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.FINANCING PRIVATE SCHOOLS

To lock at t@é finandial status of private schools ié not an easy
task. The tem "private scﬁbols" is quite broad. It includes the large
Catholic schcol system;'along with‘o:her parochi%l schcols; it slso includes
a wide range of indepehdent schools such as militazry schools, cceducational
boarding \schools and boys' and girls' day schoois, te rame just a few.

Wighin the framework c¢f this presentation, I wiil attempt to examine
several-diffeE&nt aspects of the overall topic. First, an attempt will be

;made to spell out in broad general terms the scope of the problem. Second,
I will examine the role of the federal government in éidingAprivate and
parochigl schools. I will also identify some of the more recent developments
that have talen place at the state level. Third, I will focus some of my
remarks on the specific problems being faced by the large Catholic school
system and then examine some of the unique financial problems that are being
' experienced by headmasteré and board of trustees at the private independent

schoocis.

SCOPE OF TUE PROBLEM

At the present time there are about six million students enrolled’

in noupublic elementary and secondary schools. This constitutes about 12 to
. Y

\
*

13 pe;;ent of the schoof populétion. Of these about 85 percent are attending \
schools affiliated with the Catholic Church. The other 15 percent.are divided
ameng a nuwber of religiously affiliated and nonsectarian schools which are
quite diverse in nature. With very few excepticns the vast majoiity cf tﬁese
schools are experiencing financisl prcblems. The privaté schools are faced

J\
with the overall inflationary txend which all other schiools, agencies and
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individuals confront. They find their patrons less willing and able to support
the ever increasing cost of‘operating thelschools. (16:2) Before becoming

toc involved in the specific firancial problems faciég our private schools,

let us turn our attention to fhe federal ,and state levels to see what role

our government is playing with respect to these institutions and what role

’ 2
{t might play in the future.

ROLE OF THE FEDZRAL GOVERNMENT

i

<

Since the federal government has not been deliegated any general
authority over education, the operation of the schools is a matter reserved
LIS

to tha states. Neverthelggg, the federal government has sources of power
to deal with education matters that are in the national interest. éome'
special areas of federal concern, for example, are (1) the operation of
miliéary academies for defense training, (2) the support of ROTC programs
in state universitites, and (3) the supporﬁ of;univergity fesearch considered

. - ~
to be vital to the national interest, The really critical question, then, is-
not whether Congress may spend money: on education, for this comes under the
heading of "general welfare"; rathef,uthe question 1is whéther, because of
any specific limitation in the Constitution, it is prohibited from aiding
certain types of educational institutions and from aiding the children or
young people atteﬁding'these institutions. More specifically, the question
is whether the First Amendment principle of separation of church - and state
pfchibits Congress from giviné aid to pr%vate and parochial schools or go
students attending these institdtions. (12:332)

This is not an easy question to answer. Cne can find persuasive

arguments cn both sides of the issue, As actual practice is examined, one



L
also finds politicians moving in opposite directioius. For example, the pmm-
gram advocated "during the Kenredy aiministration excluded anﬁ assistance for
parochial as well a5 other nonpuBlic schocls .on the ground that such assis~
- tance would be unconstituticnal as a viéla;ion of thc principle of separation
of church and statc. Gn the other hand, Kennedy's provosals for assistance
to hligher educaticn at the college and 'niversity level wers extended to pri-
vate collegeg, including church collegas, awnd to students attending them.
The major arguments used to substantiate the view that feder:1l aid
S
should be extendéd to include private and parochial schools focus on: (1)
distributive justice, (2) the parents' freqdom of choice, (3) the extent of

the private school enrollment, (4) the need to develop the ration's youthful

talent to its maximum capacity, (5) the preceéent has been establisked, (6)

because of the natuxg\cf 6ur pluralistic society, and (7) the child beu- - &
theory. f

“Recent history offers sufficient téstimony to the federal gqvernment;s
intersst in education as expressed by financial assistance. A whole host of
programs such as the G._I. Bill for financing the edﬁcation of veterans; the
National Housing Act provisions for low interest loans.to colleges to finance -
the constructioﬁ of domitories, cafeterias, and otﬂer income-pr&ducing facili-
ties; and the establishment of the National Science Fouadaticn to provide

- financial assistance for study in science and mathematics. The fed&rai
govarnnent h;s also spent money‘fdr free lunches and has distriﬁuted surplus
milk for students. attending all elementary and secondary schools. Mention
.might also be made-éf historically gstablished tax éxemptions for property
used for religious and educational purposes. (1Z:333) Tt would indeed be

difficult, if not impossible, to dispute the notion that the precedent has
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been set for federal aid for private and parochial schools.

I would agree with the respectable body of opinion which supports

" the conclusion that, consistent with- what the Supreme Court has actually held

and with practices sanctioned by experience; federal assistance should be given
to privafgvand pérochial‘schools if it is limited to the secular functiors
performed by them. The main focus of federal assistance should be the intel-~
lectual and social development of all students in a particular community, not

just those attending public schools. If the private and parochial schools

. were to receive some indirect benefits, that would be of.no great concern;

if, however, the aid were to be directly given to private and religious in-
stitutions, it‘would be uﬁconstitutional at- the,present time.

The limited amount of funding that the federal govermment has put‘
into private and parochial schools has been in the form of categorical aid and
stipulated for very spécific purposes. Many of our private schools héve re~
ceived ao federal aid. For those schools that have received federal assis-
tance, it has only amounted to.a vefy small fraction of their operational
Eudgét. ﬁy guess is that during the 1970's there will be no significént changea
in this respect. Thus, if yodr schodl is experiencihg severe financial.difm
ficulties, you will probably not receive from Uncle Sam the kind of assistance

that is necessary in order to provide a quality program.

STATE FUNDS FOR PRIVATE SCHOOLS

\

A recent survey conducted by the National Catholic Education Associa-
tion (NCEA) reports that in thirty three states proposals exist which suggest
various approaches to funding ndnpﬁblic schools. All of these plans suggest

C :

ways and wmeans of relieving the financial pressure being felt by our private
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schools. Some of these proposals include the following: Loan of textbooks,

credits oh state Income taxes, tuitibn grants,.retmbursemen; for teachers'
salaries, and purchases of services. If these proposals are enacted by state
legiélaturgs across the country, then the nonpublic schools will be in a much.
better position to continue to carry their share of the ﬁation“s_educational
program. (18:36) As of October, 1969, 25 states provided some form of aid
to students attending private schools; 23 states provide free bus transporta-
tion; 8 states provide or loan textbooks in secular subjects. |

Proponents of aid to private and parochial schools have won sub-
stantial victories in the legislatures of Connecticut, Rhode Island; Chio
and'PennsyIVania. I would like to shate wigh you some of the developments
that have takgn place in these states. In Copnecticut, a law passed in 1969
provided direct aid to parochial schools und;r a "purchase of services” formula.
This statute provided six million dollars for the payment of salaries for
teachers of secuiar subjects in parochial and other nonpublic schools. As
might be expeﬁted,~it has been éhallenged on constitutional grounds in the
U. S, District Court. (4:301) - ' x“\,'

The Rhode Island statute provides for state financing of up to 15
percent of the salaries of teachers of grades one to eight:in church related
and other privaté schools. This law also created a nine ﬁember commissign
appointed by the goverﬂor, to study the matter of state aid to nonpublic
schools. The Rhode Island measure is also being tested in the courts.

In July, 1969, the Ohio 1egislature‘péssed a bill that provided 45,7
million in tax funds to aid the state's 400,000 ndnpublic school students.
Thus the Sta;e of Ohio is involved in the direct paymént of money to lay

teachers in ndnpublic schools for their time spent in teaching secular subjects.
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Inll968 the Pennéylvania legislature passed Act 109 which authorized
the superintendent of publi¢ instruction to contract for the purclivse of secu~
lar gervices from nonpublic schools. This piece of iegislation pro&ides that
certain revenues from state harness racing should go imto tiie nonpublic ele-
mentary and secondary education fund. Th@ﬁ?ennsylvania law provides that
secular services be limited to three areas: 1) teachersf salaries; 2) text-
books, and 3) instrﬁctional materials. These services are also limited to-
four curriculuﬁ areas: Mathematics, modern foreign languages, phy;ical
scienées,‘and physical educaticn. ,k13334)

On November 28, 1969, a three-judge federal court ruled, on a two
to one decision, that this type of aid was constitutional., The majority
rejected the argument of the plaintiffs that the effect of the Pennsylvania
statute for such aid was to support religion. fhis decision has been appealed
and the U. S§. Supreme Court.has agreed to hear ﬁﬁe case, It is tentatively
scheduled for Februéry, 1971, Bu;.will probably not be heard until later in
the year. This case is of utmost importance as.far as the possible role the
states will play with respect to financing private and parochial ;chools.
if its.copstitutionality is upheld; Eﬁeh we will prohably see a'large number
of statas using the Pennsyivania iaw aééa model, 1If the Pennsylvania law |
is declared unconsgitutional, then we * "~ht see more emphésis.éi the develop-
ment of the voucher system adveocated by Milton Friedman, Christopher Jencks
and others, A

In November, 1965, Ewald B; Nygquist, Commiscioner cf Education for
the State of New York, released a study thaé'was done at his request entitled

Tinarcial Jupport Noapublic Schools, New York State. This study proposad

o T
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‘six possible ways in which staté funds might be chenneled into private and
'parochiél schoals in a manner consistent with constitutional brohibitions.
These were: l)‘textbook aid to all studenﬁs in nonpublic schoolé; 2) prb—
vision for pupil persbhnelfservices,A;uéh as guidance, psychoiogical and
speech correct;on; 3) proyiéion for aemedial instruction in various subjects;
4) cual enrollment, that is, enniﬁting nonpublic school students to attend
w pudblic schools on a part-tim;ﬁbasis; 5) grants of tuition schoi@rships to’
all’nonpublic.schqol students. This would be in the form of‘state subsidies
paid tc parents to apply against tuition charges of the nonpublic schools;

o

and 6) direct aid to nonpublic schools. The contents .of this study provide !

;
N

“considerable "food for'thought”.for thoge who are intefested in exploring
the role a state might play in financing privaﬁe schools. (5:302)

There are also:several intef&sting articles on the role of the
state in fiéancipg private schools in recent iss%iﬁ’;f Coﬁ act, the publica-

tion of the Education Commission of the States.

THE CATHOLIC SCHOOLS: A CRESIS
. /

One out of eight elementary and secondary school pupils attends a
parochial school and in a dozen or more states, 25 percent of all pupils
attend classes in parochial schools. Although there are no official figures

.available, thejoperation of paroéhialvschools on a yearly basis costs about

[

1.7 billion dollars. (10:9). Over the last several years, numerous Catholic
elcmentafy and secondary schools have been shut down and in other instances
certain classes have been phased out. Between 1967 and 1970, in excess of -

1,000 Catholic elementary and secondary schools have gone out of business.
i :

Enroliment declined'by‘in excess of 500,000 students during that three-year .
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period. The closing down of parpchial schools.on a mpre widascale basis than
we have already had, could create a desperate financial crisis foxr he public

schools., (2:41) Inuﬁgy;zgzk;city, for example, the city’s annual public

" school operating’ budget would increase by $200 million, apart from-the cost

of construction, Looked az‘from this vantage point, the problem of financing

our-parochial schools is indeed formidable.

' There are a variety of factors which have contributed to the present

=

- financial crisis facing the Catholic schools. Several of the factors will be

L3

“briefly explored and then s2§é attempt will be made to ekamine altewnative L
. _ . .

'

approaches for fundirg in the decades ahead,

_ One of the causes for the present state of affairs is thé significant -

0dec1ine'in Catholic school enrollment. An obvious reason for the Catholic

school financial crisis is that as enrollment declines, revenues from d'i rect
¥ /
.,. i ~ . -
payments of/}uition and fees also decline. Anothgr factor which has con-

." ‘/ » I' [ ' . r3 » PR
tributed to. the crisis, is that'operational costs have risen sharply. The
shift in the staffing pattern &f'our Catholic schools with the heavier em-
rnasis on the use of lay teachers has presented the largest single pressure

. % ,

on schoél budgets in Catholic-eﬁucakion. (19:28)’

Religious congregations have simply_n&t be;n able to assume.full
reSponsibility for staffing their schools. A decreagevin the number of
vocatiéns, ﬁew forms of the educgtional apostolate, increaséd experimentation
in'reiigious congregations, and thé departure of‘religioﬁs persénnel from

their apostolate have all been factors which contributed to the need fo&}

more lay tgachers. According to the research office 6f the-National Catholic

< Education Association, for every four lay teachers in Catholic classrooms in

. o
1957, there were 11 during 1968, an increase of 52,000 lay teachers. (15:47) ¢

.

<

e



If Catholic schools are to survive, then they must seriously examine
alternative sources.ofvincomé for the future. Let me exploﬁe with ?ou some
of the suggestions that have been made. Many Catholic educators believe that
thc}possibilities for support of Cathclic schools from individﬁals has not
been eihausted. ﬁérsonal sac;ifice and generosity may be one possibility for

increasing funds. Needless’to say,.this tource of income also has its limita~’

tions. Dr. William H. Conley has argued on a repeated basis in articles and

editorials in the Catholic School Journal that there be a greater sharing
of fundé between rich and poor parishes. Other oﬁtstandﬁ%g Catholic educators,

~such as Msgr. D'Amour and Father Koob have-also advocated centralized dio-
cesan financing as‘é majqf source of support for Catholic schogls. (19:30)
| Another possible source of income could come from the development of

a progressive fom of taxation at the local parish level. That is; each

e

parisb's éhﬁ?@wgggfthe share of each f@pily in the Qé:}sh wQuld be computed
oﬁ the ability to pay. Dr. Conley, ihhén article entitled "New'Difectiohs
for}Financial Sﬁppért,” suggested that thig couié Be dpné on the baéis of a .
percentage of the family's federal income ta;. .(7:37) Another source of
income that has npg'been aéequate?y tapped by Catholic educators is contri-

|
butions from the business and industrial community. Here is one area where
- the effectiveé use of laymen on the board of education could be most helpful.

Two other possible sources of income for our Catholic schecols are state and

federél~assistance.' Both of these areas have already been explored at some.

A
o o . ~
' kY

length,

In view of the many fine cohtributions of our Catholié schools in
the past; let us hope thaé tﬁéy will find‘aaequauc means of support in the
future.v "

[ERJ}:  '. | ' N llj
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FINANCING THE PRIVATE INDEPENDENT SCFEOOL

~ - ’
The financial condition of the private independent schcol is-similar
to that. of all -other schools-~private and public; they are hard pressed for

funds. The vast majority of the private independent school belong to the

¢

National Association of Independent Schools (NAIS). The Association's members

include more than seven hundred schools, enrolling about 244,000 students.
Tbége schools arg;financed by a combination of tuition, gifts, miscellaneéus
charges for special servicéé, and in some casés income fr9m enqowment. )
Tuition is, and has beéq? the principal source of income for the
private independent séhools. For the most part, it constitutes about 80 to
85 percent.bf a school's income. According to datz received from the National
Association of Independent Schools, the typical school charged $850 tuition
in 1960. This repfesented about 86 percent oé the per pupil ;ost;_the oRer
14 percent came f;om: Endowment, &4 percent; gifts, 5.8‘percent; and miscel-
.laneous revenue, 4.2 percent. At the presént time‘tuition fomthe so-called
typical independent school is about $1600, a figure which represents a decline
from 86 percent of total income in 1960‘t6 only 81.4 percent at-the end of
theil960}s. D?Spité the fact that tuition has almost doubled, and that annual
fund raising drives have been more effective, the schools are not in betgg;

financial condition. For example, only about one-third of the schools re-

- ported operating deficits in 196 out more than half of the schools reported

that they were 6perating "in the red" in 1969. (17:1)°

I recently completed zjﬁurvey of the finmancial conditions of a

o

cample of 125 private indepeﬁdént schools listed in the Bunting and Lyon Blue

Book, 1970, engétled Private Independent Schools., Its purpose was to deter~

\

 mine some general trends concerning the financing of private schools., No

¥ | |
B ]

\
K



11

attempt will be made to handle the data in a statistical manner but rather,

I will attempt to share with you the views and attitudes of the headmasters
2
concerming their financial problems.

The jiféfzggo questions asked dealt with the cost; of annual tuition

—

and the percentage of operational funds that comes from tuition and other
; &
sources. These two concerns have already been discussed. The third question

asked: What do you consider to be the most pressirg financial problem your
school faces? In examining the responses to this question, sqme very definite
trends could be identified. The most frequent response given was the fact

that the overa'tyinflationary trend of the nation had brought about a signi-
ficant increase in operating expenses and per pupil expenditure buﬁ ~hat the

sources of income did not grow proportionately. Many of the headmasters

JE—— expressed concemn about the constant need to increase tuition as a weans of
balancing the budget. The second most frequent response was the need to
increase faculty salaries so as to maintain and attract outstanding \teachers.

Needless to say, salary increases can come about in many schools only if

-

there is an increase in tuition. Here is one of the great dilemmas.| Over

half the respondants indicated that theitr schools were faced with serious
financial difficulties. , ' )
The fourth question asked headmasters was what suggestions they would

make as far as solving the financial problems that face the private thools.

Although the answers to this question varied considerably, the most f%equént
|

. | i
response was that there should be federal and state aid to private schools.,
. - : _)'

¢
{

Some headmasters qualified this by suggesting that the individual should

receive the aid, perhaps in the form of a voucher, and not the instit%tion.i,
. . \ . i

‘ |

§ | o
o !
o
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The second most frequent response was that the private schools should be
doing a better job on developing endowment programs. OGther rasponses in-

cluded the following: Improve alumni support and annual fund raising

campaigns, cut overhead expenses and eliminate program elements that are

. . . P : ! 5 N
" not essential, increase tuition and eurollment, and do a better job in

raising funds from business, industry, and foundations.

A fifth question asked was: To what extent do you feel that the
state or federal government should be imvolved in financing privéte schools?
The response to this question indicated that there is little agreement among

Leadmasters concerning the role they would like to see thé state and federal

government play with respect to financing their institutions. About one -

fourth of the responses indicated that there should be state and federal

aid to private schools. A typical response within this category read as

“ follows: '"We can not continue to provide quality education on the small

™

amount of tuition collected. Unless government aid becomés a major part of
iour income, a school like ours, which has been serving an excellent purpose
and pioviding a good educational progrom wiil be forced to close its doors."
About another one-fodrgh of the reéponses indicated that there should be no
federal aid to private schools. One headmaste£'replied by éaying,\”none at
éll; those who do accept it will be sorry." Another one-fourth of the
respondants stated that there should be state and federal aid but that it
should not be given directly to the institution. One headmistress replied

as follows: ''I feel that state and federai gia‘should go to the individuals_
rather than the institucions, Secause"I feel that by accepting eitﬁer state

or federal aid the independent school ceases to be indspendent." The last

onz fourth of the respondants seemed to have "mixed feelings' conceraing

x
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‘this issue. Said one administrator: *"Any hasty answer to this. question

"would be extremely foolish. There's just too much at stake. Suffice it

to say that we will apply for financial assistance 1éga11y available to us
from government sources when andﬂonl& wheu the controls do not detrimentally
alter the job we believe we are doing to educate our students.”

It.is certainly my hope that through\a variety of péssible apéroaches,
such as state and federal assistance, a voucher system, tuition increases,

endowments, annual fund raising drives, or funds from business, industry,

and foundations, that private schools will be able to survive the current

“financial crisis and continue to provide the kind Qf diversity that is essen=

tial in a pluralistic society.
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