meet their

needs. Real estate lobbys in big cities have been able to protect ‘their

own interests through state restrictions on local taxing authority, thus

further contributing to the fiscal difficulties of urban schools. As we

noted in Chapter I, it is difficult to reconcile these views with our

appraisals of the conditions and needs in our cities today.32

31Buffalo, Chicago, Milwaukee, New York City, Philadelphia, Pittsburgh,
and St. Louis.

323ee Chapter I.




Some boards and supgrin;endents invthevlé_qities were observed to
have close communication with political leaders in the state ngialature,
but other big city school‘systems.geemedAvirtually isolated-frbm the centers
of political power at the state and sometimes évenat the municipal level.
Carefully_planned and comprehensive attempts by educators to establish
close liaison between school officials and partisan political leaders are
the exception rather Fhan the rule in cities today.

Lobbying is usually assigned to a member of the superintendent's
staff, although in most cities with dual control it traditionally is a
responsibility of the business manager. City school districts vary in the

degree to which they appear to value lobbying;33 some maintain a full-time

staff in the state capital, while others restrict their attempts to influence-

the legislature to occasional trips to the capital to testify at hearings.

Board members in most cities are not active lobbyists and participate only

when critical measures are before the legislature. Superintendents themselves

rarely carry the routine tasks of lobbying, but invariably become involved
as important legislation is being considered.
Similarly, school staffs and board members typically do not enjoy

close or friendly relationships with the local assessor; in some instances,

these relationships are hostile. Few city school administrators and board

members perceive themselves as part of the same political world as assessors
and city councilmen. The general view of educators appears to be that they

wouid rather be isolated than risk municipal control. It is by no means

33Exce11ent analyses cf school-state relationships are found in:
N. A. Masters, R. H. Salisbury, and T. H. Eliot, State Politics and the
Public Schools (New York: Alfred A. Knopf, 1964) and in Stephen K. Bailey
et al., Schoolmen in.Politica,;'Ihg.Economics-anﬂ‘Politics of Public = -

Education’ (Syracuse: Syracuse University Press, 1962).
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"jf certain that the choices are in fact dichotomized In one city, an ?

exception to the general practice, the superinténdent and board members

\.

are cultivating closer informal relationships with city and state political
leaders, so that the schools can be better "represented" in the chambers ;
of city 'and state government; neither the educators nor the poflticians
view these new relationships as leading to municipal control of thisg

fiscally independent échool~district.

If the contention is correct that Iegislatures are 1ncréasing 3
their body of policy for schools, then we should expect to see boards of
é education increasingly engaged in mediatihg the terms under which state
| or national policy is applied in thellocal system, and less‘involved with
| the formulation of policy in the traditional sense.

The control of'big city boards of education by partisan political

e e - e e e ¢ ——— e -

leaders has been observed at times in the past, but this phenomenon is

ji : far less frequently observed today. The traditional separation of schools
and partisan'politics; while not as uniformly upheld in cities as elsewhere,
has been maintained in many cities. Thus, persons elected or appointed to

boards of education in big cities today have rarely occupied other political

é office. Board positions are not typically regarded as a political stepping-

f stone, and ex-board members usually do not run for other political offices.

g In some cities, particularly where bbards are appointive, the role of :
school board member is cne of the last remaining opportunities for
"gentlemen in public office." 1In many of the very large school systems,

periods of relative peace and quiet in the management of the district's

affairs have in the Past been characterized by high incidence of "gentlemen"

? on the board, who frequently prefer to avoid controverasy rather than to

extend it. Therefore, some of the most consequential educational issues
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of our time, because they have been the most violently controversial, haﬁe'
often beeﬁ sidestepped by big city boards of education, rather than being
met "head on," and so have had to be resolved in the less squeamish but
more realistic arenas of partisan politics, Public concern about school
policies, particularly in the area of civil rights, is o serious today
that it may no longer be possible for boards to do anything but face these
concerns squarely. (Indeed, as we shall see, raising a controversial issue
is one way to put pressure on the board.)
The Board and the Budget |

As school districts become larger and more complicated, budget-making
also becomes more complex, requiring extensive study of a wide-range of
information, usually much more information than can ever be examined during

a few meetings of a board of education. Throughout the budget preparation
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procass, expert attention must be brought to bear on the budget, and the

time and expertise required for budget preparation is within the school

bureaucracy. Consequently, a substantial part of the control of the budget
process passes into the hands of the bureaucracy itself, simply because of
the size and complexity of the system's operations.

The power of the school bureaucracy during the budget preparation
stage, substantial though it is, is countered in some large cities by
unions, t&xpayerl' groups, and others who develop their own professional
research staffs to present their point of view at budget hearings. In most
cities, economy-oriented taxpayer associations are active during the school
budget process, thus sustaining the influence held by many private "municipal
research bureaus" for decades. Of course, voluntary associations demanding
additional services will also attempt to influence the board, but in many
cities these aoaociations are not as influential as taxpayer associations

or teachers' organizations.




The influence of economy-oriented taxpayers is substantial in some

~ cases. For example, in one city the Chamber of Commerce represents the
1nterest;'of the ﬁuoineoo commaity in keeping school budgets "in lipe."
The Chamber leads a publicity campaign each time a tax election is held.
It has supported the propesed school levy in all but two of ths tax elections
during the past several decadecs. However, in return for this support, the
Chamber reserves the right to approve or disapprove the proposed levy before
it is made public. It claims this right because Chamber members pay about |
70 percent of the city's real estate taxes. Reportedly, Chamber of Commerce
staff members confer with individual members of the school board, discussing
the proposed levy. The board members generally face rzeality and hesitate to
exceed the figure that the Chamber will support. 1In the two elections in
which the Chamber of Commerce did not support the proposed school tax levy,
the proposed levy was defeated. The Chamber of Commerce in this city views
itself as a mediator of demands by some businessmen for low taxes and demands
by school officials for increased expenditurelﬂ

Of course, not all members of the school clientele support higher
expenditures and not all economy-oriented groups necessarily favor lower
expenditures. In metropolitan areas, increasing attention is being given
to the importance of education for economic activity. In one city, leaders
of the Junior Chamber of Commerce in 1964 organized a group supporting the
school budget increases proposed by the superintendent. This can be seen
as part of the larger realization on the part of economists, educators,
and national political leaders that education is an investment paying high
and predictable dividends to the economy. In some cities employees and

industrial promotion groups are offering increased support, or less vocal

opposition, to increases in school budgets. Pressures on boards of




education from business groups are thus divided between on the one hand

those who favor reduced taxes, viewing educational expenditur§c as short-

term demands from the public sector that are to be resisted, and on the

other hand those who are willing to accept and even support higher educational

expenditures as investments necessary for the long-term economic health of

the community. But the primary orientation of most business and industry

groups in large cities today is still skeptical toward increases in school

expenditures.

The result of all this is that the principal function of a big city

board in the budget process is to balance the conflicting pressures placed

upon it., We have noted three kinds of pressures which appear to dominate

the budget process. One is generated by the clientele of the school, the

parents seeking improvement and extension of educational services, Their

Pressure tends to increase expenditures. The second kind of pressure is

generated by the personnel of the school seeking to improve the conditions

of work and staff benefits. This Pressure also tends to increase expendi-

tures, but it should be noted once again that increases in staff benefits

do not necessarily increase the services to the clientele of the scheol.

The third variety of pressure, which tends to reduce expenditures or minimize

necessary increases, is generated by those citizens most interested in

minimizing or at least stabilizing their tax load. A distinction should be

made between groups primarily interested in efficiency and not necessarily

opposed to budget increases (e.g., The Citizens Union in New York City), and

groups definitely working to reduce budgets or at least minimize any required

increase=.

Face-to-face communication between these three major refsrence groups

and the board of education becomes more and more difficult as the size of




local systems increases. Associations begin to take over the task of

expreosiﬁg demanids of special interest groups, and in some cities, the
communication between the governing board and one or more of these three
major reference groups'periodically breaks dowm. | |

These three major reference groups have two avenues available to
them for infiuencing the budget determdnation of boards of education. One
is through direct pressure during the budget process 1tse1f, in the form of
public statements, news releaseq, support or lack of it during t@x election
campaigns, appearances at public hearings, and strike threats. Of the
three reference groups, personnel groups alone seem sble to insert their
demands into the budget during its early preparation stage.

School employees and citizens also can influence the budget determina-
ticn of a board by affecting the delection of the board's members. Where the
board is elected b& popular vote, or where the tax levy must be approved by
voters, all associational groups can seek to dccomplioh their purposes by
increasing the votes favorable to their purposes. Where the board is
appointed, these groups may attempt to influence the esppointment itself,

In New York, presidents of prominent voluntary associations and universities
serve on a screening panel which provides a list of potential board members
to the Mayor. The'uayor.is required by law to appoint only from this list
(élthough a bill has recently passed one house of the New York State Legisla-
ture revoking the mandatory provision). In Chicago, where a panel is also
used to present names to the Mayor, the Mayor is not legally required to
restrict his sppointments to the 1ist suybmitted by the screening panel, but
the custom has been continued through several municipal administrations,

A possible alternative strategy for influencing school policy is by

deliberately creating controversy; as noted above, boards of education




generally seem disposed to move toward reducing controversy. Civil rights

groups have employed this straiegy with success in many cities,

although

not in all; in at least two cities, civil rights pressures have not yet had

observable direct influence on the total budget. Other associations may

move through state-wide organizations for legislation to require a local

board to render a particular service or stay within a particular tax limit,

The taxpayers' group can work through political channels to reduce the

exposure of their property to taxation through underaueument.34 The

personnel group

can organize and bargain with boards and legislatures with

the ultimate threat implicit in this bargaining that they will withhold

their services., If greatly aggrieved, citizens

may withdraw from the fieid

by moving to another district,

or they may support schools in .the private

sector,

The typical board of education, in determining its budget, finds

itself hemmed in by a growing body of

state regulations, levy limitations,
state-mandated services, salary schedules,

tenure provisions, and other

staff benefits,

which place a large part of expenditures beyond their

control.

In the vortex of these pressures a board of education may become

immobilized, and this tendency may be more difficult to resist as systems

grow and age. Thus, the typical big city board of education attempts only

relatively minor adjustments

in the school budget during the brief time it

considers it,

For other comments on assessment practices see Chapters I and 1V,




- MUNICIPAL QFFICIALS AND SCHOOL BUDGETS

Municipal officials play no part in the formal school budget process

in 435 of the 14 cities whose budget process we examined. In each of these

4 cities, the school board is elected. In each of the other 10 cities,

city officials are actively involved in some way in the school budget process.

The literature of school finance and school administration traditionally

treats relationships between schools and cities in terms of a dichotomy:

school districts are either fiscally dependent or fiscally independent.

Educational folklore insists. that fiscal dependence holds expenditures down

and places control of school policy in the hands of partisan political

officials instead of professional educators and "disinterested" members of

the board of education. Since fiscal dependence is observed more often in

large cities than in suburbs or smaller towns, the issue is relevant to

discussions of financial problems in urban schools.

As long ago as 1938, Henry and Kerwin noted "that the terms dependent

and independent as applied to éity school systems denote varying degrees of

subordination of school authorities to civil authoritiea."36

The difficulties that they encountcred in 1938 in classifying districts

as independent or dependent have not vanished. The set of variables related

to fiscal independence and dependence is extremely complex, and involves

inter-locking systems of federal, state, local, and school district govern-

ments, with their accretions of constitutional, charter, and contractual

relationships.

The phenomena are further complicated by laws, court decisions,

written and unwritten policy statements, rules, regulations, and administrative

3501eve1¢nd, Houston, Los Angeles, and St. Louis.

6Ne1:on W. Henry and Jerome G.

Kerwin, Schools and City Government
(Chicago: University of Chicago Press, 1938), p. S1.

. &

S RN S T




R e T e

82

decisions at all levels, as well as patterns of custom and informal organi-

zation about much of which no written record exists. As we examine the

arrangements in the 14 cities, we will see how ambiguous the classifications

are.. | R
We noted that city government participates in budget determination in E

10 of the 14 citfes. In New York City, Buffalo, and Baltimore, mayors and

city councils have the final authority for determining the total amount of
money the schools will receive. In each of these three cities, the mayor

is the dominant decision-maker; the city councils do not exercise great

influence over school expenditures. The mayor makes the critical decision
about how much money the schools will receive, and his decision, frequently
shaped by a powerful budget director on the mayor's staff, is rarely changed \féf
by the city council, except when very small amounts of money are involved. ‘
Chicago is an excellent example of a city difficult to classify simply

%;‘ as independent or dependent. The school board's final budget is forwarded ”_g
to the city council, but the city council may not change it; it must set a
property tax rate sufficient to yield the needed school revenues. However, e
this tax rate must not exceed the maximum rate established by the state :é
legislature. The Chicago schools have levied within a very few mills of ~ | ;g
;yyg_ the maximum permissible property tax rate fﬁr a‘éumber of years. 1In fact,
3 therefore, the state legislature determined the property tax levies for

schools in Chicago.

1

Like Chicago, Milwaukee has a city council that must approve the

school board's budget, but may not reduce it in any way. The Common Council

must levy a tax sufficient to fund the budget requested by the school bosard.

Milvaukee differs from Chicago, .however, ia two ways: first, the legislature

has authorized a scheduled escalation in the maximum property tax levy for




hlchool purpooel in the city of Mulwaukee, and second, Milwaukee's school
board is plected, not appointed |
?hiladelphia and Pittlburgh are two other examples of schooi districts
vhose property tax leviel have been subject to.maximums imposed by the state

'Alegillature.37

‘In thele calel, the schoolvdistrict‘was for many years levy-
ing the maximum tax pernitted’by the staté legislature. Recently, the
legislature authorized-the city councils in Pittsburgh and Philadelphia to
increase the property tax levy for schools, but for many years, the city
school districts were fiscally "dependent" on the state legislature.

Detroit is another example of a school district whose dependence on
the city government is atypical. - Detroit obtains local property tax
‘revenues from two types of levies. The first is from a levy determined by
the Wayne County Tax Allocation Board, which annually divides a constitu-
tional limitation of 15 mills between the Detroit City School District,
the county library system, and the general county government. For years,
the Detroit schools' share of this levy has .been 8.32 mills, but the Tax
Allocation Board has the pPower to raise or lower the schools' share at any
time. The second portion of the schools' :1local property tax revenues is
obtained from levies (over and above the county 15 mill levy) approved by
the voters at a tax referendum, |

Bostor alone among the 14 cities has an elected School Committee but
a dependent fiscal structure. The School Committee submits the school budget

to the Mayor of Boston, whose decision regarding the maximum allocation for

@ducation is virtually final.

37The Pennsylvania state legislature has recently given the city

councils of Philadelphia and and 2ittsburgh the authority to increase the school
property tax levy.
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