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PREFACE

Since 1950, the {oderal govornment has been providing funds under
Public Taws 874 and 813 to school districts in areas aflectod by lederal

activity,  These laws are unigue, in that they ore “deviscd to modorale

reate

special burdens which other aetivities ol the national government
for particular local g_;'vx'\'yrnuu;-mH.MF Miny persons have cypresscd uneor-
tainty a8 to the nature of these burdens and {he elfectivencess of the
Laws in meoting thew. T N, Labovitz in his study of the laws in 1964
coneluded that we ave uninlormed as Lo how these Jaws hove oporated in
the 1,000 school districts thal reeeive PoLo 874 amd 815 pavinents,

In 1967 Consress comsidored, but did not enacl, legislation to au-
thorize a study ol the laws=. In 1964, the 88th Congre.s passwad lopgisla-
tion requiving the Commissioner of Education to undertake a comprehensive

study ol the taws, Prior to this undertaking, Professor Bruce F. Davie

of Georgetlown University preparcd o paper at the roguest of the Commis-

sioner thut provided Tu guide for empirical rescavch conccening . . .

the obligations of the federal government Lo the state and local govern-

e

ments in which Federal activitiogs are located

In Novemboer 1461, stanford Regsearch Institute was sclected to make

the comprehensive study.  In contracting Loy the study, however, the

scope suggesied by Professor Davice was i

rrowed to inelude only the obli-

gations Lo the local cducational agencices (school distriets), the recipi-

4]

enls of pavment under thesce laws,

This study has presented a unique opportunity to evaluate the per-

islation, Relative to most federal

formance of a piece of federal leg

i
legislaution, P.L. 874 and 815 hove well-delined purpases, are simple in
operation, and invelve payments that can be measurved diveetly against the
gtated intent of the legislation. The cemphasis in the study has been to
cxpress the intent of the leoislation in a quantiliable form Lo pormit

such measurement, and to identifly the wivs in which, and reasons for,

departure from the intent ol the laws as they have operated in Tfederally

# 1. M. Lubovitz, did for , Syracusc

Schonls

University Press, 1963, p. L

e
f—
pr
Lo

3. F. bavie, The Impact ol Federal Activitices on State and Locul G‘/;Vi

Toormments, Goorgetown University, Washington. D.C.. August 1961 (Mimco)
p. 1.
iii
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affeeted arcas. This report . in twe volumes, contains Ui results of

The =tudy.

The succeesstul conduet of this study would not have been possible

without the cooperation of many persons outside The Institute stall. Ol

groato=t inportance was the assistance from the Uffice of Fducation, pro-

=

vided by Mro John Fo o Hughes o Exceutive OFficer; Hus=cll A Wood, A

H]E=

tant to the Exceuntive Officer; Me, B0 Alden Lillywhite, Divector. S5AFA;

Mr. Bort Weinor, Assistant Divector, SAFA; and other menbers ol the 5AFA

Cstall, Drl Bugene Moeboone helped us o using the W60 Survey ol School

Fiuance.

Jorrv Minor, Professor of Feonomics, Syracusce University, provided

nr

us with sociocconomie data for our statistical analyses. Dr. H, Thomas

James, Professor of Fducation, stanford University, mace available data
from his study of school districts in ten states; he alko served as a cen-
sultant to (he preject, providing important counscl and advice. Others
serving as consultants to the project team were Dr, J, Allan Thomas,
Assistant Professor of Bconomics, University of Chicago; Dr. Bruce Davic,
Assistnnt Professor of Beonomics, Georpelown University; . Mordeceal

Kurz

, Professor of BEconomics, Hebrow University, Jerusalom; and Dr, Wil-=
liam Madow, Stanford Reseurch Institute, Mr. James Kelly, Mr. Warren

Carson, and Mr, Joseph Cronin, all of the School of Education, Stanford
University, served as consultants and rescarch associates in the conduct

of the ecase studies,

Muny perscis in the individual school districts amd In the state
departments ol cducat ion weee particularly helplful in providing informa-
tion (o the projeet tean, Only some can be mentioned by name:  Mr. Woodrow
J. barden. Superintendent ol Public Instruetion, Brovard County School Disz-
trict, and others of his staff; Mr., Homer 0. Elscroad, supucrintendent of
Schools, Montgomery County, and Mr. Brian M. Bunson, and Mr. J. Gordon
MebDonald of his staff; Me. D, E. Lindberg, Salina Board of kEducation;

Mr. G. W, Reida, Kunsas state Depariment of Publice Instruction; Mr., Alvin

k. Jones, Kansas State Propevty Valuation bepartment; br.o €. Taylor Whits-
ticr, Superintendent of Schoolg, City of Philadelphita, and Jumez K. Helms
of hisg =tafl; Mr. Husscll Hoddy, Department of Publie Instruaction, State
uf Pennsylvania; Mr, Paul E. Crabb, superintondent ol Si:luml?i Vallejo
Unificd School District, California; and Mr, Evercit I, Rolll, and

Mr. Franeig L. Morvis, of his stalfl,

For the Institute, Dr. Hobert G. Spiegelman servod as project leader
and principal author of Volume I; Thomas R, Ceckerline was assistant proj-
cct leader, and responsible for data processing; and William J. Platt was
projeet manager. Qtherv gontributing authotrs to Volume I were: Dr. Henri

Beenhakker (P.L., #815); .. Keith buke (Eligibility Requircments); and
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Ernest J,
Virlume IT
br, Keith

Voery able

Harvey (Trends in California). Authors of the casce studics in
werer e William Broswiek, David Curry, Dr, Robeitl Doavenport,
Duke, and Johm Gregory (sce Volume IT for specific refoerences).

assistance in data processing and computeor programming woroe

provided by Mr. Martin Gorfinkel and Mrs. Georgia Suthevland.,  Appen-

dix G in Volume T is an independent contribution to the study. writien

by Dy, John T, Dailey, Director of Rescarch, School of Bducation, George

Washington University.

R



ABSTRACT

PoLo 874 and 815 have operated (o help relieve the burdens iniposed

upon public school districts.  These burdens rolleet the fax-cgempt nature

a1l angd perminent

of foderal propertye. In gencreal, these byrdons ape

manifestiations of federal vmpaet

A rationole exists ror payments 1o bhe bazcd on (e pupil Toend
share of current expenses not met by novmally available local and slatle
Funds.  Howover, the laws have not operated in such o wiay as o just meet
this burden in most entitied distvicrs,  In 51 district= examined in this
regard, iU was Tound that the payments under UL 874 oxceeded or foll
short of meeting the burden by wore than 107 in 80% of the districts,  The

srymonts missed the mark by 207 in 40% of the districts,
P A

The use of minimum rates has permitted districts that have low ox) -

ditures on cducation andsor who receive o large share of revenues rom §he

slate government to receive lavge bonuses under Pl 8710 Mainly lov ihis
reason, total entitlements under PoL, 874 appear o exceed somewhal those
necded to just mect the burden.  Local oplion, pormitting a district to

be paid at o rate per pupil equal to that of a sclected set of comparable
districts, does not appear (o have resulted in o close relationship bhetlween
the burden and the entitlements,  Thus, some changes and stondardization

in the method of determining the local coute.bution rates for payment under

P.L. 874 is reguired to achicve closer mateh ol entitlement and burden,

The ratio of payment for scotion 3(b) pupils (those whose parenl works
on lederal property) to the pavment lor sceiion 3(a) pupils (those who live
and whose parent works on federal property) is currently 50%.  Although an
average ratio of 50% is reasonable, it does not it (he wide diversity

found in the ratio among districts.  Considervable improvement in determin-

ing the value of this ratio in individunl districis coan be achicved,

Local fiscal ability and effort were found definitely to be adversely
affected by flederal connection. In may states, (he state government has
programs to help equalize tax payving ability., In these stotes, it is jus-

tified for the sinte government to take .1, 874 entitlements into account

in determining the amount of state aid to give any district, and io olfsat

Lthereby, part of the fedornl entitlements recelved by districis,

EMC . Coviid
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Only a small number of districts are presently receiving support for
roegquirement Lhat grewth

school construction under P,L, 815. The stringoent
a small portion of

)

in federally connected ADA cxceed 5% resulls in only
eligible districts qualifying for more than = single vear,

ol having a

per pupil of

dilffercnces in costs

all school buildings in o state fails to capture the

"

between areas within a state and botween types of construction (e.g., olo=

mentary vs high school buileding



SYMBOLES USED IN THE STUDY OF P, 1, 874

¥ = total net entitlement, PL, 874

I'a < net entitlement for intvadistrict equalization
Ty - loecal rvevenues (including intermediate source)
5 = slate pavments to district

average daily attendance = ADA

c -ooeurrent expenses ol cducation
E - foundation program for state aid in dollars per ADA

WV . .
(B represents variable unitl program)

- B basic aid in dollars, cqual to a Uixed number of dellarvs per
ADA Limes ADA

tax rate stipulated by the state far participating in state

i cqualization aicl
Lo s g ad et
o odistrict tas rate
Ly
k = proporvtioning factor used to allocate state aid funds
1'% = Lotal taxable assessed . value
v = average asscssed value per lamily
R = ratio of rusidential Lo residential plus commercial propeviy

values

f = federally connected

-

3(n) - pupils uncder Section 3{a) of P.L. 8741
3(b) = pupils under Section 3(h) of P.L. 874

nfederal

]
1

=)
i

d,i = district

residential

-
|

ist is duplicated at the end of this volume on a page lhat may

i
ded out and used for easy reference,
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Chapter 1

INTRODUCTION

The Burden of Federal Activity and the Provisions of P,L. 871 and 815

The federas wovornment is the nation's largest property owner and
cmplover, vot the ofteets of the presence of a federal installation upon

i community differ o om those of other installations. The report of the

Commitlee on Education and Labor to thoe House of Reproesentatives accom-

panving H.R, 7910, which became P.L. 871 in 1850, statles "the Uniled
Statles has become an industrialist, a landlord, or a busincessman in many
communitics of the mation without accepting the responsibility of the
novmal eitizen in a community, heeouse property under Federal ownership
or control is pencrally not subjeet to local taxation.”™ P.L., 871 and
215 were designed to correet this condition with regard to the [inancial
burdens imposcd upon local school. (iiﬁti‘icls.+ The kinds of burdens that
supposcdly have been imposed because ¢ the nontaxpaying nature ol fed-

vral property were stated.in Scetion 1 of P,L. 871 as follows:

1. The revenues availlable to such agencvices (from local sources have
boen roduced as the result of the acguisition of real property

Iy the United States; or

2. Such agencies provide cducation for children residing on federal

property; or

3. Such apgencies provide education for children whose parents are

cmployved on federal property; or

4. There has been a sudden and substantial increasce in school at-

tendance = the rosult of lederal activities,

# Report to the louse of Reprusentatives, Report No, 2287, p., 1.
+  There arc other loecal government agencies similarly burdened as pointed
oul by Prof, Davice, bul thuse are neither included in P.I,, 871 or 815

nor discussced in this report.  Sce B, F. Davice., The Impact of Federal

Avtivitics on Stale and Local Governmenls, Guo cown Universily,

Washington, 'D,C., Aupgust 1961 (mimeo).
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Essentially P.L. 874 was designed to provide [inancial assistance
cal cducational agencies lor current expenses of cducation, PB,I,. 815

was to provide assistance to construct school facilities in districts
where increasing enrollment attributable to (e
ed for such new facilities. P,L, 815 entitlement was related, there-

deral activitics created

fore, only to increased enrollment of fedgrally connected childrgni and
would terminate when such inereases ceased, cven though the l[ederal ae-
tivity continued at some consiant level. P.L. 874 funds, en the other
hand, tend to be more permanent, providing continual support as long as

the federal activity remains in the area.

Today, P.I.. 874 provides an average ol 5% ol current oxpen

about 10% of the school districts in the United Sltales, these d1
contain about 30% of the publie school enrollment 11 the nation,
di
the second yecar of operation, to $283 million in the [izcal year ending
June 1964,

spersed under this law have increased from $45 million in 1951- 52,

w

There are four sections of the law under which fnoney is dispersed,

sections 2, 3, 4, and 6. About 5% of the money is dispersed under Sce-

tion 6, which provides money to school districts providing educational
services on federal property. Ne questions have been raised regarding

these dispersements, and no more will be said in this report about thisg

=

gscction of the law. Section 2 provides [or a payment to a school dis-

[

trict that has sulfered a reduction in real property values, becausce of

the acquisition of property by the federal government and the removal

thereby of this property from the tax roles Scction 4 provides [or pay-

ments that are supplemental to those provided in Seclion 3, speeilieally
lo ease the burdens of rapicd growth. Increases in lede rally conngcted
enrollment of 5% are needed to qualily for payment under this section,
Together, only 1% ol the payrents are made under Scctions 2 and 41,
Approximatlely 94% ol the money dispersed under P, 874 is provided
under Section 3 of the law. Under thisg section, Tunds are provided to
local educational agencies (school districts) to pay for the education
ol public school pupils who resgide, or whose parents work, on tax-exempt
federal property. Federal properiy as defined in P.L. 874 ig "veal prop-
erly owned or leased by the United States . . . not sibject to taxation
by any state or any political subdivision of a state." 1The delinition
ineludes real property owned by the United Stutes and leased therelrom,
excopt that any taxes collectled on improvements ownod by the lessce are
d-'neted from the pross entitlement under this section. Excluded from
entitlement under this scction are pupils whouse parent works on [ederal
properity that .is essentianlly connccled with o loeal service (e.g ., post
offices, courts). ‘
Q
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The wav in which this soction operates and the rationale gs=tablizh-
in detail in the report,

The proavisions of P, 871 and 815, the background lor their cngel=

mentl, and the histors ol amendments since [ passape in 1930 are coi-
. . S . N T . , .
tatted in detail in a study by Labovitz. The material centained in this

excecellont deseriptive study will not bhe repeated in whis roport.

The Need Tor This study ol the Laws

P.L. 871 is rather unusual federal legislation, in that it does not

reprosent purchanse of services [or public purposes, orv aild (o loacal or

stale povernments 1o carry oul legislative purposes.  Rather, it repre-

sonls an atiempt on the part of the lederal government to gecept “the

responsibility of the normal citizen in a rﬁmmunily!”* In Iact, ol

course, the lederal government is anyvihing but g normal citizen in Uhe
ios

communily, and any legislation designed to achicve Lhis end is unlikely

to be tully successtul, It is jwpossible to deline lully the ohligations
artsing trom the prescenee of a fedeval installation in terms only ol Lot

activity aind its dircet relations with the community,  The federal govern-=
ment directly provides over 10% of the nation's incone, and then redistei-

butes that income by the application of the [federal income tax.

PoLo 874 and 8L recognize thal local school dislricis generally
operate by use ol a =single source ol Iocal reveilie, the piroperly lax,
which 15 only partly responsive to the income elfects generated by led-
cral activity, If the lederal government sends pupils to the Local pub=

Fiv school, and these pupils bring no property tax base, or lesser anounls

ol properly tax hase, then this school district is burdencd in relation to
a school district thalt receives only pupils that have an adequate propevty
tax basc. The implication of these laws is that, irvespective of the in=
cone elblects on a community of the operations ol the lederal governmoent,
P is unlfair to impose a special burden on local school districls.  But
the law Is ambiguous in scef ting forth the nature ol the burden and the

manner inowhich the tunds are to be disbursed lo veliceve the burden,

4 TOM habevitz, Ald lor Foderally Allected Public schools, Syviracuse

Univorsily Pross, 19063,

P House of Hepresentatives, loe., vit,



The inteat of the law, as stated by the Committee introducing it,
is to "provide financial assistance for local educational agencies in
areas aflected by federal activities."® However, the implication of
this statement is that aid should be based on local "need.” In fact,
payment is based, not on need, but on the local level of expenditures
(as measured by expenditures in comparable distriects--see Chapter 4 for
full discussion). The rationale for the law is that the federal govern-
ment fails to meet the 'responsibility of the normal citizen," because
of the tax-exempt status of its property. Thus, it is not aid which is

provided, but paymenis in lieu of taxes at rates poverned not by the value

ol the lederal property, but by the amounts collected and spent in the
district from other local sources: property taxes, other taxes, and non-

tax revenues.

The confusion existing in the law with regard to the obligation of
the federal government is reflected in the unwillingness of Congress to
miake all of the law permanenl; and in the continual stream ol amendments
pui torth to change the law. There is considerable confusion in the law
as to the criteria for establishing the level of payment, to the determi=-
nation ol who should be eligible, and to the extent to which the payment

gshouled be for a transition period, or con! inuous, T

It is the intent of this research to unravel the confusions, to
show how the law has operated, and to peint toward possible legislalive

approaches Lo improve the consistency ol the law.

The Scope and Level ol Effort of This Study

Stanford Research Institute has been authorized to conduct research
designed to provide a basgis upon which the U,8. Office of Education can
determine the elflicacy of the present laws and the need if any for sug-
gesting to Congress legislalion to improve the operation ol the law, 1In
view of the short amount ol time availébla for this study (six months),
clforts were concentrated on Lhose aspects of the two laws which are most
controversial "and most important, Importance has been measured in the
terms ol the dollar volumes involved. Thus Section 4 of P.L. 874 has
been treated only briefly, despite possible improvements, beeause its

Ibid.
T Sec President Kennedy's statement cited in Labovitz, op. c¢it., pp. 87,
B8 . ) i
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total dollar volume of $1.5 million is not suustantial; P.L. #15 has
received only one=tenth the attention ol P.L. 874 because its operation
has aroused much less controversy, and appears to be in much less need
of revision. Most ol the attention in this report therefore focuses on
Soction 3 of P.L. 874, since it represcinis most of the funds (94%) dis-

persed under this law, and is the [ocus for most of the controversy.

The rescarch offort also concenlrates on the basic provisions of Lhe
law, rather than on procedural matters. There have been geveral proposals
to improve the administration of the law; e.g., changing [rom once= Lo Lwo=
vear eligibility. Many ol the proposals are sound; butl they have not been
analyzed in this study, since a different level of effort would have been

required Lo analyze the way in which the law is administered, as against

the basic provisions ol the law. The following analyses have been con-

ducted in the study of P L. 874 and 815:

1. For the year 1959-60, a nationwide sample of approximately 5,000

districts, including 1,000 entitled districts, has been analyzed

to determine how eontitled districts dilfer Prom nonent {Lied dis-

triclis in terms of 21 school inance and sociocconomic charac-

teristics. This analysis was conducted for the nation and for

cach of cight Office of Education repgions,

2. The sample was also used to determine how entitlod districts
dil'fer among Lhemselves in Lerms ol Lhe payvment options used
(in those 31 states permitting comparable district option) and
how those districis with a high proportion ol entitlement hased
on properties oulside the districl differ [(rom districts with a

low proportion,

3. The sample was also uscd Lo conducl mulliple regression analyses
in 16 states lor which data were adegquate, Lo determine the
cffert of the degree of entitlement on local expenses for cdu-
calion,

4. A nationwide sumple ol 549 large countywide and city school dis-

Lirfvts was used to evaluate the degree Lo which the enlilloments

N . . : Coiy 0o . . - ) .
under P.L. 874 met the burden  imposed by federal connection,
The resulis were then analyzed to determine what factors are

associated with over and under payment,

O
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Approximately 80 school distviets in Calilornia with rglaLiVEly

Ul'

high entitlement (above 5% for high schoeols and unilicd distri
and 10% Tor clementary districts) were analyzod [or the p&rind
1956=64 Lo determine the relationship between trends in vntitle-
ment and trends in major school [inance variableg—-ciorrenl ox-
penses ol educalion, loeal revenucs, asscessed value, tax rates,
and state aid.

A nationwide sample of 800 high schools contained in (e Projoct
Talent Study at Pittsburgh, wore analyzed Lo delermine if en-
titlement was assocliated with cducational achicvement or cduca-
tional standards ol perlormance

A sample ol 150 district- eligible lor P.L. 815 tunds woere ana-
o lig

lyzed to determine the usce and distribution characleristies ol

P.1.. B1d money.
Five individual disiricls were ana lyzed in deplh as case studies.,

Certain characteristics of entitlement have been statistically
described lor the entire population of 4,000 entitled districts,

mostly for the year 1959-40,

The extensive use ol the year 1959-60 [or analysis was ncecossi-
tated by the availability ot survey .and census data [or that your
only. Use of that year creates no analytic problems, howover,
because ol the stability vver time of area characteristics , and

distribution ol entitlements.

The report is in two volumes: Volume 1 contains the general analysis

and conclusions; Volume II, the resulls ol five district case studies;

Montgomery County, Maryland; Salina, Kansuas; Philadclphia, Pennsvlvania;

Brevard County, Florida: and Viallejo, Calilornia.

O
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Uhaptoy I

SUMMARY ARD CONCTASTONS

o \H[' 71‘1‘&! L}Lﬁllv

ttron ol

Lo 874 and 815 are the laws under which the federal government

s oan obligation to velieve cost burdens wmposcd on school dis-

tricis by federal netivity Promoroly o these burdens rvelole to the need
for school distrivts to provide cducation to vhildren who rveside with par-
ciits who live or work on tax-exempl federal propevty The burdon mayv be
spevificnlly defined as "the costs of edueation incurred for [ederally con-
nected pupils not met by normally aveilable locnl and state rovenues ' By

normally available revenues is meant those that would be available for the

typieal nonfedevally conneoted pupil in the community, or of communities

of similor socioeconomic structure
The nature of the obligotien has been vonfused by the emphnsig placed
on tax exemption of federnl properiy as the cause of the burden. DP.L. 874
is olten regovded ns providing paymentl in lieu of taxes, yet it c¢learly
does notl, since the payments arc made at rilus detocrmined by the costs of

education in the communities and not by the worth of the federal properties

In addition, entitlements go to the school districts educating the leder-

ally connected pupils and not arily to the districts conlaining the

federal properties

Our vonclusion 1s that oiigibility under these laws must Yot upon
the burden principle and not upon the in-lieu-of-tax principle In the
Tirst place, 1t 18 administratively nlmost 1mpessible lo implement a con-

sislenl in-lieu-ol-tax program, hecause of the unmonageable task of deter-

mining the true morket values of most federal properiies (e g, whal is

the value of an air base 1n Kansas?) Second, large inesquitics would arisc
in the distribution ol funds, ns a few lortunate disiricts thatl encompass
key properties would rcceive huge paymentis, while neighboring districts
educating many of the federally connected pupils would receive none; (e.g. ,

104 school disgiricis eduvate pupils and receive P.L 874 entitlement based

upon the Tinker Air Force Base, located in one district, Midwest City,

Oklahomn)- Thirvd, the case studies indicate that total payments in licu
of taxes would not necessarily be lower than theoy are under the burden

principle
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Another question that ariges with regard 1o the federal abligation

15 whether the burden imposed is of a permanent or trangitory noture, A

trangitory burden would exist if the locil iax base recovers o pre-
impact levels after receiving the initial shock of the arrival of the
federal activity, Three kinds of test initiated in this study indicate
that the burden is a permanent one, and that the "impact” is lasting.
First, calculations in a specinl study of 54 districts indivate that in
a1l casges nssessed value per pupil is lowver for federal pupils than for
nonfederal pupils in the some district, Second, multiple regregsion anal-
veis in 16 states indicates that larger proportions ol [ederal ADA are
assoviated with lower levels ol local spending on education, after ,nking
inte aceount differences in sociocconomic structure of Lthe @mmunliy

Third, in heavily impacted districts in Californin nssessed values per

pupil generally failed to improve in the vears [ollowing federal impact,
unless some other nonconnected evenl oceurred in the community (e.g,, a
reassessment, new industrial plant, ete.). Fourth, our theoretical anal-
vsis suggests that there is no a brieri’reason to expect that the cconomic

impact of federal netivity will improve the financial ability of the schoal
district (o provide education on a per pupil basis; Lhis stems [rom the
fact that the cconomic prowth accompnnying lederal impact may be modest,
and is at any rote nccompanied by both increasing property values and in-
‘reasing school population; there is no reason to expect that the [ormer

will increase more rapidly than the latter,
It may be noted that once the burden principle is ageepled, there is
no reason to exclude Section 3(b) pupils from eligibility; these arc pupils

who live with parcents who ecither live or work on foderal properiy, but not

=

it
both., They are almost entire the latter, i,e., pupils whose parents wor
ch

1001

esls upon the [Cact that

—
“

ly

on federal property. Their eligibility g
districts are generally unable to maintain, with rensonable effort, levels
ol expenditure derived only froi. residential property taxes. The burden
is ureated by the absence of taxes on pluces of work., The burden in each
district depends upon the baloance of residential and business properiy in
the district, and may be negligible for a predominantly bedroom community.
Nevertheless, there is no justificoation in principle for excluding the

3(b) pupil from payment.

¥ Multiple regression analysis is cross-sectional at a point in time, and
does not directly prove that the effects on local spending are perma-
y un 1;kg1y that the impact would have

nent. Nevertheless, it is

Wm

n1
been statistically 51gﬁ1f,,,nt 1f it were only transitory, because at
al

any one point in time new federal activities are a very small portion

of the total of federal activitly, and could not significantly alter

locval spending patterns in the nation,

e



Thus, we conclude that P L. 8741 1s o defensible, though somewhal
unusual, piece of federal legislntion; that 1t is properly conceived 1n
terms of relieving burdens imposed upon school districts that educnte fled=
cral pupils: and that permanent payments to impacted arcas under PoL. 874

can be justified. The burden as defined bv P L. 874 relates entirely to

the needs of each district as expressed by its own level ol ellort Thus ,
ihe burden tends (o be orenter in rich than in poor dizstricts Thig von-

cept of burden does not take into aceount educatlional “needs,” which may
be measuved in terms ol some cdocational standorvds or goals This nsk

stance to Loenl

haos heen delegated to Title 10, P L 89-10

FEducational Agencvies lor ol Ch income Familics.

Jll fvnluullnn ol Lh

Approprial

N3, P L 87

The local burden may be said to be mer when the fedeval payment under

P, L, 874 provides revenue per federally connected pupil, which, when com-
bined with locval revenue derived from the federally connected family,
cquals the local revenue available for each nonfederally connected pupil
P.L. 874 mects the local burden in terms of the condilions and aspirations
of ench school district. The mnjor test in this reseavrch wus to determine

if payments are nctually meeting this burden, and i1f not, why not

It does not lollow that mecting the burden in terms of local coudi-
tiong is the only possible gnal of the federal payment under PoLo 874,

It is, however, the expres-ud intent of the law to de so, and thus the

operation ol the low must be tested against this intent

To study the apprepriatencss of the level ol entitlements we analyzed

54 lj1gr countywide or cily school districts in 18 states The analysis
consisted in ealculating the payment rvequived to just meet the burden,

which is then compared with the eniitlement actually received

We f[ound that the average [ederal entitlement conlorms clugcly to

the overall burden  Howoever, the digtribution of ihe comparisons demon-

strates that the law operates well in only a few districts. In 42 of the

54 districts, the actunl entitlementis difler Ifrom Lhe entitlements re-
quired 1o relieve tlhe 1n1arnﬂl Burden by 1U% or more In 13 districts,

pavment required to meet the burden is atl least 50% less than actunl enti-
tlement. On the other hand, in 3 districts the payment needed [or intra-
district equalizntion 1s 50% greater than the actual payment., The key

message is the wide dispersion of results, indicating that the procedures
do not typically operate lo just meet the burden for individunl districts.

ERIC
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The vose studies generally confirm this [linding., Less precise measures
obtained on a statewide basis for 44 stales indicate that entitlements
needed to just meet loval burdens are nbout 25% lower than are actunl

entitlements.

We can conclude that the method of payment results in wide discrep-
ancies among districis, with many districets receiving large windfalls,

and n smaller number receiving paymenis less than nccessary to meet the

local burden.

The Aspects of the Operation of the Law that Influence the Appropriateness

of the Entitlement

busivally simple. Net entitlement is equal to the local contribution rate
(LCR) for determining payment, times the sum of the number of pupils under
Section 3(a), and one-half the number of pupils under Scction 3(b), less

deductible funds; this [ormula may be expressed by the [ollowing equution:

T N .. P i i - 3 o=
F'ros IR (Ngqqy + 172 Ngqpy ) -~ D
where
F - net entitlement under 3Section 3, P.L. B74
N3(q) = number of pupils entitled under Section 3(a); i.e.,
pupils of parents who both live and work on tax-exempt
federal property
NS(b) = number of pupils entitled under Section 3(b); i.e.,
' pupils whose parent either lives or works on federal

property

D = deductions [rom gross entitlement, generally for federal
in-lieu-of-tax payments®

*# The question of deductions is complex in detail and not too significant
in terms either of the amount of money involved .or the principles of
the law. They will not need to be discussed in ihis report,

10
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In essence, the amount ol entitlement for an eligible district is

by establishing an LCK ond counting the number ol pupils enti-

determined
tled under each subsection ol the law Problems ol vowiting pupils are

adminigtrative and will not be discussed further

11 is assumed 1o be the intent of Congress that the amount of entitle-

ment matches the local burden Ffor the entitlement fo mateh the loeal
burden, the lellowing is necessary. (1) the LCR must equal the local

1f lederal familics made thoe

shiare ol current expenses that would

same contribution per pupil to lecal revenues as do nonfederal [amilies;

and (2) the ratio of the payment rate for 3(b) pupils to the payment rate
for 3(a) pupils must reflect the contribution to louval revenues by leder-
ally connecied families living in the community Wo will fivst rveport on

pur {indings with regorvd to the LCR.

The Methods for Determining the ICR

e 101 i8 hased upon local current expenditures of comparable dis-

tricts e the district’s ADA in the second preceding {iscal year. In
part, the ICR may differ [rom that nceded to meet the burden because of
the two-year time log  Costs of education per pupil have been incvreasing
al an average rale of about 5% per annum, introducing a time lag that
should result in LCR being about 10% helow the local costs incurred in a

districi. DBut in fpet, {he average LCR is much above local cosls.

The LCR may also diller {rom thatl needed to mec’ the burden because
the ICR is not comparable to the local share of current expenditures per
pupil in the entitled district thot would exist if federal [omilies werc

like nonfederal [amilics. As curvently amended, P.I. 874 provides that

the LCR may be established in one of three ways. (1) by an entitled dis-
trict selecting o group of comparable districts within its state, and

receiving pﬂvmnni at a rate equal to the average LCR of the group,; (2) by
electing to be paid at n minimum rate cqual to one=hall the state or
naotional current expense ol education; or (3) by being in a state that

on &
eleclis Lo establish groups of generally comparable districts, and receiv-
ing payment ot o rate equal to the average of the group to which the dis-
trict is assigned. In 1959-60, 25% of districis used the [irst method ol
d the second method; and 48% used

receiving payment: 27% of dislricls us

e
the third method, i.e., they were assigned to groups established by the

siate. 8o-cnlled group rates are established in 19 states; 31 states per-

0

it was found in the analysis that all the methods resull 1n average
payment rotes binsed townrd overpayment, with the median distriet in a
random sample of 1,000 entitled districts having an LCR $40 more than its

11
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locnl share of expenses or aboul 20% of the average LCR of $210 paid in
959-60. Somewhat less upward bias would be shown if the local share
could be lully corrected for vontribution of [ederally connected fomilics,
The method of payment that contribules most (o the overpavmeni is the
use ol minimum vates, especially payment at one-hall the national cxpense.
Im states permitting loeal option, the medion district clecting lo receive
payments at one=hall the nntional cxpense had in 1959-60 an LCR %120 above
ity aclual loeal share of current cxpenscs. Almost all the disfricts {ak-
ing this option in n sample comprising 267 such districts, had LCR's that

exceeded the costs by between $20 and 5150 per ADA,

An analysis of the characteristics ol districis that eleet to receive
payment at minimum rates shows that such districts differ rom districts
that elect to recetve paymenti on the basgis ol comparable district TCR's
in four principal ways: (1) they spend less on educatlion- in 1959-60,
such districts spent an average of $90 per ADA less: (2) they raise a much
smaller share of their total expenses [rom local sources--in 1959-60 (heyv
raised only 37% of revenues [rom locnl sources, whereas those us ng com-
parable district raised 69% ol revenues from local sources; (3) they have
lower family incomes--in 1959-60, medinh income in such districts wns only
two-thirds ol the family income in those using comparable districts: and
(4) they tend to concentrute pea sgraphically in the soutlheastern part of

the country.

The minimum tate option has its most arbitrary eflect in the 19
states that have estnhli%hedeuumparﬂblc groupings at the state level, In
10 of these states, one or more ol ithe groups received payment at . the min-
imum rate, because the avernge LER [or the group was below the minimum
rate.  Mony groups are so constlituted that it is veasonable for the dis-
tricts in the group to have lower than average costs--lor example, a group
comprising all el@mentﬂry schools; yet those groups arve able to substitute
minimum rates and receive bonuses t 10t do not refllect lower abilily to pay

lor education,

In conclusion, we find that ihe minimum rate option tends to provide
considerable bonus to districts that, for whatever reason, have low expen-
ditures on education and receive large portions of their money from the
state governmeni. Although there is some income e 1unJ sation in the use
of minimum rates, the minimum vate is a poor toel for cqualization whan
compared with the explicit equalization nrrnngemen15 qmpl@yed in many

states and recently legislated in Title I P.L. 89-10.

=i

The first method of payment, i.e., selecting comparable districts,

is expected to result in an LCR that approximates the actual local share



ol current eoxpenses that would exisl in an affected district without fod-

eral activiiy. Nenetheles our study shows that districts using this
procedure generally have IER'S Lhat differ widely [rom the true district
costs. 06 a sample of 294 districts electing to rececive payvment bosed on

comparable districts, 212 had LCR's that differed by more than 520 [rom
local share ol expensges, and 113 districis had LOR's that difflered by more

than 550,

LK 's Ltend to excead actunl local cvostls becouse districis lry 1o
sclect comparable districis that have higher lecnl cexpenses ol educvation,
Nevertheless, 1n many states, an effort 15 made lo scelect comparable dis-

tricts that hnve an aggregate LCR roughly equal to that of the entitled
district. Sinue, howeve almos{ all other characvteristics ol districls

¥

are ignored in the selection, the result 1s similar to using the entitled

district's LCR dirvectly In other sintes, the selection of comparable
digtricts provides bonuses, nnd 1o bas for the scleclion af comparable
districts 1s appavent. The problem ari because there is no standard

definition ol o comparable district or a standard procedure lor scl
comparable districts. It is our conclusion that it 1s almos!i hopeless to
administer the comparable district option in such a way as Lo assure that

there 15 untformity wn practive and equity to all districts.

Groups of "genernlly comparable” districts have been
states. Bach district is paid according to the averag
stricts in its group. Wide differences

on among states make it impract

the number and types ol group
cnees suggest that use ol only o sgingle group within one stote 1s probably

s.il1ed ([ive stotes use only one group [or all districts). Nor is

5
it likely that use of as many as 13 groups, based on size dilference nlone

o

ig justified, as in Texns. Grouping by grade level and major size cate-

gories is probably justified. Belore establishing delinite criteria [ov
grouping, however, more investlgation is needed as to the groupings that

represent o legitimotle basis [or vost dilferentianls.

hg Pﬂyment Ratio [DI Séctjan Sfb) PUpllE

The payment ratio [for Section 3(b) pupirls, currently set at 50¢

%. has

been severely critic

erely criticized, and generally considered as over generous, lt 18

v
also believed to be the main basis for overpayment, We find that neither

of these premises i1s correci, On the second point, we [ind that relative
overpayment in lerms ol Lhe local burden is associated much more with the
relative genevosity of the LCR than with the 3(b) payment ratio. On the

first point, we [ind that for the nation as a whole, the ratio of

ERI

Aruitoxt provided by Eic:
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residential to commoreial

Average payment ratio for 3(b)2 pupils of .43,

However,
federal

Konsas, indicate that

than this amount in many circumstances, We co

there is evidence that the 50% payment ratio fo

ratlio is to continue 1o be

"

if g singie

payment

As mentioned by Labovitz, the national ave

fve o law thot is

school districts.* The evidence [rom the school
usi

this study leads to the conclu

tremendously from district 1o district,

organization of the district. For example,

room community 70-75% residentinl and appears to Justify o 3(b)

ratio of about .35, whereas San Francisco, o

only 42% residential, Justifying n
a personal property Llax on houschold ef

laxes on business, and therefore deserve higher

property values is about
nstend of
this ussumes that federal (amilies contribute ihe
familics to residentinl property values,
federal families mny contribute
ne lude
r ij)

usoed
rage

districis

ion thut the proper

Montigomery Co

paymeni ratio of .60.
fe

ety have higher

payment

55/45, indicating an

the present | 50,
n

same as do non-
Our findings in Salina,
considerably less
that
pupils is reasonable,

all

thevelore,
for

districts,

ig not very meaningful

intended to meet the conditions existing in individual

examined in

pavment ratio varies

depending upon the character and

wnty is a hed-

payment

large commercinl city is

Sintes without
proportions of

ratios. Using

the ratio of residential to business property in each district will sig-

nificantly improve the 3(h) payment. ratio. Howe

for the relative contribution of the

revenues is neccessary to achieve exact
1he

In Salina, Kansas

""" =t
eral pupil is 40% less than that per nonfederal pupil, bhe
residence is lower and pupils per household greater,

in Montgomery County, the federal
It may be concluded that
payment ratio that fully reflec
families to local school revenues
conduct a standardized
ratio. A

report. Owing to the stabilitly of the

conducted only once eove ery [ew years,

ratio,

vJ); e
residential property.

14

r'ﬂﬁrnlly conne
comparability a1 the dist

contribution iz 4%
the only procedure
1

is to require that each applying

ver, furither adjusiment

cted {amilies to local

et level,

contribution from residentinl property tax per fed-

ciuse volue per

On the other hand,

higher,

for guaranteeing a 3(h)

§ the contribution of federally connected

district

survey that will establish the appropriate local
\ suggested survey technique is provided in Appendix A to this
the survey would need to he

A question is raised with regard to the justification of payment for
pupils whose entitlement is based on properly outside the district of res-
idence. 1In terms of the burden principle, there is no 08 priori basis for
*  Labovitz, op. cit., p. 160,

See Chnptar 4 for discussion of why th payment ratio differs from the
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excluding these pupils from entitlement. The problem of commuting out=
gide the district docs crente burdens for many school distrivts, and com-=
muting to federal property is among them. Districts with n high propor-
1ion ol entitlencent based on out-commuting do not spend more on education
than do districis with the [acilities inside. The heavily "out” districts
vonsistently spend more louvnl and less state [unds; but less total [(unds
in geveral vegions ol ihe couniry. Any overpayment to districis with

heavy out-commuting would be eliminated by using the district's own 3(h)

L
payment ratioe. In this situation a bedroom communily [leor which oul-

-~

i

commuting is typical will have a low payment ratio, whereas a community

for which out-commuting 18 not typival, will have o higher payment ratllo.

In conclusion, we lind that the methods ol delermining the LCR and

the 3() payment ratio currently used lead to wide discrepancies between
the entitlements and the local net burden created by federal acti
We find further, that the methods tend to provide honuses for districis
with low expenditiures per pupil on education and to penalize districts

with high expenditures. Even though there 1s some tendency for relative

bonuses to be associated also with low family incomes, the correlation

between the amount of over- or underpayment and the [amily income level
ig not hierh, indicating that ns a device fos income equalization, the pay-

meinl procedures under P.L. 874 ure unsatislaclovy.
An alternative formulation is developed in this study that would
climinate the distinction between 3(n) and 3(b) pupils and provide a cal-
culation of ithe proper payment to relieve the federnl burden. This pay-
ment fovr ony districi is the amount which, when added to iocal revenues
avallable from federally cvonnectod Tamilies resulis in the same lotlal rev-
for both federally connecied and nonfederally connected

gnues per pupil

pupils (see Chapter 3). To deilermine the payment, it is nece io cal-
culate the tax revenues derived from a2ll federally connectied [amill@s,
including those without any pupils in public schools (now missed in the
present [lormulatioen}), and thoese ol members ol the Armed Foreces living in

srivate residences (now counted ag 3(a) 's). A procedure [or approximating

ami using the [formulation developed in Chapter 3 is pre-
sénteﬂ for an sample of 54 districts in Appendix D and discussed in Chap-

r 4. A more precise procedure involving household surveys is presented

te
for the vase study of Salina, Kansas (see Volume IT),

Federnl Entitlement and Local Effort

=
L

1 methods were emploved in thisz study o inves
ctivities affected the fiscal elfort made by schoo
ling public education. Multiple correlation ﬂﬂdl}%l wi
g g

stotes [or which data were adeguate. This analysis showed thﬁt in
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11 of these states federal aelivity was associated with reduced levels

of local. fiscol offort.  (There was no sintis tically significant rvelation-=
ship between degree ol lederatl impact and local ol fort in thoe remiining

3 states.; According 1o the resulls of this analysis, a district with
federally vonnected ADA would spend, out of lacal revenues, less per pupil
than another district in the state with similar socioeconomic charactors

islics.

An analysis of heavily impacted districts in Califomin for the per-
iod 1957-64 showed that o relative increase in the ratio of lederal to
nontederal pupils in the public schools is associnted with a deeline in
the assessed value per pupil and a parnllel decline in lounl offort, Un-
less the impact is very sharp, however, {hore may be almost no change in
toltal expenditures per pupil, since federal funds under P.1. 874 and sinte
aid take up the slack. Thig is exaclly the purpose [or which 1., 874
wng designed, and in California it appears to meet this purpeose. In gen-

ernl, throughout the statce, expenditurcs on education per pupil tend

toward the state average. Thus, if expenditures are above {hat average,

federal impact may be associnted with a decline; whereas if expenditurces

rg
are below the average, this (lendency may notl occur., Since increasing

entitlement does not generally show up as increnses in expenditures on

education, it i¢ likely that where the federal government is making over-
payments relative to the actual local burden, there will be substitution
for normally spent local funds. In other words, overpaymentl docs not leoad
to higher levels of oxpenditure on education. This finding in Cnlifornia
is consistent with the finding that on a cross-sectionnl hasis, there is

a strong negative correlation between curreni educational expendiiures

per puﬁil and the amount hy which the P L. 874 entiilement exceeds that

needed to meel the local burden,

There is no statistical evidence to support the contention that led-
eral impact vhanges the levels of nspivations in the district. An cvalun-
tion of the program offerings of 800 high schools in Lhe nation by DProles-
501 Dailey {ailed to disclose any connection between degreoe of entitlenent
and offerings.® The e case studics, however, do indicate that where enti-

tlement has been large and has caused n complete change in the community,

ag Tor example in Brevard County, Florida, there may be three effects:
(1) the very fact that there is g 3%

crowth and expansion permils some improves=
7

ments, such s newer schools and o guipment; (2) the larger =i L

¢ ol the
1

student population permits n wider offering of courscs, consistent with
[o

that found in school districts of similas size; and (3) il ihe deral
impact ocecurs in essentially rural, or underdeveloped areas, there may ho

£  Sce Appendix G.

[
b



a change in program content. These elfecetls do nat appoar to be suffi-
cientlly pervasive o show in siatistical analvses | bul they are indicoted
in lhe case studies of Brevard Counly, Flovidoa, and Salina, Kansas. On
the other hand, the elflecls may be negative, as in Vallejo, Calilornia,

where the rapid turnover and industrial character of federally vonnected

employment have provided a poor educational onvironment.

The fo titing of P.L. 874 Tundsg in State Aid

A major controversy arises wilh regard lo state governmenis roducin

their state aid to districts receiving P.L. 874 funds., PFificen stuates,

including Hawaii, which has enly one district, offsct part of the lederal
funds in ealceulating gtate aid The ollsets oveur only where cqualization

involved, and where such nid is determined on the basis of relative

Fa)

sged value per pupil. Under these condilions, o districl whes

ad value per pupil has been reduced by an incrzuase in federally con-

nected pupils, will receive more stote aid per pupil than will a district
ol the same:size Lthat has not had assessed volue reduced by lederal impact,
This would be proper il the reduction in assessed values represenis a re-
duced ability of the school districet to provide education. However, if

the federal government 1s mecting the burden through P.L. 874, there is

no reduction in ability, and there is thus no basis for higher state aid

stnte has a

i

paymenis per pupil. Therefore, we conclude that where the
ssed values, it 1is

foundation program, with equalization aid based on asse
justifiable for the stale 1o take P.L. 874 lunds into account in deler-

mining the amount of egualizatien aid to give, TFor 17 disiriets in Cnli-
fornin and Virginia examined in this study, we lound that typically about
30 to 10% of the actunl federai payments vould be justifiably ofllsct
These represenl the double payment to the district, where both the state
and federnl gavernment are compensatling the stwol districet {or the same

lack of tnx hase.

Eligibility Reguirements

The basic requirements [or cligibility under Scetion 3 of P.L., 8§74
are that [ederally connected ADA must be at least 10, or 3% of total A,
1

[

b

requirements were imposed to avoid the high cvost of providing sma,

sums ol money and were bascd . the premise that every school district

should be able to absorb -uall 1 -servs of ledernlly connected Puplla with=-
out hardship, The more =*vinge: at g
iriets, that 6% of toilal AL b Ludalally connecled, wers based on the
assumption that large districts could absorb a greater pervcentage of lead-
o erally vonnected students without hardship. However, ihe absorption con-
ERIC cept which underlies the eligibility requirements in P.L. 874 is applied
i o
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only to nonqualilying districis, School distvicts that meet the eligibil-
ity requirements as specilied in the law uve not required to absorb any
federally comnectad students; they receive funds Lor 1heir entire fedoepr-
ally connected ADA, This situation creales an important discontinuiry
between those districts that receive no fedoral payment, iheieby absorb-
ing federally connected ADA up to 3 o 6% af fotal ADA, an.! qualifying

districts with federally connected ADA's of slightly over 3 or 6% thal

receive pavients [or all eliel pupils. By requirving all dislricis to

absorb a cortain percentage of foderal students before payments are made--

e

as large distrvicts were required to do until FY 1958--theose discor iinud tios

could be eliminated and the program would be more equitable.

-

The eligibility or absorption requivement as currcently statled in torms

il

of numbers of pupils is inequitable, as it does not distinguish bhetlwvewn
3(a) and 3(b) pupils, Since the 3(a) pupil creates the greater burden,
this process means that districts predominantly 3(a) absorb a larges bur-

T

den than districts predominantly 3(b). It would be preferaile to delin-

cale the absorption or eligibility requirement in terms of the burden:
i.e., as a certain percent of local share of expenses, vather than as an
ADA requirement. Alternatively, the 3(b) pupil may be counted as only o

portion of a 3(a) pupil for eligibility as well as for payvment.

This [inding does not imply that the present 3% eligibility requive-
ment is optimal. In fact, if the absorption principle is adopted and il
3(b) pupils are not counted as [ull pupils, then vetaining the 3% require-

meni would substantially reduce the entitlements to a majority of districts.

Another important discontinuity is created by hasing the distinction

boetween layoe

rege and small distpricis (therelfore those that Iall under the 6%
rule and those that do notl) on prewar attendance data. Only hall the
school districls with an ADA of 35,000 or move in FY 1960 Fall under the

6% rule, and some of the "small’ districls are currvently more than twice

ag large as some ol the "large” districts., Application of the same absorp-

lion requirement to all distvicts would also eliminate this discontinuity.

of the national cnroll-

In FY 1960, over 4.9 million pupils (about 1:
ment) attended schools in districtls [alling under the 6% rule. The total
ADA of all lavge districts gualilying lor P.L. 874 entitlement under the
6% rule was 760,000, At lengi-one distirict (Los Angeles) with an ADA of
533,000 could qualify for T.L. 874 cntitlement il the distinction between
large and small districtls were removed, Additionally, an unknown number

ir ADA, because of the

of doing so, might ulso qualify.
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The greater ability of school districts lulling under the 6% rule 1s
diflfieult to determine, primavily becouse there 18 no single measure ol
[inaneial ability that e¢an be cquitably applied Lo all districts. Total
and assessed valuation per ADA, probably (he best measure of {inaneial
ability, is consistently higher in large distriels thon in average dis-

fricis in the .same state Many loarge city districts also have more sources

ol local revenuo upon which to draw than have other districts,  lHoweveru,

rinificant Ly ereater demands are made on local tax sources by other loeal
governmenial agencies 1n most lovge districis, educational costs ave sub-
stantially higher, state and other nonleocal sources of revenue nre signifi-
cantly lower, and practical limiis on local revenues are [requently placed
on large coly districts by siate legislatures Increasingly, large dis-
tricts must also mecet local demands for more costly programs (e.g., voca-

tional education, vompeusatory education, basic English, and citizenship

training) and many ol them have recently experienced enrollment incereascs
while total population has declined
Becausge of the many special civeumsianves in large school districls

]E
4, it 15 impossible to justily a dilicrential of

n.ﬂ‘

dolined under POL. 87

6% vs 3% gqualilication for entitlicement betlween large and small districts.

Byaluation ol Publie Law 815

The principles that establish the obligation of the federal govern-
ment to relicve cost burdens wmposed on school districts by lederal active-
ities operate with P L. 815 as well as with P. L. 871. The burden in

P L. 815 relates to the increased envoallment immediately associated with

changing levels ol federal activity and the imposition of capital costs,
The burden is imposed for a similar reason as in P L. 874, i,e., the lack

of tax base; however, P L. 813 applics only 1o construction costs incurred
for additional federally connected pupils. '

In this study, a compavison was mﬁda between P L 813 pavmentls, undev
Section 5, received by 3 school districts and the [inancial hurden placed
on these distriets as o yvesult of Lheir increase in {ederally connected
closed

ur

enrollment in clemenlary and secondary schools.”™ This comparison di

that in 1wo of the threec districis lhere was a substantial difference be-

tween the [inancial burden and the P.L. 8§15 pavments.

* The districts were Brevard County, Florida; Montgomery County, Maryland;

oo
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In one ol the case studies, that of Salina, Kansas, the [inancial
burden exceeded the P.L. 815 payments mainly because (1) the preperiy tax
paymenis ol [ederally connected families assumec by D.L. 815 exceeded the
estimated amount of such taxes and (2) there were increases in federally

connected ADM during years in which no P, L. 815 pavments were received.

e
«

The [irst cause of dilference rellects the inaccuracy ol the 50%
ment ratio lor 5(a)2 pupils, similar to that causing undervpayment ol
P.L., 874 lunds. Proper evaluation of the contribution 1o local properiy
taxes ol federally connected families would alleviate this diffic ully for
both P.L. 815 and P.1,, 874,

The second cause is unique to P.L, 815, and the problem ol underpay-

ment lor this cause reflects the difficulty of complying with the
eligibility rule for cach two-year period, over a longer period of fod-
eral activity expansion Our lindings show that very flew districts re-
ceive payment under PoL. 815 for {wo or more consceutive vears,  Districtls
like Salina, experiencing growth over a number of years, (ail to qualify
in many of these years, Nevertheless, il is total change in ADM, not

speed of growth, that creates the need for new fneilities. A districl's
&

w—t

total need for new construction is just as great for a 5% increase ove

three yenrs as it is for a 5% increase over two years (although the abil-

ity of the district to absorb the burden is eater in the latter case).

Th o in construciion

m

gr
¢ federal burden should relate to the total increa

'-U,

needs over lime.

The analysis of school districts that did not meet the Sectinn 5 oli
gibility requirements indicated that the perc centage ol districls Lhat
failed to meet the requirements is larger for school districts with a
large average daily membership (ADM) than for school districts with a
small ADM, Thus, il is concluded that it is harder for lavge school dis-
tricts 1o meet the eligibility requirements than [or smaller school dig-

trivts.

There is a wide variation in the actual per pupil cost of building
minimum school [acilities loy diflferent types ol school huildings, The
computation ol SPPC's (state per pupil cvosts) does not distinguish between
the costs of building clementary schools and the costs of buileding high
schools or the costs of constructing new buildings and the costs ol con-
EthﬁLing additions. The variation in actual per pupil constiruction

osts under the above method of computing SPPC's resulls in P.1. 815 pay-
ments for clementary schools that arve too high, and P.L. 815 payments [or
high schools that are too low, A similar observation moy be made for pay-

mentls for additions anel payments For new buildings.
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is and (2) there is no tendengv for the nonlfederai share
to change with subsequent entitlemenis under P L. 815.

During the analysis of P.L. 815 it appearcd that of the school dis-
ricts that received or applied for P.L, 815 paymenis, only a lew were

familiar with the details of the law,

Although in principle one would expect nonabsorbed payments to indi-

cale payment in excess of construction need, the data were insulficient

1o permit any conclusions to be drawn.
Statistical analysis could not be performed for Sections 8, 9, and 14

payments since there were too lew payments under these sections over the
vears 1954-64.

Suggcstian% lul Revigions ol the Laws and P]u;xduxu

In the light of the above conclusions, the lollowing revisions in
P.Li. 874 and 815 are suggested:
1. To ihe oxtent that the federal government recognizes an obligation
to school districts [or burdens imposed by the lederal activity,
and the burden is defined as loeal costs incurred [ federal
pupils unmet by normal state and local vevenues, it follows that

1
Section 3(b) should be made a permanent part of P L, 874,

2 It is sugpested that the minimum rate opliens, permitting payment
at one-hall the state o1 national average currenil oxpenscs ol

cducation, be eliminated These options are particularly inappro-
priate in the group rate structures, They have Qp@ratcﬂ to pro-
vide sizable bonuses io districls with low expenses on education
and high proportions of state aid, and cannot be jUSLifiEﬂ in
terms of the intent of the legislation. The newly enactad
Title IL, P.L.. 89-10, providing financial assistiance lo educate
children of low income families, is a much better vehicvle for
income equalization,
3. 'The present methods lor determining LCR are not meeting the intent
ol the law 1n most districets; cehanges to improve this szituation

are [easible.  Theoreticolly, local oplion for determining LCR

Q@ + SBuggestions for further rescurch are contalned in Appendix B,
WJ;EE
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should come c¢lose (o meeting the intent of the law, but in prac-

tice it has not. 1IL is EuggggtLi that one ol iwo procedures for
calculating LCR be adopted: (a) ubandon local option as imprac-
ticable, and ina wugurate a consistent procedure lor district group-
ing within each state; or, (b) il retention of local option is
ired, abandon only the comparable district comparisons and
the LCR for ecach district on the basis of that dis-
1

share of current expenses for nonfederal pupils,

strict grouping, the group

IT the ICR is to be determined by d
«wategories should take into account difllerences in school distirict

crgmiization beilween states, and should capture thoese differonces

in s=chool district structures that causce dillerent levels of cosls,

At present, no s a5
1o refllect differe !
schools may be one group. It is, however, fcasible Lo have sub-

groupings that refllect levels of local expendilure per ADA; for
ecxample, unified vural schools that spend a large amount per ADA
would not be grouped with similar schoeols spending considerably
less lor purposes ol determining the LCR. More rescarch is re-
quired to devise appropriate groupings that properly reflecet ithe

goals of the law,

I the ICR is to be determined for cach district geparately on

the basis of that district's local share of current expenses [or
nonfederal pupils, then the procedure cvelved in Chapter 3 ol 1his
study should be 5uﬁstituLed for the present payment formula. In
the suggoested procedure, the local share of currcnt oxpensc per
nonfederal pupil is multiplied by the number of lederal pupils,
and the contribution of all federnlly connected families to local
tax revenues is subtiracted [rom the product. In this procedure,
no formal distinction is made between 3(a) and 3(b) pupils.

If o single average payment ratio for 3(b) pupils is retained, a
ratio ol .50 is reasonable. This ratio, however, is inappropriate
lor most districts, A ratio that more closcly reflects the con-

iribution of [ederally connected familics can be obtained by using
the ratio of regidentiial to business property values in each dis-
trict.® This improvement can be based upon data eagily relricv-

able [rom the propertiy records ol vounly assessors,

A procedure far calculating approximately corvect entiilenments i1s dem-
onstrated for a saomple of 54 school distiricts by using ihe districts'

atios of residential 1o business property values to calculate the con-

ribution of federally connected familics, These caleulations are shown

in Appendix D and discussed in Chaptler 4.
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A further step that would more [fully capture the contribution

o

of all federal [amilies requires houschold surveys lo compare

—

the value per residence and the number of public school pupils
£

P
ok

federally connected and nonfederally connected

per houschold of

¥ s of the inherent stability ol 1he ratie, such

families. 5
a survey can be done at intecrvals ol a [ew ycars., The determina-
t tribution of all federal families to local reve-
nues will rvemove most of the objections to entitlement for 3(b)
[

an 1ally for 3(b) pupilse whose parent commutes Lo

pupils and espe
1

work, In this way, all lederally connected revenues arce captured

(revenues now missed are those Fle fede: ally conected [amilies
without publice school pupils and those from private residences

of members of the armed forces).

oy}

[t is suggested that the definition of a federally connected
pupil he changed from hﬂulng a pdl nt working on federal properiy
[

Lo having a parent who is ¢ wage igrncy working on led-

eral properiy. Pavmgzi is one group of pupils

[or which there is no measurable burd@n. Thesa are pupils enti-
tled on the basis of a secondary wage earncr cmployed on federal
properiy, where the:primary wage carner is not enployed on federal
propevty, For this pupil, the district receives local support

from both the residence and the place of work.

7. The differential eligibility reguirement between large and small
iels based on ADA Ffor FY 1939 should be ecliminated, as there

lication that the large districts are better able to bear

oy

I
]
e
h
[
bor]
"

the federal burden than arve small districets. In addition, there
is little equitiy in the present system by which many large dis-

3 07

tricts gqualify under the 3% rule while others are under the 6%

rule,

8. The cligibility requirement should bhe converted inte an ahsorp-
ticn requirement in terms ol local share DL expenses; i.e., fed-
aral eniitlements should only be for the calculated burden in

excess ol some percent of a district's 1 ¢al share of expeonsoes,

A procodure for caleulating the fedeval payment that will just meet

‘the local burden by use of property records and a houschold survey is
demonstrated in ihe case study of Salina, Kansas (sec Volume [I). Pro-
cedures fDr determining the proper entitlement by use of sampling arve

described in Appendix A,



The prescnt procedure is inequitable, in that it requires dis-

e}

tricts with a 2,9% foderal ADA to nb%01b these costis, whercas
ec

$ discontinuity in
R

mit
al burden ThlS r@part does not neces

9. In order to remove the present bias toward undervpayment of
P.L. 815 funds to large districts, and districts with continuous,
bul slow or erratic annual increases in federal entitlement, it
1s suggested that further investigation be made as to ihe Possi=-
bility of including in the establishment of eligibility require-
ments the increases in feéderally connectad pupils during the
vear(s) prior to the year of ﬂppllLﬂLan, (perhaps permitting
such averaging to take place back to the origination of the law
in 1950). In the case of an applicant with a prior payment under
P.L. 815, the prier years to be included would exclude those cov-
ered by that application. Thus, the sum of the augmentation in
Tederal students during the two=-year increasc period and the
increases of federal students in prior years hitherto not covered
by P.L. 815 would be compared with 5% of the ADM during the base

year to determine eligibility.

10, Minimum costs of school [acilities per pupil uvnder P,L. 815 should
at least reflect difference in costs ol QDustrﬁciihg diflerent
types of lacilities--clementary, junior high, and high =zchools,
They may also be differentiated between new building and addi=
tions. This will eliminate windfalls for construction of elemen-

tary schools and penalties for constructiion of high schools.

11. There are a large number of administrative problems that have not
been investigated in this study, but that appear to complicate
the administration of these laws. Many of thesc have bheen the
subject ol proposed amendments and are veferred to in Appendix B,
It is sy ggested that the Dircetor of the SAFA Division be con-
sulted as to possible improvementis, with gpecial attention to
those that can be anccomplished without materially afleccting the

purposes of the laws.

* Note thal lor eligibility a pupil entitled under Scction 3(b) is counted

the same as a pupil under Section 3(u).
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Chapter 3
DESCRIPTION OF ENTITLED DISTRICTS, OBLIGATION OF TUHE

FEDERAL GOVERNMENT TO FEDERALLY AFFECTED AREAS, AND
CRITERIA TO EVALUATE PAYMENTS UNDER P.1L, 874

Qgspriptimniof Entitled Districls

The DieribuiiﬂnApiigntitlcments under P,L, 874

As noted in the introduction, entitlcements under P,L, 874 have in-
creased [rom $45 million in 1952, the sccond year ol operation, to
$283 million in 1964,$ an annual rate of inercasc ol 16-1/2%. The number
ol eligible applicants has increasced more than threelold in thirteen

vears ol operation, [rom less than 1,200 to 4,076 applicant districts.

For many districts and somc HLéLESi entitlements provide a large
portion of the lunds available fer publie education. 1In 1960, about
5% of entitled districts had entitlements that represented one-fourth or
more of their current expenses ol cducation,  Several districls receive
very large sums of money. Junecau, Alaska, IFairfax County, Virginia, and
San Diege, California, are examples ol large districts cach receiving
entitlements ol several million dollars a vear, which represent a sizable
partion ol their curbrent expenses of cducation. However, mosl heavily
entitled districts tend to be small, and rost of the entitlements go to

districls not heavily dependent upon entitlements as a source of lunds.

The distribution of P,L, 874 entitlements by state and Office of
Education Regions is shown in Table 1, This table shows that for 18
states, entitlements represent more than 3% of the current expenses of
education., For six states--Alaska, Hawaii, New Mexico, Nevada, South
Dakota, and Virginia=ééntitlements are more than 5% of current expenses,
In the continental United States the Southenst, Southwest, Mountain and
Pacific Reglons arc the mosi dependent upon entitlements, as represented
by their share of current cxpenses, while the North- Atlantic and Great

Lakes Regions are least dependent,

¥ Preliminary estimate by the Office ol Education.
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Table 1

NET ENTITLEMENT AND CURRENT EXPENSES OF EDUC
Y REGION AND STATE
FY 1964

(Thousands of Dollars)

ON

Region and State

Net
Entitlement
P.L. 874

Total
Current

Expenses

Region 1 - New England

Connecticut
Maine
Massachusetts
New Hampshire
Rhode Island

Vermont

Region total

Region as percent
of total U.S.

Region 2 - North Atlantie

Delaware
Washington, D.C.
Maryland

New Jersey

New York
Pennsylvania

Region total

Region ag percent
ol total U.s,

$283,775

$ 2,472
2,597
8,266
1,643
2,456

61

12,659
7,500
7,499

6,221

$ 34,217

12,06%

$16,896,948

$ 275,000
75,600
434,000
48,027
68,000

- % 46,000

(]
o
=
3

o Ll
[
gy O

]

b

(@]

=]
Lo I
=

1,982,000

$ 4,007,000

23.71%
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Table 1 (continucd)

Region and State

Net
Entitlement
P.L. 8741

Total
Current

Expenses

Region 3 = Great Lakes

I1linois
Indiana

s

lichigan
Ohio

Wisconsin

Region total

Region as percent
of total U.§.

Region 4 = Midwest

ITowa

Kansas
Minnesota
Missouri
Nebraska
North Dakola
south Dakota

Region total

Region as percent
ol total U.5.

$ 1,1

$ 1,391,815

8.24%




Table 1 (continued)

Net Total
Region and State Entitlement Current
P.L. 874 Expenses
Region 6 = Southeast
Alabama $ 5,762 $ 214,000
Arkansas 1,867 119,106
Florida 8,902 419,256
Georgin 7,124 281,886
Kentucky 1,535 182,000
Louisiana 1,185 286,000
Mississippi . 1,602 125,200
North Carolina 3,515 344,570
South Carolina 41,356 154,000
Tonnessee 3,237 234,000
Virginia 20,246 303,800
West Virginia 160 — 123,816
Region total $ 59,491 $ 2,787,634
Region as percent
of total U.8. 20, 96% 16.50%
Region 6 - Southwest
Arizona $ 6,045 $ 152,000
New Mexico 6,302 106, 350
~Oklahoma 8,744 186,000
Texas 16,5086 2
Region total $ 37,597
Region as percent
of total U.s. 13.25% 7.51%

[
v ]
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Reglon and State

Net

Entitlement
B.l.. B74

Total
Current

Expenses

Reglon 7 = Mountain

Colorado
Idaho
Montana
Utah
Wyoming

Region total
Reglion as percent
of total U.5.
lkegion 8 = Pacific
California
Novada
Oregon
Washington
Region total
Region as percent
of total U.S8.
Region 9 = Non=Continental
Alaska
Hawaii
Region total

Region as percent
of total U.S.

$ 8,551
2,196
2,777

22,00%
$ 9,530
5,778

$ 187,515
21,300
73,500

100, 900

43,700

Sources: U,8. Dept., of Health, Education,and Welfare, Office of
BEducation, Administration of Public Laws 874 & 815,

Fourteenth Annual Rcﬁurt of the Commisgsioner of Education,
June 30, 1964, Table 1, pp. 28=99; and Ibid., Digest of
Educational Statistics, 1964 Edition, Table 41, p, 61.

[




i¢ Region has the largest share of entitlements (22%),

altributalb 1

L

¢ to the overwhelming position occupied by California: dis-
tricts in California received entitlemeonts in 1964 totaling %49 million,
more than twi ived by districts in Virginia, the next largest
Regions 1, 5, 6, 7, 8, and 9, with 74% of total en-

ice
rocipient state,
titlements each had

larger share of entitlements than of education ox-
penses.  The large proportion of entitlements in the Southeast (Region 5)
is attributable mainly to Virginia; as none of the other southeastern
states had entitlements more than 3% of current expenses,

The distribution of entitlements by distriet in 1960 in the faorm of
a cumulative distribution, with school districts ranked in the descending
sequence ol the amount of entitlement, 1is shown in Table 2.% Fifty per-
cent ol the districts with the largest entitlements received 95% of the
entitlements and accounted for over 88% of the current expenditures on
educalion ol entitled districts. More revealing of the skewness in the

distribution ol entitlements is the faet that the 4% of districts with

n J

largest entillements accounted lor 52% of the total entitlements. These
districts accounted for a much lower proportion of cxpenditures on edu-

cation, i.e., about one-third, indicating that the districts with the
largest amounts of entitlement tend Lo be the smaller districts. On the
average, entitlements account for 8% of current expenscs for the 1% of
districts with most of 1he entitlements. Thus, these districts which
eceive the must money are not, on the average, heavily dependent upon

entitlements as a source of income.

The envitled districts, ranked by each district's entitlement as a
percent ol its current expenditures on education are shown in Table 3.
The district at the 50% point in the cumulative number of districts,
i.c., the median district, has entitlement equal to 3.46% ol current ex-
penses.  The mean percentage for all entitled districts is 5.01% (the
last point in cumulative distribution for this value). Sixly-three poercent
of districts have entitlements asa perveent of current expenses below the

#  The lelt-hand column is the cumulative percent ol number of school
districts. Subsequent columns are the cumulative percentages flor
various measures. At any point in the distribution, the measurc to
that- point is the sum ol values to that point divided by the national
total for that measure. The last column is the cumulative ratio of
entitlement to tolal current expenditures The total values are shown
al Lthe bottom of each column, thus the abgoluLe values for any point
can bhe culculated by applying the percentages in the distribution tu
the total values,
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mean value, again indicating the skewness ol the distribution,  The 37%
of the districts with percentages above the mean value aceounted for G8%
of entitlements, but only 29% of currenl expenses ol education, indicat-
ing thut the districts heavily entitled in Lorms ol pereent ol costs mel
by entitlement tend very much te be the smaller districis,  These movre
heavily entitled digtricts generally have lower current expenses ol cdus=
calion per ADA, as shown in Table 3. Aost districls receiving gntitle=
ments have only o osmall proportion of their costs mel by entillement;
Table o shows that 726 ol entitled districts have entitlements Less than
LO% of current expenses.  These districts vreceive, however, G0% ol total
entilliements,  On the other hand, districts with entitlement more than

107 of cost lave on the average 5% ol ADA entitled.,

< 0l sSchool

meinl and Socioeconomic Chataetoris

ol i

Finaneinl data on 0,000 school districts in the United States, rop-
Fesenting all [Pty states, are available for the year 1959-60,  Socio=
coonomice data on oo ogubsample of 1,100 of these districts ave also avail-
able,  School districls in the sample were classificd as to whether they
received net entitlements under PLL, 874 in that yeasr, awd the Cinancial
and suciccoonomic characleristics ol districls recceiving entitlement were
comparod wilh those of districts not receiving ent itbements,  The com-
parisons were made by coaleulating the unweighted means ol the values far
cach district on a nationgl and regional basis.  The mean ol cach charae=
teristic for the entitled districts was subtracted [rom the mean ol cach
charavteristic Lor the nonentitled districls; the resulis are shown in

Table 1. The didlervence in means was divided by the means ol the entitled

districts, o determine the relative importance of the dillerence as

percent ol the absolute value. These resultsg are shown in Table .

How the entitled districts compore wilh nonentitled districls is

sumiiitized hoelow:

. Current expeises ol education are somewhat lower

Y. Instruction costs as u pereent ol current expenses gre slightly

highev

# Hue Appendix € [or discussion ol sources of data and method ol caleu=
Intion, The es=timat«l vilues of the means are also shown in Lhis

appendix,
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A ruitoxt provided by exc [



"OTUWTSE WY RIVR JUATITTINSUL e
Jo o asnenag paliTwe § wordey
T OOTARE UT uwmodis ST Suoifog Jo uvoritsodwon ajegsg ¥

TEVEY QDT BT FIUSLT

TORND TR SS0] ST JO0WALIIITR AT 0 JOdS0 PIRpHT 1S It

Peoer tweeT ey eneleod

WFITP RMOnD LT SLEE ST TV 1T FILE WD SOOURUD G M T3NS T I Daog] IRyl Ssos oonds Hune

TRETITIVS DU UMY A2IRaEE ST ANt unam poy LT guesnon FHLY G

+-

FEQL SwOS donemn aarirsod v o

| r TRET | i ] | {3 aoqgoesl SutuurAog Jo fieTeg ﬁmﬁr
L . | N ] e B Eee by sarnad o opsng WT JDIFLISTH [OOUIS OTUT a0 UBIIBG .
W oty W T o ” , (L) STUDPTSD D PTUYAUON  JTo J0SSTE AT
| i ! ” oTE- | , 5= (5) BT gopun worieTndod fo jwoiodg gl
| | ﬁ oeT- f a qrE (LY D00 DTS FOMy SHDIET YT VUSRI S o
TTE- | 9= I E'm ; (L) Suorirdnasny Je[Tod-23 Ty W JUSIIISL ([ |
m [ =T { i _ WOEIeInpa Jo savsd ueTpay  CpT |
| I f BT — T Lre , (L) speoyss arronduooen uf Iussdod T
, i { , | | - o cBs oaod sucsgod  Jo 2,000 S3Tsusp WOl ivTndog TL
| { e | TR~ | ww | ; LA L. (d owoout ATtwer weipsy  cor
BT BT | LB T 5 1 &R o TN ] Y A 6 e O [ e B B A L B B A ey o by T e R A TV e T | "G
b — O — , oy - - oy - 1 ‘... L = T R TN B T TR P Sy s T
rer | T3 W, FRT 3 i il nk e W [N CRVLIW 8] WIY/ANUEDAGE DITTRSWIATUT PUE [ERI0] T Mw
[ i B T- 0 ave- ‘m;ﬁl.j "et- 2T W 2T - Aoyzeay asd strdnd favpuesag  tg
o - , - B — P . o ™ - Y- e — G- Aoy aad syrdmd S o § "

VOV 1830390y SIviuowsty

BT R £'E | 8w U , | = 1 } ©-1- S HILSIS0 uoyjellodsueay g )
o Fom- Ee | 8tI- | @R~ | @1 T T~ _ a-c- | (553 HALSSISO2 UuoTIonaysuy g
B L 1 et B (A o | : bR | (W08 WOWSA0L T
b I | ' .
,, [ 7_ 7 _
| g8 [ s ] (] [ Ey | S I
f ST ST

LTI

T

Fe BIELST HELIVHVID JTMONOOI0 L0 8 IVTINWNTA %1
SLOTHLETA "1O0HIS (TALLILMHENON (W (O LLLLMA NEImAE S0 DA Ll

Aruitoxt provided by Eic:

E ©



josefclyy Daonrmog

"I MBIl 5SS

T
VT o

JUISWT  Jor ARSTICOS R Y PR 5 w0 TRay)

SOl S WT A FUDT T Y m

LS R PO N ]

DA M OIS OS] ST £oyo wotlrsodumnn 01818 g
TODO PR BSDT ST OISR IR AL Fer JeaFAT PUITpmIns anr a1
“wpeng g peedescl PICGELRF T TR s ] PR A5 ISY o v DR  B T B Ta T A VR TS AIELI 0MT WET ARDT I 233y Any) Snois sovds cqueggoy

T Er I

(R I R D LR W S T SRR TR DRI e TP T:

LT DUE JIOumE At irsod yoo o

I I
|
- - _m. _ 7 G ” 7 JOYDWD] BUTUNTEOG IO SIBTER 6T |
Dy, — 5T~ ] wT - Tadl — ” | W - s R A 0 o A O R La Y P LR e W S 52 T B T W,
T8~ f oy _ ﬁ | ,m ST E 3G T LT UYMATOND T 3T Sy AT ,”
Al , (I 7 , VBT aapun wegjerndod o otwonasd  gr W
5 | 5T ~ , | OO0 DTS oo SOWOIUT I LN T Ty ] o ;
< Er- 1- | " SWTPAN I AUT IO =T T LU S i T
ir- - ,, £ L Jmtaaiad JFo Sauad ueTpay  CPr |
e — - ; 1oL ” STONOLTE T oMot T L T S R |
Bo— [ ey — ”, ” fyrsuop worjyeyndog 1T
ol - ke 1 ﬁ r PMIADUT O ATTURET UBTPaM 0T

39

2]
=
]
— -
)

L

g W EIEAET (T3] 0nUasad D30 Ipomdaiur pur [e2o0T g
(VSanuaass [RIapa] pun ael1s g

el 7]
o=
!
£ i=
el |
!
=
=
15010
bl
!

rT rrT T DATRE T B DML RNE T e T B T

|
= G- vI- , _ Lo~ - R o aea aoel s g Tdnd Laepuoooag i1
o - 2T- , o [ I BT- = , Aoy aod o sTrdod Sceiauowosyy o
- | ET | Rl ] W L | WY TETOT SRTY A o g I
nrn [ g f e ar- | TL AILSTEOI Uoiiviaodsuni), - §
- ﬁ I - = | = W ok e PSR =T e T I T R T T T =y | "=
| Wl | =il g iy ke , G UENRCRC I A N |
|
! ,
. |
® 2 o 1 L | [

ER RIS

T

ST T3 TLIEYD

o ST LS PIHLITI L LT LS T WANS
SALLETHALLIYOWIED DT L0 VA TO0S (0% "I T Imw s 1A

[F R EWL 0TS oo 90 BURKY Lt LA WAL

=0Tl

Aruitoxt provided by Eic:

E\.



O

ERIC

Aruitoxt provided by Eic:

3. Tranpsportation costs as a percent of current CXPUNsSeE are =ome-

what lower
4. Ratio of clementary to total ADA is slightly lower

Pupil/teacher ratios are somowhat higher

by ]

6. Local and f.termediate revenues per ADA are considerably lower
7. State and [ederal revenues per ADA are considerably higher

8. Local and intermediate revenues as a poercent of total revenucs

are considerably lower
9. Percent of children in nonpubliec schools is considerably lower
10, Median years of oducation is somewhat highor
1l. Percent in white collar cccupations is somewhat higher
L2, Porcent ol lamilies with incomes over 310,000 is somewhat lower
13. Perceni of population under 18 years is slightly higher

14. Percent of population moved into district in last live years is

considerably higher

15. Salary ol beginning teachers is slightly lower,

Entitled districts spend less on education than do nonentitled dig-

tricts. The lower amount of spending is reflected in higher pupil/Lteacher
ratio at both the clementary and high school levels. Contrary Lo opinion
nften expresgsed, entitled digiricis have slightly lower proportions ol
pupils in the clementary grades, whiech arc the less expensive grades.

The strongest digtinction between entitled and nonentitled distriels is
the considerably lower local revenuce per pupil, partly balanced by {he
higher state and federal funds per pupil. Clcariy. nonentitled districts
make a considerably lavger local elfort.

B

On the whole, entitled districts do not appear Lo be either richer

x

or poorer than noncntitled districts, though they do appear to have less

proportions ol recent mi-
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Most of the regions echo the character differences found al the na-=
tional level, although some distinctions emerge.  New England (Hegion 1)
is the only region in which nonentitled districts have significantly
higher median family incomes, yet this region and Region 5 are the only
vegions that do not show noneiititled districts spending more per pupil
than do entitled districts. In Region 3 (the Southeast), this is con=
gistent with the fact that il is the only region in which Lhe entitled
districtg display higher median Lamily incomes than do nonentitled dis-
tricts. In the South, the entifled districis al=o have higher levels
ol adull education achievement, highel percent ol pupils in nonpublic

schools, considerabily higher percent of white collar workers, and lowor

pereent of nonwhites,

The Southeast 1% the only region that does ot show entilled dis-

trivts with lower local and higher state and lederal funds per pupil.

"

sLricls

Three other regions--1, 2, aind 7-~however, do not show entitled di

I,

with slgnificantly more state and federal [unds, although they do show
entitled districts with lower local funds. Other comparisons can he made

by relerence to the tables

The Obligation of Lhe Federal Government to Alfected School Districls

The nature ol the obligation of* the federal govermment to support
local educational agencies (school districts) in providing free public
aducation Lo children whese parents work or live on lederal property 1s

set lorth in Scetion 3 ol P L, 874, and will be discussed below.

The basic intent of 3ection 3 of P.L. B74 is Lo assure Lthat children
living on Tederal property will recveive cducation in the local publie
schools comparable to that received by nonfederally connected loeal chil-
dren, withoul imposing a special burden on the local school distvict.

The delinition of "burden” consistent with the stated purpose of P L. §74

and Bl5 is  the costs of educaltion incurred lor federally connected pupils

not met The rationale

by normally available local and stale vevenucsg

for lederal aid is as follows. school distriets raise local funds for
schonl purposcs primarily [rom taxes on business and residential prop-
5 that pro-

ol Tamili

certy. It is thus the work plaoces and residence

yenditures on education.

o

vide the local linancial reso
I the [ederal govermmenl sends children to the loeal schools without
also providing the tux basce Lor cducational linance, it is creating a

burden upon the afftected school districts.

There are two principles ol obligation that cotild be used Lo justifly
federal payment to local school districts. Fivsl, the federal government

O
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can be obtained in these cases by estimating the

should provide the school districts with funds equal Lo the amount they
would have rececived il the federal povernment had bheen a private tax-

paying enterprise; sccond, the federal government should compenzale the
local educational agency for local costs of education incurrved for fod-
erally connceted children, not covered by other local sources associated
with the children and their families. The two principles will vesult in
the same payment only under restrictive assumptions: (1) the pirivate

enterprise for which the [ederal facility apparently substiluteos must

R

contribute the same revenucs per pupil as the average ol the pxisting
local enterprises; (2) the marginal cosl of education must be equal to

the average cost; and (3) both the work places and the employee resi-

dences must be located inside the allected =chool district.

Federally connected pupils arve divided into twoe catepories. ‘The
first category is the pupil who both lives on lederal property and whose

parent works on [federal property., Payment for this pupil is provided

[

for in Section 3(a) ol the law. and he is henceflorth referred to as
"3(a) pupil." The second category is the pupil who either lives on fod-
eral property, or has a parent who works on federal property. Payment
for this pupil is pravided for in Section 3(bL) of the law, and is made
at a rate one~hall that Lor a 3(a) pupil. If the pupil livcs on lederal
property he is henceforth referrved to as a "3(b)1 pupil’; and if his
parent works on lederal property, he is referred Lo as a 3(h)2 pupil.

IT it is the intent ol P.L. 874 to compensale lor the lack ol prop-
can hbe made

erty tax base in the school district, a reasonably clear case
for pupils entitled under Subscction 3(a), since neither the place of
work nor the place of residence creates any taxable property, Thus, the
lfacility provides no divect contribution to either resideitial or commer-
cial property valucs,

In the case of 3(b)1 pupils (those whose parents live on federal
prgperty,;but do not work on [ederal property), it is the contribution
ol residential property taxes by the employees that is Llacking. I{ is
possible that a Iairly reliable estimate ol the forepone tax revenucs

value ol the loderal

alue ol private residential property which

hou

g, or by estimating the v
the [ederal lamilics would be likely to ocCupy .

In the case of 3(b)2 pupils (thosc whose parents work on [ederal
properiy, hut do not live on lederal property), the contribution of the
2 work place is lacking,

business property tax provided by the employe

However, there is scldom a basis [or estimating the amount of this loss.
The [lederal facility is often ol a kind that has no private counterpart,

such as an air base; or onc [%1 which there may be a technieal counter-

part, but not necessary a private demand, such as a shipyard. Some

12



normative approach might be taken in attempting Lo plaece a value on the
federal property, such as compuling the value of the industrial property
per capita in the area; but this ig an arbitrary procedure, dilficult to
guantifly and difficult to justify. It has merit only in those euasces whoro
the lederal facility elearly substitutes for a private facility, hecausc
ol the scarcity ol equivalenl industrial property, Professor Davie SuL -
gests that the opportunity cost of the land could be used as Lhe measure
of valuc.? The opportunity cost is the value of the land in its best
alternative .use. Thus, the alternative use lor an airport may be as
Farmland, 1f there is insufficient deomand for industrial or commercial

-

land. In practice, determination of the value of land in ils next best

alternative use is extremely diflicult., 1t may also he postulated that

such use will olten bring little revenue in rural arvcas or clsewhere,

exceplt where land is searce.

In Tact, the value of the federal property docs noel entur inte the
determination of payments under P,L. 874, which appears to represent an
uncomlortable marriage between the cost burden and in-licu-ol-iax prin-
ciples. The nheed for aid arvises because of Lhe cost burden imposaed upon
school districts, where there are ne lederal pupils, there 18 no aid re-

gardless ol the value ol lederal property. In addition, the rate at
which payments will be made for [ederally ceonnceted pupils under Sco=

tion 3(a) is based on the cost of dducation and thus the burden incurroed.

Howcver, th ustilication for giving federal funds is made in terms of

[

Ju
the in=licu-of-tax principle. In many instances there are conflicts that
313

arise in attempting to justily payments under cevtain conditions. These

the divergence between the answer obtained

conllicls generally relle
by applying the burden principle and the in-licu-ol-tax principle. An
“important example ol such a conflict arises in the case of a 3(h) pupil

whosge parcent commutes to a lederal property oulside the district ol rosi-

dence. In this case, a burden may exist because of the inability ol

lesidential property to support the schools, whereas the justilication

for payment under a sirict interpretation ol the in=lieu-ol=tax-principle

does not exist. It is arpued that the district would receive no revenie

Lrom the place ol work in this case, even il the property had been tax-

Paying, and thus therc is no obligation on the lederal government to
support the school district which contains the taxpayving residence. To

. it . . ’ TR R 1
resolve this conlliel, a consensus as Lo which poliey attitude the fed-

a 1 ! . _ - - B
eral government should adopt, must, according to Professor Davic, be
4 N >

reached.’

¥ Davie, op. cit., p. 9.
T Ibid., p. 16.
O
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A major objection to the in-lileu-of~tax approach can be raised on
the grounds of equity. School district boundaries are often determined

in unfair and inefficient ways, often with the intent of relieving indus-

offspring of their cmployees.® The creation of the "City of Industry”
in Southern California (and elsewhere) exemplifies this approach. Thoe
state governments in their equalization programs partly compensate for
the inequitable and rather arbitrary distribution of business properiy

among school districts,

It can hardly be claimed that the federal government should be a
pariy Lo the "City of Industry” concept. It is certainly true that the
school district containing the pupils' rvesidences bears the burden of
Financing cducation, whether or not the parents' place of work is in that
distriet. It is further the case that for a very large facility, such as
an air base, the residences of the personnel will be spread over a wide
arca, and perhaps in a large number of school distriects. There is no
Justilication for saying that the one district that happens to have the
alr base within its boundaries should receive all the federal funds for

support of lederal pupils, while the other districts receive none.

P.L. B71 operates to distribute funds among school disfricts that
claim entitlement on a single large piece of federal property, as if the
property were split among these districtsg in the same propoertion as arc
the employees' residences. - This procedure recognizes the essentially
political nature of school district boundaries. It makes the distribu-
‘tion as if the many school districts that receive pupilsg from the prop-
criy were one district, and as if the pupils and the properties that
provide the tax base to support the pupils' education were in the same
diHLfictg This may not be a correct assumption in terms ol political

reality, but it is correcl in terms of cconomic logic.

The Tinker Air Force Basc is an often-cited example, in which 104
school distriets claim entitlement for children living within their
boundarvies. The base, ol course, is within only one district. P.L. 874
would cectainly not secrve to relieve the burden of federal impact 1if
all of the money werce given to that one distriet, leaving the other 103
districts to suﬁp@rt the Tederally connected, children totally on local
and state resources. The fullowing table prepared by the Office of Edu-
calion provides other examples of large military facilities claimed by a
large number of school districts for entitlement. (See Table 6.)

* J. Burkhead, State and Local Taxes for Public Education, Syracusec

University Press, 1963, pp. 44-45,
o )
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Tahle 6

RFFRESENTATTVE MAJOR MILITARY BASES

WITH NUMBER OF SCHOOL DISTRICTS CLAIMING ENTITLEMENT

FY 1958

No, ol
School
Districts

McClellan Air Force Base, North Sacramento, California
Presidio of San Francisco, California

Mather Air Force Base, Sacramento, Calilernia

Naval Base, Harbor Drive, 5an Diego, Califernia
Air Torce Academy, Colorado

White Sands Missile Range, New Mexico

Fort 5ill,

Tinker Air Force Base, Midwest City, Oklahoma

Lawton, Oklahoma

Fort McClellan, Anniston, Alabama

Foirt Chaffee, Fort Smith, Arkansas

Fort Benning, Georgisa

Scott Air Force Base, Belleville, Illineois

Air Force Plant #2 (B.0.P.-G.M.C.), Kansas City, Kansas
Fort Knex, Kentucky

Naval Base, Kittery, Maine

Boston Army Base, Massachusetts

Naval Industrial Reserve Aircraft Plant, Kansas City, Mo,
Fort Monmouth - Main Post, New Jersey

New York Naval Shipyard, Brooklvn, New York

Naval Industrial Reserve Aircralt Plant Columbus, Ohio
Olmsted Air Force Base, Middletown, Pennsylvania

Naval Base, Newport, Rhode Izland

Air Force Plant #4, Fort Worth, Texas

Fort Hood, Killeen, Texas

Naval Industrial Reserve Aircraft Plant, Dallas, Texas

Air Force Plant #17 (Boeing Plant #2), Seattle, Washington
Puget Sound Naval Shipyard, Bremerton, Washington

Total School Districts

Total Bases

i

3.3

M
[

e
ond T R W ¥ T I o S R % NS [ o T T 1 T N %, ST o R L:::w
RO B N O R T I U T T T (I e R s R W R

U. 8. Dept. of Health

Source: ;
Education, May 12, 1859,
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The above discussion would indicate that anyv altempt to devisge an
aid lormula on an in=licu=of-tax basis would result in an inordinate in-
crease in the complexity of the law, and at the same time introduce L[ea-
tures Cthat will distort the distribution of [funds and deerease the equity

of the distribution,

P.L. 874, in lact, reeognizes the legitimacy ol the sceond concept
ol obligation; i.e., to provide Tunds cqual to the local econtribution [or
education, less the amount that the local ageney could expect to derive
directly through taxes [rom the federally connected family, ‘Under this
principle, the federal government considers that its obligation is to
ercate what we will term “intradistrict cqualjfatinn”; that is, the pay-

ment of funds suflficient o make the revenues availanle {for each lodoral

b

pupil equal to the vevenues available Lor each nonfederal pupil, (Thi
congept will be delined more [ully in later sections.)
Providing lvss funds lly consis-

for 3(b) thar for 3(a) pdpils is

I
tent with this approach, since 3(b) pupils create some local revenues.

[}

onsidering a 3(h) pupil as once-hall a 5(a) pupil assumes that the place
ol residence and the place of work each emtribute half the loeal reve-

nues.  This assumption has been highly ceriticized, since it is hkrlicved

that the place ol residence contributes morce than hall the total asscssed
. : * \ i . . . i o
value of a local district. (Sec Chapter 4 for discussion on 3(b) pupils.)

A question may be raised as Lo whether the obligation of the federal
govermment is permanent or temporary. Docs the local agency "recover'
from the ill-effects of "impacLi” or doces the impact remain a burden?

It will be shown that the [ederal obligation for pupils whosc parents
work or live on ledoral property is a permanent oblimation beocause there

is a permancht reduction in the tax base per pupil when that base is

studics con-

mostly prope taxes., The various case and statisti

in the local ability to [inance education, Thus, if lederal payments
were terminated and the [ederal installation remaing, the impacted con-
munity will permanently sufler [rom having a lower tax base than neigh-

5 W 1 LA s . 3 . s -
boring or ‘comparable communities which do not have [lederal connection.

It 1s explicitly stated that the [ederal obligation is conlined to

the local cducational agency.

# Labovitz, op. c¢it., p. 159,



QO

ERIC

Aruitoxt provided by Eic:

There is no compensation for any loss in sitale reovenucs

The reason for not providing in. the bill for any payment paral-

leling the state share in the cost of educating children who
reside on or whose parents are employed on [ederal propevty is

that lhe tax=exempt staotus of the propevty in question dees nol

normially aperate to reduce Lo any appreciable extent state roeve-

nies or otherwise to render the state less able to make its nor-

mal contribution with respect to such children. Through sales,

gasoline,; income, and olher forms ol (axalion, state govornments

are realizing or could realize substantially as much revenue

Lrom the pavents of these children as they realize in the case

ol anyone else in the state.®

This agsumption may not be completely valid, sinve some stule taxes
are not paxd by military personnel who purchase in military commissarics,
and o certaln portion ol stale income las is not paid by persons retain-
ing oul-ol-statle residences while residing in the alfecled community,

The extent to which these I'actors aﬁtually serve Lo reduce state revenues

is unknown and was not explored in this study. We accept the premisc of
Lhe law thal state revenucs ave not reduced by the factl of lederal im-
pacl, and that the entire burden falis on the property tax base of local

povernnent s

glpnie luﬂu al Fdxmeul Undﬂ1 P L. 87

Criteria to

Federal Payment and Intradistrict Bqualization

In the Hoti=e Committee report acceompanving H.R. 7940, iL was sgtated

that it is the intent of the law for payment per [federally connected

chiled Lo be at a rate ,qual 1o the cuvrent expenditures per child made

Irom revenues from iloeal. sources in =chool districts in Lhe state which

ol "the educational agency whose

are comparable Lo the school
payments are being cumputedp"; Thug, the local contribution rate is to
be based not on the local revenues ol the recipient district but on those
ol some group of comparable districts. The intent is to pay a districl
on the basis of a rate thal would exist if there were no federal pupils,
The report recognized thal the loeal revenues available per child in the
Tederally connecled district are allected by Lhe pregence of the federal
children, thus "'it would nol be reasonable to consider mercly current

3. A i B o ~ s . a . . . L - 7 P AR S
expenditures moet from local revenues of the distriet in question,

House ol Hepresentatives, op.

Yo Ibid., p. 12,
t Ihid., p. 14.

e
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The selection of “mest nearly comparable” districts has proven to

be an almost impossible task (sce Chapter 4). In determining which dis-

tricts are comparable, [actors Lo be considered ave: classification under

il |

state law, number and kind of school population, tax resources, tax

ciforts (rates), costs of school maintenance and operation, cte, Part of

the problem is that some of these variables, especially tax resources,

are alfected by the fedeval activity. The expectatipn implicit in the

law is that all the districts would be comparable to the affected district
cithoer in the absence of fedeval impact, or il federal paymeni was [ully

success ful in compensatling for the abscnce of local tax revenues

For a district with a-viable, independent, nonfedecral scclor that

comprises the majoriiy of the district's population and work forece, the

most comparable district is itsclf, with the federal impact removed, For

a district in which the federal activity predominates, such a comparison

is not meaningful, For predominantly federal distrigts, the delineation

of a comparable district is theoretically very difficult. Another dis-

trict with the same lecal contribution rate L 1), but without federal
impact is likely to be dissimilar in other respects. An example of a dis-
trict in which federal domination molds the character of the district is
Vallejo, California (see Volume II), It is a city histariznlly dominated
by the presence of the U.S, Navy's Mare Island Shipyard. Because ol this
domination, t(he district tends to have much lower asscssced valuecs per
pupil and lower levels ol local contribution ithan do nonfederal arens with
gimilar family income levels, Thus the proper LCR to meel the burden of
federal connection in Vallejo would be at a higher rate than ihe local

1ig
share of c¢xpenses actually incurred in Vallejo.

Fortunately for our analysis, a typical entitled district generally
Lains a federal sector that is less tlhan halfl of the district's total
nomy. Scventy-two percent of entiiled districts had entitlements in

n
Cco

059-60 that comprised less than 10% of their current expenses of educa-
ion; thes& districts received 60% of total net entitlemenis, For these
istricts, the proper payment to relieve the federal burden is that which,
when added 1o local und normal state revenues available for [ederally
connected pupils, resulls in the same total revenues per.pupil for both
federally connected and nonfedeval pupils. For more heavily entitled
districts this measure may miss much of the dynamic and more pervasive
elfects of federal connection., Such a payment is termed, for this analy-

sis, the "intradistrict equalization payment''; iie., thu pﬂvmgni that

equalizes rovenues [or federal and nonflederal

The federal government's obligation for relieving the burden on
local districts is exprosscd chtirely in Lterms ol local reverue sources.



It is believed that the state government. will ﬁ@t,distinguish hotween

federal and nonfederal pupils and that state sources of revenue arec not
adversely affected by federal activity. Thus, the intradistrict cqual-
izing formula is expressed entirely in terms of lecal revenue sources.

The federal payment that is necessary to create this equality can be

simply stated by the following equation:
(1) Fg/Np = Lp/Ny - Lg/Np,

federal payment fTeor intradisztrict equalization

where Fe

Ly = local share of current expenses paid by property taxes
of federally connected Eamlliesriincluding in=lieu~ol-tax

payments)

Ly = local share of current expenses paid by other property

taxes

ADA of nonfederal pupils

=
=
L]

Np = ADA of federal pupils

Local revenues from federal pupils (Lp) will be zero for pupils
under Section 3(a), since there will be ng”praperty taxes derived from
residences or places of work. Seection 3(b) pupils will have some local
property taxes attributed to Lhem. TFor 3(h)2 pupils—-thosc whose parents
work on federal property, but do not live on federal pruperty=-the value
ol their residential taxes will be included in Lg. For 3(b)1l pupils who
live on federal property, but whose parents do net work on federal prop-
erty, the allocated value of work place will be included. The equation
provides for a value of Fe that is higher for 3(a) than for 3(b) pupils,

and no separate accounting is noecessary.

Equation (1) may be alternatively staoted as follows:
(FE + LI)/NJ_ = Ln/Nﬂ

That is, equality between lederal and nonfederal pupils is achiceved when

the per pupil sum of federal payments and local revenues for Tederal pupils

O
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is equal to the per pupil local revenues for nonfederal pupils. Total
payments required are as follows:

(la) PYe = Np . L,/N, - L.

Fn is not to be interpreted as the amount that the federal govern-

ment should pay, for there is no a priori reason why intradistrict equal-
ization should be the only goal of the federal payment. However y Fo does
represent the burden ol federal econncction on the local di rict, and it

is the elimination of this burden that is the major EKPTGSSEd purposc of

the law.

Exclusion of Indirect and Induced Revenues {rom Ly

In equation (1) only the local revenucs directly associated with

Tederal pupils (Lf) are used to ealculate intracdistrict equalization.

The revenue structure is much more complex than this, however, since the

federal activity generates ecconomic thn"c in the atrea that allects both
the costs and revenues of a local school district.

The federal activity crecates impacts on a local area in three ways:
(1) direct impac cqual Lo the employment and payrolls of the faeility;
(2) indirect 1mﬂactr equal to the loeal empleyment and income generated
by sales of local businesses to the Licjlitv' and (3) induced impact,
edqual 1o the local gmplmvment and income resulting [rom the consumplion
purchages of the facility employees (and others which, however, are sul-
ficiently small to be igﬁ@reﬂ).- All these cconomic changes create prop-
erty values to help finance public education and other local public
services. They also create population changes that increase school en-
rollment. The net effect on scheool finances is the balance between i
creases in property values and inereases in school enrollments. As shown
by Werner Hirsch, it is not at all certain that the balance will be
Iavcrablé.*

How these various impacts relale Lo school linance is schematically

shown in Figoee 1,

To be theoretically correct, Ly should include all the revenue

changes directly and indircetly associaled with the federal activity.

* W, Hirseh, "Fiscal Impact of Industrialization on Local Schools,

Review of Economics and Statistics, May 1964,

O
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FIGURE 1
IMPACT OF FEDERAL FACILITY ON SCHOOL DISTRICT REVENUES

o INDUSTRIAL o FEDERAL
i_ " EACILITY FACILITY
l S DIRECT ,
| lNDlRECT DUTPUT EMFL({j‘r}MENT -g-g-;a:-:-éee:er?iieé!vlII!!!i!':
I INDUCED OUTPUT :
| v
i — - TOTAL :
| I — — EMPLOYMENT :
| - v
} FAMILIES ==reecnaranaes FEDERAL FAMILIES
| il i 1 :
[ o . FEDERALLY
Ly 'NDUSTRIAL {;ND  RESIDENTIAL PUBLIC SCHOOL 4 .,  CONNECTED
COMMERCIAL — " PROPERTY VALUES EMROLLMENT °°° PUBLIC SCHOOL
PROPERTY VALUES ENROLLMENT
v
LOCAL TAXES STATE AID FEDERAL AiD

SCHOOL DISTRICT REVENUES

COST OF EDUCATION

" SOURCES: W, Hirseh, "Flseal Impact of Industrialization on Local Schoals,” Revue of Economles ond
Statistles, May 1944. Stanford Research Institute,
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Correspondingly, the federally induced enrollment should include both
direct and indivect enrollment. Thus, the full cquation corresponding

to equation (1) would be as follows:

where the subscript I represents direct federal connection and the sub-
script i represents induced federal connection.

The determination of this equation is extremely complex, requiring
property classes. Wo believe, however, that the result of such an inves-
tigation would not be worth the effort. As with any activity, the induced .
activity crestes additional school pupils, as well as additional assessed
values, and there is no reason to expect that the ratio of assessed valucs
to pupils will be different for the induced activitics than for the other
nonlederal activities in the area. Thus, equations (la) and (2) will

lead to essgentially the same value of Fg.

This can be shown by rewriting equation (2) as lollows:

N¢Ly N, L,
Fg = ~—— + - Ly = Ly

[ T N 1
I\H I\'D

Let

Lthen

¥
2 |

Pad
I

which is identical to cquation (la). Thus, il local revenues per pupil
LTor the pupils indirectly asscciated with the federal activity are the
same as local revenues per pupil for nonfederally connected pupils, then
the equalizing valuc ol federal payment is not chenged by including the
indirectly connected pupils with the nonfederally connected pupils. In

other words, the stimulus to cconomic growth in an area that may he

n
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ted with a federal activity does not necessarily rosult in a
lavorable liscal balance lor the local schocl district.

The sosuaption that the loecal revenuos per pupil for pupils indi-
rectly connected with federal impaction are the same as for nonfederally
connected pupils is reasonable lor most communities, since the indirectly

connected pupils will be members of lamilies employed in scrvice types of

industry, such as retail trade, personal services, [inancial services,

local manulacturing (bakeries, machine shops), repair services, and loca
transportation, which constitute the bulk ol employment for both thosc
serving and those not serving the [ederal installation and its employecs

Only 1f there are substantial dynamic impacts, in which the [oderal

Facility generates a process ol growtih that becomes essentially uncon-

nected with the federal aetivity, can we axpect local revenue sources per

only il the growth process is accompainiod

pupil Lo rise. This will occur
by 1rising assessed values per aere and per pupil. Except in areas with

latively scarce land, much ol the growth will take place by an expan-

1
sion in land occupied [or urban purposes, with modest increases in valucs
per unit.  Thus, only a small part of eeconomic growlth will be translormed
inte increased properiy valucs per parcel and per pupil.

The case study of Brevard County, Floridu, gives evidence that cco-

nomic growth does not necessarily provide an inereased property tax basc
per pupil. Brovard County contains the Cape Kennedy Missile installatiohs
and is one ul lhe lustest growing arcas in e hation, yeot boetween 1958
ane 1964, 1

EE sed value inercascd 190%, while publie sehool enivollment
increased 280%, resulting in a decline in asscssed value per pupil. (Sce

Volume IT.

Further evidence thal increascs in assessed value are noi nece saiily

aceompanicd by increases in assessed value per pupil is provided by Table 7

on assessed value trends in certain states. As the table shows, substan-

tial inecreases in total ase

essed value are accompanied by negligible in-
5

creases 1n assessed value per pupil in ull states axceptl California; bud

¥ In a study by 3RI for NASA, it was lound that unless a «ynamic and cs-

dgentially unrclated growth is generated in the area, the indirveet ang
induced elfeets will be relatively small for most arcas. This is Lrue
becausc, in moust aveas, the purchase requirements ol the Facilily and

its cmployees are met primarvily by imports from athor arcas, resulting

aling income in the

in only a small portion of Lhe expenditures ei

local area. 1In a small metropolitan area the Lolal income will only
be 20 or 30% higher than the i1ncome directly generated by the federal

fdcjliL}n



PERCENTAGE CHANGE IN ASSESSED VALUE IN SELECTED STATES
1959-1963
% Change % Change in
in Total Assessed Value
Assessed Value per Pupil
Maryland 19.4% -0.6%
Illinois 11.5 =2.7
Ohio 15.7 2.7
Michigan 15.0 0.1
California 30.9 5.7
Wiszconsin , 19.1 -2.9 ’
===-1 Pennsyvlvania 11.0 1.1
' Missouri , 11.9 0.1
Source: ''Sources of Revenue [or the Public Schools of

the Great Cities, 1964," Research Council of
the Great Cities Programs for School Improve-

ment (mimeo), Chicago,

even in California, the [ive-ycar increasc in assessed value per pupil
was ;Dnslﬂerabiy less Lhan the 23% increase in current expenscs per pupil

in the period,

Fe is that federal payment that removes the burden on local school
districts created by the federal activity. The intradistrict equalizing
payments are determined by the conditions oxisting in the area. It is
un:cagcngblc Lo expect the federal govermment to project whalt the area
wnuld in fact be like il therc were no federal impaction, or. te projecct

¥ U.8. average current cxpenditure per ADA, K=12, increased [rom $SDD.§D
in 1958-59 to $433 in 1962-63. E?ilmdltﬁ ol School Stati~iius, 1964-
65, National Education Associatlon, Waﬁhlnglﬂn D.C. p. 18,

O
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what the area's future would hold withotit the [ederal impaction. Rather,
it is satisfactory if the lederal government can make a payment that re-
sults in the federal connection's not distorting the resource-cost balance
in the community as currently developad. It is entirely possible that
without federal impaction the community would be very different, but it

):l
o

[

A
|

woluld require a cénsidgrable research project lor each distriet to

cover what "might have been,

If a community were entirely s sellf-contained, and had only residen-
idents working at the local busi-
Lt

n ol

tial and business property, with all

‘D

ness enterprises, the problem ol determining the proper alloecati [
local resources between federal and nonfederal pupils would involve only
the determination of [ederal contribution directly made by the federally
5 L *‘icts, howeveor, two compli-

cations necessitate sceparate consideration: (1) the o

connected Tamily as a resident. For mo dist

xistonce Df I'arms

Mw
T
—
ﬂ
—,
i
L
-
=
b

and undeveloped land within the school district boundarice

problem of commuting into and out ol ithe distriet for wcr!

The handling of undevelopeéd land must be somewhat arbitrary, although
it is clearly inappropriate to allocate all the value of undevelop:- land
to nonfederal pupils, for this would involve double counting; i.c., the
loecal district would be veceiving the values [rom the undeveloped lands
and be paid again fLor them by the federal govermmeni. An alternative is
sted by the intent ol the F, calculation. Since a-new nonfederal

sugge

pupil moving into the area would reduce the per pupil allocation of the

revenues [rom undeveloped land to the same extent ag would a federal

pupil, the revenues f[rom these lands may be excluded from the calcula-

tion, or allocated on an ADA basis. 1In either procedurc, the value of
[E1%

d land will not influence the calculation of Fe.

undevelop

Farmlands are a combination ol places ol business, residences, and
uncleveloped lands. Rather than altempt a complex allocation, these, Loo,

are eliminated from consideration.

Commuting is a problem only if there is either net in- ot out-
commuting. I[ the commuting is balanced, then the effcct on school reve-
nues and cost are Lhe same as if there were no commuting. In this case,
F, can be calculated without regard to commuting. If there is nei out-
commuling, then disregarding comnuling in the c@mputatian of Fe says that
we adopt the existing pattern of commuting for local residents. In this
case, the federal government is relieved of the obligation ol payment for
businesses to which the nonfederal employees commute. If 50% of local
residents commute out on a net basis, then the feder.l obligation with
regard Lo compulation of Fg for 3(bL)2 pupils is reduced by 50% of normal
business values, On the other hand, accepting the existing ratio of

e}
o



sidences and businesses in the community for determining federal pay-
ment has the effect of also accepting the proportions of in-commuting.
If projection weére our goal, this assumption means that we prodict that
there will be further business development in the district drawing on
workers from outside. Since projection is not our goal, ignoring com=
muting patterns simply means that we accept the pattern developed both
within the district and between the district and its neighbors. With-
out detailed research, this acceptance is necessary to have g common
basis for payment.
As noted above, property taxes on undevel and and on farmlands
should be apportioned on an ADA basis, or completely discounted, in com-
by 1 payment, Theore appear

oped la
puting LCR (local contribution rate) for federa
to be other local revenucs that are taken into account for payment under
P.L. 874, not justificd by the original intent of the law, Thesc are

local revenues derived from sources other than property taxes. The re-

port from the Committec® contained the following:

Section 3 covers the situalion in whieh the Federal Gove rament ,

by owning tax-excmpt prope rty on which children reside or on
which their parents are employed has in effect imposed upon the

school district the financial burden of educating these children

\["1

while withholding from the distvict the opportunity Lo meet this
burden by Ldﬁjng the real DIDDEIL} on which the Chlldrun live or

ot which

Thus it was not intended that Section 3 of B.L. 874 bhe used

L
bensate for lost revenues other than thosc derived [rom prope iy ot

Further, the argument that the presence of federal ciployees de es
the local educational agency of revenues from such itoms as sales taxes,

licenses, sales of property, or other sources of income is much weaker

than the argumentl related to property taxes. This is especially true

ol the 3(b) pupil, living in the community, making purchases in the com-

munityr, ete. It is true that the community may devive less of sueh reve-

nues il there is a military commissary [rom which military personnel pur-

chase much of their consumer goods, therchy depriving local business of

income and local government ol sales tax revenues, but the extent of this

deprivation is unknown and could only be computed through detailed surveys.
An additional argument against including nonproperty tax r'evenues in

the computation of -LCR is that much of (his revenue is income=related, and

* llouse ol Representatives, op. eit., p., 7.
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thus partly dependent upon the income multiplie It is therelorc pos-
sible thal for these sources the leideral employecs do contribute more to

the area than their direet contribution.

The above discussion iundicates that it is reasonable to eliminate

nonproperty tax revenues Trom the LCR. On the other hand. compensatol
payments to the state governments-for property taxes might well be justi-

fied in terms ol the original intent of the law.

On the average, independent school districels derive 86% of their
revenues [rom the property tax. Most of Lhe remainder derives [rom edu-
cational services, mostly school lunch sales (55% ol the rgmainﬂcf),*
tuitions, and sales of property. Table 8 shows the perecent of revenucs
derived from the property tax {or local support of schools by state.

Only in 14 states do nonproperiy tax rovenues constitute more than 10%
t

ol total local revenuce. In thesc states, local districts are recciving
gsome bonus. Thus, in compuling Fo, nonproperty revenues are eliminated

A lederally connected pupil is defined, for payment under Section 3,

P.L. 874, as one who lives with a pavent on federal properly, or who lives

with a parent who works on federal property. Where the parent who works
on lederal property is 4 seccondary wage earner, and the primary wage earner
works on nohlederal properiy, there is no justilication {ov payment=+

Such a family is contributing to the tax basc both from the place ol resi=-
dence aned the place ol work, and is adding no burden to the community.
Thus, in calculating F,, entitlemenl based upoh a secondary wage earner
should be eliminated. As shown by Lhe case studies in Montgomery County,
Maryland, and Salina, Kansas, secondary wage eatners account for 1rss

than 5% of 3(b) entitlement.

Federal Payment and lniurdlztllgl Equallfatiun

The busic intent of P.L. 874 is to compensate for burdens imposed
on school districts by a lederal activity. Il is not an vxpress purposc
law to promote equalization of revenues among districts. However,

equity among governmentgl units is clearly an important geoal ol

t  Census ol Gevernment Compendium ol Government Finance, 1962, Vol. 1V,
No. 4, Table 3, p 28

A sgecondary wage earner may be defined as any wage earner in a Family,

other than the primary wapge earner, where the” primary wage earncr is

defined as being the head ol the houschold.



Table B

STATES RANKED IN DESCENDING ORDER BY PROPORTION
OF LOCAL REVENUE FROM PROPERTY TAX
1960

Arkansas 100% South Dakota 96%
Florida 100 Delaware 95
Georgia 100 New Hampshire 94
Illincis 100 West Virginisa 94
Indiana ) 100 South Carolina © 92
Towa 100 Utah 92
Kansas 100 Nebraska 91
Massachusetts 100 Ohio 91
Michigan 100 New Mexico 90
Missouri 100 Maine 87
Texas 100 Wyoming : 86
Virginia 100 Mississippi 85
Wiscensin <100 Washington 8
California 99 North Carelina 80
New Jersey 98 Pennsylvania 79
North Dakotsa 99 Maryland ’ 78
Colorado 98 Kentucky 77
‘New York 98 Louisiana 77
Arizona 97 Rhode Island 75
Connecticut 97 Alabama 68
- Idaho 97 Alaska ' 67
Minnesota 97 Oklahoma 64
Montana 97 Oregon 62
Nevada 97 Washington, D.C.

=

=
o

Vermont 97 Hawaii

o
o
P
o
L
pirs
b}
i
o]
=
i)

Source: U.S, Census of Governments, 1962, Table 21, "Taxable
Property Values,” p. 101 et seq.
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much federal legislation preoviding grants=in=aid: thereflore an examina-
tion ol the equalizing oflecls of paymentg under P L. 874 is justilied.
In lfact, as Labovitz points Qut,* certain aspeels of the law demonstrate
an implicit equalizing intent; even :f the intenl is not expressecd as
equalizing. These asgpects relate to methods of delermining the local

contribution rate upon which payment is based.

The law, as currently amended, permits states Lo establish a limited

number ol groups (sece Chapter 4), based on varying criteria, such as grade
C

levels taught, wilh cach entitled district receiving payment at a rate
equal to the averapge local contributions ol the distriets in its group:
The amendments ol 1953 alszo established minimum rates egual to one-hall
the average education expenses in the siate or the nation, whichever is
higher. This also has an cqualizing tendency, as it provides lor pay=

ments at rates cansidéraﬁly higher than the district's local costs.  (Sec

_Chapter 4, scction on LCR.)

According to Labovitz, howevelr, it was nol to promole cqualization

that prompted Congresgs to interject the minimum rate options; rather,

it wag their intent to parrvow the disparities in the vates ol flederal

payment between states. The minimum raltes would be used to increase
paymerlils to districils in states with a high proportion ol education ex-

penscs borne by the statle.

The minimum rate option was intended to diverge from the basic in-

tent of the law to.relieve specific local burdens; however, il is a curi-
ous intent, in that it fails to conform to accepted concepts ol equaliza-
"o . : . . - . 3 . i R
An equalization featuvre in a grant program is definced as one which

25 recognition to the underlying diflerences in the capacity of the

and local governments to raise funds from tax and other fisecal re-
AP

able to them . . . Providing additional funds to dis-

1
¥ because the state assumes a large role in publie education

Lo linance education

For example, in New Mexico, the stale government provides about 75%
of state and local [lunds; in Massachusetts, the state government provides
less than 18% ol the funds. Therelore, in New Mexico, a district receiv-

ing federal funds at hall the state costs per pupil receives from the state

Labovitz, op. cit., pp. 128-137.
t  Ibid., p. 132. '
¥ Advisory Commission on Intergovermmental Relations, The Role of Equali-

Zation in Fede:

l Grants, Washington, D.C. January 1964, p. 4.

L
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federal government about 125% of the costs per pupil; in Massachusetts
t

=
fo

na 1L &

tric

T

i

i

¢ recelves only 68% of the costs under the same circumstances.

The procedurc of switching Irom revenues to costs wolild appear to
distort the income equalization inherent in the minimum rate provision:
However, the information presented in Chapter 4 shows that thé use of
minimum rates does create some cqualization tendency, since districts
using the minimum rate option tend to have lower median family incomes
than do districts using the comparable district option.

O
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Chapter 1

QUANTITATIVE EVALUATION OF PAYMENTS UNDER P.L. #74

Relation of P.L. #74 Entitlements to the "Burden' on Locul School

stricty

The "burden’” on local school districts has been delined for purposes

of this study as bein

the currvent

EXPONECS

cducation incuried

Tor Tod=

.
5=
crally connceted pupils not met by the combination of normally available

local and state resources. It is the intent of this chapter Lo delermine

il payments under P.L. 874 meet this "buvden’’, and to evaluate the various

aspects ol the payment procedure under this law to determine their cffec-

tiveness in Lhis connection. We have cstablishoed

in the preceding chapter

that the internal burden may be said to be met when the federal payment

provides revenue per federally connected pupil which, when combined with

local revenues derived [rom the federally connected family, equals the

local revenue available for cach nonfederally connected pupil; i.

(Fe + Lp/Np

school districts in 18 slutes,

large countywide and city school districts with populations over 50,000;

ihey do not coempris

(Sce Appendix .)

v a random sample of all districts.

c.,

Ln/Ny. A value of Fe has been caleculated for each of 54

These districis are

They are all led-

erally entitled school districts that ave roughly coterminous wilh county

and city govermments for which taxable property data were available in

the Census of Government, and which dre ineluded in the Offico of Educa-

tion Survey of 1960. These districts have enrollment ranging (rom 7,000

te over 200,000, whereas the average distriel in the United States has

enrollient of about 1,000 pupils.

do not necessarily hold Tor the vast number of smaller dis

ricts.

Thus, conclusions for these districts

The main purpose of Lhis section is to show the way in which entille-

ment has operated to mect the burden in these

latrden is assumed 1o be met i Lhe

districls,

actual entitlement

is equal Lo

Thes

loeal

the

entitlement required for intradistrict equalization (F,), as proviously

caleulated. The measnre of sucuvess

is Lhe

vatio of the dillerence bolweon

95% of entitlement and intradistrict cqualizing entitlemént, to total

entitlement. This will be called the "burden ratio,"

BF = Py

is lhe intradistrict cqualizing entitlement.

oy
—

caloulated

where ' is total net entitlement under P, L., 871,

us [ollows=:

and I,



Five percent of actual entitlements are deducted to cover the esti-
mated cost of acquiring the funds and administering the law. The theo-
retically appropriate valuc of this ratio is zero. A positive ratio in-
dicates overpayment; a negative ratio, underpayment. Table 9 shows the
{requency distribution of this ratiu among the 51 eistriclts. The arith-
metic mean ol the burden votior for the 51 districts is only .04, which
should indicate that the law is operating on the average Lo just cover

the burden of federal connccetion. The table shows. however, {that the
law operates well in verv few districts, The ratios range from -74% Lo

+81%, with most disiricts far from the mean value, or the theorctically
appropriate value of zero. No procedure to distribute funds can he said
to operate in the expected manner; when the average for all districls is
obtained by half the districts receiving lavrge overpayments, the other

hall receiving large underpaymnents.

To evaluate the payment it is first necessary to dissect the payment
procedure and relate cach element to the burden ratio. The pavment pro-~
cedure under Section 3 of P.L. 874 is basically very simple, as [ollows: ™

F = ICR (N3(a) + #N3(p)?) ~ D

where LCR is the local contribution rate (or Section 3 payment, N3(a) is
the nmamber of pupils entitled under Scetion 3(a), and NB(b) is the number

of pupils entitled under Scction 3(b), (the 3(b) pupils are paid at one-
half the rate of 3(a) pupils). anq 1} is deductions from gross entitlement.

Thus., the determination of federal entitlement basicazlly involves
counting the number of pupils under each subscction and determining a
local contribution rate.t our method of calculating F, assumes that the
pupil count by subsecction is correct . ¥ Thus . differences that may arisc
between F and Fy because of pupil co .t do not enter our calculations and
are not further considered. The two factors that mainly account for the

e - ! . .
burden ratio' differing frem zero arc:

*  TFor purposes of this section calculations will assume that all P.L. 874
payments are under Section 3. Since this is 94% correct on the average,
the error rntroduced is small.

t Complexitics do enter, especially with regard to commingled properties,
ieasing of government property, ete. These will be ighored in this
evaluation. F _ ;

¥ The valuc of-FO is s}ightly‘overstated, bucausu;entitlemené based on

sceondary wage carnel's could not be eliminaled.
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JISTRIBUTION

BURDEN RATIOS

Table 9
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b The aifference between the LCR used {or payment under Po1, 871

and the acwual local share of corrent expenses in the district.

2. The differenee between the ratio of the 3(b) pavment rate 1o Lhe
3(a) payment rate of one-half uscd in the law, and the ratino
that should be used in the district, basad on the contribution
of lederally connected Tumilies Lo local revenues.,

Theose two Lfactors aceounted Tor H83% of the variation in the burden

ratios among Lthe 51 districts, according to the results of the correlation

unilysis, How divergences in the above measures relate to variation in

the Durden ratio are shown in Figures 2 and 3.

Fisure 2 shows the relation between the burden ratio and ihe Sce-
cion 5(H) payment ratio (PR). The paviment ratio is the proportion of the
J(a) payvment rate that should be paid to 3(b)2 pupils on the basis of the
property types actually in the district,  8Since, in fact, 3(b)'s arve paid
at o rate of 50% ot 3(a)'s, we should find a tendeney for overpavment to
exist when the real payment ratie is less than H0%, and an undorpayment
when the ratio i= bigher than 50%. We do ind a tendencey in this dirvee=
Lion, a5 indicated by the trend line in the figure. It appeurs, howvever,
that this trend s ereated by a small number of districts exhibiting
vxlreme tendencies.  The equalion relating 3(h) payment ratio te the

burden ratio is:

~J

L95) =~ P

s LB18 - 1.02 PR: v o=
r (.160) (.36)

In itsell, the use of 2 3(h) payment ratio that differs from the cor-
roevt ralio acecounts for only a small portion of the variation in "burden
ratios  among districts; only 13%, accovding lo the corrclation analvsis.

Figure 3 displays the relationship between overpayvmenlt and the dif-
Ference by ddistriet between the local contribution rate for P.L. 871 pay-
moent and the actual local share ol current vxpenses. The positive cor-

relation is extremel.s high, with divergence in the rates accounting [or

* The F, a= calculated is gross rather than netl entitlement,. as deduc-

Lions for in-licu-of-tax paymenis have nol been made. .
o ' 54
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G2% of Lhe varial iom smong districel burden ratios.  The equation is ag

follows:

S95F - F _ , :
— So= L0901 4+ L0025 (LCR -~ Ly/Np); ro= 7Y

¥ (.033)  (.00016)

It iz quite clear from Figure 3 that the main reason I'or entitlements
that differ from the "burden’ imposed is the faet that the LCR for
P.I. 871 pavment dilfevs dreastieally from the actual local share ol edu-

cal ion expenses in the district. 1t is interesting to note that the mean

vialue of this differventiol is ¢lose to zero, which mects the basie intoent

re, howoever, is represcentative of almost no -

ull the law; this average [

in the frequency distribution of the dif-

e
e

1rle districl, as cuan be
in Table 10. The wavs in which the LCR diffevs from district

L&
costs, and the explanations {or it, dre discussed in o later scetion of

s
.
e
r"n

“hiaptlo

Ii may be concluded here Lhat PoL. 871 UIEGI’.‘LILES s0 us Lo provide

payvments which, in individual districts, differ greatly from the payment
necded to celiminate the "burden’ as delined in this Htuzij\n romost dis—
tricis there are ovevrpavi.  .a; for many, however, there arve anderpayments.

L
Locul contribulion vates, which do not c¢losely resemble local share ol

expenscs, o w pavment ratio for 3(L) pupils, which dues not capture

the wide variability that alc;tuaill_\' pxists among Jdistiicls in this

ceount for the paymeni diflferving Irom the payment necded Lo ereate intra-

- s N = . - P 3 N Ty - I3}
striel eguailzation; i.c., veliceve the internal  burden.
1 1 ?

Several (il Lricel characteristics were eorrelated with the hulcien
ratio Lo dulr;rmlnu ihu-situutlmm under which there wili tend to be over-
or underpayvment.  The characteristics tested were:  size of entitlement,
propurtion of lederally conpeeled ADA, median family incoome, current

vitlue peor pupil, Meaning-

expenses ol cducation per pupil, and ass
ful relationships were fownd only for median family income and cuvrent

cxpenses ol cducation per pupil.

=i

covrelated with mecdian family income.

The burden ratio is
issociated wilh o change in the oppo

Tach $100 of additional income is

ite direetion ol aboul 1% in ihe burden rati:.. (Sue Figure -1.) The
ig not a particuluarly stvrong one, however, as indicated b_y

h:':A

of cvorrelation of only —=!35; thus, only about 12% of th

‘IJ.F'J

a1 in the burden ratio is associated with differences anong di

in median family income.

A muech stronger relationship oxists between the burden ratio and the

current expenscs of cducation per pupil (sce Figurce 5).



Table 10

DISTRIBUTION OF DIFFERENCES DBETWEEN LCR AND .OCAIL SIHARE
OF CURRENT EXPENSES FOR NONFEDERALLY CONNECTED PUPIL IN 54 DISTRICTS

1860
Number of N

__Intervals Districts
-=190 to =180 1
- 90 to - 81 1
= 80 te - 71 3
- 70 to ~ 61 4
- 60 to - 51 0
- 50 to = 11 1
- 40 to - 31 )
= 30 to = 21 3
- 20 to - 11 2
- 10 to 0 2
0 to 9 3
140 to 19 5
20 to 29 2
30 to 39 1
10 to 19 3
50 to 39 3
60 to G9 0]
70 to 79 5]
20 to 89 3
90 to 99 1
100 1o 106 2
110 to 119 3
120 to 129 0
130 to 139 1
110 to 119 0
150 to 159 0
160 to 169 (
170 to 179 0
180 te 189 1
190 to 199 _0
: Totlal 51

Source: Appendix U, Col. 19,

ERIC . 68

Aruitoxt provided by Eic:



JNOINI NYICIN
000°L1EE . 11173048 22271808 EEEGLPL PP LSE9 9SS THAS 19971295 BILTINS  6BALEEY  OOO'EBLE

1 L i ! I ] 1 | i

000LEL

+
s
B ELy-

EEB

h ny
g

+

L8870

m
=
o
8
R R 2
8 5
©
—
e
,E,
oA

L89

+
&+
-+
o
T
EEB BLS

+
I
. 000 ‘Z¥8

SLOIELSIA 75 404 FWOONE ATIWYS NWIQIW ANV O1LvY NIQUNg 40 NOILYIIHHCD

P 3dNal4 «

o
=l




(SHYTI00 40 SAIYONNH) vaY ¥3d 391

DLEF 128 ¥ Bl 586 E LLSE BIZE 08a g CES T ¥l 2 SEETI
3
- J l L i I ol _ 1 ~ ’
]
=
h=
4o |
I
e
o]
+ T
]
[
G i
+ +

+ + ,_
! ~
r oz
3

W us)

f C

s

a .

M= =
b E H, ,,_”lit'.

i} ,Hv,

-

O
-
| @
fn
]
a

t+
wy
4
?,
g
(7]
o
+ o,

* - g
[}
=

CSIDHYLSIQ PSS ¥Od
TidNd d3d SISNIAXI NOILYINAT ONY O) 1wy NIAANG 40 NOILYI3H¥0D

§ 34N9i14




O

ERIC

Aruitoxt provided by Eic:

A 810 ineveasce in currcent cxpenses ol cducation poer pupil is associated

with a 3% decrease in the burden ratio. The relationship is a reasonably
ong one, indicated by a coellicient of corvelation of -.61 (i.c., 10%

af the variation in 1he burden raitio is associstled with varviations in

Py

currenl expensces of education per pupil).

The implication of thesge two covrelations is that an overpayment is

somewhat likely to he asscocdiated with o low level of income, bul cven

more likely to be ass ated with low current expenditures petr pipil on

i J"‘

0

m

cducation,

An estimate of the burden ratio was made for 191 states, Tor which
data were available, as well as for {the 51 districls T « ratios Tor the
state arce less relialile than the ratios caleculated oy the 51 districts,
for they are basco on total state data, which combine entitl

enlitled districts=. For the statoe ratios to be covrect, il is peacegsary

that the entitled districts be, on the averuge,

districts, in terms of the sources of revenue and proper types.  Thus,

the resultis of the national analysizs musl be inLQEPFELEd wiLh caution.,

The major difference between the Findings for the odividual districts

and the nation was in the size ol the average ratio. The average of the
vatios for the 51 large districis was . 01: wheveas [or the 44 states, the
average was .20, Il these ratios are accurate, they indicate that cn the
‘average Lhere is substantial payment in excess ol the burden, and that

the greatest amount of overpayvnient gooes to Lhe vast number of middle size

and small distriels

For both the districts and the states, it was Ffound that the disper-
sion of results was very lavrge, again indicating that the law is not

to just meet the burden n a district-by-district basis.

i

vperating so as

The relationships between the burden ratios and other chi

lor the stlates--the 3(b) paymen: roati median family income, current
expenses of education=-were similar to that found for !

Wealk, but statistically significant, negative correlations were found forv
each of these variables A positive correlation was found betweon over-

payvment and the proportion of state aid in total revenues.

In the following sections of this chapier, the major a
P.L. 874 thati operale
are—-the o tions available Lo districls [or sclecting an LCR, the wa;

cts of

iK

-

Lo

o . . - ; ; .
o eflect Lh% burden ratio will be discussed; Lhese

'—w"
-
=
=

5§ ; i . i § s
whieh the LCR conforms to the loecal share of current expenses, the 3(h)

payment ratio, Lthe location ol facilities relaiive Lo the district recuiv-

ing entitlemenl, and the eligibility rgquircments.



The Options for Determining the Local Con tribution Rate (LCR)

One of the most important clemenls influcneing the payments under

P.L. 671 in any given oar is the local contribulion rate. The law pro-

vides that the LCR foi a district be equal to that ol L1 districts within
the state judged to be "gunu-rally comparable’ to the entitled district, as
long as. the rate so determined is not less Chan one-hall the statec or na-
Liemal average per pupil cxpenditures There ure currently two prococdures
for determining the LCR of ”,g;u'nt_}l"—;llly compurable” districts, Thivrtv-one
states permit the local districl to sclect those districls that ave "geon-
crally compuarable,” with the list varying for cach district. Nineloon
states have cstablished groupings of uall districts within the state, with

cach district assigned by the state Lo a group and paid on the basis o
the TCR of that group.  In the former method. @ dis trict may elect not

select comparable districts und be paid at the appropriaste minimuam rat

In the latler method, the appropriate winimum rate wiil he o

group that has an av

ts patd at the minimum rate, rogardless of its own costs of ecducation,

signod to

i

L
L

any

rage LCR below this rate; cach distriet in the g1roup

Thus . three'major options [for vslablishing a diztv,cel's LCR are di=tin-

guishuable: (1) local scleclion of comparable distiricts; (2) state scloc-
He

Lion of groups of comparoble distriets: and (3) wminimum s

at. one-half the state or national expenses ol educuation,

The sccond and third options were not ineluded in the original legis-
lation. butl werce added when the law was amended in 1953 by P, L. 83-214
The law was also amended o require only that “gencrally comparable’ dis-
trricls be selectod for determining LCR.  This change reveals the diflicul-

ties already faced in selecting comparvable distriets. No standared pPlroce=

dure has cver been adopted for the selection of comparable districts

Twelve guidelines were provided as eritoria for scelection.  These were:

1. lagal elassification G. Pupil/tcacher ratio

rJl

sed valualtion per pupi

~]

2. Total number of pupils in
ADA in ADA

3. Cost per pupil in ADA . Ratio of assessocd valuation

a. Paid from teocal zource

to true valuation of proper

1

Lty

funds only 9. Tax rate levied on real prop-
. . oriy for school purposcs
b, Paid [rem all source,
Tunds v For current expuenses only
b Grade levels maintuined b.  For current expenses,

Percent of pupils trans-

poi |

) autlay
ported

=\)
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1O, Curriculua olfvred 12.  FHeonomice characteristiics, such
. S as industrial, residential, or
11. Teacher salary schodulo )
: agricul tural
It 18 clear that these are Ltoo genceral and too all-inclusive lu =crve as
bases [or selecting comparable districlis-=-probably no two districts in a

state would have the same values in all twelve criteria,

To avold these difficultios it was esiablished by SAVA* Bullctin 13
that LCR's could be determined by grouping districts in the stale and
applying the average LCR of the group. Tt wuas surgoested that, in gstatos
having more than several applicants, all =school districts in a state be

grouped according o

Lhe

following goncral procodure:

"Firs : Classify into scparate groups all school distriels which
are in the same logzual élaﬁﬁiflgatjun and/or which ..perate under
Lhe sane laws;

"Becond: Il necessary subdivide these groups so that all school
districis in a sroup operate the same grade levels:

Trhird: After the first and second steps arce completed, a further
subdivision may be necessary Lo avoeld extreme ranges in size
ol the school districts within any one proup; and

Fourth: A further subdivision may be necessary il diflerences in

degree of

urpani<zation and

ulther factors materially aftect the

puer pupil.”

laocal contribution rate and current expendilures

Bullet n 13 concluded with the hope that "local contribution ratces
cetablished by this process can be uscd for most applicants and that only
a-reiatively few unusual cases will require individual study.’

While the procoedures outlined in Bulletin 13 did not exclude the cvon-
tinucd usce ol former procodures, the determination of group rates within
cach statle was LlU'l”l& suggestiod.,  Thus, groups sove oo nd:lished as oa
substitute for individually determined local con’ L ateg, and Lhis
wis apparently done not the Commissioner with Lation of =state
and local educatiounal '1{:;'1'1‘:5:5 as sel forth in P.L. 3V4. but by the Offdico
ol Fducation field representutives and stale educational agenciecs. The
Commissioner later approved Lthe group rates. Supplement 1 to Bulletin 13

EEE S B

* SAFA--

-School Asszistan
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amplificd some of the aspectis ol the original bulletin and provicded that

(1) cvery district within a state (whether or nol eligiblc for P.I,. 874

funds) had to be in one group or another before group rales would receive
appraoval by the Commisgssionme and (2) applicant districets had to concur

ommended by the state ceducational agency.

in the group rates ro

Precisely how the concurvence of applicant districts in the use of

group rates was to be obtained was nol contained in Supplement 1 to Bul-

Ol fice of Kluecation to

Letin 13, but it became the policy of the U,S

concurrence unless a protest was lodged by a districet, Without

y Lherelore, group rates were accepled o use in a given statoe,
It is quite certain that many school districts failed to real ize the

impartance ol protesting against the use of ‘roup rate at that time,

relatively new and dis-

especially since the entive P.IL. 874 program

tricls were incesperienced in its aperation. Probably even more important
was the fact that neither Bulletin 13 nor its Supplement 1| was distributed
to individual school districts, and il is extremely doublful that thoy
woere fully acgquainted with its eontents,:

In using group rates, all local funds derived by school distric. s

in the groups are totaled and divided Ly their ave: ‘age daily attendance.

The resulting rate becomes the local contribution rate for all eligible
school districts two years hence. By grouping districts togethor, sub-
stantial disparitices in local contribution to schools belween dislriols
are averaged, 75pg,i thly since the 1953 amendment to D.I. 874, districts

1y .= 184 = iA . =
i) lnng-" have to be ‘most ¢ arly comparable but only generally compa-
rable.’ The result of this procedure is that districls with low LCR" 5

(relative to the group average) receive greater amounts for the-P.L. 874

program, and districts with high LCR's receive losser amounts Chan Lhey

would under the arviginal procedure.

At present, 19 staotes have group ratd stiructures, bt thore is ao

uniformity in the procedures used by the states in LsLabjiahllh Crolps .,

Seme stales have a two-clas

s

dichotomy, such as cily-counly; other states

but [ive stobtes each have onl

(it
L

-

i

have g multitude of classos

._J\

1
class.  An attempt at Qﬂli; orizing ilhe systems is p:v%cntél in Table 11.
Thig table shows that grade level, sizec of district, and legnl ¢lass of
district or eity form the major bases lor classilication. Nine ol the
19 =states have either u gingl ystem; bul Lhe diversity

than indicated by ithe

n--
i
=
p—
=
bl
—
]
=
~
i
L
e
i
i
¥4
r,

=
amony. the districts in the ot

count ol classes owing to the facl thal several of the district classes
have LCR's less than the minimum and thus all receive the same payment

per pupil (3(a)). For example, Minnesota has cight classecs, but since
five of the cla: s are paid on the basis of one-half the state education

ERIC | » .
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Tahlie 11

CATION OF GROUP RATE CATEGORIES BY STATE
FY 19641

.

"
&
w

fimel
-
J—
&

Numbor of G!”Ul}i‘%

‘hiss]

City 5

, Grade Hural= Other
Stiates . .

Ay i At &

Lovel Urhan Classificat ian i . i
Total State Ruat ional
Cost. Casl

”
e
&
(i

Ariiia
Caliternia X

e lawairs

e
e
i

Lowa
Ritlt=.is X X X X H

Moy Tand : o K

-
Eo
ol
s
i

Yinesata
M Hsouri x X+
Hobiraska X . 2
Noeeveala

New Jorsey X E

[
[d

Sew Mexico
morth Iikola 1
Oprepon . X % 8
Hauth Dakota
Trsii= . X 13 B
{iL:h

Washington X X -3 [ 1

[

Wiscinsin X

t Buburban groups scparatod.

y

T City=county dichotomy.

I
i

Bource; U8, Office «f Eduedlion, SAFA Ruotes (1963-64) Proacessing Policies and Procedures,

M & O-14,

ERIC
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expense, the number of difleront rates is rvoduced Lo four,  In genceal
the group rate structures in combinnlion with the provision for o owinimun

s in considerable cgunlivation oceurring within o skate with

pavment re

roegard Lo payments undor PLUILL &B74

The distribulion of entitled districis by ontion caployed 18 shown
in Table 12, Approximately hall the districts are fn o slates using grog )

vates, the other hall are provided the oplion of usine comparable dis-=

‘

tricts or receiving pavment at oo orate of one=hall the state or national

co=ts, 0 the diztricts provided with an ooption, hall cheose Lo receive

payment at the minimum vate and hall use comparvable districts,  This oveor-
dall distributil
states,  Thus, in 19 of the 30 states permitting option, 90 Lo 100% of

darable polariznlion within

on dispuisces, however, a
the districts elect either Lo receive payment at the minimum rate (this
was Lhe case in 1 stales)Y, orv uvse comparable districts {Lhis was tho
casc-in D ostales) Inoemly P ostoles is the existonse of an oprion really

meaningiul .

On a national bagis, districts that elect Lo receive paviment on the
baszis ol comparable districl LCR arve very dilfevent from those that eloct

alte oo national costs ol edueation per

Lo receive payvment at hall the
pupil (Table 13). The difforences are as would be expreted,  On the aver-
age, those selecling comparable districis have costs ol cducation %890
higher than those paid ot hall (he state or national average.  Their local
revenues per pupil arve about S170 poer pupil higher and their roceipts [rom
Lthe state and ledesal government arve $70 per pupil lower than the average
[or the others.  Sixty-nine percent ol their revenues are from local
sources, whercas the districts paid at halt the state ov natlonnl average
have only 37% ol revenues Lrom local sources. The median Lanmaly income

ol comparable district cleclors is almost 30% higher, a dilflerence ol

52,

nilicant wealth ditlTerences belween lhese two bypes ol districls,

A

200. All the othel sucroeconomic variables also refllect Uhe same HSiwe-

Part ol the difference between districls rellects geography, us there

cavy concventration ol digtricls receiving payment al hall the na-

is a h

tional costs in the South (Region 5) and a heavy concentration of dis-
triets selccling comparable districls in New England (Region 1), Data
wore adequate only for Kegions 2 agond 3 Lo test intraz vnal dillerences.

In Region 2 ecspecially, the same charactevistics emerpge, with avarage
dilflerences between the lwo kinds ol districts in Region 2 nsg groeat as

For the nation as a whole.

It may be concluded that the ability to elect hall the stute or

ol cducation tends Lo hglp low income and high state aid

national

districts,
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lrjicts

The Local Cont dbution Rute and Intradisiricl bguali

Intradistrict cqualization requives (hat Lhe local contribution rate
Tor payment nnder PoLo 871 be equal to the amount ol curivent oxpenses of
cducat ion covered by local revenues.  The conditions for equalizaltion arc,
in fact, more scvere than implicd by this definition, as will he explained

later (i.co., consideration must

nonproperty iax sourees, and

point, however., wo will

and the actual expenditures

For a =amplce of
the
I'ler

crifueation

tatul)

proximately 25%

caleculate the Jdi enge belweoen
(c)
all

Figure 6.

cxpenscs of

ol this analvsig {or states

fuency distribution in
combined
H-060 is

il eonsls

and separately

Cos s
the LCR
ol 10% o

Tor 19 bhus=cd

that 1lc

tipon

excocd

incrcuggd by an avevrage

[1rom
concentlnr

fram

approximately

Tone

paid wul ol

reventes lI'rom
Al this
LCR

yvoile,

be given to proportion ol

on rawv land).

property

ate on the relationship between the

local revenue sources in a wiven

districls (ap-

possible to

tled =chool

1,000 vnti
1959-60, it

the
the

vear 5 HE
ILCR

local

and Lhe proportion ol current

rosult

roevenue soclilces.,

I contained in Table 1 und shown as [re-
The results were analyzed Tor all dig-
by major option category. Since the LCR

¢l Lo lind
Costs

vVillrles

two years previously, we oxpe

by the change in the period. have

deh Lwo yvears.  The expericnce

however, from stale to state. {(Sce Table 15.) In faet. the time
not result in local costs excueding Lhe LCR.
The anulysis shows that for the median districet in 1959-60, (he LCR
excecded Lhe per pupil locual costs by approximately %10, desplite Lhe two-
vear time lay. The disporsion among districts considoerable, with 50%

ol the districis having payments

or exceeded costls by $100.

that either Lfell short of costs by $10

The distribution shown in Figure 6 has three .peaks, one at +%20, one
a1 48560, and once at +51 These three peaks which eorrespond with the

praks in vach ol three subpopul:

tricis using cach of the threeo

district option, anrd it shows

only somewhatl above zero.  This

rable distriet option reosults in

@ slipht upward bias, probably

tend to selcel comparable

# This was determined by

per pupil by the ratio of
revenues, This ratio includes

penses; thus some bius may

ma jor

A relatively

reflectin

districts in o

multiplying

local plus

alions represent the distribution for dis-

options. Option 6 is the comparable

normal distribution with a peak

indicules that on the average the compa-
L

rile @g
the

a paymeil gqual to local costs, with
L

fact that a

way Lo help

1the current expenses ol education
t

intermediate revenues to

t
revenues [or current and capital

chitoer.

]
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Table 14

DISTRIRUTION OF DIFFERENCES BETWEEN LCR AND 10CAL SHARE OF EXPENSES
BY OPTION, 1,057 DISTRICTS IN THE CONTINENTAL UNITED STATES

196G
Group Hates Minimum Rates

. jv}rrvalf . Twa ur AL % At § Cgmpar§§;g Tatal

ek = 1/A One More State National Dig,;“,‘i[él Districts
Group . B . I1CR
Groupsg Cost Cost

=208 Lo =200 1 G o 1 2 14

=199 tn =190 0 4] 1 0 g 1

=180 1 2 Y] 0 1 B

-170 ] 2 1 0 0 )

=160 Q 0 L] 0 1 1

=150 1 3 2 0 0 8

=i.1a 4] K 0 0 0 3

=140 1 5 # 1 i 1d

=120 i 2 1 0 2 6

=110 4] 7 1 a 0 ]

=100 g 1 4 0 1 10

=40 1 4 i 1 2 #

=80 1 1 1 0 i 10

=70 1 i 1 1 5 10

-60 1 y 2 1 11 24

=50 0 i 2 2 13 20

=40 2 g 4] 1 4] 24

=30 ] 13 2 [ 16 49

=20 1 1 1 5 18 39

=19t -10 i 13 @ Bl 17 38

=00 1] 0 i-1 2 B 20 10

1 Lu 10 3 20 6 2 20 50

1l 1o 20 i i5 i 7 a5 52

21 i 10 1 a B 10 27 4l

a1 Lo 10 3 i5 A o 15 1

It 5% } 19 T8 10 14 54

51 to &0 2 17 7 B 13 A7

4l to 70 5 24 2 17 7 85

71 to HO 3 20 1 10 11 17

[R¥] a0 i 1k 0 14 8 A5

91t 100 <] i7 1 17 5 14

01 to 110 7 9 2 19 3 40

111 ta 120 (9] 11 b 31 7 56

121 ta 130 1 5 1 29 1 17

131 te 140 3 4 2 31 4 44

141 1o 150 1 7 4 18 0 a0

151 te 180 4 & g 4 2 12

161 ta 170 8] 1 1 Q 2 1

171 to 180 2 o] 1 1] 1 3

181 1o 190 1 1 o] a 0 2

191 to 200 V] 1 0 a 1 2

201 o 210 3 1 3 0 3 13

Total 74 340 82 267 294 1,087

. ce of Edueation, SAFA application files, and "Survey of
School Finanses,' 1960, Stanford Research Institute.
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FIGURE 6
DISTRIBUTION OF DIFFERENCES BETWEEN LCR AND LOCAL SHARE
OF EXPENSES BY OPTION, FOR 1,057 DISTRICTS IN ALL STATES, 1960
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PERCENT OF CHANGE TN
1959-60 TO 1961=62, IN DECLINING ORDER
19606 to FY 1962

ry

able 15

PER PUPIL COST BY STATES,

North Carolina

kentucky

, 9%

i

New Hampshiro 9. 9%

Washington 9.9

Maine 19.1 Coloradeo 9.6
Wyaming 16,3 Vermont 9.5
Maryland 15,5 Florida 9.1
Missouri 15.0 Nﬁhra%kﬁ 9.1
Toxas 11.6 North Dakota 8.0
Minnesota 11,1 ITllinois 7.9
Georcia 13.8 South Carolina 7.8
Orepon 13.2 Oklahoma 7.6
Alaska 12.9 Pennsylvania 7.0
Calilornia 12,9 Idaho G.§
New Yorks* 12,7 Miehigan 6.8
Tennessec 12,5 Conneeticut 6,1
‘Wisconsin 12,23 Massachusetts ‘ 5.8
Nevada 12.2 Delaware 1.6
Kans 12,0 Touisiana 1,1
New Mexico 12,0 Arkansas 4,0
West Virginia 11.7 Utah 2.1
Virginia 11.2 Montana . . 0.8
Mississippi 11.1 Ohio 0.5
South Dakota 10,8 Alabama -2.9
Arizona 10.1 Iowa =3.3
Hawaii 10,0 District ol Columbia n.a
New Jersey 10,0

Rhode Tsland 10,4

ure: 7.8, Office of Educatian
the United State

Source: U.8. Office

Policies and P

of

Education,

j

0 '3!
tistics of State School Systems 1959-60,

¥
du1w‘, M&O=-1-1,
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The median distriet using this optioa has a difforence of about +520.
Option -1 is the group rate option in stales having nore than a single
aroup,  The distribution forf this group ol districts has a subpeak at
zore dilference, and a model peak wr #3560, with the median distriet hav-
ing a diflerence of #8335, Again, the two peaks have o rational explana-
tion. The lirst peak represcits the tendencieos in groups where tho group
Pale is the true loval costs ol the districts in the group, lowever,
there 15 g strong upward bias introduced by the fact that one~hall the
stule or nulional cozts may be o =ub=tiinied for the group rate, providing
LR in oxcoss of local costs for ot oor most of the distriets in ihe
oy,

Option 5 i= ene=hall the notional eosts ol cdueition.  This distri-

bution is =trongly skewed, with o model peak at $1200 0 The median dis-

trict using thi= option receives 5100 per pupil more thon its local costs.
The €trong upward bims in this group ol districts 1@ to-be cxpecled, since
it is uscd mostly in southern states, with low costs per pupil and a rela-

tively =small snare of costs borne by local revenue souvees,

wor beon made Tor 16 individual states [or which

DBisgtribut ions have

we have adequate sample daia. The vesnlts ave shown on Table 16,

There are four socthern states in the sample group==Alabuma,. Georvgin,
Tennessco., and Virginia, All four allow the comparable district option
and use once-hall (he national costs as the minimum rate. The table shows
the proportion of districtg using cach option, the proportion ol costs
borne by local revenues, and the median districts’ oxcess of LER over

local coasts,

Where the local agencies contribute significantly less than one-half

s tend te e Tow relative Lo the national avey-

the costs, and whiore o=
age., it will be found that all, or almost all districts in the stale will

cleet to reccive pavment ot one-hualf the notional average, and will re-

ceive piyment at rides substantiolly above their actnal local contribu-

tions. In Virignia, where costs arve somewhal higher thun in the other

southern states, amnd where local sourvecs ol rovenue constitute over
ol the total, a reasonable proportion of distriets olect to receive pay-
ment at comparable district rates, and the overall bonus puyment is much
smaller.

There are [ive northoern states in the sample group which permit use
of the comparable district option-=Connceticutl, Massachusetts, New York.
and Ohio. which use one-halfl the state cost as the minimum rate, and

Maine which uses one-hall the notional costs as the minimum rate,
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i Estimated PBroporvtien
| ) Using Option . i
1 Alale per S focal I feremie--
; it Capitn Gosts | - . Sharve of Modian
e shiate or Compatualile , .
1457-54 L l ) i District
Nat ional st riet
: (31 ]

Tiable 16

DIFFERENCE DBETWEEN 10CAL CONTRIBUTION RATE AND LOCAL COSTS
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In thesce states, the local goveromenl carvies o much highor propor-

Ltion ol the burden thun in the southorn =tates, and as o re=i1ll monst of

the districts in-the area use the comparable distriet option and receive
relatively snall bonuses=. il anyv. Only in une of the four stales are the
ecipenditures on cducat jon =wmall cnongh to qualily Tor use ol the one-halfl
nat tonal cost option; but cven here, the bonus 1= relatively =mall becmise
ol the high proporlion of local cosis Thus, in Maine & district would

have to have costs considerably below the national average Lo justily

switching tfrom compurable district to one=hall the national cosis,

The minimmm cost option represents o fur groater souree of bonus
(both in terms of the propovtion of distriet= able to wse the option and
in terms of the dollars per pupil of bonus) Lo the southern than Lo the
northern states, m;unl}_'. becau=e ol the smadller propoeivtion ol costs pro-

vided out of local revenues in the southern states,

A statle for which the data do not conform Lo the pattern notod above
is Oklahoms, Tt is a comparable district state using one=hall the national
¢ost 4% minimum rate, snd in which local reventes provide over 70% of total
costs,. Twentv-[live perecent of its «districts are paid at the minimum rate.

Both districts paid at minimum rates and those selecting comparable dis-

lui

tricts bonuses . averaging over $80 v district lor the me-

dian dis cach option. The 1957-58 costs per pupil of $263 and

the percent borne by local sources were similar 1o cosis and proportions

no obvious cxplunation as to why Oklahoma districts

in Maine. Thove

appeal’ lo receive such lorge bonuses,

states in the sample group that use group ratesg--Avi-
Ly

Texas, and Washingloi=-with

Zzona, California, New Jersey, South Dako

wide variations in diflferences among the 5;1'.;11.::5; Arizona am_l New Jersoy

i

are high cost siotes, with local revenuces providing the bhulk ol funds,
As a result, the groupimgs resull in 4 netting oul of the diffcerences,
wilh themaedian districet receiving a rate that matches itg actual local
costs . The bonus in California regults primarily from the fact that the

cmentary school districlz recoive pavment al one-halfl the stuate eost,

=
=1

1

lthough their actual local costs are considerebly pelow this ligure.
859-60, one-hull the state cost in Calilornia was $186, while the local
hare of current cxpenses (or elementary diztricets wos $136.  These lower
costs do nol reflect lower [{iscal ability, but simply the lower costs of

|
providing clementa us gpainst sceéondary education.

The large bonus to Texas districls results from the fact that most of
the groups receive payment at i the naticnal cost, while the LCR of

1 groups is much lower than L1115 figure. The bonus 1o Washingtion dis-
Ieots the fact that most of Lhe groups receive payment at one-

. Ltate cost, while the loeal distiriets gencrally hear considorably
Q ) A

g

]



O

ERIC

Aruitoxt provided by Eic:

less than one-hall the cost. 1t would appear that Souilh Dakota is able
lo sel o orate that provides bonuges to all disivicts in the State, the
explanution for which is not clear from the data.

Overall, there is a wide range of diflerences belween- Lhe LOR and
actua! locual costs, dmplyving that the median value for (Lo diffferonees

the Taet thot many districts receive mueh larger bonuscs, while

Lhe LCR is less than necessary

olthers receive nonc, and in om ny inst
Lo cover local costa. Part of the large veoviance reflocts e lnaccuracy

Uothut the locol rotio contains

of the sample data, part reflects the [ac

bolh current and capital rovenucs The daty sources have been checked

Tor many districts (especiolly in Culifornia and in Lthe coasc study dis-

tricts) and have been found to B substantially gceurate.  Much ol the

varianco reflecl the facl that the mothad of determining the LCR

does not result in oo paveoent rate very close to the actual currenl costs

of cducation provided from local reventes.

Twenty-Tive pereent of the entitled districts, located in 19 states,
have their local contribution rates determined on the busis of the ratoes

cloctod

ol @ selected list of comparoble districts. These districts are s
by the reeipient district with tho approval of the state board ol cduca-
tion. The usce ol a specilic set of comparable districts should bo expected

to result in LCR's celoscly approximatine the aciual local shares ol current
) 121 g

expenses in the district. As =hown in Table 11, however, th is a wide

‘E—*

diagrepancy between local contribution as paid under P, L S?I and local
shave of expenses actually incurred in districts using the comparable dis-
trict opltion. To help determine why these diser

tricis

several ol the distriet application files.

can be used lo show low dl%El“PﬂnLlé% arise. Twﬁ il%L ig g, Newton, Massa-

chusetts, and Arlington, Virginia. had underpayments; the other two dis-
tricts, Columbus, Ohio, and Warwick, Rhoo- Island, received overpiayments,
The information for these four district: and their selocted comparvable dis-

Ltricts for the year 1961=62 are shown in Table 17.

Newton, Massachusetts had 2 local eontribution rate almost identical
to the average for the five comparable districts. The underpaynent for
Newton represented the time lag of two years. The local contribution prate
for the comparable districts was F433, whercas Newton's actual local con-

tribution in 1961-62 was over $508; based on 1959-60 revenue

it was $435. The five comparable districis had varicd

which, on the average, were nol too lar Trom those of the recipient
district. The costs ol cducation per pup1l; the pupil/teacher ratio, and

Lthe grade levels taught werce similar. However, the size range in ADA was

smaller and the tax rales tended Lo be higher,

86
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The underpayment for Avlington results simply from the fact that there
Vi

ppear Lo be no comparable districls in Virginia, Table 17 shows that

=

only two districts appear on the list, both very diffcrent from Arlington

3

in size and cousts ol cducation., The average LCR is $40 less than Arling-

"
p

Lon's Two factors add to the underpayment: (1) the time lag, and
(2) the fact that the LCR of the nonfederal tor is considerubly higher

number of federally

than for the district as 4 whole, because of

connected families. The total underpayment for Avlingtlon is about %150
per 3(a) foderal pupil,
Columbus, Ohio, reecives a substantial overpayment bv being able Lo

use as comparable districts those thal are similar in stideture. but have

consistentiy higher expenditures on education and local share of cxponses
per pupil. The 568 advantage in local contribution rate is reduced Lo
about $50 by the added costs due to the time lag. It is probably true,
however, that the districts selected would be part of any reasonably con-
structed group that would include Columbus. Thus, Columbus may alwavs

receive a bonus because of its low expenditures on education.

The basts for scelecting the group of districts listed us compiavable
with Warwick, Fhode Island, is not evident. They repre

of district, dilferent types of community, different

T

sent different

sizes and o las

grade levels, diflerent assessment ratios, and dilforent tax roles. The

only characteristics they have in common is that they are all in Rhode

Islund, and have consistently higher expenditures on cducation and locul

contribution rates than Warwick. As a resullt Warwick bonus

of 313 per federal pupil.

The Payment Ratio for tion 3(h) Pupils

P.L. 874 provides that o pupil who either lives on federal proporiy,
or whose puarent works on f[ederal property, receives payment at one=half
the rate established for o pupil who mects bolh criteria for entitlewent.
The ratio of one-half is based upon the hypothesis that places ol resi-
dence and places of work cach contribute one-hall of the property taxes
paid to local school districts. It must be noted thot the fafty=fafty
5plit does not relate either to total reovenucs or to total properiy tax
revenues; hut to a partion of cuch., Thus, taxes derived [rom nonproperty
sources arc assumed to be available to all pupils in egual per pupil
amounts, and do not enter the poayment formula. The same is true ol prop-
erty taxes on lands that are not cssentially residences or places of work.
Using the stalewide dota for 1961, published in the Census of Government,
an average value [or the ratio of residential to place of work property
age payment ratio {for 3(b)1

values is 55715, indicaling a national avel

88
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pupils of .55. and for 3(b)2 pupils of .15. Howcver, as Labovitz points

oul, the national average is nol very weaningful Yor o loaw that is in=
tended Lo mect the umrllLuuH cxisting 1in individual school distriets.

The distribution ol payment ratios for the 54 districis is shown in
Table 18. The
though the average payment ratio for all districts is .45, the applica-

onclusion 1o be reoached (rom thiz table is thot, ovoen

‘r"l

tion of such a ratie to all districts would result in most distriects hav-
ing 4 paymenit ratio applied that was cithet mich Loo generous oi much too

niggardly.

The above [inding suggests that cach district should be paid on ils
(&

own payment ratio, and that this ratio would dilfer widely among districis.
The determination of a paynent ratio for a district is far more complex

than indicated by the ratio ol residential Lo commérecial properiyv. The
propoer payvment ratio is nol one Lhat represents simply the average ratio
of residential to commercial proporty in the districet; rather it is onc

that truly captures the contribution to local resources of [ederally con-

coted families. The ratio of residential to commercial property accom=
plishes this task only if the lederal families have housing whieh, on the

average, is identicul in vilue to housing of nonfederal families, have

families that in size and age distribution are the sume as nonflederal

lics, have Lhe same tendency Lo send their children to public schools,
and have working members in the same proportion as do nonfederal famities.
If thesc characteristies arve different [or federval and nonflederal families,
then the payment ratio basod only on the ratio of residential te commor-

clal property neceds Lo be adjusted.

Within the scope of Lhis study, a thorough examination ol thesc char-

aclevistics could be made only on a case study basis. 1t was made for

the Salina, Kangsas, school district.  (Sce Volume I1.) 0 The procedurcs re-
guired to delcermine aceurately the payment ratio in a distriel are complex
and they differ, depending upon the amount of data and data sources avail-
able in the community. A complete statement of the sampling proccdurc
that may be lollowed is conltained in Appendix A, The vesults in the Salina
study indicote Lhat such progedure 15 negessary, as there is covidence in
Sulina that housing values por [amily and public school pupils per Lamily
can he very different as belween federally connected and nonfederally
conneceted familics. In the Saling study, it was found that Lhe average
value per residence for federal families was only 756% of that for nonfed-

cral familics, and thut the number ol publice school pupils por residence

#  Lubovitz, op. cil.




Table 18

3(b) PAYMENT RATIOS FOR 54 DISYRICT
FY 1960
Numbei of
Intervals ‘Districts

0 to ,049 0
050 to ,099 0
100 to ,149 i
150 to .199 4
200 to 249 1
250 to ,299 0
300 to ,349 7
350 to ,399 13
.100 to 449 5
150 {o ,199 6
500 to .549 7
550 to .599 6
GO0 to .G49 2
650 to .699 0
700 to .749 2
750 to 799 0
Total - 54

Source: Appendix I, Cel, 17,
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I" ]

was .67 for federal and .56 [or n

ederal families. Adjusting the pay=
ment ratieo that was derived Simply in terms of residential and commeireial

the payment ratio from .45 (hased on residences

property values, cha

il
] =
e
L]
.
-

being 55% of the tot:

.67. The adjustments for differences in popu-
lation characteristic t in a 50% increase in the 3(b) payment ratio
for Salina, Kansas.

Salina is typical of a large number of entitled school distr 1Et5, in
that it derives its entitlement from a neighboring military basc, naj
hilling Air Forece Base. In 1962, the Of{fice of Education repgrted Lhat

{ total entitlements are derived from military properties. Many of
these are not military bases, however, and Lhe exact proportion that would

be like the Salina case is not known. The proportion is sufficiently
]

large, however, to indieate that a lgrg number of digtrictls
i )

11)1 in which it was found that fedecrally connected families

b
—
fas
ol

=
L
<
e
=
[y
=
b

plﬁhabl" have slipghtly higher average property values per houschold than
do nomcderally connected families. In conclusion, it must be said that
only individual district surveys will conclusively determine the proper

3(b) payment ratio to apply.

Even without the corveetions on the payment ratio for differences in
population characteristics, the proper payment ratio is only approximately
Qqual to the ratio of commercial to residential property values., The pro-
per payment ratio derives from the formula for the calculalion ol Fg.

The contribution to local revenues

=

‘om federally connected families

I
te F, is determined as follows:

as given in the formula to calcula e
Li = L' x}:i; —_— I\j(l,),,
Vv Ny + N dfb) ,

where L is total local reo: nues from residential and commercial properties,

Vi/V ig the ratio of residential to residential plus commercial property
values; and N3(p) / ( Nn + Ng(b)) ig the ratio of 3(b) ADA io Lhe
total ADA, less 3(a) ADA. - :

The proper payment ratio i given by the following formulation:

Lifhs(b)

ey
e
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Letting R = the ratio of residential to total residentisl and commercial

property values (Vy/V), and letting P = the ratio of 3(b) pupils to the
sum of nonfederal and 3(b) pupils, the formula for the pavment ratio
reduces to the following:
: T . 1-p
Payment Ratio = 1 - R —_—
' : - RP

If P is very small, the payment ratio will not differ greatly from 1 - R
as the ratio (1 ~P )/ (1~ RP ) will approach unity. Iowever, if P
i

is large, i.e., there

1

is a large propertion of federally connected 3(b)
pupils in the school population, then this ratio will beeome signilicantly
smaller than unity, and the payment ratio will rise above that of residen-
tial to total property values,

The Brevard County case study (Volume I1) indicates the way in which

this operates. In Brevard County, B is about £, and P is about % thus
P ) ; )

21

the payment ratio iz as follows:

Payment Ratio = 1 -

]

I
S

Tl
()
piafe)

i
—

!
i
o
Al

1
2

I

Thus, with residential property representing two-thirds of the total in
Brevard County, the proper payment ratio for 3(b) pupils is one-=half,
not one-third. That this is <o, can be demonstrated by a simple exanple.
A hypothetiecal district comprises two families, one federal and one non-
lfederal, each living in a house valued at $100. The nonfederal worker
works on a picce of property valued at $100. Thus, Lhe total asscsscd
value of the distriet is $300, two-thirds of which is residential and
one-third commercial. 1In this siluation, the nonfederal family is con-
tributing $200 to assessed value--onc-half Trom their house and one-half
Irom the place of work, while the federval family contributes only the
$100 for the house. Thus, the lederal family contributes one-half as
much as the nonfederal family, requiring a payment ratio under P,L. 874
of one-hall to ecrecate intradistrict cquality. If no other correction is
made to account for differences in population characteristics, it is at
least necessary to correct the payment rstio for the relative importance

of 3(h) families in Lhe district population,
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The Location of the Facility--Inside or Outside the Recipient District

As reported by the Office of Education in 1962, 57% of the 1,600,000
pupils entitled under Section 3(b) of P,L., 874 have their entitlement
based on parents who work outside the district of residence. It has heen
claimed that such entitlement is not justified by the premise of P.I.. 874,
The basis for excluding the 3(b) '"outs” is that the recipient district
would receive no tax revenues from the places of business even if they
were private, since they are not located inside the school district. The
justification for exclusion rests on the acceptance of the "in-lieu-of-
tax" principle as the basls for P.L. 874. As pointed out in Chapter 3,
we have IEJéLtEd this prln;;ple on the ground that it is both administra-

If the c¢riterion suggested in this study is applied, payment would
be made for 3(b) "outs" only to the extent that out-commuting to work is
atypical of the general pattern in the community. Thus, if all the non-
federally connected workers out-commute, resulting in residences providing
all the tax revenues, then the ''burden” imposed by further out-commuting
is nil (Fg is zero) and no payment should be made. However, if this is a
community in which out-commuting is not typical, then places of work do
typically contribute to the tax revenues, and out-commuting lo federal
jobs creates a "burden’” and should be compensated. In other words, the
justification problem is resolved by having the 3(b) payment ratio gov=

erned by the average ratio exising in each recipient district,

The characteristics of the school districts in which more than half
the entitlement was based on facilities oulside the school districti were
compared to those of school districts in which less-than half the entitle-
ment was go based, (See Table 19.)

Districts in our sample with a high percent of entitlement bascd on

out=commuting tended to have the following characteristics:

1. Slightly higher instruction costs as a percent ol total current

expenses
2., S8lightly higher pupil/teacher ratio

3. Considerably higher local and intermediate revenues per ADA

onsiderably lower state and federal revenues per ADA

W
(]

5, Considerably higher proportion of revenues [rom local sources

93
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6. Somewhat higher median family incomes

7. Considerably higher population densiiy per squire mile

(e’

Considerably higher percent of pupils in nenpublic schools
9. Somewhat higher median years of adult education
10, Somewhat higher proportion of families with incomes over 510,000

11. Slightly lower percent of papulation under 18 yoars

-
]

Considerably’ lower proportion of nonwhile residents

13. Considerably lower proportion of population moved into disirict

in last five years
14. Slightly higher beginning teacher silaries

It would appear that districts with a large proportion of out-commut-
ing are wealthier districts, with an older more stable pepulation,; than
districts in which the facilities tend to local=s, Thesc districts, how-
ever, do not necessarily spend more on education. If tihe prggedﬁrés sug-
gested in this report with regurd to paynent ratios lor 3(b) pupils are
adopted, the districts with a large proportion of out-commuting entitle-
ment would probably receive less entitlement than gurrently.> The high
local effort of these districts is indicative of a higher locnl tax base.

Some of the differences that appear as differcnces between districts
owing to the location of facilities may in fact reflect other character-
isties. A very important characteristic is regional distribution. The

act that districts with g higher proportion of "outs” are relatively

=

more concenirated in the wealthier northeastern regions of the country

may account for part of the income differential., (Note: Regions 1, 2,
and 3 have approximately 30% of the entitled districts, and 40% of the
districts with more than 50% "outs.') On the other hand, districts with

a large proporiion of out-commutiing lederal workers in Regions 3, 4, 5, 7,
and 8 spend somewhat more on education than do districts in those regions
with little out-commuting. These differences, however, do not test ns
being signilicant nationally. The sirongest characteristic is state and
federal funds per ADA. Districts wilh a high proportion of "ins'" receive
between #33 per pupil in Region 5 to %106 per pupil in Region 7 more than
do districts with a high proportion of "ouls.'" This would appear to indi-
cate that districts with the federal facility inside the district have a
lower tax base and thus receive more state aid. This reflects in lower

lovnl revenues per pupil in 5 of 1he 8 regions.

"
iy}
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Entitlement under Secllon 4, P,L. 874*

- : o = i T E 3 =1 2 i s e & = £ _ ] . “,,, i - 3
Section 4 of P.IL. 874 deals with burdens frising from sudden and
substantinl increases in.attendonce. ' The major mechanism involved hore

is a special Section 4 contribution rate, To be e¢ligible for Section 4

entitlement, a district must show that

1. It has incurred an increase of federally connected pupils which
amormils to at least 5% of its prior year's nonfederally
enrollment., (Note that this test of eligibilit
to meet as n district's proportion of federal

increases.)

2. Federal activity has placed upon it "a substantial and contin-
uing financial burden.”

3. It "is making a JES%DHSHIE tax effort and is exercising due
diligence”,..but is "unable to secure sufficient funds to meet
the increased educational costs invelved, "

A districlt may electl to vount a given year's increase of federally con-
necied pupils ns either Section 41 or Section 3 In the lollowing vear,
the prior year's fe ederally connected pupils who were counted under Sec—
tion 4 may ngain be counted under Section 4; however, such "second year”
eligibility is puid at only one-hall the Section 4 rate. A district may
also elect to count second-year pupils under Section 3, bul at no time

may a pupil count toward more than one of these two sections of the law.

While Section 4 has been important to individual sthool

C districts,
it has never been a major factor in the totnl national P.L. 874 exper-
lence. During the [irst five years of the law, assistance was give Y

increases encountered before enactment of the law ClQSDJE Subsequent to
1955, eligibility has been determined substantially as shown above. In

the past decade, Section 4 payments have been only a small fraction of
total P.L. 874 payments; in 19?3, they were less than 1%. NEVEIihElEEEi

from time 1o time a given distr

part of ii% federal nssistance. In thﬁ case of Erpvard County Tor Eiﬁmpl
its Section 4 entitlement constituted 40% of its total P.L. 874 funds in

1964; in turn, Brevard’s Section 4 entitlement represented more than half
the total national Section 4 entitlements for that vear,

The intent of Section 4--to nssist in the problems arising from
LA _ . 1] s R 1 N
sudden and substantial inereases in attendance --ig rensonably clear.
Yet the nature, amount, and burden of these problems is elusive; certainly
the law does not define how the second test of Ellglblllt} is

1o
mined. It may be inferred that in the early yenrs ol the law' (1950-55),

be deter-

* by William N, Broswick
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the purpose of Section 4 was to permit dislricts to solve problems aris-

ing from increases experienced prior to enactment ol the law, in a way
that Section 3 could notl provide. Section 3's two-year time lag alone

prevented P,L. 874 from giving complete cost coverage in a situation of

rising school costs and enrollments; for some districts, the 50% rule for

3(h) students might have caused an additional disparity between actual

costs and federal assistance,

But in the form ol the problem which Section 4 is
ome much less clear., It is necessary to inquire

nerease in

i
—

what exacily are iuc¢ burdens that arise from a substantial

Tederally connec¢ted v rollment. In answering that guestion, one must be
rectly, or

L
sure to exclude any bhirdens that Section 3 either addresses di
inherently declines to zover (i.e., was never intended to cover Thus,

if it is proposed that Section 4 accounts for the time-lag disparity

between actual costs and assistance available under Section 3, it must be
ection 3. And

observed that the time-lag disparity is an inherent gap in Se
el the purpose of Section 4, then why not label it

if gap coverage is inde
as such, for every district has been experiecncing rvising school costs, and
every flederally affccted district has been encountering such a gap. Yot
from ingreasing federal

Section 4 specilically focuses on burdens arising

enrollments ’

An opportunity to examine the ramifications ol Section 4 was av rail-=
able in the case study of Brevard County. Based on that examination (see
Volume II), the following conclusions regarvding Scction 4 ave olfered:

1. The only burden that might be directly attributed Lo an increase

of federally connccted Enrgllmént is a possible [inancing-cost

L
burden--the cost of borrowing suffieient funds to cover the gap

between actual school costs and Section 3 payments.

2, The real cost (not financing cost) burden represented by such a
gap arises from an inherent feature of Section 3, and is not
logically assignable to a fedcrul enroliment increasc.

3. Such burdens as might be attributed to enrollment increases arve
highly indeterminate. They may be shown to bhe part of the gen=
eral problem of a local district in adjusting its school finances
to account for the presence of a federal activity. As such, It
is a problem of degree, not kind, and this may be said to apply
aven Lo financis costs,

4. The precision with which Section 4 entil wnt rates

st with Lhe indeterminate nature of the bhurden

is in marked contr

which they are intended to cover, as the law is currently appl iec

[a]
=~
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5. The general problem of rapidity o!f growth (in federal enrollment)

per se does not appear Lo be a major problem in regard to lederal

ivity. On the other hand, the gencral problem of rising
school cosis per pupil is indeed a major problem for virtually
all school districts. But as presently written, P.L. H74 does

not address this problem insofar as it concerns lederally allecte

districets. Section 4 does bear upon the problem of rising costs,
{

but it does so only indirvectly. ite intent and tests of elipgi-

bility focus upon an actually different problem, namely, the

rapidity ol growth in federal envollment.

fligih {

bility Requ 1umunlv‘fg* Entitlement under Section 3, P.L. 87

In order to be eligible for P L. 874 payments, a school distriet must
11

have (1) at least 10 lederally connected pupils in average daily attendanc

and (2) they must represent at least 3% of the total ADA in the district.

However, Section 3(c¢)(3) of P.L. 874 requires that large school districts

must demonstrate substantially.greater lederal inpact te be eligible
for P.L. 874 payments. Specifically, diztriets in which ADA was 35,000
or more a3 of a specified date are required to show that at least 6% of

ADA was based on

=]
their ADA were federally counected pupiis. o
the fiscal vear ending June 30, 1939, 5ubgeauently the law was amended to
the fiscal year ending June 30, 1957, with the proviso that the new date

would not apply 1o those districts that had establisliad eligibility under

the 3% rule but had subsequently grown to exceed 35,000 pupils in ADA.

crreumstunce:s that would make

In exceptienal circumsta

the application of the 3% reguivoement insguitable and would delfoat the
Pl g

m:g

ra?

may waive the 3% rule, e may not,

purposes of the law},

hawever, waive the 6% requirement for jarge schoel districts

Eligibility and Abs,

rption

The basic reﬁuirements for eligibility-—the 10 ABA minimum and 3%
rule--were based on the premise that every =school district should be able
to absorb small numbers of federally corneclted pupils without hardship.
hment ol these minimum reguirements avoided the

In addition, the I3

rf’_'(

rgtablis
tremendous and costly adminiztrative burden of paying small amounts of
money to thousands ol achool distriets throughout the country.
For the large =chool districts, one of the bas provisions of
P.L. 874 as LL was orig: njlj} enacred required qualilying districts with
more than 35,000 ADA to absorlk the lirst 3% ol their federnlly connected

* By Keith E, Duke,

bt}
g

d

2



Students; P.L. 871 paym&an Lo Lhese districls were made only on, Lthe bhasis
of the numbers of federally connectod students in excess of 3% in the
school districet. This provisiun, however, wa inated from the law by

z elim
the 1958 amendment that shifted the basc year for large districts from
FY 1939 to FY 1957.

For both gmall and large distric

,..
]
—
"
[x3
fury
e
gl

oncept of absorption scems

to have been an important concept undéijing eligibility requivements.

The dilfering requirements foir lavge and small districts were alseo based
on beliefs in their differing abilities to absorb federally counected
students without hardship, (See, also, subsequent section on justifica-

tion for the 6% rule.) However, Exc@pt Lor the large districts prior fo
FY 1958, the absorption concept has heen appliéd only to nengualifving
digtricts. All nonqualifying districts must absorb up to 3% of their ADA
(large districts, as defined in the law, up to 6%) without payment, while
tricets are paid for all federal

gqualifying dis 1y connected students. This

MU‘

situation creates two important lines of discontinuity=--one between thosc

of

districts with slightly less than 3% {cdel Slly connected ADA that receivi
no P.L. 874 funds and those
connected ADA that receive funds for all eligible pupils: and the other

nd more 1mpﬂrtantQ between Lhuse large districts with slightly lessz than

i3

i;ﬁerLt% with slightly move than 3% Tederally

l""m

E? federally comnected ADA that receive no funds and those large districts
with slightly more than 6% federally cohnected ADA that receive P.L. 874

funds for all (at least 2,100) eligible pupils. A more equitable program

would be to require all districels- or noneligible, large or

1 =
small--to absorb the same percentage of federal studenis before federal
payments were made.

An absorption requirement basgsed on a certain percentage ot all fed=

\r:h

1r2lly conndeted pupils would, however, still allow some ineguilies to

remain since the burden placed on riven school dislrict is clearly dif-

o)
[1iys}

ferent for 3(a) and 3(b) pupilzs. The district that had to absorb the same
percentage of 3(a) pupils as another district with only 3(b) pupils would
¢learly be placed under a heavier burden. MGIEuver, because some 3(a)

pupils do noet live on tax cxempt properties (i.c., pupils with a parent
on active duty with one of the uniformed services—--the Public Health Ser-
he Armed Services (Army,

i

vices and Coast and Geodedie Survey as well as.
Navy, Air Force, Marine Corps, and Coast Guard) the distinction between

t

C,

3Ca) and 3(b) pupils in terms of burden placed on the local apgency i I

=

always a valid one. The most equitable solution would be te wmaintain an
absorption requirement, rather thuin an eligibility requirvement, that would
weight fedorally connected students differentially based on their share of

Lthe burden placed on the local educational agency.

ERIC
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This finding does not imply that the prezent 3% Ellglbll;iy require-
ment is optimal. In fact, if the abﬁozpilai principle is adopted and if
3(b) pupilis are not counted zs full pup;ls, Lthen retaining the 3% require-
ment would 5ubﬁtantiglly re ducé the entitlements to a majority of dis-

tricts,

Justification for the 6% Ru

ted first into the construction

t a
15) as a means of bringing into harmony two dif-=
1

ering versions of th ill. 1o cthe ?Dlstru:f13h ki1l passed by the
Senate in 1949, construetion gran.s were to be pr@partlanite to the fed-

ity," and no mention was made of the size of the scheol
=] ze varsion excluded from benefits any school
f 35,000 or more in FY 1950 on the basis that:
". . . in these very large communities, on the whole, the

Tederal activity did not conztitute

]
Pt

great a proporiion

total activitie

G
i

of the community' a spe-

3
cial problem of absorption and that; moreover, these large
E

m

communities h enerally been able to realize corre-

av
gponding benefi

ts from the increased businezs activiuy
resulting from federal activity, something that smaller
(AL

communiti have not generally been able Lo do.

In working out a compromize that wouid be acceptable to both Houses, gome
of the lsrger districts were put on the same basis as the smaller ones by
te {FY 1939}, the 6% rulc was
grge diztricts some construction aid
ent rulez of eligibility. Then

into ihe construction program

S@ ; ingerted similar provisions in the
current-expense legislation (P.L., 874), even though neither the Senate nor
the Housc verszion of this bill had originally included such a distinction
between large and small dlglrlgl5,+ The 6% provision in P.L. 874 made the
two laws comparable in their treatment of the large districts, hut it
seems clear that the distinction made between large and zmall distriets

* 8lst Congre=zs, lst Session, House Report 2810, 96 Congressional Record,
Part 10, 13046,
T Labovitz, op. ¢il., p. 39,




was on the basis of theiv presumed abililies to absorb new students, and
not on the hasis of their abilitics to pay lor current vosts ol educaling

federally connected pupils

Another reason for the distinction between targe and small districts
in P,L. 874 was a practical one. [L was realized that the program would
he costly, and a practical means of limiting necessary appropriations wss

to place additional restrictions on the large districts which would

. o A , . . . *
receive substantial entitlements il they could qualify.

Practical reasons, moreover, have undoubtedly boen among those for
retaining the 6% provision in spite of continued heprings and re-examination
ol various provision. of P.L. 874 over the past 15 years, In July 1961,
the U,8. Commissioner of Education estimated that reducing the 6% require-
ment Lo 5% would result in an approximate 55 million irncrease in the c¢nst
ol the program. The increased cost of further reducing the figure to 3%
was not estimated, but might be several million dollars morve.

The aother major justification for continuing the distinction between
large and small distriets is the beliel that the larpge cities were
wealthier and could more ably assume the costs incident to providing frec
cducation than could smaller school districts., Other possible justilica-
tions might be that demands [or educational services were relatively

smaller in large cities than in other districts, that costs were lower,

or ‘Lthat major cconomies of secale could be realized in the larger districts
that were not possible in the smaller districts, These will be examined,

briefly, in subsequent paragraphs.

ar
7

Identiflication of Large Districts Falling under the 6%

Rule

As of TY 1963 there were 86 "large diatricts (e.g., had an ADA of
35,000 or more), but only about half of these (d41) were lar re’’ according
to the P.L. 874 definition of the term. Thirty-eight districts fell under
the 6% rule because their ADA exceeded 35,000 in FY 1839; thr
fell under the rule beciuse their ADA cxceeded 35,000 in FY 1957 and Lhey
had not been able to qualily for P.L., 871 entitlement prier to FY 1958,

ee aolthers

* See, for example, 88th Cunglé%' 2nd Session, Broadening School Assis=
. "

tance to Federally Aflected Areas, Hearings 1
committee on Education and Labor on H.R. 101589, Ju
O
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[t is quogsticnable whether the Lh
distinguishes between large and small
of 35,000 based on a prewar date, I
many of the distriets that had less t
FY 1939 now exceed this threshold by

of

ordaer

ally much larger in terms present

6% districts, Howeved in Loy o

distinctions bewween Iarge and small

section, 1
the

sequent paragraph= ofl this

under the 6% rule, no motter whalt

Finnnviaol Abiliti

hreshold of 35,000 ADA suf ficiently

districts, especialliy a throshold

will be noled from the table that

han the designated 35,000 ADA in

a considerable margin and are actu-

nririnal
F.IL.

seicd,

fhe l1a rEo
571

in

ADA ol

nalyvyoc

than
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have
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fall
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arge digtricis are those that

Lr presoni ADA,

meggsure o
ir

There 1s no one single

tlig
ol

taxable

applied equitably to all school

the

by

inancial support

valuation of
Table 20

and

¢, Lhe [3res

shows the tatal va
by the U.S.

relative to
In

than

ity.

mined locally Bureau

ol these properties

rule. esgentially eve

under the 6%

substantially higher the average
reated,
Lthe state having
00 ADA but
valuation
Lo

However, there are also

higher valuati
fo

not considered
ADA
tion

‘:l

large
most la
per ADA

]jr(ujﬂl‘t}' per in

ing relative the valua

located,

In addition to generally higher

=)

—

arg

uesg other than Laxes

distr

From ' 1

m
o

W

sourcaces

icgtsg in
Ch
15

lo other school

o~

m

ever~=including Boston,
Citv, San Fran
property taxes,

1 dgo,
York and 1 co

from

e

o m

Assessed valuation usually prese
an othe

8,

\M

in large cities il

-

value

r"- -
Ll

Iz

h\

Tersnces in assessment

i

ice
3=

I..ﬂ«

55
11

ges of properties to be

Il
|U‘

"'_’]\

a
rate of true (or market} ue
frequently greatly overstated,

O 102

ERIC

Aruitoxt provided by Eic:

ADA in

many

a

€

school districtls also dervive higher

y-—derive 99%

ed and other
at which properties are

"Compare firs

[ can he

icts,

fimancial ability that
ol the local

properiy

Sinece most rev-

hools is derived {rom Ltaxes,

o f

(as deoter-

perties is a major indicator

lue of taxable properties

ol the Census) and assessed valuation

sLrl

valuantion

those school dis icts

instance,
the

ry
for state in which
insﬁarceg aof other
of them with
of P.I.

districts

LONE, so0me

a1

the purposes

LS

u!”

rge school
in the states in which

ADA
local

ss valuations per many

ercentages of their rev=

—
i

and personal praopertics than

Many of the largest, how-=

New

-

aor ‘evenues

ents a highe

areas, part
parﬁially beecau
factors,

t two colu



Table 20

FULL VALUATION AND ASBESSED VALUATION PER ADA
IN DISTRICTS UNDER THE 6 PERCENT RULE
FY 1860

Full Value Full Valua Asscsgod

Diztrict per ADA nper ADA Value
(leal) {census) per ADA

Rirmingham, Ala. B67,100 567,100 £16G.,30N
Los Angeles, Calif. 15,800 51,400 11.100
Oakland, Califl, 441,800 Ga2,700 11,300
San Francliseo, Calif, G7,000 138,800 16, 500
Denver, Colo. 16,500 53.000 15,000
Dade Co., Fla. 29,100 32,1400 13,700
Atlanta, Ga. 30,500 69,300 - 12,300
Hawaii 19 27,100 13,800
Chieags. T11, 57 72,500 25,700
Indianapolis, Ind. :10) 13,200 §,200
Des Moines, Iowa 26, 26,300 5,700
Louisville, Ky 39, 12,800 13,500
Orlean: Parish, La 17 AH, 600 12,100
Baltimsre, Md, 33 31,700 21,100
Boszton, Mass, 28 54,000 18,700
Detroit, Mich, 39, 16,000 18,700
Minne.apolis, Minn. 1 G4 ,500 6,500
5t. Paiul, Minn. 59,200 73,000 6,600
Kansas City, Mo, 52, 500 51,200 13,100
St. Louis, Mo, 53,700 51,300 18,300
Newark, N.J. 25,100 27,1006 12,100
Buffalo, N.Y,. 36,600 57,100 18,300
New York City, N.Y. 35,200 61,200 28,000
Roctester, N.Y. 10,400 47,000 18,600
Akron, Ohio ] 47,300 16,800
Cincinnati, Ohio 59,800 25,900
Cleveland, Ohio 21,500
Columbus, Ohio 17,300
Tolzdo, Ohio 20,100
Portland, Ore, 12,900
Philadelphia, Pa. 18,500
Pittsburgh, Pa. = - 13,300
Providence, R.I. a8, 700
Memphis, Tenn. O ) ( 8,800
Dallas, Texas 46,400 46,100 20,900
Houston, Texas 45,800 45,800 14,700
Ealt Lake City, Utah 28,300 46,900 7,100
Zeattle, Wash, 50,100 67,600 8,400
Milwaukee, Wis. 42,800 46,500 22,500

Scurce: H., Thomuas James, unpublished data.
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Many factors, in addition to local revenues [rom other sources, tend
to reduce the desirability of using property valuation as an effectivae

index to a school district's financial ability, Chief among these aro;
(1) the differential demands oof other I1ncgl governmental unitg upon Lhe
same tax base, (2) restrictions on a district’s access Lo loeal revenue

1
fdevived from the properiy tax base or elsewhere), and (3) differential

avoess Lo revenues from other than local sources., For the large citics
falling under the 6% cligibility regulirement for P.L., 871 funds, all three
ol these Tactors tend Lo reduce their abilities relative to other disg=-

tricts.,

PDomands by municipal and other local governmenl agencies are pgen-
A i 21 B L)

iy

zrally higher in large cities than in suburban or other areas and this

tends to reduce the amount of {funds nilable tn school districis from

v

”4' .JF.(

i
taxes on real and personal property For cxumple, a recent study of
achool Tinancing in Peoennsylvania lmund that only 30% of local funds raisecd
from taxation in Philadelphia and Pittsburgh went to the school districts
funds in suburban

ol these two large cities, whereas 70% of the loca

1 1
[irst cluss Ltownships went Lo the publiuv schools of these areas. Because
ol this, the effective property value p: » pupil available for school tlaxes
8]

in large c¢ities was considerably below that ol suburban areas, even though
(Sc

m

1
market values ol properties were higher in the large citics, e

Table 21.)

Access to locval revenue from property and other taxes is usually more
restrictive in large city districis than in others, and in many states, a
completely separate body of laws applies only to large school districls--
frequently the one or twa largesi in the state. In 9 of the 14 largest
city school dlEt“LELﬁ,f Tor example, restrictions on tax levies are more
severe than those applicable smaller distlricis within the state. In

cities, local schfﬂ' y no authority to control

o
[
=
]

taxes requires approval by

J“

school revenues, and any

Lhe state legislature, schoul boards in smaller dis-

ter latitude in raising reve-

tricts within the same state

v
nue without action by state iéglslatures.

* Necesgsary expenditures for health and welfare services, public safety
int

and traffiec control, s aygrounds, museums
and libraries, and other 11y miich higher
in large cities are
t Beston, Buffalo, Chicago, Hnustun, Mxlwzuhuu, New York City, Phila-
[}

delphiu, Pittsbhurgl
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FY 1962

DBISTRICT OFERATIONS

Urbun, oxel,

Pitisburgh, amd scranton

Suburban boroughs
beperpghs

Rural

Suburtian first class
Lownsin ps
Rural first elagss

townghins

suburban sccond c¢lass
townships
Rural sccond eclass

townzhips
Coal region
Philadelphia

Fittsburgh

Seranton

Philadelphia,

Mudiun Markot
Value, Taxabloe
Real Property

por Pupit (K=12)

S hac ]
Diztrict

Tax As

Effective
Property
Availabtic

for Bchool

Tax pur Pupil

Medran Staty
Subizidy
per Pujpl

{lesz cupital)

H1d, 084 310 % 9, 2151
15,287 61 0,415, 07 162
10,118 59 6,161,432 =00
18,156 70 12,709. 20 150
12,135 66 %,009. 10 188
12,187 71 &, 659, HT 210

7,730 73 5,612, 90 2456
11,532 G1 H,858..12 210

23,131 10 6,099,130 jse
28,9011 40 B,673.30 20
15,610 49 6,067. 90 15y
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A much snaller share of total revenues in large districts is derived
from nonlocal sources than is the case in smaller Jdislricls. During

FY 1960, the districts falling under the 6% rule derived 71% of their

total revenues [rom local funds. In comparison, a sample of over 5,000

other school districts with a total ADA of 16.4 million pupils, derived
from local sources. State aid programs in

59% of their toLal revenues
mast states return a smaller share to large districts than Lo small dig-
tricis; the 6% requirement in P.L. 871 also resiricis the share ol federal

funds paid Lo large districts.

Costs ol Education in Large School Districts

Table 22 shows several measures of educational costs for a sample of
more ithan 3,000 small districts (including those with more than 35,000 ADA
but which do not fall under the 6% rule) and all lavge di

ar

striets [or the
e oft

FY 1960. Except for transportation expenses (which en reimbursed

with state aid funds), expenditures wére 20-40% higher in large districts
in every category of comparison. Table 23 also shows tolal expenditured

mast of the

‘I"W
i
e
W
1
™
—
(i)
b}
i
-
z
o
pum
=
oy
:
o
|—.

and expenditures from local source

large districts compared with sta chde ]1ﬂ1ng the large dis-

—
T
st
2
ot

-

pude]

P

D

i
e

Lricts) for the stales in which these distrie

5 are lacvated., Substan-
tially greater expenditures by the t

“t8 ayre apparent, The

ire, therefore, considera bly

t 1
restricted, in comparison with smaller districts, hecause of differential

costs of education.

Den mands for Education in Larga

Pemands on large distri

cts for educational services might be consid-
cred in ilwo parts: (1) total demand, which is related to the number of
pupils that must be educated at pubiig xpvxsg, and (2) differential
demand, which is related to the t £ ed
Table 24 lists the average daily membership (ADM) of 14 of the
o stricts for FY's 1950 and 1963. From these data it
1

largest city schoc
t. ing demands in terms of numbers of pupils to be
(=}

is evident tha
educated are being large districts; all of the districts
listed in the table increased in ADM during this 13-year period during

which 11 of the 14 suffered population declines.

As of 1960, in the large districts, a smaller proportion of the total
population was of school age (5-18 years); about the same porportion of

school age children was enrolled in school, but a significantly smaller

=
=2
o
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Tabhle 22

SELECTED EXPENDITURES, LARGE ARD SMALL: DISTRICTS
FY 1960

S - —— e ——

All Targe | Sample of Larvge Distrvicts

4

Expenditure Districts : 5,000 Other ng Porcent of

(6% rule) ? Digtriets Small Districts

217,97 120, 6%

e

Instruetion costs/ADA & 298.01

Lo
s}
ok
el
Dot
D
by

Transportaotion casts/ADA

[
~]
=
[ ]
—
[~

Tetal cost/ADA 409 .86 330,

i Average Salary i

§ Elementary teachers 5,573 .11 | 1,010.70 f 137.9 ?
: i ; i
s ! '
! Secondary teuchers 6,030 .22 § 1,133, 20 i 136 2 i
v : : | i
Totnl cost/eclassroom unit 9,953,988 | 7,192,237 132.9 f

{ 1 |

stics of Local Publie School

Sources: U.5. QIf
Sy Stanlord Rescarch
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Teble 23

: TOTAL EXPENDITURES AND EXPENDITURES FROM LOCAL SOURCES
PER CLASSROOM UNIT IN SELECTED STATES AND LARGE DISTRICTS
FY 1960

Histrict Expendituros Btute Expendituress
igtrict State
Total | ETIHE Tutinl Laseal
mrrmingham 5 5,840 £ 4, di% Alabamn % .164 £1,042
Laos Anpgelos B, 7K
hik Luned 7 i) 34} Californiat 9,177 |. 5.3a7 a4
sun Friheisen 1, Bis 7,554 70
Dilver 10,491 1, iHA Ho #,033 5,640 70
wWashingtan, B.¢. 100, 634 u, 297 H? of Columbii 10, 64 9,297 HY
Allanta 6,671 1,670 70 i, 566 1,336 [ 29
Chiegen 10,971 H#,570 TH Iilinois 7,994 . 8,446 H1
9,465 9,405 251 Indiana - 7.041 5,148 i
7,148 71 Kenticky d,H39 1,864 L b:]
xoew Orleans H, 204 3,348 B2 Laui=i 7,198 2,052 20
Haltimors 9,461 6,711 72 Maryland 7,865 50
st Y, HOO H, U7 vl Massachuscits 7,968 6,781 85
et rot 10,587 G, 9 &5 Michigan 7,819 4,543 58
Minneapalis 11,045 B, 181 74 ) - s
Lnnglpn ! ?? - ‘l . Minnosota 7,692 1,148 5H
5t. Paul 14,525 7,385 7o
Kansng City 10,182 7,887 | 77 N o .
. * A I Missiouri 6,071 4, HE67 61
L. lasuis o, 617 7,072 E 71
Sewirk 11,114 a1y ¢ sl New Jarsey 8,584 7,553 78
Maf Faler 7,185
ow York Uity B,k Huw York 11,421 5, HHH 34
10, 345 71
Cinginnati #,509 H1
Cloevelund 7 HEZ 81 . s c -
v T 7B ° Ohio 6,702 4,88y 73
lymbus 5,390 i7
Toledo 7,800 78
Pt land 16,4144 7,804 76 B. 686 6, 1% 70
Philadeliphia 4, G642 6,394 &6 L -
o ! ! 7,748 1,261 55
Pittshurgh &, H7EG 77
Meinjphi 4,017 55 Tennessou 4,413 1,581 a4
Ballus 4,185 85 . . o
) Toxast 6,282 47
Housten 1,576 .1 wxas +=
HSeattle 5,390 5,013 53 Wazhington H,1i3s 2,870 38
Milwaukes 49,5956 8,342 B7 Wigconzain B 7,857 6,199 78
7,383 1,350 is Hawnii 7,383 1,350 18
. 1885,
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Table

PUBLIC SCHOOL

SELECTED TARGE CITY

24

MEMBERSHIP

SCHOOL DISTRICTS

1950 and 1963+
Percent
City 1950 1863 Increase
1950-63
Baltimore 118,087 185,198 57%
Boston 91,577 91,578 3
Buffalo 65,565 73,228 12
Chiecago 336,377 536,163 A6
Cleveland 59,686 150,474 51
Detroit 232,230 294,327 27
Houston 95,757 205,155 114
Los Angeles 310,550 589,517% go+
Milwaukee 69,163 115,819 68
New York City 879,315 1,046,523 19
Philadelphia 216,610 271,370 25
Pittsburgh 69,189 77,531 12
5t. Louis 87,600 112,365 28
Washington, D.C,. 93,631 137,718 47
Total 14 cities 2,765,337 3,890,166 19
t Increase is partially the result of annexations and school

district econsolidations,
mately October

approxin

*
=
H

=]

Source: Research

Council

Improvement.

of

the Great Cities P

1.

rogram for

[}
]
o

[

=t



proportion wasgs enrolled in public schools compared with the national

* . e L . Ca
average, Particularly significant are tho less numbers of children
enrolled in public schocls,; large parochial school enrollment (mostly
Catholie) ig¢ primarvily responsible for the reduced demand for educational

services in the public gchools of most of the large cities of the United

States. Thege data would indicate that somewhat lesser demands are placed

on scheool districts in large c¢ities in terms of pupils per capita relative

Ly the rest of the country.

ﬂ

However, while demands in terms of pupils per capita arc somewh:

rge cities, the cifferentiail demands in terms of the type of

educated are Signir=g,1tlv larger. A recent study ol scores
tests of sixth grade pupils in Pennsylvania revealed star-

tlingly %Lglljltaﬂi differences belween the large cvities and other

within the stute {Table 25),

ERI

Table 25
PERCENT OF SIXTH GRADE PUPILS IN PENNSYLVANIA ACHIEVING
ONE-HALF GRADE LEVEL OR MORE BELOW ESTARLISHED KORMS
1963
) Percent in Percent of
o Percent of ) : .
Schooul Districts ) Low Achieving Total Low
: State ADM B . .
Group Achievers in State
Philadelphia 12 2% 0. 7% 10.3%
19 cities {inel. Phila ) 25.2 36.6 65.8
Suburban districts 49 .0 20 8.0
Rural districts 25.8 12.4 26.2
Souree . Fels dnstitute of Lecal and State Government, Special Education
and Fiscal Requirements of Urban Schoo ol Districts in Pennsylvania

C
b
”—I
(]
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the schoonls of Lhe 19 cities were o oof  tho AN but 66% of tho low
achieving pupilsa; suburban school districts had 49% of the ADM but only
8% ol the low achieving pupils. In Philadelphia, the percentage ol low

achievers was more than Lhreoe times the eity's pereentage of state ADM.

Increasingly, low achicvement pupils (through their parents, local,

and national citizens groups, and nthi‘fl‘ interested agencies, including

idds on tho schools which

>J"
=
L

the Tederal government) are making

result in breadencd programs and inai j‘;igjﬁliﬂitul‘fjﬁg Forecmos b anong

these programs noast of whidh have been developed during the pasl ton

vears, i.c., since the inauguration ol school aid to feodevally alfected

aveas) arc the “compensatory’ oducational programs ned Lo compensate

iY
7]
fTor students’ deficiencies by providing extra remedial teachers, reducing
class sizes, initraducing pre-kindergarten classes, osnd providing addi-
veptnipoiont, and

tional guidance scrvices,

improved school Tacilitices oy 1low achleving students. The - otlest

deomands fovy such programs are in the large urban achoo] districts, and

many have Fﬁ%pﬁﬁdeﬂ by instituting a variety ol programs, wany of them
regquiring substantinl oxpenditures. Few slale aid programs reimburse
1

districts for the additional per pupil cosls associated with compensatory

educational

".M
H

A second major area in which large ¢ities experience increased demandsg
for educational services, compared with other school distriets, is voca-
tional and technical odication. Most large c¢ities have a disproporiion=

ately high percentage of students enrolied in vocational, trade, and tech=

nical schools compared with other school districts in their states.
1

e 26.) During FY 1963, the average cost of educating a student in

was 554,97, but the

an academic high school in sclected major citi
educating a student in a trade or vocational school was

3737 ,UD This 35% vost dirfﬁrgntiai, rarcely taken into account in stale
ald formulas, a gignificant differential expense Lo large city
schonl distriect o meet educational demands that are not experienced to
the same deg school districts,

A third area of additional educational demands placed on many of the
1y larger per-

inguistic wminority pecoples

7

large ¢ity school districts results (rom the significant
¢ [o 1

renfages in these cities ol eign~born and

stance programs are beginning Lo supplement local

aining ;nmglamai In the re, assistance through the

chis area: e.g., War on Povoer 1,3 Vocational Education, Man-
futu
Elem@ntary and Secondary BEducation Act of 1965 will be of great sig-
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TOTAL ENROLLMENT AND ENROLLMENT IN VOCATIONAL, TRADE!
AND TECHNICAL SCHOOLS

SELECTED LARGE CITIES

2
FY 1963
o Vocational, Trade and
Total Enrollment ] -
Technical Schoolsz
City — — — — — -
Percent ) _ Percent
o Enrollment
of Starte of State
Baltimore 28, 9% 3,254 100 0%
Boston® 10.3 3,258 22,2
Bulfalo 2.4 5,786 10. 3
Chicagot 26.1 21, 866 58.9
Cleveland G.9 3,154 G1.9
Detroit 16.3 5,805 96,4
Houston 8.1 -- ==
Los Angeles 15.4 - ==
Milwaukeoo* 14.8 - ==
New York City 1, 34.9 4G, 223 71.06
Philadelphia 12.2 5,692 11.5
Pittsburgh 3.5 2,681 <4
3t. Louis 12.1 3.345 67.6
San Francisco 2.5 == =-=

O
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who require comparatively greater cducational scervices. C

tisor

[

shinp and
English elasses for adults are provided by most large city school dis-
tricts, and special elasses for publice school pupils are required where

language diflficultics exist., The Kew York City publice schools lace unusu-

ally difficult demands beeause of their almest 100,000 pupils who do not

speak English well caough to learn their school subjects throeugh elasses

taught in English. For thuese pupils, English must be icughl as g sceeond

1
languiage while attempling to help studentls propgress as far as possible in
their other subjeets,  Some othnice minority groups also resist formal

cducation in the schools in an offort to preserve particular traditions

and language; and specinl programs for these groups are sometimes reguired.

While the differential cosis of these programs resulting from in-
creaged demands in large ¢ily school districls are difficult to compare
wilth those of othor schonl districts, they undoubtedly reach substantial
suts in many '-rge cities,  The dvmand% on large digtricts in terms of tho
type of cducar snal services nceded, then, helps to balance 'somewhiat less-
encd demands due to smaller percentages of total students in the public

~uvhools.,

Evidencoe of Economies

4
[
=
8]
[a]
i

Higher cligibility requirements or absorption rates for large

=
districts could be justificed if there were evidence of substantial ccoun-
omies of scale for such distriels. Economies of scale would exist if

Yarge gchool districets were able to provide at lower cost the same seir=

vices por pupil as smaller districls,. However, no such scale ceonomics

have been adeguately demonstrated.,

A vecont study of previous invesiligations - f the relationship belween

district =ize ancd unit costs concluded that:

the theorctical construct of ceonomy of scale (inds con-

sistent conflimation only among the very smallest
nc )

In those studics that lncluded larger school

gipalities, only ong found supporting evidence of a size-cost

relationship through a larger segment of the size continuum,

* ion: An AHQIV515 of the
CC%L% in the Public
Stanford University
O
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The same investigator then conducted his own study of cconomies

in ten states using multiple regression analysis of school district
*

and unit-cost residuals, Conclusions were then lentatively di

ceconomivs of scale did exist in those stuates, with optimum size school
districts ranging firom 20,000 ADA 1n Nebraska Lo 160,000 ADA in New York

These conclusions vere based upon correlation coefficienls which were so
low and standard crrors which were so high that the clusions drawn
are nol merited by the aomilysis,” Fhuﬁ, on the basis ol available cvi-
dence, it must be concluded that there is no substantinted evidence of
ceonomics of scale cXcept among the very =mollest disctricts (below 300
ADA) .
Financial Ability of Vs Small Districts
From the available data 11 must be concluded that while the assess
able tax base is generally higher in large schoel distriels than in
others, competing demands on local resources, rolatively smaller reve-
nues from nonlocal sources, higher costs, and increasing demands for
more cxpensive programs substantially modify the abilities of large dis-
tricts to cducate federally connected pupils. It would scem, thorefore,
that retention of the differential percentage réquirémeﬂt (6% vs 3%) to
establish entitlement under the PiLi 871 pr@gram is not justified. A
more cquitable method of differcntiating belween school districtls, if
i be to develop a buetter measure of financial ability {basec
ion) and apply it to
between large and small
slight modifications -
1958 amendments) docs not equitably separate those distriets with

abilities to absorb or educato greater numbers (or percentage) of feder-
ally conncoted pupils from Lhose with abililies to abscrb and cducate
]

lesser numbers.

¥ Unii-cost ‘fesiduals are the variations in cost por pupil that remain
after deducting the offcets of socieoeconamic characteristics of the
population and assesscd value per capita.

t  Ibid., pp. 50-5:

¥  Ibid., Table 2, p. 44,

Ew
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Chapter 5

INFLUENCE OF FEDERAL CONNECTION ON LOCAL EFFORT

Introduction

or
determination of how the fedoeral activity has alfocted local offort to

n—w

considorable importance in the ovaluation of P,IL.. 871 i= the
provide education. Expenditures on cducation are the mosi available mea-
gure of effort, though gualitative cvidencee with regard to the nature of

the educational program, cite., are also involved., The analysgis in Chap-

ters 3 and 1 show that the ledevral activity does burden on the

local school digtrict, This contention has been primarily supported in

Chaptevr -1 by refoerence co data at o single point in time, More dramatic

cvidence is provided by analysis over time, showing for o single distriet
how the arrival of a [lederal facility amd the inereasc in f@di 11y con-

nocteod ADA influcnceos the various measures of [(inancial offort.

T the extent possible wo wisgh to distinguish botween effects on

ability to provide cducation and the veluntary offovl{ made by tho com-
inte two compo-

munity., Techniceally, we may split loeal
ally, asscssod prmpcrty value; and (2) the

nents: (1) the tax baso--genom
tax cffort, theo

requirements,

rate applicd to the base. Legal restrictions and

1., mako

and inconsistencies in asscssment practice, o

such rigorous division inappropriate lor cross-scoclional analysis,  Neover-

i
theless, for any one community, impacts on tax base and tax rate may beo

by federal connection reflect the differences in asscessgced value per pupll
for federally and nonfederally connected families., Thus, the arrival of

anaiyvrzed separvatoely to some extont, The changes in asscssod value caused

1 large numboer of 3{a) pupils will be expected to depress immediaely the

tax basc on a per pupil basis, The response of the community will be indi-

cated by the way in which it olters the tax rates (o accommoedate the change

in tax basco, Tt ean then be determined if state aid and federnl entitleoe-

ments sufficiently complement local effort to relieve the burden of fcid-

crral impact,

Analysis over time is also cssential Lo dissern the length of time
over whiech the federal impact has a depressing offect on tax ability, and
1 if the federnl activity goencrates i change in attitudesz that
effort.

ERIC .
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These analyses were conducted for 85 heavily impacted districis in

L'

the state of California in the period 1957-G4; the results are presented

in the foellowing section of this chapter.

One difficulty with time series analysis is that the impact of that
which you wish to measure cannot readily bj isalatud from othoer events

oveurring in the districi. Federal lmdei can be partially isolated by

grouping distvicts, and by attempting Lo deteimine 2ifi¢ other
ecvents are alfecting the variables. Nevertiheloss,

e [for measuring impuct 1s to hold

idetnitiflfication remaing., One
other events constant by the use of multiple regression. In this tech-
nique, the impact variable (i.e., the proportion of lederal ADA)Y, is intiro-

duced into an equation with oilher variables representing the sociocconomic

charactleristics of the area; the dependent variable 1is local gxpendi tures
on education (local ability and ellort combined). The sign and size of the
coeflflficient ol the impagt variable represent the direction and magnitude of
on local spending. This analysis was

the net impact of fe

conducted for 16 statcsj the resulis of which are presented in a laler sec-

tion of thisg chapter.

Impacts on school programs, student performanc ce, and the like cannot
dily be identified by statistical te cchniques both because these impacts

i3]
are not likely to be major, except where the federal actlivity has been

o)

placed in an arca with population significanily different in =social char

acleristics {rom thosce of the federal employees, ond because [oderal impact
is relatively small in mosti entitled districts (72% of entitled districts

had entitlements less than 10% of their current expensces of education). A
L

study which attempted to measure statistically the dilference in school

programs and educationnl achicvement in 800 high schools is provided in

1
Appendix G, In addition, discernible impacts of a qualitative naturé in
1

e [ive case studies reported in Volume II are discussed in a laler scC-

The analysis of the impact on California school districts ol floderal
payments under D, L. 871 was designed to complement the information, relat-
ing to a large number of school districts, that was anulyzed on o nation-
wide busis for one point in time and information, covering o 10-yonr per-
iod in considerable depth, that was developed feor five case study districtls.
The study was conlined te California because: (1) the siate is the Inrgost
recipient of P.L. 874 funds 1n the nation; (2) all types of foderal impoet
and changes in federal impact are representoed; (3) problems of distrvict

[:RJ!:HV Frnoest €. Harvoy
) T 116
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comparability are less e¢ryiticenl than for o multistate study: (4) consider-
ot 0

able data on school distric I both a fiscal and nonfiscal character are
o .

available from a r

I
on schocl districet financing; and (5) t
ection are minimized by using the

time and cost

Instiitute's home

Method of Approach
The approach cmployed involved developing date on recent 11 1ds ol
ariables rellecting local [Cinancial capacitly, effori, and pQrLDrmﬁﬁg

A

5 a e
or a sulficient numbeyr of federally affected school districts teo permit
i c 2 1

izations to be made concerning the impncel on school distric
at

uf'd

1
ions ol changes in cnrollment tributable to federal activities Dis-
ricts selecled for analysis included all elementary distiricis of lDD or
age daily attendance (ADA) entitled to [ederal funds, under

ol current cxpensc of edugatlén and all

more avelrs
P.L, 8741, equal i1o 10% or more

high school and unified

federal funds equal to 5% or

more of current expense method of screcning districts

1
resulted in the selection o mentary districtis, 27 high school dis-
t

£, and 12 unified dislricts that were widely distributed within the

Since the time and cost constraints imposed on this study did not
f

the 85 distrieis selected, major

VJ"

I

=

g

i

=
oo

parmit detailed nnalysis
I
value, revenues obtained from local

emphasis was placed on v
sources, and current expense ol education, as indicators of lacal capa-
eity, locnl eflort, and local performance. Data were collecied for these
variables for the fiscal years lQS?E:B; information f L

3(a) and 3(b
*

waz also developed oin tolal ADA, Se

s
o
~
é
'E.w.

©
tlementl, tax rates, and state apportionments.

ince the primary purposc of the study was lo evaluate changes in
districti operations over lime relatlive 1o an acceptable norm, ithe major

variables were expressed on a per ADA basis and compiaved with the appro-

o

priate state averages. The statle averages for all dislricits werve used as

norms in the ananlysis of unified districvtis, "or elementary and high school
districis, averages for all elementary schools and all high schools, exclu-
sive in boilh cases of Los Angeles City, were employed. The Log Angeles
Cily districls were excluded from the statewide norms because they tended
1o dominate the averages and because they became a unified district as of

i

fiscal yeoar 1962, causing significant shifts in the averages

* . Data sources employcd were: Stntc ngtrailerj Aniiual Report of Finan-

cial Transacilion tricts in California, fiscal

-57 to 19 and Federal D[ilug ol Beucation, unpublished

3 62—

years 195
he Division of Bchool Assistaonce,

117



Ideally, assessed value data employved in the study should have been
nrqualized to eliminate the effect of varying ratios of assessed to full
value~-both over time and among districts. However, sufficient data wero
not available to permit an adequate adjusiment to be made, Furthermore,
analysis of available data indicated that, for most distriets, basic trond
relationships would not be affected by such an adjustment. This is disg-

cussed in more detail in Appendix E,

ADA's for high schools and elementary schools were adjusted to reflect
organizational arrangements for junior high school instruction. Pupils
attending a junior hipgh school maintained by a high school district but
whuse attendance is credited to an elementary school for federal eontitle-
ment purposes, were included in the ADA of the elenmentary school and ex-
cluded from the high school ADA, The basis for this shift in ADA and the
adjustments required to ensure comparability of data are discussed in

Appendix F.*

During the period for which analvsis was undertaken--1957-61
fornia experienced rapid growth in population and weconomic activity
governmental functions werc affected by this growth, but the pres
the public school system wérﬂ both large and widespread. Federal govern-
ment activities or activities induced by the federal government also in-
creased during the peried, and enrollment in the schools attributable te
these activities grew rapidly. However, growih in enrollment has been
characteristic of most school districts in the state, whether or not as-
sociated with federal activitv. The specific impact of federal activities,

Lherefore, is difficult to identify,

To develop a basis for analyzing the impact of changing federal en-
titlement, the school districts selccted for study were grouped according
to the magnitude and direction of the change occurring in the percentage
of federal to total ADA;1= School districts experiencing sharp short term

* In the analysis contained in this section, elementary ADA includes
tuition pupils attending junior high schools maintained by high school
districts; high school ADA excludes these pupilsi'

t  The terms "federal ADA" and "entitled ADA" will be used interchangeably
in this study. It is recognized that in some school districts a por-=
tion of the ADA may be federal but not entitled; where a total inelud-
ing such nonentitled ADA is discussed, the term ''gross federal ADA"
w;ll be employed,
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E

changoes in federal ADA werce placed in a cvategory to be called Case I.
Jther districts were classified as follows: those cxperiencing an in-
crease during the study period in percent of federal to total ADA

(Case I1); and those experiencing a relative decrecase in foederal ADA
(Case III). School districts where the proportion of federal ADA re-
mained approximately constant during the period or where erratic changes
in ADA, asscssed value per ADA, or expenditures per ADA occurred, could

not ho clagsified in this way and were treated sepavately for discussi

1
purposes. The resulis of this anulvsis are prescented in the following

seeltion.

\halleg of Federal Imchl

A suddon and substantial change in federal ADA (Casc I) should have
an immediate impact on assessced value per ADA (henceforth referred to as
V/K) uned on loeal revenucs per ADA (hencefortih referred Lo as Lfﬁ).* If
federal and state pavments veact adequately te this change, current ox-
penditures per ADA (henceforth rofevied to as C/N) should not be affected.

On the other hand, Lhe impact of a more gradual change in federal
ADA mav be overshadowed by the impacts of other factors influencing a
551 cffeel on V/N can be

c0s ovel tine (Case II).

given scheool district. In general,

cxpected if the proportion of

Similarly, V/N can bo expected

increase if the proportion of entitled
ses (Case III). Howev f
{5

=)
ADA decroas er, the magnitude of these cifect

vary substantially according teo the relative importance of the federx
ADA, the ratio of Scetion 3(a) to total federal ADA, the rate of change
in entitled ADA, the rate of change in nenfederal ADA, the growth in
nonresidential asscssed valuation, and other factors. Furthermore, there
will be departures from the expected pattern if substantial changes, not

related teo fedoeral activity, occeur.

Case 1 Ul%LllLLh

Districts classified as Cnse I are listed in Table 27, They include
five elementary distvicts and one unificd district. Data developed for
Wheatland Elementary District and Meojave Unified District are discussced
first because they illustrate the impaet of a sudden and substantial in-

crease and . sudden and substantial decrease, respectively,-in federal ADA,

# Tocal offort was defined, for the purposes of this analysis, as school

s plus other loenal income, including that received from

the county in which the disgtrict is located.
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‘ary District, Yuba County, federal ADA increascod

1 1
[rom zoro in 1957 ¢ 305 1n 1963. Nonfederal ADA increased but slightly
and, as a vesult, federal as a proportion of total ADA increased [rom #0110
Lo 85%. Svcetion 3¢ A cieasad from zero 1n 1959 to 82% of

total in 19G:3.

change in ADA, particularly the increasec
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in Secti@n 3({) ADA, was a sharp decline in V/N relative to average V/N
for the state {Chart 1 and Table 28). As would be cxpected, /N rola-
tive to the. = verage followed a similar pattern. On the other hand,
C/N continucd the decline that was already under way in 1957-59, but sta-
o7

Bilized at about 80% of the state averuge.
stantial decline in local capacity to meet the cost of educa-
et by increased state apporticnments and foderal entitlement.
crenged [rom 5118 per ADA in 1959 to %220 per ADA in 1963 ;

cderal entitlement increased from %12 1o %177 per ADA during the gsame

r
period.  No change in tax effort was required during the pcri@d; the
g < ggessed value and

neral purpose rate remained at 20 cents per 5100 a
olther school tax rates varied between 11 and 17 cents.
Changes uggurrlng in Mojave Unified District
trate the impnect of a sudden and substantial decre
ment {Chart 2 and Table 29). Entitled Scction 3 1

15% of total ADA during the peribd 1957-63, Section 3{a) ADA,

stituted 11% of total in 1957, decreased to zero in 1960. As
V/N increascd sharply between 1958 and 1960, DBetween 1960 and 1963,
1

for the state as a whole;
v

rate of incrcasc in V/N was about the same as

5
cderal ADA remained relati r constant, As in the
1

during this period fe
cuse of Wheatland Elementary School, L/N,

followed about the same pattern as V/N, There was a relative increase in
C/N during the period in spite of a reduction 1in both federal ontitlement
ssed value per ADA permittod

1
ive Lo the state average,
el

and-state upportionments. The increasc 1n assc
g declining tax rate between 1957 and 1960. owever, higher tax rates
‘were tegquired in 1961 and 1962 to permil CKN to keep pave with the state

wveriaygo

* As Indicated ahbove, the statewide average is For 1ll distvicls im the
5 excluding Los

case of unified distlricts; for all elementary distric
Angeles in the case of elementary schools: and for all high school dis-

tricts excluding Los Angeles in the case of high schools

O

T

20
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In Central Elementary District, Kings unty (Chart 3 and Table 30),
er the period 1957-61- and juniped
iy i

federal ADA increased

T ;
to 829 in 1962 and 1,233 in ting V/N accompanied the initial
I "

'p drop because of the large in-
of the disiricets ana-

growth in federal ADA

P
=
i
m
ir]
by
[/
Lo

lyzed above, L/N followed the pattern of V/N. With a declining V/N during
the period 1957-02, income was insufficient io meet expenditures without

an increase in the tax rate. However, the increased lederal and state pay-
ments in 1962 and 1963 permitted a reduction in the tax rate in 1963.

Current expense per ADA fluctuated somewhat during the period but,
on the average, remained at approximately the same level. As a result,
C/N relative to the statowide average drifted downward dufing the period.

(-

Federal ADA in Ocean View School District, Ventura County, (Chart 4
and Table 31), increased from 70 to 391 in 1959, and to 612 in 1963. ‘he
immediate impact ol the 1959 increase was a sharp drop in V/N. This de-

c¢line was partially recovered in 1961 as a result of a large increase in
assessment and to an adjustment in the ratio of
1

assessed value due to a re:

assessed to full value used by local assecssors, Local effort per ADA

nceed the some drop from 1958 to 1959 as occurred in asscssed value.
1

[
kS
o]
B
L
o
L]

ver, the ratio fluctuated lor the remainder of the periad due to

res in tax rates, The tax rate was cut in half in 196l--an=sociated
1t & *®

w1th he large inerease in sessed value, a high state appnrtinnmenL,*
and a substantial federal payment. The 1962 increase in tax rate was
required to offset the decline in siate apportionment., Relative teo the

state average, C/N declined, 1957-59, but increased f{or the .remainder of
the period. The increase reflected the same combination of circumstances

discussed above.

In Pleasant Valley School District, Ventura County (Chart 3 and
Table 32), lederal ADA incrcased from 157 to 233 between 1957 and 1959,
s 9560 3. Agaln, 11,J;mpagt on VZN is ;lcnrly

te 497 in l&SD, and to 865 in 196
L1E==g 514l

I decrease in SSbQ%%uﬂ value per ADA was S@méwhat-SlGWEd between

cause ol an increase in overall assesszed value. This in-

crease, as in the case of Ocean View, was the rvesult of reappraisals and

a shift in the ratio of assessed to Tull value used by local nssessors.

O
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Since tax rates were maintained at approximately the same level for most

of the period, the relative decline in L/N was similar to that of V/N.

Although C/N tended to incrcusc during the period, the increase was less

declined relative to the stale in

rapid than statewide; C/N, therefore,
spite of increasces in federal entitloment and state » aApportionments.,

. Federal ADA in San Mipguel Joint Union School Distirict (Chart 6 and
Table 33) fluctuated rather widely during the period, although the num=
boers were relatively small {rangc: 9 La 78). Total ADA in the school
district was also small and the impact was 1mmediately noticable, Thus,
il ithough ﬂs%csﬁud value increascd quite slowly over the period, [luctua-
Lions in ADA resulted in mavked fluctuatiens in V/N. In gencral, loeal
elfort fluctuated in the same way as V/N, in spite of leELUﬂLiDnﬁ in the
Lax rate. Current thg 15¢ per ADA also fluctwited but tended to move up-—

ward during the pericd. In genecral, both federal payments und state appotl

Lionments followed the [luctuations in V/N. As indicated earlier, there
s a one-yvear lag in the vosponse of Lhe stlate appoertionment to a change
in V/N, '

Caﬁr IT1 1)15t1 icts

Districis classificd aus Case IT--those with a steadily increasing

proporiion of federval cnrollment--in which V/N declined rolative Lo e

stute average during the peoriod 1957-63 are listed in Table 349, Of the

Lstlricts, 9 are clementary, 12 arve high school, and one 13wunified,

as Casc II in whieh VfN increased relative to the

1
state average-—-cxceptions Lo the expected treond--are listed in Table 35.
hi t

school, and 2

,-.
-
et
u
=
[
=
[
-
=i
ey
[}

There are 5 ole
Lo diseussing the general charucte ristics of these two groups of districis,

an example of each group is analyzed to illustrate the

for the differing trends.

Muroc Uniflied Di%L?ict 111 Kern County ( Chait 7 and Table 26) illug-
trates changes that might be expected in districts in which the propor
releral ADA incryeoasaed. During the period 1957-63 federal ADA

nereased [rom 67 to 73% of total. Most of this increasec consistod of

i
™
u

Scetion 3{a) ADA whieh increas
Although district assessed valuc increased at about Lhe same rate as in
the state as a whole, the more rapid inercase in ADA causced a decline in

V/N as shown in the following tabulation:

O
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Ratio, 1963/1957
- All
Muroc Districts
N 1.86 1.:14
Nf 2.02 n.a.
v 1.54 1.53
V/N 0.83 1,06

] =] sscd previously, L/N foll
ern as V/N., However, C/N relative to the state averag
Y i

ct (Chart 8 and Table 37) V/N in

In Alameda Unified Distri
age. This increase occurred in sp

()]
o
i

o
W

‘o 75% of the state aversa i
necrease in the proportion of federal ADA, from 32 to 35% of t
» ed from 5 to 7% of total, Except

t as
time period, when tax v tes were inereasing, the change in L/1

]

i
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-

e
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57- L1
vas similar to that of V/N,.

("
Ja

t

tain important differences belween Alameda and Muroe districits
erc responsible Tor the different trends in V/N., Alamcda was relatively
stable in terms of total ADA--there was only a 2% increuasc during the
period as compared with an 86% increase in Murce., Nonfederal ADA declined

in Alameda, partially offsetting the increase in federal ADA, whorcas
nonfederal ADA increased in Muroc. TFurthermore, Scetlion 3(a) ADA consti=-
tuted a small proportion of total in Alameda., Some of the increase in

assessed value resulted Trom the development, in 1967, of a [filled area
reviously assesscd; the development consisted of multiple units char-

t p1
acterized by relatively low ADA per houschold.

Districts in Which V/N Declined Relati ve te Lhe Stuate Averapgo. Be-
cause of the large number of district el
sented separately for elementary districts and for two groups ol high
school districts. Data on the relative changes that occurred in V/N

ts involved (Table JI) data are pre-

during the period 19537-63 are presented in Charts, 9, 10, aned 11. Al-

though considerable variation existed in the rate of change in V/N rela-

tive to the state average, the charts indicate that the most rapid de-

creases woere Qha“acterlatic of districts with relatively high V/N at the

ﬁeginning of the period under review. This typc of responsce to an increus-

ing ADA would be cxpected since districts with large V/N are typically

O
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chardgturixud by large amounts of rural or unimproved land or by consider-
ible agsessed value dervived from nonresidential property.  Any substantial
change in ADA would have a noticeable offecl on V/N, cspecially 1f it was
accompanied primarily by residential growth, as would be the case with

federal impact,

Other variations in rclative V/N were associated with Uhanges in
asscssed value not related to lederal aclivities, Lo chanyges in the ratio
at which the proportion of f@défnl to total ADA changed, and changes in

the mix of federal ADA. Table 38 contains summary data refllecting these

ntai
changes.  Although ratios of 1963 to 1957 values do not reflect changes
occurring in the intervening years, they indicate the overall relation-
ships, In most districts, asscssed value increascd at i rate equal Lo or
greater than the state average. So also did total ADA, but typically at
i more rapid rate than assessed vulue, resulting in a declining VN rela-
Live to the state average. Assessed valuc increased loss rapidly in
Santa Maria and Montercy High school districts than for the state as a

whole, while total ADA increased more rapidly. 1In Moorpark Memorial,
assessed value actually declined during the period., Section 3(a) ADA was
important in Yermo Elementary and Montercy High school districts, increas-
ing from 15 to 70% of total in Yermo and from 11 to 20% in Monterey., In
Vermo district, nonfederal ADA declined while federal ADA nearly doubled,
Some of the changes not reflected in Tablax38 are 1llustrated by the
trends in VAN for Hinkley, Orcutt, and Marina elementary districts
(Chart 9). In the case of Win nkley Elementury District {8an Bernardino
County), the downward movenicnt in V/N was reversed in 1959 becausge of a
substantial increase in assessed value. Similarly, the sharp relative
decline in V/N in Orcutt Elementary School District (Santa Barbara County)

opped because of large 1nercasecs 1n assessed value occurring in 1961 and
g i

r}iin in 1963. Aguain, in Marina Elementary Distriet (Monterey County), an
inerease 1n assessced value occurred in 1960, temporarily reversing the

downward movement of V/N reluative to the statce avoerage.  Freguently, theso
shifts in assessed value resul led from reas isessments or changes in Lhe

asscessment practices of local assessors.

Churts 12, 13, and 14 presont data on trends in L/N relative (o Lhe
sltale average [or the clementary and high schools discussced ahove, It
wits noted in Lhe discussion of Case I districts that L/N tendod to beo

similar in trend to V/N. Although this Ltendency 1y evident for many of

O
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the districts for whi

h data are presented in Charts 12, 13, and 14,

e i *
there are oxceptions,

rrally to guppnlt an increasing cost of education,.
example, tax rate increased from $0.841 to $1.36

L 59, and remained relatively constant therealter. The
offect was a jump in relative L/N in fiseal year 1959, followed by a de-
¢line durving the period 1959-63. In Yermo Elementary District the tax

e
rate increased in 1958, decreascd in 1959, increased in 1960, decreased
? ¥ )

in 1961, and inecreased again in 1963. The result ol chanpging tax rates

‘r-t‘

of this type, combined with 4 declining assessed value per ADA, was sharp
fluctuations in local eflort por ADA. In Santa Ynez High School Distrvict

the tax rate inereased from $1.15 to $1.51 in 1961, tendi offset the

s
=
3
-
o

effect af the downward trend in V/N. The rates were increaszed in 1960
and 1962 1 School District, primurily to support an inereased
level o the face of deelin V/N. It should be pointed

\1 o
e

in Mocrced Higl

(e

expendilure in
out that large tux increanses typically occur atl irregular intervals,
deponding uﬁDn the requirements of individual school districts. The aver-
age for the state, however, combinés changes taking place al different
points in time in different districts und tends to show a more gradual

tyrend.,

Charts 15, 16, and 17 present data on trends in C/N relative to the
state average for the districts analyzed above, Secveral ohscrvations can
be made From perusal of thesc charts: (1) there is much less variation,
relative to the state averape, in /N than in VN or L/N; (2) districts
with above average C/N tend Lo show more variation than districts with
below average C/N; (3) there is o tendency -for districts to approach the
state average in terms of C/N.

The extent to which an increasing proportion of Sccelion 3 ADA affected
the trend in relative C/N cannol bhe ascertained from the data developed,

ts from loeal and state

However, analysis of the information on
[

Il t
gources and on foderal entitloments indicated that unless tax vrates we

increased, overall receipts tended to decline on i per ADA basis in

¥ Data are not shown for Monterey High School District because of organi-
zational changes that took place during Lhe period. A grade span of
9-14 wis maintained between 1957 and 1960 when grades 7 and 8 were
added; prades 13 and 14 were dropped in 1962, These changes had a

substantial impact on L/N and arc obviously nol related Lo changes in
lfederal ADA,
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districets where o substantial deerease in VN ocourred . In othey wards,
inereases in state and federal payments weve not suflficionl (o ol lfsel

rapid declines in local capacity in districts with high relative V/N at

the beginning of the period., This would be expected since foderal entitle-
ment is based upon group rates and since state apportionments ave designed

i e e . 1 Co e ol tes o ¥
Lo provide a measure of equalization wmong districts.

Districts in Which VW/N Increased Relative to the State Average.  Ala-

medas Unified District was used ahove as an illustration ol an vxeeption

roasoed as a

to the expocted trend for districts in which [ederal ADA inc
proportion of total ADA (Case II districts)., One other unified distriet,
Five elementary districts, and six high sehools also oxperichncod leovel or
inereasing trends,, despite an increasing proportion of federal ADA

(Table 35),

Various influcnces caused these oxcoptions te the expected trend,
In several districts, the increuse in the proporiion of Tedernl ADA was
the vesult of a decline in nonfederul ADA or of a less rapild increase in

nonfederal than in federal ADA, In some districtls assessed value incroeasod

primarily becausce of  yovaluation of property.  In sthers, cconomic

growth, and the resulting asscssced value, outpiced Lhe 1nerease 1n schond

enrollment .

Suusalito Elementary District (Table 35) dillustrates the combined

-

effect of sceveral of these influences. Both lederal and nonflederal ADA
deelined during the period, the lalter more vapidly than the Tormoer At
Lthe same time, asscssed value incereasoed rapidly, reflecting multiple unit

and high-priced single family rosidential development and expansion of

commed

al aetivities citering to tourists and Bay Areca visitors, Tho
combined effect of o deelinming total ADA and an increasing agsessoed valuye

Wias an increase in VN from 66 to 1:42% of the state AVOIUES,

In Victor valley Iligh School District V/N alse increased rapidly--
from 1148 to 177% of the state averave, The lfactors responsible were a
reviluation ol property, an Qfgﬂﬂiﬁﬁtiﬂnulluhnngu resulting in loss of
both ADA and ussesscd value to twe newly formed unificd districts, aned

rapid cconomic groweh,

*  The tendency for C/N Lo decline over time, as ADA increases in distrigts
with relulively high C/N, has been observed [or distriets that are not
federally affected, Frequently, this has resulted Irom a reduction of
instructional cost per ADA associatod with increasing pupil-teacher
ratios.

O
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In general, local effort tended to reflect the pattern of V/N in the

districts listed in Table 35, As was noled for other Case II districts,

there was also a tendency for C/N Lo approach the state averages.

Districts classified as Case III--these with a decrcasing prgpgrtiaﬁ

t==in which V/N incroased relative to the state ave:
ble 39. As indicated earlicr, an increasing V/N would
ive importance of federal enrollment is decrcas-

t t
g III districts in which V/N declined relative to the gtate aver-

> ions to the expected trend--are listed in Table 10, Prior to
discussing the generul rends characterizing these districts, detailed

data are analyzed for districts 1lluatraL1ng cach group.

istricet (Chart 18 and Table 1), therc was

nonfederal ADA dur-

ADA decreascd from

from 796 to 961 b tween 1957
L

I
b

In Pacific Grove Unified D
federal ADA and an increasc i

an overall decline in

fe)
(]
[ared
2

s
o

—_

ing the period, and federal
28 to 22%. Actually,
and 1860 and decreased to 768
the development of housing :
tion 3(a) ADA in another dist

latter decrease resulted from

pupils moving oul became Sec-

Aszessed value also incereased during the period as o result of growth
in the district=-=largely residential--and reasscssments that were made in
1960 and 1962, The 1962 reas:
large relative inerease in V/N in fiscal year 1963. Some of the resi-
dential development consisted of multiple units with relatively small

ssment was primarily responsible for the

ADA's per household.

Current expense of education retuined its roclative position betlween

1957 and 1962, The increase in 1963 rosulted froma “Engral upgrading of
ascd subsgtantially between

salary levels, Consequently, local effort inecre
1962 und 1963, a reflection of the increase both in asscssed value per

sed costsg of ingtruction,

ADA and in tax rates desipgned to meet increa

The 1957-58 increase in L/N was also associated with an increase in the

tax rate. During the years 1958-62, the tax rate inerecascd al about the

same rate as occeurred statoewide,

*  This was not true of Sausalito, where C/N increased from 119 to 138%
of the state average. Current cxpensc of educultion increased steadily
during the period, but at a rate less than that characteristic of ele-
mentary distriets genorally; sinee ADA.declined /N inereased rela-

¥

tively,

[fmit
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Coronado Unified School District in San Diego County (Chart 19 and
Table 42) is illustrative of districtls in which V/N declined in spite of
a declining proportion of federal to toial ADA.  This proportion declined

5]
from 72 (o 66% between 1957 and 1963, and is a refllection of a more rapid
than in E@deral ADA, not a decrease in federal ADA,

incrense in nonfederval

The district grew as a residential area during the period and enroll

ment in the schools increased more rapidly than did overall growth in as-
sessed value, As a result, V/N declined in beth absolute terms and rela-
tive Lo the state average,

In spite of an increase in the tax vate in 1959 and again in 19?
L/N trended downward relative Lo tLhe state average during the period,

Current expense of education per ADA declined relativeoly from 1957 to

1960, butl recovered during the remainder oi he period largely as a result

i
[‘”4

ol increased state and federal paymentis,

The examples. discussed above. are primarily illustrative, In districts
with zimilar ghﬂrn@tlriﬁtig%, generally similar responses to changes in

federal ADA would be expected, However, many other [actors aflfect dis-

trict operations, and considovrable variation will be found among
tricis uhnrscterixing the California school system. Some of the bascs

for varied responses have alrcady been indicated. In the following dis-
cussion recent trends in other distvicts classificd in Case I1I will he
analyzed to determine the major factors influencing the impact of changes
in ledeval ADA,

DiSirlLL% in Which VfN Increased Relative to the State Average.

Table 413 pre csents summary 11Iarmntlun on Lhﬂnhg% in total, nonfoderal

and federal ADA, and on assessed value [or the districts ligtad in Table 39,
a

In all districts, assessed value increased more rapidly than statewide and

more rapidly than ADA over the period 1957-G63. Except for Huencme and
A

5
Folsom districts, increases in federal ADA were relatively simall,; in four
districts, lederal ADA declined.

In general, increases in assessed value lected overall econenic

rel
1% in which the school districts wore located and rveas-

growih in 1ho are

segsments made [rom time to fime. For example, in Daggett Elementary

School District, V/N increased 320% during the perioed 1957-63. Substan-
tial increases in assesscd value occurred in 1957 and 1961, in the [oimer
year resulting from reassessment of properily on a vountywide basis and in
the latter from a combination of renssessment and general economic growth,
Totul ADA increased slowly because of a decline in lederal ADA. Another
cause of Pluctuating asscssed value is illustiated by Palmdale Elementary
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District where much of the assessed value base 1s in aireraft manufactur-
ing, and changes in assessed 41UE-H1E typically assaciated with the tax-
ability of the [inal product. Aircraft manufactured for forcign usc is

taxable while that manufactured [or the U.S, government is not. Because

T

of production for foreign sale, assessed value increased in 1961-62, in

spite of the general reduction in assessments that occurred in Los Angeles

County at that tine.

Folsom Unified School District presents an intercsting example of

M)

rapid increases in V/N associated divectly with lederal activities. Secc-

tion 3(n) ADA increased from 625 to 1,363 and Scction 3(b) ADA increased
from 658 to 2,069 during the period 1957-63. The major contributors of
this ADA were Mather Field, Aerojet General, and Louglas. In spite of
these increases in entitled ADA, the proportion of entitled to total ADA
declined from 55 to <13% during. the period, because of the large increase
in nonentitled ADA resulting from expanding operations at Acrojel and
Douglas. Much of the property at these two operations is taxable, and
ﬁﬁmmiﬁg]id facility percentages are computed for both--currenily 30% for
\ } :1ral and 17% for Douglas. Thus, in 1963, gross federal ADA
was 5,607 as compared with an entitled ADA of 3,442, Local effort in

Folsom "mified District increased in a manner corresponding to the increasce
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in assessed value per ADA. However, some tax i wreaes were regquired to

maintain C/N relative to the state average because of deelines in the state

apportionment per ADA and federal entitlement per ADA.

Several characteristics noted for Case II districts are also appli-
cable to the Case III districts listed in Table 39. Thesc are: wide '
variation in V/N and L/N velative to the state average and over time;
limited variation in C/N relative to the state averagoe and over (ime in
the case of most districts; more 5triking changgs over time in districts
districts with low

V/N; trends in L/N reilegtlng prlmarlly the Qhanggg in T/N.

Districts in Which V?N Declined Relative to the State Averﬂgv In

one clementary distriet and Tour unified districts VN declined or remained
approximately stable relative to the state average, despite a decreasing
ratio of federal Lo total ADA, These districts were listed in Table <0,

The departure from the expecled trend in Sun Jose district resul ted
from a chunge in mix of federal ADA. Although [ederal as a proportion of
total ADA declined from 77 to G8%, Scction 3(a) ADA increased. from 25 to
60% of total,

Q
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In San Dicgo, Corvonado, and Novato districts nonlederal ADA ineroased
more rapidly than did Fedeval ADA during the period, resulting in a doe-

clining ratio of flederal to tetal ADRA,  The increase in nonfoderal Familios,
bo ciausing asscssed value increasoes of approximately the same magnitude

a8 Section 3b) lamilies, vesulted in a Jong term decline in V/N roelative

tor the state average.

Klamath=Trinity Unificd District in Humboldl County is unique, in
that an Indian rescesvation is invelved., Familios contribuling (o lederal
ADA~—cither Indians, or whites renting from Indians--live on federal land.
There are also some [ovest serviee familios. Assossed value is based, to
a darge extent, upon standing timber, and fluctuates [rom yvear to year

depending on the volume of cconamic aetivity,  Tax rovenues vary according

= L

to whether Indians or on outside operatisn cuts and sells lumber.  In addi-

tion, land is heing converted Urom foderal 1o private ovncrship:; as titles
are cleared the land becomes taxable, but [luctuations occur in the rate
at which such land becomes available for {axation., Not inereass in as-

sessod value was only 8%, 1957-64

Very Heavily Impacted Disiricts

In four elementary districts, entitled ADA constituted more than 757
ol Lotal during the entive period 1957-63. Datua For 1964 Ior these dig-

tricvts are presented in Tnhle 44.

The wide range ol V/N--[rom $519 to $18,993 per ADA in 1963--causcd
a Wide range in L/N--{rom $16 to $185 per ADA.  The range in C/N, as noted
per ADA in
1963 . The federal povment per ADA iz inlluenced by the bmpmium ol Ted-
cral Lo taotal ADA and the ratio of Scoetion 3(a) to 1otal foderal ADA--Chinn

for other districts, is somewhat narrowcr-—={rom %375

Lake, with Ny/N - 100% and NH(H');‘T . 98.5%, received the h'i.ghr:'st entiflo-
ment per ADAL Entitlements por ADA in the other distiricts diflfered

slightly because of variations in these two ratios,

The state payment is related o asscssed value as adjusted to reflect

imputed assessed value attributable 1o ihe foderal entitlemont, The eff{ecct

ol thoe procedure employed in Califernia on these hc;uvily impac
shown in Table 45. In spite of widely differing net entitlements the in-

croments to osgsesseod value are romarkably :'%imil;n‘, hocause of the combinoed

el lfect ol L, and t,y.  The ratio, .40 t_ o/ 1g, refleets the proportion ol Ied-
vral Tunds offsetiing ecqualization 11;13,*111unL5=——it ranges [rom 13% in China
Lake to 60% in Herlong The combined elfect of asscssed value and tax rate

differences was similar state appor tionments per ADA in San Joaguin,
Adelanto, and Herlong, and a somewhat highoer apportionment por ADA in

China Lalkeo,
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During the period 1957-63 V/N remainced approximately constanlt rela-
I ]

tive to the state averapge in Herlong and China Lake but fluctuated in

t i
Joaquin and Adeluanto. 1In Sun Jomquin assessed value declined, 1957-59,
but increased in 1960 as o resull of a general reassessment in Orange

L

County. There was also a reassessment in San Bernardino County.

Districts Without u Well=Delined Trend in the SH
Federal to Total ADA
In 14 eclementary and 9 high school districts the ratio of lederal Lo

total ADA remained relatively consluant, or fluctuated in such a way that
no well-defined trends wore cvident CF41 ¢ 18). The proportion of flederal
to total ADA varied widely among thoese distrietls, ranging {rom 26 to 59%

rie '
in the case of clementary school districts, and [rom 20 to 41% in the casc

of high schools, There were algo wide variatiens in V/N, I/N, and C/N
relative 1o the state average, as indicated by the following tabulation

showing ratios for 1963:

Type of District V/N }f{, C/N
Elementary ,50-2.67  ,30-1.96  ,82-1.27
High School .50-1.57  .66-1.32  ,74-1.28

data indicated that there was no relationship between

©

Analysis of 1963
the relative magnitude of V/N, L/N, or E/N ard the percent of federal to
total ADA or between chuanges in these variables between 1957 and 1963 and
the proportion of federal ADA, The shifts that occurred in these vari-
ables, therefore, were associated primavily with influences other than
ivity. As was truc of districts analyzed in carlier scctions,

i
variation in V/N and L/N was larger than in C/N, .

Bk
California school dislricts selected fov study included all elementary
distiricis of 100 or more ADA in which flederal entitlement constituted 10%-

or more of total current eoxpense of education at some time during the 1957-
in which federal

\l—‘

ghh schooel and unified districts

—
=~
[

63 time period, and all
entitlement constituted 5% or more of total current expense
ing process resulied in the selection of 85 dis l112L5=;4E clementary, 27

]
m
'Jﬂ

high school, and 12 unified.
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These districts were widely distributed within the state and woroe
ed value per ADA, local revenues

characterized by large variations in asscss
per ADA, and current expense of cducation por ADA relative to the state
average,  Tables 17 Lo 19 show the disgtribution o Lhe selected districts

according to the relative magm tude of these variables in 1964, Fifty-—

cight of the 85 districls. or 68%, were characlerized by assessed valucsg
per ADA less Lhan the state average.  The distribution was similar with

respect (o local vevenue per ADA reflecting the olose relot tonship of
local revenue and assesscd value, Howevey  with respect to current ox-
pense of education per ADA, districls tended (o concentrale around Lhe
state average, about 530% of the districls were eharaoclors vod by boelow
avoerage current expense peorv ADA 1n 19649

Live Lo the state hverage woere more eharae-

Low ussossed vialucs vel

-

teristic of clementarvy and unified districts than of high sehool districts.

In less than 50% of the high schosl districts  asscssed valuo por ADA was

less than the state average 1n 1963, the percentage was 76% lor clementary

sliicts and 85% for unificd districrs,

To permit analysis to be made of the inmpact of chungos in [edoral
activitics, the school distriets seloctod (or study were groupod aceording
Lo the magnitude and diveetion of change 113 thoe proportion of f{ederal to
total ADA during the period, 1957-63. Table 50 shows the various Lroupings
ciployed and the number of clementary, high school . and unificd districls
classificd 1n cach,

In 23 of the 85 districts included 1n the study. there was no well-
delined trend in the proportion of federal Lo tetal ADA.  Changes oUeurring
in these districts resulted primarily from influences other than sh:fts 1n
Federal activity.

On the other hand, in the 6 districts cxpericncing sudden and sub-

stantial changes in federal activity  1mmediate Tipacls wore apparont.
In gencral, large decreases in assessed value per ADA and in local revenue

[x

per ADA were associatled with sudden and substuantial :ner ascs 1n the pro-

portion of federal ADA.  The reverse was true whoere the propavtion of

federal ADA declincd sharply. iowever, current expense per ADA typieally

maintained 1ts level relative to the state average beeause of ¢ npensatory

ral entitlemont and state apportionments.

shifts in fed

"

Because of the rapid changes that have charuclorized the Californi
cconomy during the past decade many faclors have i1nfluenced schoo

a
trict operations. Frequently, the impact of = change in federal

was overshadowed by other influences. particularly when the chunge wasg

relatively small and occurred over a numbeor of years.  Thus, trends other

El{lC 132
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than those implied by the change in relative federal ADA would be expected.
For example, in 35 disiricts there was an upward trend in federal entitle-
ment as a proportion of total entitlement. The expected trend in assessed
value per ADA--a decline relative to the state average--occurved in 22 of

these districts; 13 were characterized by n reverse trend. Similarly, in

distriets experiencving a downward trend in relative federal ADA, 12 were

consistlent with expectations nnd 5 were not,
Despite tLhe noted ab@vc, everal general conclusions can
be made on the basis of the trend analyses:

1. Excepl whoere special conditions existed, assessced value rer ADA
relative to the stiate average tended (Lo decline as the proportion
of federval ADA increascd, and tended to increase as lhe propor-

tion declined.

ral activities was more striking

2, The impact of changes in
where Lhe change in ADA consistied of Section 3(a) pupils than
where Section 3(h) or a mixture of Section 3(a) and 3(b) pupils

were involved,

3. The trend in local revenue per ADA relative to the statle average

tended to follow 1hat of asscssed value per ADA,

4, The rate of change in both variables was more rapid for districts

ith high assessed values and locul revenues per ADA relative
ly period than

o]
—
"—M.
feti
Lri]
r&
=
~

1
Lo the state average nl the beginninz ol
fo e

‘or lhose with average or below average values.

5. Regardless of the impact of changing [ederal activity on local
venues per ADA, general levels of currentl expensc per ADA were

maintained, and the *endency for district expenditures per ADA

to approach the staote average was characteristic of the districts
t

ed for study:
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CHART 1

SELECTED VARIABLES AS RATIOS OF TOTALS FOR ALL ELEMENTARY DISTRICTS
(Excluding Los Angeles)

WHEATLAND ELEMENTARY DISTRICT

FISCAL YEARS 1957-1943
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CHART 2
SELECTED VARIABLES AS RATIOS OF TOTALS FOR ALL DISTRICTS

MOJAVE UNIFIED DISTRICT
FISCAL YEARS 1957-1963

2.2 — B e e - e

.ASSESSED VALUE PER ADA

2.0 — f—> S —
v & LOCAL REVENUE PER ADA

1 i-—;uRFeENT EXPENSE OF

EDUCATION PER ADA

RATIO TO aLL DISTRICTS
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CHART 3
SELECTED VARIABLES AS RATIOS OF TOTALS FOR ALL CISTRICTS

FISCAL YEARS 1957-1963
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CHART 4

SELECTED VARIABLES AS RATIOS OF TOTALS FOR ALL DISTRICTS
ALAMEDA UNIFIED DISTRICT

FISCAL YEARS 1957-1963
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RATID TO &Ll DISTRICTS

CHART 3

SELECTED VARIABLES AS RATIOS OF TOTALS FOR ALL DiSTRICTS

PACIFIC GROVE UNIFIED DISTRICT
FISCAL YEARS 1957-1963
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CHART 6

SELECTED VARIABLES AS RATIOS OF TOTALS FOR ALL DISTRICTS
CORONADO UNIFIED DISTRICT
FISCAL YEARS 1957-1963
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CHART 7

SELECTED VARIABLES AS RATIOS OF TOTALS FOR ALL ELEMENTARY DISTRICTS
(Excluding Los Angeles)

CENTRAL ELEMENTARY DISTRICT

FISCAL YEARS 1957-1963
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CHART 8

SELECTED VARIABLES A5 RATIOS OF TOTALS FOR ALL ELEMENTARY DISTRICTS
(Excluding Los Angeles)

OCEAN VIEW ELEMENTARY DISTRICT

FISCAL YEARS 1957-1963
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CHART 9

SELECTED VARIABLES AS RATIOS OF TOTALS FOR ALL ELEMENTARY DISTRICTS
(Excluding Los Angeles)

PLEASANT VALLEY ELEMENTARY DISTRICT

FISCAL YEARS 1957-19463
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CHART 10

SELECTED VARIABLES AS RATIOS OF TOTALS FOR ALL ELEMENTARY DISTRICTS
(Excluding Los Angeles)

SAN MIGUEL ELEMENTARY DISTRICT

FISCAL YEARS 1957=-1943
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CHART 11

DISTRICT ASSESSED VALUE PER ADA AS A RATIO OF TOTAL FOR ALL
ELEMENTARY DISTRICTS (Excluding Los Angeles)

SELECTED ELEMENTARY DISTRICTS :

FISCAL YEARS 1957-1943
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CHART 12 ,

DISTRICT ASSESSED VALUE PER ADA AS A RATIC OF TOTAL FOR ALL
HIGH SCHOOL DISTRICTS (Excluding Los Angeles)

SELECTED HIGH SCHOOL DISTRICTS

FISCAL YEARS 1957-1963
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CHART 13

DISTRICT ASSESSED VALUE PER ADA AS A RATIO OF TOTAL-FOR ALL
HIGH SCHOOL DISTRICTS (Excluding Les Angeles)

SELECTED HIGH SCHOOL DISTRICTS

FISCAL YEARS 1957-1963
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CHART 14

DISTRICT LOCAL REVENUES PER ADA AS A RATIO OF TOTAL FOR ALL
ELEMENTARY DISTRICTS (Excluding Los Angeles)

SELECTED ELEMENTARY DISTRICTS

FISCAL YEARS 1957-1963
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CHART 15

DISTRICT LOCAL REVENUES PER ADA AS A RATIO OF TOTAL FOR ALL
HIGH SCHOOL DISTRICTS (Excluding Los Angeles)

SELECTED HIGH SCHOOL DISTRICTS

FISCAL YEARS 1957-1963
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CHART 16

DISTRICT LOCAL REVENUES PER ADA AS A RATIO OF TOTAL FOR ALL
HIGH SCHOOL DISTRICTS (Excluding Los Angeles)

SELECTED HIGH SCHOOL DISTRICTS

FISCAL YEARS 1957-1963
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CHART 17

DISTRICT CURRENT EXPENSE OF EDUCATION PER ADA A5 A RATIO OF TOTAL
FOR ALL- ELEMENTARY DISTRICTS (Excluding Los Angeles)

SELECTED ELEMENTARY DISTRICTS '

FISCAL YEARS 1957-1963
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RATIO TO ALL HIGH SCHOOL MSTRICTS

CHART 18

DISTRICT CURRENT EXPENSE OF EDUCATION PER ADA AS A RATIO

OF TOTAL

FOR ALL HIGH SCHOOL DISTRICTS (Excluding Los Angeles)
SELECTED HIGH SCHOOL DISTRICTS

FISCAL YEAR
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CHART 19

DISTRICT CURRENT EXPENSE OF EDUCATION PER ADA AS A RATIO OF TOTAL
FOR ALL HIGH SCHOOL DISTRICTS (Excluding Los Angeles)

SELECTED HIGH SCHOOL DISTRICTS

FISCAL YEARS 1957-1963
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Table 27

CALIFORNIA SCHOOL DISTRICTS CLASSIFIED AS CASE

1963

District

SAFA

Number

Grade
Span

Elementary districts

Central

San Miguel
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Ventura
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Table 34

CALIFORNIA SCHOOL DISTRICTS CLASSIFIED AS CASE II

AVERAGE DURING THE FERIOD OF
FISCAL YEARS 1957 THROUGH 1963

Distriet

\m‘
i

yuntiy

SAFA

Number

Grade
Span
FY 1963

Elvmentary digtricls

Alwater

Marinu

Monterey City
American Canyon
Browns Valley
Hinkley Union
Yermo

Orcutt Union

Vaca Valley nion

High school districts

Amuador Valley

Joint’ Union’

Livermore Joint Unian
San Rafael City
Merced Union
Monterey Union

Napa Union

Tust in Union

San Bernardino City
“~wta Maria Joint Union
Santa Ynez Valley Union
Vacaville Union
Moorpark Memorial Union

Unified distriects

Murod

Merced
Monterey
Monterey

Napa

Napa

S5an Bernardino
San Bernardino
Santa Barbara

Solano

Alameda
Alameda

Marin

Merced
Monterey

Napa

Oruange

San Bernardino
Santa Barbara
Santa Barbara
Solano

Ventura
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CALIFORNIA SCHOOL DISTRICTS CLASSIFIED AS CASE
IN WHICH V/N INCREASED RELATIVE TO THE STATE
AVERAGE DURING THE RERIOD OF
FISCAL YEARS 1957 THROUGH 1963

LI

II

e Grade
. s . SAFA
District County a Span
i Number . ]
FY 1963

Elementary districts

 Bausalito
Arenn Union
Winton
Victor
Fairfield

High school districts

Roseville Joint Union
Redlands Joint Union
Victor Valley Union
Oceanside-Carlshad Union
Manteca Union

Trinity County

Mari
Mend
Merc

s5an

11
ocing
ed

Bernardine

Solano

Plac

ey

n Bernardino

1t Bernartino

San Diego

San
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San Diego
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RATIO OF 1963 TO 1957 VALUES FOR SELECTED VARIARBLES

Table 38

CASE II DISTRICTS IN WHICH V/N DECLINED
REIATIVE TO THE STATE AVERAGE DURING THE

PERIOD OF FISCAL YEARS

1957

THROUGH

1963

Total
ADA

Nonfederal
ADA

Seciion 3
ADA

Assessed
Valuye

Elementary school digtiricts

Hinkloyy

Browns Valley#
Yerprmo

Orcut L #+
American Canyon#*
Monterey

Vaca Valley*
Atwﬁter

Marina#®

State average

High school districts

Santa Maria*t i
Santa Ynez Valley
Amador Valley#*
Moorpark Memorial#®
San Rafael

Tusiin

Merced

Monterey
Livermorc#
Vacaville

San Bernardino#

Napa#*

State average
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* Federal eptitlement based entirely on Section 3(h}.
T Ratio computed for 1958-63 because no entitlement was indicated

for 1957.°
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CALIFORNIA SCHOOL DISTRICTS CLASSIFIED AS CASE 111

Table 39

IN WHICH V/N INCREASED RELATIVE TO THE
STATE AVERAGE DURING THE PERIOD OF

FISCAIL YEARS 1957

THROUGH 1963

7 SATA Grade
Distriect County ] Span
Number e
FY 1963
Elementary districts
Palmdale Los Angeles 106 K-8
Westside Loz Angeles 224 K-5
Rio Linda Sacramento 24 K-G
Robla Sacramento 15 K-6
Daggett San Bearnardino 101 K-8
Fallbrook San Diego 39 K-8
Oceanside San Diego 42 K-8
Hueneme Ventura 2 K-8
Unifie: districts
Pacific Grove Monterey 54 K-12
Folsor Sacramento 5 K-12
Benicia Solano 75 =12
Valle jo Solano 27 K=14
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Tabhle <0

CALIFORNIA SCHOOL DISTRICTS CIASSIFIED AS CASE 111

IN WHICII V/N DECREASED RELATIVE TO THE
STATE AVERAGE

[t
)]
o)

o Grade
s _ ] SAFA
Districts County : Span
; KNumbevr N
i FY 1963
Elementary districts
San Jose Marin 207 K-8
Unified districts
Klamath-Trinity Humbo 1dt 368 K-1Z2
Novato Marin 611 K=12
Coronado San Diego 16 K-12
San Diego San Diego 105 K-14
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Table 43

RATIO OF 1963 TO 1957 VALUES FOIlL SELECTED VARIABLES
CASE III DISTRICTS IN WHICH V/N INCREASED RELATIVE
TO THE STATE AVERAGE DURING THE FERIOD OF

FISCAL YEARS 1957 THROUGH 1963

Total Nonfederal Section 3 Assossed

District o _ .
ADA ADA ADA Valie

-t

Elementary distr

[
fa)
(it

[

et
L
(v

Palmdale
Westside

a

-
o
Lo Lo

W

Rio Linda
Robla

IR

b T ST S Y
i I R e
o
R el

[l e N
[ ]

S R e
b,

S v S i

.
o]
[
iy
i
il A
. o
N N =
o
[

Lo N T e T
e
b = = D

o
(S
ek
p
=

| R
. .

Hueneme

it

State average .3 n.a. n.a. 1.4

o
o

Unifie. districtis

3 1.4 1.
.6 a7 | 2.
1

2

[y
o
=
BTN AR

i

Pacifie Grove

~1

Folsom
1.3
1.4 1.

Beniei:

(SR
L]
o

B oH o

[

=

Vallejo

L=
Fl

State averuage 1.4 n,a. irLa,
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Tahle 44

SELECTED VARIABLES, HEAVILY IMPACTED CALIFORNIA ELEMENTARY DISTRICTS
FY 1963

Variable San Joaquin Adelanto Herlong China Lake

Al
e
e
e
k-7
]

]
[y ]
R
i
Le o]

o

c/N $402

\m‘

V/N 18, 993 6,050 1,218 - 51

[

G 1.35 0.80 4.2

w

tg* 0.
L/N 185 91 16 23
S/N 121 , 184 198 291
F/N 168 .. 166 163 195.
(. + S + F)/N 474 ;411 . 377 509
Np/N 78.7% 88.6% 85, 3% 100, 0%

Ngfg)HN 78.7 67.4 56.9 98 .5

——— .




Table 15

FACTORSE RELATING TO THE DETERMINATION OF THE OFFSET
OF FEDERAL FUNDS IN SELECTED CALIFORNIA DISTRICTS

v

P.L.

6

(1261-623

(1961-62)

Koo

San Joaquin ‘Adelanto

$14,130,770 | $6,257,480 | %

574 Increment 4,441,239 4,605,608

ntitlement
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it
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CALIFORNTA SCHOOI. DISTRICTS WITIOUT A WELL=DEFINED TREND

IN THE PROPORTION OF FEDERAL TO TOTAT, ADA

Table 16

DURING T PERIOD OF

FISCAL YEARS

LO57 THROUGH 1963

o Grade

Bistrict County ,,SAFA Span

: Number . et

FY 1964

Elementary districts
Livermore Alameda 16 K~ 8
Pleasanton Joint Alameda 145 K-8
Seeley Union Imperial 89 K-8
Indian Wells Valley Union Kern 83 K-§&
TLancaster Log Angeles 113 K-8
Salvador Union - Napa 142 | #]
shurtleff Napa 18 K-G
Barstow Union San Bernardino 48 K-8
Highland San Beornardino 272 K=0G
Chula Vista San Diego 585 K-6
National San Diego H9 K-6
South DBay Union S5an Diego 741 K=6
HBayshore San Mateo 103 K-8
Three Rivers Union Tulare 529 K-8
High school districts

Bishop Union Inyo 824 9-12

i Lassen Union Lassen 98 9=14
| Antelope Valley Joint Union Los Angeles 151 9-12
f Grant Union Sacramento 36 7-12
; Barstow Union S5an Bernardino 19 9=-12
| Fallbrook Union San Diego 32 9-12
f Sweetwater Union San Diego 81 7-12
z Armijo Joint Unlon Solano uG 9-12
ﬁ Oxrnard Union Ventura 31 9-12
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DISTRIBUTION OF CALIFORNIA ELEMENTARY,
AND UNIFIED DISTRICTS,

Table 47

HIGH SCHOOL,
BY ASSESSED VATLUE

PER ADA REIATIVE TO THE STATE AVERAGE

FY 1&63

V/N As a Peorcent of

The State Average

Numbar

DPDigtricis

Elementary

High School

Unified

Less than 20% 2 . -

20-39 7 7 = ==

10-5¢ 1z 2 3

60-79 7 7 1

80-99 7 4 3

100-120 1 5 1

120-139 3 5 -

140% or more 1z 7 4 1

Total 85 46 27 1z
173




Table 48

DISTRIBUTION OF CALIFORNIA ELEMENTARY, HIGH SCHOOL,
AND UNIFIED DISTRICTS, BY LOCAL REVENUE
PER ADA RELATIVE TO THE STATE AVERAGE
FY 1963

LN As o Percent Dfii Number of Districts
The State Average o 1 B ] 177
All Elementary ﬂigh School
Less than 20% 3 3 ==
20-49 9 7 -=
10=-59 5 5 1
G0-79 21 & 10
B0-99 17 9 5
1@0;119= 14 2] G
120-139 6 2 3
140% or more ] 4 2
Total 85 46 29
o 174
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Talile 19
DISTRIBUTION OF CALIFORNIA ELEMENTARY, HIGH SCHOOI,,
AND UNIFIED DISTRICTS, BY CURRENT EXPENSE
PER ADA RELATIVE TO THE STATE AVERAGE
FY 1963

W e ) . Numbier of Districts
CoN as a Poreent ol

The Stute Average ) . . ) _ .
All Elementary High School Unified

ILoss than 20%
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Table

a0

DISTRIBUTION OF CALIFORNIA ELEMENTARY, HIGH SCHOOL,

AND UNIFIED DISTRICTS
IN PROPORTION O

Figcal Years 195

?
F
7

BY TYPE OF CHANGE
FEDERAL ADA
Through 1963

Type of Change

Numbor of

Liistricts

Elementary

High Schoonl

hified

Sudden and

Upward Lrend

Dovreasing rvelative

Incruasing relative

Downward trend
Increasing relative

Duecreansing relative

Relatively constant,

substuntial

VAN

VN

V/N

-

—
[ e

[

[

[

(-
[

Tovtal

heqviiy impacted o -~ == 1
Noo well=defined trend 14 3] - 21
16 27 1z 55

et
=~
[a}]
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BIL 5 of Federal Entitlement on Local Fjs
Sixteen States as Shown by Mulitple Correlati

An attempt was made in this study 1o utiltize gintistics) inlomotion
in an evonometlric annlysis to predict cducntionnl expenditure based on
soviovconomic chornvtleristics of all districis and on amount ol LI, 874
entitlement in federally affoected districts,  Multiple regrossions wora
computed For 16 states for which the smomple of both entitled mud nonenti-

tled distiricis wns suificiently large. ‘The dependent variabloes in ol

cases wore loeal revenue share of current expenses of ation per pupil;
the independent variables were socviaocconamic variabl daid the proportion

The addition of federally connected ADA as an jndependent variahle

niing socviocconomice charne-

in combinntion with 1 set of variables rvepre

teristivg ol the areas shows the dirvection and magnitude ol the impact

that flederal connection has on the lounl sharve of expenscs, after taking
into aceount socioeconomic gtructure, The sociocconomic variables to-
gather accounted for 30 to 50% of the varialion among districts in 1 at

share of expenditures, indicating that these variobles leave a larvge pro-
portion of the variation unexplained. Since federal ADA is only n smnll
factor in the siructure of most distvicls, the addition af ledoral ADA
reduces the unexplained portion of the variation to only a smoll cxtent.
With such a large portion of the varintiion ¥emnining uncxplained, the
equations derived cannot be used as relinble estimators of local expendi-

tures., They can, however, be used to denote the impnct on expenditures

of given variables, such as federal connection,

For the 16 stales, the two best socioecconomic varinbles for each
"

‘are selecled on the basis ol intervorrelation analvsis, The

variables were combined with a third, representing fedeval impact, This

variable was the vatio of 3(a) plus one=hall 3(b) ADA to total ADA. In

Independent variables: population per square mile, percent in non-
public schools, median years of education, percent of work force in
white collar occupations, median family income, pereent of families
with income over $10,000, percent of population under 18 years, per-

nt of nonwhite residents, percent moved into district in last 5
ars, salary of beginning teacher, ratio of elementary to total ADA,
(3(a) ADA + 1/2 3(b) ADA)/ADA,

[
]
)



the dependent variable was local sharve of current expenscs por
{Sce Table 513

oalelt vase

H

pupil . th Linear and log cquatjons wopoe

Federal conncection was [found Lo he a =tatrstieal Ly sigmitreant variable
with o O95% degree of contidence tn 11 stntes. " In ecuch of these sialos,
the cocllicient carries g newilive =1un meaning that the federal con-
nealtion s assoctaled with reduced local of fort 1n these 1L stiales {Uhe
multaiple regresston analysis pormils no conclusions to be reachod con-

corning the other 39 =tates)

gedgsed valae amd tax rales sceparately,

Srnee we counld nor anal yee
1t s pot possible to conclude from this analysis whether the reduced
cffort was duc to a substiturion of federal or local funds, or Lo reduced
Taeal ability due to Federal connection It 18 notoworthy. however  that

s prasent 1a stateds that appear typically to hoeoe

-t

the negative of foc

underpiyoment as woll as states tvpreally Lo have avoerpaymoenls.

An est mate of how the Federal rmpact depresses local ef fort can be
had by noting the orffeets on the prodicted values of local expoenditures
crealod by sviting federal ADA ot zoro in districls with relatively
heavy Tederal entatloment The diflervence between the prodicted local
expenditure with fedoral ADA and the prodicted value alter scetting lederal
ADA to «cro as a measure of the federal impact on local expenditlurcs in
cach distriet’, assuming thut the sociocconomice characlteristics of the

districl are held constant,

The results of this analysis for selected districts in the L1 states
4

are shown ain Table 52, In cvery distiiet, local offort is considerably
below what it would ho in a district similar 1n S0clooconomic vharacter-

pslics, bul without ledersl connoelion,

This analyvs:s indicates that in these 11 states federal connection

oclated with reduced local effort The: fact thit an every

1s strongly asso
case whero the variable representing fedoral conneclion was statistically
significant it was also negative | strongly supports that Finding.

The approach and data used here were adopled [rom twe studies of

school finance using multiple regression .a predict currentl expenses ol

¥ IL was not significant in 5 of the 16 gtateg--Alabama, Massachusetis,
Michigan, New York and Norih Curolina. .

T The districts shown in Table 52 had ratios of [oderal to total ADA
with values of not Jess than o F oand not more than 2. They also had

proedicted values of the dependent variable within 10% of obscrved

vilues
Q
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Table 51

ON LOCAL SCHOOL EXPENDITURES IN 16 STATES
MULTIFLE CORRELATION AKALYSI!

e - . - e e - _
' ;
! Constanl pre———— e e e e e s
; i i i
Al Laig et . ’ T L I B I W
(.11 4 [S IR | i
] i i
i 4 '
! FHGg Tavge - i oA .
[E TS ] i |
! :
[ LETH k10 T
' ! (1.TH) !
‘ [FTENE IETH a2l 1.l §ii Ti.di i
! (1, iy 4 (. HuK) ;
H !
i I i R T H] IR MY : 151 U 3] T
i (1.47) t (.noa) !
i P i
g it hiasd § e Tin: S, . L0 - . 111. L0 si, 2 16 i
! tiin. ) (.00) [GTEN} !
i H
1
P b Trg Lt NI =111 B 153 [E
[BREES] 1 (. 16y
i Ll . R R el L
o (.a51) (out) (1.64) {
§ o ey Lo 1.4 ] .7 A
; (a7 !
3
2 i LY ERNAY ] Y] Ui %}
H . 5 N o
! (.01 [Q PR
i
! K Uarislira (938 1.8 . 1. K i i7 :
1 (t.z1) !
[T Lo 47 14 Tl
fhuwte Tsland Lin EN Toal L]
Deniblle Uarsef i Teng 1.4 17 i, . i
i. 5G4}
RER NI TEET TN iin 70 BRI i
Foxas Trog =71 16 1.0 .t
{ vy
Lo lamtis Dups-ABdent Vavisabie 11+ linsar i Laevondary ADAY: (total ADA)Y
log - natural log 7. 3 ADA = F A0 ALATS {toral ADA)
1 Fopulat von (hundreds) per sguare mile i

oL Parpe chiwsls

toil dtadents in manpublic

i Modian yeuars of cducation

Mowdian Damily income (%) 4

Popoent aof pnpu]fx(iw;x) unde i 18 yoars

*otme (1) aafded tooovarviabile i the TOg oA,

O

ERIC | 179

Aruitoxt provided by Eic:



O

ERIC

Aruitoxt provided by Eic:

ESTIMATED IOCAL SHARE OF CURRENT
INCLUDING FEDERAI, ADA AND EXCLUDING

Tulle

Hd

EXPENSES
FEDERATL ADA

State and Districi

Tneluding

Foderal ADA

Exeluding

Faederal ADA

Fedoral
ADA/ADA

California

15
o b

~l
v o

[t
1

Conneciicut

$11.1
71
111

o~
o™

=
o
Ls I o

[0

~) O
Dy ]

296

283

293

Dats T v ]
) b

=
AT
[ I s

o
e

— L
-1

e SO

i
~ IS T

0o

s
Lo L

26

[(aad
)
(o]




O

ERIC

Aruitoxt provided by Eic:

Table 52 (coneluded)

Stute und District

Including

Federal ADA

ExcoTuding

Fodoeral
ADASADA
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cducation.’  Two modifications to the approdach wore inteodaced in our
stwdy,  Firsgt, leocal revenues per puptl were substituted For current
cxpenses ol cducation poer pupil as the dependent variable.  This was
done for twoe reasons.  First, we are primorily interested in impacts on
Local rovenues, nol on total cxpenses, sccond, we belicve that the socio-
veonomic characteristics of an area should be related mostly to local

revenucs,  The other portion of costs are primarvily state aid.  Stato

aied is typieally cither o (lal sum per pupil (v per classroom) or is=

vguind bt tron aid. In the former ecase, 10 05 not intlucnced by lacal

socioceonomic structure, and in the tatter casce, it aperaies (o countor=

halanece the offcets of local sociocconomie structure.,  Thus, state aid
payments should not be included as part of the dependent variable,  The

sccond mod  fication was to omit assessced value per pupil (or per capita)

s an independent variable in the regress=ion for 1oval revenues.  This

s evHsenlial for Lwo reasons: (1) s1inee 11 is to be cxpected that federal

connection negatively influcneces asscessced values per pupil, having both

as indepondent variables will make il impossible Lo distinguish the Lrue

cffect of federal connection on local revenuces; (2) 16 is crroneous Lo

include-assessed value as an independent variable in the caleulation of

local revenuces per pupil since asscssced value is g component of local

revenues and not an independent sociocconomic charactervistic (.e.,
L = LtV where L 1s loval revenuce;. U, the tuax rate; and V is assossed

value), Including nsscssed value as an independent variable is tantamount

Lo huving the remaining independent variables determine mervely the tax
rate, given asscessced value, This is acceplable, but is far less than

claimed for the cquition, that is, as a predictor of local revenues given

-

only docdioeconomic structure,

In general, the results of the cconomebtrice analyses were disappoint-
ing, sncling only

cral conlirmation to the hypothesis that lederal

—

connection negatively influences local ability to provide cducation.
* #

Evidoence of Foderal Effecrs on

1
School Disirict Poerformance

Evidence concerning the use of PLL, 871 Tunds and the changes wrought

by Tederal conncetion on sheool programs is available {rom our [ive casc

Expendi tures, ar
PP:,%, 1963,
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studics.  In Montgomery County, the brg tncrease 1n funds occurved altor

Phe law was amended in 1953 to provide payment for out-of=state comnuting,

In that year, there was some reduvtion in the toval tax rate. and no par-

trealar cvidence of special use ol Lhe additronal DL 871 fuiuds In

general, Montgomery County is so overwhuelmingly sof loenced and historvy=

ible to determine

cally molded by Tederal connection, that 1L 15 impa
dany speclal use of PoL 871 funds. or special Tederal oiffects,.  Suffiee
1Eoto o say that Montgomery County is the restdence of well-cducated,
hrgh-ipeome people with high aspirations {ov thewr children Thus. thoy

spend o preat deal on education.  This was Lrue bhoth before and after

arrival of PoL, HBY1

In Philadelphia. 52 million of UL, 871 funds 1s oo small a propor-
tron ol total expendi tures to make any major tmpact In the [1rst yvear
the Tunds were obrarned . they were ascd divectly for the puichiase of
necded cquipnent - In later years  they were merged with the soneral

Funds. and appeat to have heon uscd 1o help increase teacher salaries

In Vaullejo, the foederal Tunds when f1rst received were directoed o
i1l

tal=inge salaries. In 1950, Vialleio was 1n o sevious (inancianl position--
: ' g i

suluries considerably belew Lhe state average, pupslZicacher ratio ahove

the stute ratio, and (inancial balances very low.  PLL. 871 [unds clearly

hiuve lod to an improvement n this srluation wiih salaries and linancial

buliances cspecially showing considerable 1mprovement.  Federal connection

In Vallejo is associated with the industrial characleristics creatoed in
the erty.  School expenditures are kept at levels associated with only
modest aspiraticns.  Local effort 1s geared to the level of support f{rom
oither sources. consistent with maintaining approximately average lovels
of state expenditure on educalion.

In Salina, Kansans, P,L. 871 funds enfeved the general revenues,
Expenses of cducation per pupil increased 1n Salina. but not as rapidly
ag did those of other (irst-class cilics i Konsus. with which Salina is

grouped for pavment under P.L. 871, Since local revenues per pup:l in-

creased al oo pace conststent with that of other Kansas cilies, it indi
cates that P.L,. 8749 funds were somewhat less than-adequate 1o (311 the
gap.  No major changes oecurred in the clementary school program. though

expansion permilted the use of more new equipment and buildings.  The

X

high school curriculum was hroadencd. especially 1n the ficelds of [ore:sn
language and mathematics.  In general. however, the pupil/teacher ratio,
indicative of overall performance,; rose somewhat 1n responsc Lo riging

school population, returning to the 1950 level in 1963,

The environment of Brevard County Florida, has been radically changec

from ruval to urban by rhe Cederal developments in that area Expendi tures
ks
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on education rose from 1951 to 1861 much fastcer than did the average for

Florida, und ithe curriculum changed substantially to mecel the neceds of a
higher proportion of collepe aspirvants.

Loenl Tiscal effort rose in Brevard County to accommodate the rapidly
ingreasing enrollment and the rise in per pupil costs. There is no single
item of cxpenditure that can be attributed to the federal [unds, although

it is cvident that these funds, in combination with reasonable local

effort, accomplished the task ol maintainine and ifwmproving a school sys-

tem under the impact of rapid growth.

Brevard County is an example of an area radically changed by federal

impact, where educational aspirations of the communitly have been altered.

For the most part, howcver, foderal impacil is imposed upon an existing

community, with aspiration levels of its own, not readily influenced by
federal activity. DBesides--unlike the Washington, D.C. area, Brevard
County, or Huntsville, Alabama--most of the federal activities do not

cauge radical departure from the aspiration levels of the comnunity.

In an analvsis of 4 national sample of 800 high schools, Profes-

—

'sor John Dailey of George Washington University, found no relationship

between level of entitlement and student achicevemeont, He did find, how-

it

ever, that entitleoments tended to go Lo districls with unlavorable com-

munity environment,'  Sce his study printed as Appendix G of this report,
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Chapter 6

Methods and Extent of Federal Fund Offsctting

Fifteen states in the United States take P.L. 874 funds into account
in determining state aid to local school districts.® P.L. 874 [unds arc
offset in whole or in part by reducing the state aid that would otherwise
be provided to a district. In ho case do states actually require local
digtricts to remit such funds to the stale. Fourteed of the stales that
reduce aid to local districts have equalization programs.  Morcover,
gsome distiricts receiving only basic aid (aid unrelated to fiscal ahility)

in these states have P.L. 874 funds oflsot up to the amount ol equaliza-

tion aid that they would have received il there had been no offlset.

The procedures lollowed in oflsetting vary greatly from state Lo
state, In part, these variations are duc to diflerent forms of cquaiizaﬁ
tion aid, and in part to different methods of treating district receipts
for federal [unds. The first source of variation was analyzed by refler-
ence Lo Burkhead; the three forms of equalization aid arc (1) ih: lixed
unit equalizing grant; (2) the variable unit equalizing grant; and (3) the

: . 5 s +
percentape (of cost) equalizing grant.’

The first two methods provide no essentinl difference for calcula-
tion or justilication ol oflselting and will be discussed together. The
third method is essentially dilferent, and will be discussed separately.

It is employed by only three ol the offsetling states=-New York, Rhode

Island, and Wisconsin,

* Alaska, California, Maine, Nevada, New York, Oregon, Rhode Island,
South Dakeota, Utah, Vermont, Virginia, Washington, Wisconsin, amd
Wyoming; the [ilteenth ollsetting state is Hawaii, which has a single
district and will not be discussed further. Montana requires that the
aid he substituted for local elfort,

T Rqualization aid is aid that varies inversely with a district's ability

to finance education [from local revenuc sources,

f J. Burkhead, Public School Finanee, Syracuse University, 1964, Ch. IX,

"State Aid Patterns,” pp. 205-235,



The form of computation and the method of treating federal funds
are set forth below, with states grouped according to the form of equall-
zation; the variations in treatment of federal funds are shown as por-
centages of the federal funds deducted. The first group of states uses
‘a lixed or variable unit equalizing grant and offsets a fixed part of
Lthe federal funds by subtracting these funds from the foundation program: ¥

Alaska*

EYNy - tsVi - .5F) = 8;; Si > B
Oregon
ENj - tgVi - .75F = 8j; $; > By
N . %
ooutlth Dakota
Vermant§
(ENi - lgVy - Fy) k = Si‘
5}'1 -8
] 1 : ! -
T S1 with S} e S1 L. T = time 1n vears
2 1 =" :
Virpginia
Vo W e, s e
ENi—ISVi—l‘i'—-f}i; &'l;El

Washington

K Although the lormula calls for offsetting a fixed proportion of F, the
proportion actually offset will vary, because no offgetting occurs
once all the equalizalion aid has been fully offset. (Sce discussion
below ol Virginia.)

—

Sce symbols at beginning of report,

¥ "%" was 0.11 in 1962-63.
5 "k was .716 in 1963-64. There is an escalation feature in that the

average ol entitlement for the current year and the previous year

cannot be less than the previous year's entitlement.

o
=

Q : 1t
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by capitalizing a portion of the [ederal payment and adding this to local

property values:

I
California

EN; tg (\i + ’“1”‘13 S;i 5 ~#B
Utah®
ENj = g (Vj + 8K /1) = 8§

5t /L. = Bt_/L. 050
!JLSXLL AT AT (1959-60)
A fourth group of states equalize on the basis ol a proportion of
the actual currvent expenses of education incurred by a district. In thesec

states the foderal funds are deducted [rom costs belore computation ol aid.

New York'

C.

1

i

Ci- (Fy+ Uy)

Ci (I - xvy/v) = 85, bf: B;

L]
e

[
L™
=

Rhode Island

ENJ‘ 5121{

# The proportion of federal funds deducted is less than the stipulated
ratios of .4 and .5 by the ratio ol tg/tj.

T € is current expenses of education; U is receipts allocable to eurrent
operatiun, other than state or federal lunds; C' is allowable costs
alfter deducling lederal lunds and other receipts; K is the level of
foundation support, currently $500 per pupil; x is a proportioning
Tactor, currently 0,510; vi/v is the ratio ol district market value
ol taxable property per pupil to the state average, currently -set at
$28,300,

1 is the ratio lor basic support, currently 0.30.
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wyamiﬂg$
ENj = tgVy - 2/3F; = 5

L =]

A sccond group of states has [ixoed or variable unit equalization

programs, but offsets varying proportions ol funds under P.L. 874:

. B +
Maine'

(ENi - Fi) Xiki = Si

Xy s Nifvi; .18 < x. E . GG

ki = (Ly + 5:) / (ENy = F), where k < 1

if ky > 1, then [ollowing formula uscd,

(ENi = F) Hi + .1 xi CLi + Si) = (ENi = Fi;> = Si
' . s
(note: L; is local revenue)
+
Nevada”
YN V. - kEF. = @. g
ENj = tgvy - kFy = 5; S5; = Bi

k ~o Vi/NifV/N

A third group of statesg have lixed or varigble unit equalization

programs, and olfset varying proportions ol funds under P.L. 871, as in

group two. This group differs [rom group two in that offsetting is deone

#*

A new procedure is being adopted in 1964-65 in which a variable pro=
portion of federsi funds are being deducted, equal to the ratio of the
stipulated to the actual district tax rate. This procedure is essen-
tially that used now in California and Utah. It is estimated that the
proportion of P.L. 874 lunds deducted in Wyoming will decline from GG%
at present to 41%.

The proportion ol F deducted is a variable, dependent upon the values
of x and k, with a maximum ol 66%,

The basic program (B) is a variable, depending upon the number of cer=
tified teachers in the distriet, Kk varics between zoro (whon district
assessed value per pupil is less than 30% of the slate average) to ,35
(when distriet assessed value per pupil is more than 90% of the state
avelagea). Thus, not move than 35% ol T is offlset,
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Wisconsin®

Cl, = C‘i = (l"i F Ul)
! . .
Ci /1 Vg =ty Loy
+
F - F = T . R
(‘5 Vﬂ) bty= 5p 7 5 2 bl

The proportion of federal [unds offset by decreases 1n state aid
varies greatly from stale to state, depending upon the fermulas for off-
soetting, set forth above, and the relative imporcance of equalization vs
basic aid. For the Iirst group of states, the formulas would resull in
ollset proportions varying from 11% in South Dakota to 100% in Virginia.
flowever, only a portion of districts in thesc slates will have the maxi-
mum offsets. Some districts receive only basic aid; for these the oll-
setting may be zero, if the district would not have been eligible for
equalization -aid even without offsetting. In 10 districts in Virginia
5 reccived no equalization aid, yet there was ollsetting in 3 ol th@sa
5 districts. These 3 districts would have received equalization aid, il

thetre had been no offsctting.

In Calilornia, Oregon, Washington, and Now York, the basic aid is
such a high proportion ol the total, that either a large portion of dis-
tricts are totally unaffected by offsetting, or offsetting 1is reduced by
the basic aid minimum. In New York, for example, P.L. 874 funds will
only be deducted il costs do not exceed the Tfoundalion cost ol $500 (3600,
1965 act of Legislature) per pupil. Since most ol the districts in the
state spend more than $500 per pupil, offsetting is inelleclive, Theo-
retically, olfsetting is most complete in Virginia, which olfsets up to
100% of P.L. 874 funds. In 1964-65, however, an estimated 40% ol P.L. 874
[unds were ollsel in thal state. Several large recipients of [ederal
funds, suech as Arvlington County, are sulficiently wealthy so that they do

not reccive equalization f(unds with or withoul ollsetting.
In the variable proportion procedures used lor offsetling in Maine,
Rhode Island, and Wisconsin, proportioning lactors are not applied spo-

eifically to federal funds, Rather, they are the factors that determine

L VS is stipuluted assesscd value, currently $34,000 per pupil§ Vq is
actual district assessed values.

+§; is augmented if local expenditures require a tax rale in cxcess
of 17 mills.

t  Seo EvglquLgn ol Dllagtting in leULL‘d DthllLL% 1n Two SLlLUz al

Lthe End ol this chaptler
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the amount of egualization aid, and thus increase as the need for stlate
aid increases. However, federal funds arc deductibles to which the same
proportioning factors arc applied. Thus, in Maine, the proportion of
federal funds deducted ranges from 18 to 66%, with the higher value ap-
plicd to the districts with the lowest assesscd valucs per pupil. In
Rhode Island, the range is generally [rom 30 to 50%, with the same result

ag in Maine.

In California and Utah, 10 and 50% respectively of the federal funds
are divided by the local distriet tax rate, the resullt considered as an
addition to the assessed value of the district. In efflect, the funds =
detducted [or any one district will be less than 40%, since the proportion
ol lederal funds deducted in California is .4 times the ratio of the stipu-
lated tax rate to the district tax rate. Under the present law, this
stipulated rate will be equal to or less than the actual distrvict rate
for any district receiving cqualization aid.™ The greater the actual
rate, the lower this [raction and the smaller the federal fumd offset.

By this procedure, the olfset is preportionately less [or districts mak-
ing a relatively large local elfort; i.c,, for districls imposing a rela-
tively high tax rate. A morve complete description of the method in Cali-

lfornia is contained in the scction helow.

Only one state, Nevada, assigns a specific ratio to the federal funds
that varies directly with ability to pay. This factor varics between Zero
and .35, increasing as the ratio of district assessed valuc per pupil ap-

proaches the stale average.

Table 83 summarizes the information for each of the ollselling stales.

quire detailed investipgation ol each state record. The information ac—

quired from the states in this study permits an order-ol-magnitude estimate
gel. The 14 states olfsctting some
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ol the Lederal [unds reccive about 40

% ol the [unds dispersed under P.7.. 874
in 1962-63. About two-thirds ol the districts within an ollsetting state
are Llypically alfected; for these districts, about one-third of the fed-
cral lunds are typically offset, Thus, it may be concluded that about

10% ol the federal funds dispersed under P.L. 874, generally confined to

Section 3 funds, are olfset.

*  Prior to 1964, under the "alternate” program, a district rate could

be, and olten was, less than the stipulated rate. For these districts,

deduction would exceed 40% of the federal [unds.
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Table 53

STATES OFFSETTING P.L. 874 FUNDS

Pl

P L
11 Ald Formuli

Mathnd of Inclusion

Eat. % of Dimcricts
for Which Deduction
Is Effective

1.

n

g

i

i

1y,

Alaska

Califurnia

Mayner

Hrw York

Grusaen

Khinlss 1= Lityd

Hrith Dakota

Uiah

Veremiond

VIirglnia

Washingion

Wiarinsiii

Wyrming

50% of F added to local
cffurt and subtracted from
frundat ion progrom

F rultipiteid by
of the stigulatced inx ruetc

{ig} too the district rate
(gl

foilnidat 160

trEicLized I'F

F muliiplted by o propers
tioning factuar (K] and sub=
tragiid from [oundation

3D rim

F eubiteascted {rum eosts af

iifuicat fon

kol Fosupiracted from

Youndat ton program

F disdir terd from eost of
vilugnt jon, the remainder
mult iplied by a fuctur,

o determing state aid

Fooledue Ll from foundal ion
progrum support and pros

riited

Fomuttipliod sy

3 aid (i, o the
district rals {1,}*

F subtracied §eom Dinnsdoas
tian progrFam times 0 propors
tning faetor (K}

¥ osubtruetad from founda=

t i prrog van

F gubtravtid {rom cost af
vilientian; the amoiint
dedycted s F(1 = Vg/V,),
whitre Vg 1s stule guwran-
tood wssvsscd valuo

af Foiedueted frm

dist lun program

All
f.a.
All
n.a.
Abnut 10%

About 50%

All

Aboul 374

Ahout

[
o

Atoul 60% of dis-
tricis; 10% ot
gnrFo ] lmenit

Up to 40%,  Actunl amsunt reduesd
by rattn of tgsty: Totel deduction

nhoul 0%

14% for highest
per puptl o

#i in relatian
L' asseased
value per pupil te atate

K = 0 when rativ 1
K = 45 whisn ratin

i from O far dists
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The Offsetting of "uderal Payments in State Aid to School Districts in

California

To provide a better understanding of the procedures and effects of
offsetting, the system used in California is described in detail in this
section, State aid to local school districts in California consists of
basic and equalization aid. Basic aid is paid on the basis of $125 per
pupil per vear and not less than $2,400 per scheol district. The total

state aid paymgﬁt (3) is cxpressed as [follows:

Egualization aid is determined with respect to two foundation pro-
grams, the Regular Foundation Program and a more liberal Alternate Foun-
dation Program (referred to as supplemental support under current law)!*
The latter program is applicable to elementary school districts with
assessed valuations of less than $11,000 per pupil; andlhigh school dis-
tricts with assessed valuations of less than $25,000 per pupil. The
regular program results in equalization aid for elementary districts of
more than LOU ADA with assessed valuations ranging from $11,000 to $19.:000;
the range for high schools with 301 ADA or more is $25,000 to $40,800. The
upper limits of $19,000 to $40,800 are the points at which state equaliza-
tion aid reaches zero. Special [oundation programs are provided for ele-
mentary school districts with ADA's of 100 or less, and for high schools

with ADA's of 310 or less.

Regular Foundation Program

The dollar amounts defining the foundation programs and the stipu-

tated tax vates under current law are as [ollows:

Amounts Stipulated
. Digtrict per ADA Tax Rate
Elementary (101-900 ADA) $229 L0060
Flementary (over 900 ADA) 2439 L0060
High School (over 300 ADA) 329 0050
Junior Collepe 570 L0025

* The specilics ol the change from the alternate to Lhe supplemental

support program are desceribed below,

O
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For an elementary district with N = 1,000, and V/N = $12,000, the

Formula operates as {ollows

]

iy
at
okt
h
-

1,000) = ,006G(%12,000)(1,000)

= $239,000 - $72,000 = %15 ,000

5 f;x-N =

I
ko
g
any
~}

Il V/N had been %14 000 or higher, the calculated value of 8 would have
been $114,000% and seale aid would have been reduced Lo the hasic aid of

$125 per pupil,

Supplemental Suppori (Foimerly Alternative Program)

For elementary distriets with V/N less than $11,000, the [oundation
program is increased by $1.10 per pupil for each 1 mill increasec in the
tax rate (above .0060) up to a maximum ol $321.50 with a tax rate of
L0135, In the case of high school districts with V/N less than $25,000),
the increase for each 1 mill increase in tax rate (above ,00380) is $2.50
up to a maximum of $416.50 with a tax rate ol 0085, *

Assuming, lor an elementary distriet, tg = Ly = .0135; N = 1,000;

and V/N = %8, DDO the formula operates as ifollows:

$321.50 (1,000) = .0135(8,000)(1,000)

oo
1

500

Lu

1]
]
o
An]

96,500 - $321,300 - $108,000 = $213

S/N = $215.50, including equalization aid ol %$88.50

Effect of %iu ral Pa&menlg Lu Dis L]LLLH Unsz P L 87/

An addition to district ADA becausce of federal activities may result
in a decrease ol V/N. This would be the case [or Scction 3(a) pupils,

since no asscssed value can be attributed Lo them.

* Prior te liscal 1964, the alternate program was based on a Lax mate
ol .0135 or .0085, and applied to all districts wilh low . V/N and tax
rates in excess ol the stipulated rates of .00GU .0050.  The impaét

ol the new approach on the offsel provisions ol t. state aid program

ig discusszsed later
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The effect of Section 3(b) pupils on V/N will depend upon the char-
aclteristics of existing assessed valuce. I[ the district tax base were
entirely residential housing and the income and family size characteris-
tice of the federal families were similar to thosé of other residents ol
the district, V/N could be expeccted to remain unchanged. If other sources
ol assessed value were important, the effect of additional Section 3(b)

pupils would be to reduce V/N,

In general, a reduction in V/N can be expected. The mapnitude of
the impact will depend upon the relative size of the entitled ADA, the
proportion of 3(a) and 3(bL) pupils, and the characteristics of the local

tax hasze.

aid, a reduction in V/N would result in increased state aid il no olfsct-
ting feature were built into the state aid formula. In California, a
portion ol the federal [unds received is converted into an imputed assessed

to computation of district aid (required local tax elflort).

Specifically, 40% of the entitlement of federal aid under Section 3
of P. iz divided

by the tax rate ol the district to determine a "computed increment’ to

o

874, as cstimated by the U.,S. Commissioner of Education,

!

assessed value. The tax rate cmployed is specified in the Eduecation Code
(Section 17604) and reflects the sum ol the rates levied for purposes re-
lated Lo current expense ol education (rates levied for capital purposes
are excluded), Tor any district, thevefore, the proportion of rederal
Jdunds deducted from equalization aid is QQtS/tﬂ;

This procedure results in relatively higher offsets lor districts
with low tax rates than for districts with high tax rates, and for dis-
tricts for which t, = .0135 than for those for which ty, = .0060. The
relationships are shown in Chart 20.. Thus, for an olfset of 25% of fed-
eral funds a tax effort of .0216 is requirved of districts for which

tg = .0135, as compared to .0096 for distriects operating at the .0060
rate. Expressing it another way, a tax rate of .0100 implics an oflset

ol 54% for districts with t, = .0135, and 24% for districts with Ly =

gram (effective in fiscal year 1964) will reduce the maximum ol[lset (o
0% of federal entitlement because tg = tg for all tq between .0060 and
LULsd.,  Tor Ly }_EQLSE (or .0060 in the ecase ol the regular program) the

curve remains unchanged.

O
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CHART 20

RELATIONSHIP BETWEEN THE PERCENT OF FEDERAL FUNDS OFFSET
AND DISTRICT TAX RATE (t) FOR ELEMENTARY DISTRICTS WITH . - .0060
AND t - 0135, 1962-63
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ernale program in 1963
legs than 510,000, it

cderal [unds will be

Since elementary districts emploving the a

1
were charavterized by assessed valueos per ADA ol
I

I0—°v

is logieal lo assume that a higher proportion of
ollsel in low wealtlh distriets (measured in terms ol assessced value per
ADA) Lhan in high wealth districts. . However. since tax ratoes tend to
decline as V/8 increases it is not elear thal Lhere will be an overall

negative relationship between percent of federal funds oflset and wealth,

Figure 7 shows the relationship between the péreent of [ederal lunds
offsetl in 1962-6G3 and assessed value per ADA in 1962-63 for elementary

school districts in which lederal entitlement constituted 10% or more of

the current expense ol education, As expected, the oflsct was relatively
Larger for low wealth districts than for high wealth districts. Howevel,
for districts cmploying the 0060 rate there was no relationship between
VAN and dlg/tg; for distriets at the 0135 rate, there appeared to be

only a slight negative relationship,

The eflect of the change lvom an allernate to supplementiary sup-
port progran, as indicated above, ig Lo limit the maximum ol lfset Lo 40%.
Under Lh
or only slight relationship between V/N and .4tg/tgq for districts at the

s program, therclore, there would appear to be no relationship

L0133 rate,  In other words, lhe major cause of dillerences in the rela=

tive amount ol offset associated with wealth is the apportionment formula.

similur conclusions resull from analysis of high school and unified

districts. PFigures 8 and 9 show the relationship between V/N and At Sty
tor these iypes ol districts where federal entitlement conslituted 5% or
more ol current expense of education., In the case of high school dis-
trivts, no relationship was evident. However, cniy 2 ol the districts
cmployed the 0085 rate., In the case of unilicd districts, the negalive
relationship agonin appeared to result primarily lrom the npplicablc appor-=
tiomment formula. The elflect ol the formula is more varied in unilied
districts Lhan in elementary and high school districts considercd scopa-=
rately, since the alternate program is available to both elementary and

high schools in the unified district. .

~The olficial position of the State Department ol Education is that,
instead ol determining an assessed value incroment that is a function of
the local tax rate, each dollar of federal [unds received should repro-
sent the same amount ol assessced value in cach district. HOWEVGI, at
Lhis point, a change ol the type advodated by the Department would cause
substantial shifts in funds among individual districts, and From high
and unilied distriets, as a group, to clementary school districts. The
average ollsct for the elementary districts included 1n this study was

FRIFEY

32% of Tederal entitlement. On the other hand, aboul 23% ol the federal

196
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FIGURE 7

RELATIONSHIP BETWEEN THE PROPORTION OF FEDERAL FUNDS OFFSET
AND ASSESSED VALUE PER ADA IN ELEMENTARY SCHOOL DISTRICTS
WITH FEDERAL ENTITLEMENT OF 10 PERCENT OR MORE

OF CURRENT EXPENSE OF EDUCATION, 1962-63
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FIGURE 8

RELATIONSHIP BETWEEN PERCENT OF FEDERAL FUNDS OFFSET

AND ASSESSED VALUE PER ADA, HIGH SCHOOL DISTRICTS
WITH FEDERAL ENTITLEMENT OF 5 PERCEWNT OR MORE

OF CURRENT EXPENSE OF EDUCATION,

1962-%3
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ASSESSED WalLUE PER 4ADl

FIGURE 9

VALUE PER ADA — UNIFIED DISTRICTS
OF 5 PERCENT OR MORE OF CURRENT

WITH FEDERAL ENTITI.EMENT

EXPENSE OF EDUCATION,

1962-43
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entitlement was ollset in the case of the unified districts ncluded: the

a lixed offsot

compurable igure for high schools was 17%. As a Fesi
percentage applied direetly to state aid would result in increased stale
pavmenls Lo eloementary schools and decreascd payments to high school and
uniFied districts, I such a direetly applied offsct amounting to 2595

ol federal entitlements® were employed, the clementary districts included
in this study would recoive about $530,000 in additional state funds:
high scheol distrizts would lose aboul $371,000 and unified districts,

F14140,000,

Federal Trunds

luding Hawall, which offsct all or part of the

The 14 states, o

fedoral lunds, generally justifly UIfSELling as lellows:  state aid undor
alt equalization program is designed Lo compensate or a lack ol loeal
roevenue sources.  The general method ol caleulation takes into account
only Lthose local revenues raised through local taxatlion, mostly properly
taxes. There is an admitted absence ol such a lecal tax bage for Tedor-

ally connected pupils, However, some ov =11 ol the deficiency in the

“tax base is covered by receipts from the federal government under P.L. 874.

I the slale government does not take these into account, the local dis-
Lrict will recelve coapensation both lrom the federal and state govern-

cr
ment [or the some deliciency in local tax base. In other words, Lhe stlate

Cbeliceves that it is justilied in cousiderving P L. 874 funds ns rovenucs

Lo the loeal district in the same calegory as revénues raised by local

Liaxue: .

The following calculations will show that 1f the federal payment

creates intradistricl equality v, Fo 2 P, there will be a stale over-
pavment for federally entitled pupils, onless F is taken into acceount in

Lhe state ald formula.

For simplicity, we will assume that the state equalization program

1s based on a lixed value per unit (E), representing the loundalion cur-

rent expense to be supported (more complex formulations would not change

the findings of this section), Under the [ixed unit program, the stalc

aid is as follows:

# The 25% ligure was recommended in a report to the State Board ol Bdu-

cation (Re
L8962z,

payments, since the average offset was about 25%.

commendations on Public School Support) issued in November

25% would cause minimum c¢hange in statewide cqualization

[
P
=)



(1) 8= BN = t_V,

whore 5 is the state aid pavment, I the [oundation program, N the ADA or

clagsroom units, L_ the stipulated tax rvate for the local district, and

V the ecqgualized assesscd value of the distvricet,

For the federally connected pupil under Scotion 3(a) of P L 87,

the state aid would be.

since there 1= 1o assvssed value attached 1o oa 3¢0a) puprl whose parents
hooth Live and work on {oderal proporty Fooroa pupil under Scetion 3(h)

¢ value. The state ard for him 15 as

however, there is some assoe

follows:
(3 S301) = ENyeny - (Vg

State aid for nonfederal pupils mayv be designated as follows:

(1) 8, = EN, - (V)

The amount by which state aid lor federal pupils exceecds that lor
the same numbor of nonloderal pupils can be determined {rom the above

cgquations as lollows

(m Ny UGS N - 50N where £ o= 3(a) + 3(b) pupils

i
e

Dillerence

= ONptg (VN - VECB) : ij

Il therce were no iederal payments under P.L. 874, this diflerence

is the amount of stale aid required to equalize the revenue derived [rom

Federal and nonfederal pupils The diflevence reflects the lower prop-
erly tax basc ol the lederal pupils If the tax base were the same, then

the ratio of assessed value per pupil would be the same for lederal and
nonlederal pupils, and the above equation would show a zero difference.
To the extent that there is a dilference and that dilflferenc: is compen-
sated for by payment under P.L. 87, Lhe stale 12 justified in taking
1

Lthese paymenls into account.
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Note that the dilference in the ratios of property valucs poer pupil
delines the lederal payment Loy intrvadistrict cqualization; let I, = tqV,

then

(6) F. = Np(LegVp/Ny, - thSCD)gxi) {sce Chapter 3 on compu! 1 Lnn
of F,)

M

11 YN L SN - V. SN

and Fo/NpLy Vi Ny Vj(b) Ny

Thus, Ig/Nptg can be substituted in equation (3), yvicelding the state aid
diflerential in terms ol the federal payment for intradistrict equali-

zallon:

(7) D= Nptg (Fo/Npty)

Hi

FU LH‘L(‘

district ecqualizing lederal payment times the ratio of the stipulated
local tax rate to the actual distriet local tax rate. As long as the
actual lederal payment is at leasl as proat as Fo, the differential pay-

ment represents a double payment to the loeal district for federal pupils.
Equation (7) also represents the amount of lederal pavment that the stale
can legitimately olfsct to eliminate such double payment. IL Is impor=
Ltant to note that the [ederal payment to offsel is represgented by F_ and

not the actual federal payment, F, Thus, il the stipulated tax rate is
one-hall the actual distriel rate, and the intradistrict cualizing lad=

cral pavment is one-hall the actual federal payment, then the state may
1

egitimately ollset one-fourth ol the aetual federal payment.

The above formula for determini g the proper amount ol ollset is ap-
pliecable lor states using the fixed or variable unit cqualization grant,
For states using the pevcentage equalizing lormula it can be shown that
the direet inclusion of Fo as a deduction [rom costs properly accounts
for the dilference between lederal and nonlederal pupils. In the purest
example ol percentage equalization, i.e., that nsed by Wisconsin, it may
be shown that the amount by which state aid for [ederal pupils cxceeds

that for the same number of nonlederal pupils is reduced to zero by the

-

nelusion of FE in the cost lormula.

(1) D= Np(Sp/Np = S,/N))
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the costs for [ederal pupils, when 2utillement

Fo is as [ollows;

Cr = Lip + IFn + 55

the costg for nonfederal pupils is as follows;

Ch = Lp + 8p

then the difference [formula may he written as l[ollows;

"L o+ Yo o+ Sp Iy + 5p
(3) D= Ny T e (1 = vq/Vy) - e (L = Vg./Vy)
Ny Ny 3

Assume that state ald per pupil will be the same lFor fedeoral and nonied-

vral pupils;

substituting (4), reduecing terms and cancelling;

(5) D= (F, + Lf - LpN;/Np) (1 Vi Vy)

From Chapter 3, however, we know the [ollowing,

(6) F, = LyNp/Ny - Ly
thus, Fo + Lp = LyNp/Ny = 0, )
and, _ D= 0.
To the exlent thal the lederal payment exceeds the intradistrict

cqualizing payment (FE) there is an additional payment to the local dis-
tricet [rom the fEﬂEFai government. Regardless of the equalizing formula
used, the payment above I'g does not constitute double payment wilh regard
to state aid, thus no state offset fur thisg portien is justified. On the
other hand, 1if the federal payment is less than Fg, then the differential
Justifying offset is accordingly reduced, and may be Lfound simply by gab-
stituting F for Fg: that is, in the [ixed or variable unit grant, D' =
Ftg/tq, where D' is the dilferential representing double payment wken
F<F

M

[

Altithough the above formulation shows thal slates providing equali=

zalion aid to local school districts are justified in taking federal

[
pon]
e
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payments under P.L. 871 into gecount in determining the amount ol statce
aid, it does not lfollow that the methods employed by states to culeulale
federal [und offsets result in a proper allocation of funds. O the
states with lixed or variable unit cqualization programs, only Calilornia
amed Utah come close to using the above mothod to caleulate the amount ol

olflse Wisconsin's percentage cqualizing l[ormula would be purfect, il

o could be substituted for I. Por most other stales, il will onlv be
Tortuitous if the amount of offsct just cquals the amount of state aid

overpayment that would exist without olfsel., In the following scalion,

several examples ol stale overpavment and olfset are provided. Thoesoe

arce demonstrative; no conclusion can be drawn as to the relationship of
oflset to overpayment in all dislricls or in all states using ollset.

It [ollows [vom thisz analysic that 100% olflsel is only justilicd i Uhe
lederal payment is nol in excess ol the intradistrict equalizing payment
and, lor the unit 5551cm, il tg = tg. The federal payments per pupil in
excess ol the amount required for intradistrict cgualization would not
normally accruc to the local district in the abscnce of the federal ac-
fivity. II the state oflsets the amount in excess ol the intradistrvict
equalizing lederal payment, then the state would be providing less funds

per pupil for lederal pupils than for nonlederal pupils. Federal pay-

ments in excess ol those needed [or intradistriet oqualization imply an
additional purpose of lederal aid, lor example, interdistrict equaliza-
Lion. State olffsel ol this portion subverts these other purposes. In
addition, consideration should be given to the costs incurred by the

local district in acquiring and administering the P.L. 874 program. These

have been estimated to be 5 to L0% of the funds received.

It should also be remembered that these stale overpavmenls oxist
only where there is equalization aid, and then only L the measure of

local ability is based on real property. I, as in Texas and Florida,

the measure ol ability is more broadly defined and includes inceme, then
the state aid may be more closely related ta Lrue ability and (he over-

payment for federal connection may disappear.

Bvaluation ol Oflsetting in Selected Districls in Two States

As noted in the section above, where a [ixed or variable unit grant

system is cmployed to distribute equalizut.al aid, the jusitiled amount
ol federal fund ollset is determined by the following equation: justi-

ed olffscel = Futy/ty, where Fo = F. The only unit grant states using
IGlnulaLanb that approximate ch ohe that would guarantee the proper
oflsctting are California and Utah. In these stales, a portion of the
Iederal funds arve capitalized into asscssed value by dividing by tg; how=

ever, the proporiion used does not necessarily relate to the difference

[
o)
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between I oand Fo. The amount of justifiable offsetting has beon compared
with the actual amount of offsetting in selected districts in California
and Virginia. Virginia was chosen for comparison because it has a stale
aid lormula similar to that of California, but uses a substantinlly dil-
ferent oflfset formula.  The results of the analysis are contained in

Tablos 641 and 35,

In Caliloria 7 districts were analyzed: 3 large city unitied dis-
tricts, and <4 small neighboring districets in Marin County, consisting of
a unified districet, a high school district and two feeder olementary dis-
tricts,  For these districts, about 35=40% ol the P.L. 871 funds are
available lor ollset, according to the analysis presented in the previous
scetion,  The [formula vsed in Calilornia, 1.e., idFigﬁLd, takes less Lhan
half the justificd olfscet in every case except Novale Unilicd School Dis-
trict. In this cvase almost all the justificd olffset is in lact olisct,

The reason is that olfsct is based on entitlement, whereas justiflicd of[=

sol is based on the lesser of actual entitlement and intradistrict equal-

izing enbitlement, which In Novatu 1s less Lhan hall the actual entitle=

F(
a

lo
ment . Parvadoxically, the justilicd elfse a lesser proportion of
L

actual entitlement in the cases where the federal payment greatly excveods
Lhe inlradistrict cquallizing payment, This occurs becausc ]u stiliced offl-
set 15 based on the amount that would normally be available [or taxing if
the federal payment vepresented local tax ability.  The federal payment
in excess of intradistrict equalizing is a bonus to the local arca that
would not normally be part ol the district’ Ltax basc, and thercelfore

should not be part ol the state ollset.

ntative of Lhe

The 10 districts in Virginia are reasonably repre

county and ~itly districts thal constitute the.public school system in

that state. In 1959-60, the yoear lor which we had adegquale data Tor Lhe

. Lhe state cqualization program had two pi isiong that have

"W
gince been eliminated: (1) the calculated equali ation aid was proratod
25,000 poer district

analysis

at B1% of the calculated need; and (2) a limit of %2
was set on cqualization aid. Under the old conditions, ollsetting occurred

in only & of the 10 sample districts. The proporiion ol [unds olflset var-
to 51% in Prince William County.

ied greatly, [rom 7% in Fairlax }aunLy

In the latter county, the proportion oilset was double the amount justified.

Using the 1959-60 data, butl changing the equalization procoditre to
conlorm to that used at present in Virginia, the olfsetting was recalcu-
lated. The results are strikingly diflferent and conlorm more to the
present practice. OIffsetting occurred in 8 of the 10 districis, All the
federal funds would be offset in 4 ol these districts. In all but one
t would be much in excess ol Lthat

district, the proporiion ol funds offlse
justified. It would appear that the offsctting procedure now used in

Virginia is far less satislactory than the one employed in California.

205
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In general, a variable proportion of the actual [federal entitlement
appears to be available for justifiable offsct. In the two states eoxam-=

ined above, thisg proportion varied [rom a minimum of 9% in Princess Annc
County, Virginia, to a maximum ol 47% in San Jose Elementary School Dis-
trict, California. The minimum availability lor offsel oceurs when there
is considerable flederal overpaymentl, meaning that the intradistrict equal-
izing payment, which Jimits the justified oflfset, is much less than the
actual payment; second, the district tax rate will be relatively high,
resulting in a low tg/tg ratio. The offselt taken will be close Lo the

olfset theoretically available as determined above, where [ederal payment
is

is less than Fg, so that Fp is not controlling, and where the district
lax rate is low relative to the stipulated tax rate. To devise an ollscet
formula that will just take the justilicd proportien ol foderal funds,
i.e., representing double payment, it is nccessary to know and to use the
value of Ty

Using the 17 districts in California and Virginia shown in Tables 54

and 53, it may be estimated that olfsetting an average ol 30% of the fed-

eral fundg is justilied.
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SYMBOLS USED IN STUDY OF P,L, 815

T = a time peviod during which a school district is potentially

eligible for receiving P.L. 815 payments

P = paymenls fto a school district under P, L, 815 during T

P = Tinanecial burden during T placed on a school district because

N woaverage daily membership = ADM

A « augmentation duving T

K = vcosts of building minimum school facilities during T, [inanced
or repaid with revenues [rom property taxes or federal paymentis

L = residential property tax revenucs f(or construction of school
facilities during T

h =~ ralio of average number of 5(a)2 and 5(a)3 ADM to average
total non-5(a)i ADM

X = raltio ol property taxes attributable to each 5(a)2 and 5(a)3
ADM to property taxes atiributable 1o each nonfederally con-
nected ADM

w = state average per pupil cost of construction minimum school
facilities

SPPC state per pupil costs ol building minimum school faecilities

H

Subscripts

L = federally connected pupils

L

(a)1

—
il

unthoused federally connected pupils under Section

o
I
]
[y
-
]
Mt
L

unhouged federally connected pupils under Section

unhoused federanlly conneccted pupils under Section 5(a)3

L
11
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Chapter 7

EVALUATION OF P I, #15

Goneral Discussion

pro

The

vigion

purpoge ol the evaluation of P L 815 s to cxamine whether the

ol assistance lor the construclion ol urgently needed minimun

school facilitics has relioved the (inancial burden placed on school dis-

frri
rel

Lio

cal

aterd L
ns of

Lake

-

in school mombeorship

a result of the substantial inc

0O new o increase ! loderal aetivitios IFive of the Tfiftoen see-

Lhe law deal with specifoc wavs 1n which the federal assistance

place. Thuse five scelions are.

Sceclion S--lederal Lo school distrigls according Lo Soc-

Lion & ol P.L. 815, Suction 5 distingurshes between (a) children
residing on federal property with a parent cuployed on federal
property. (b) children residing on federal property, or residing

with a parent emploved on federal property and, {¢) children

whose membership resulis divectly [rom activities of the United

States,  These children are called 5(adl, 5(a)2, and 5(ad3 pupils

Seclion b payments arve made i there is a sudden increase in one

or move ol these categorics ol children This increase 1s coms=
L

pared wilh 5% ol the total ADM Caverage daily membership) during
! 1 A I 2

the buase year in caze ol 57a)l and 5¢a)2 children and with 10%

ol the total ADM during the base vear in case of 5(a)3 children.
Section 8=-federal payments in addition Lo Seerion 5 payments
in ovder Lo finance the nonflcederal share of the costs of the

forth in the gchool districts applications. These

paymentls are made in omergencies Like loods and Iires

Section 9--a<sistance in the Torm ol providing temporary school
Facilities or puyments equal to the costs ol building temporary
school [acilities 10 the membovship ol some or all of the fed-

erally connecled children will be of temporary duration.

By Dr.

Henri L. Beenhakker,
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in the form of providing minimum schaol

a) no tax revenues ol the stale or any politieal
subdivision therce!l may be expended [ov the [ree public educa=
tion of federally connected ehildren, or () no local cducation

ageiley 14 able to provide suitable [ree public educatiou lor

=1¢h childroen.

3. SBection Id-=payments that ave mostly made to school districts
providing free public education f{or children who reside on

hool district,

Indian lands located outside the =

Y. - . i 3 . 3 . N T s
[he above description ol [ederal assistancve is a brioel onc. A compila-
tion of Public Law 815, Eighty=First Congress, as amended (20 M.§.C.

= &y AL : _ P L s P s . 5 s

631-645) gives a complete desceription.  Labovitz has described the

, A _
history ol P.L. 815,

During the analysis ol P.L. 815, it appeared that of the school dis=
tricts that reeeived or applied for P.L. 815 payments, only a few wore
Familiar with the details of the law. School distriets canno! be blamed
for this since there are no relerences thal provide delails such as delor-
mination ol the augmentation in unhoused ADM [for Section 5, or the appli-

cation of the localization procedure.

The analysis of P.I,. 813 in this report emphasizesg Scetion 5 paye

ments, since the total of these payments over Lhe vears 1951-64 is about

ten times as much as the totul of Sections 8, 9, and 14 payments.

The TIellowing procedurc has boen developed in order Lo examine
whether federal paymoents roceived under Scetion 5 of P.L. 815 are smaller
than, equal te, or largor than the [inancial burden placed on a school
digstrict gs a result of its increase in Tederally connccted enrollment
in elementary and secondavy schools. As in any examination ol capital

xpenditures, this study has to be conducted lor a period of Lime not
shorter Lhan approximately 10 years, The procedure has been applied tno
school districts Tor which suflficient information could be obtained Cthrough
interviewing the local officials. These school distiriets are (1) Salina,
a

Kangas, (2) Brevard County. Florida, and (3) Montgomery County, Marvyland.

¥ U.5, Ollice of Education; Department of Ilealth, Education, and Wellare

Washington, D.C,, January 1964.

+ Labovitz, op. cit,

O
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Pupils eligible for payment under P.L. 815 arc deflined as foliows:
5(a)2 children are those residing on federal property or residing with
a parent cmployved on federal property (situated in whole or in part in
the same state as the school district of such ageney or within reason-
able community distance from such school district); 5(a)3 are those whose
membership results directly from activities of the United States (carried
on either directly or through a eontractor). There is a small dillerence
between the definition of 5(a)2 children in P.L. 8l5 as given above and
that used in this study. This study considers "children with a primary
wage carner employed on federal prnpgrty" rather than 'children with a
parent cmployed on federal prmperty!" The distinction is made since
children with a secondary wage earner employed on federal property de

nol result in a burden placed on the school district,
The Lollowing notation is introduced:

P = actual payments Lo a school district under P.L., 8L5 during

periad T

Po = Linancial burden during period T placed on a school district
as a result of an increase in federally connected enroliment
in clementary and sccondary schools
AN = the augmentation in total ADM during period T
ANp = the mugmentation in ADM of 5(a)2 and/or 5(a)3 children during
period T
K = the costs of building minimum school facilities during perioed T,

which were financed or will be repaid with revenues from prop-

erty taxes or federal payments made under DL, 815

rally connected

residential property tax revenues from local [ede

=
il
I

families lor construction of school facilitics during period T

One has to eompare P with Pe in order to examine whether P.L. Bl5
payiments are smaller than, cqual to, or lacger than the financial burden
placed on a school district, Information regarding P is kept on the
school district's application forms in the OLfice of Educatigni*

*  Summary sheet lor application completed on Public Law 815, a= amended.

ERIC
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Py is determined as follows:

(1) Pg = =— ANp - Ly

()

In other words, the financial burdew placed on a school district as
a result of an increase in federally connected enrollment in elementary
and secondary schools is equdl to that part of costs of bhuilding minimum
school facilities which reflects the costz of the augmentalion in 5(a)2
and 5(a)3 children, minus revenues from loeal Tfamilies of 53(a)2 andESCQ)S

children as a result of property taxes from residences.

Ly is determined as [ollows:

N T
(2) Lg = hxpK
where
h' = ratio of average number of 5(a)2 and 5(a)3 ADM to average
total non- 5(a)l ADM. The averages are the averages over
the repayment pericd of school bends issued during period T
Xy = ratio ol property taxes attributable to each 5(a)2 and
5(a)3 ADM to property taxes attributable to cach nonfed-
erally connected ADM (assumed by P.L, 815 to be .50)
K - as delined previously
The [ollowing assumptions are made for the computation ol Pg:
1. Equation (1) assumes that honproperty tax revenues per family

[rom federally connected families are the same as Lrom nonfod-

erally connected f[amilies

]

The unexpended balance of construction funds at the beginning

of period T is not significantly diffeient (rom the unexpended

It is felt that the above assumptions do not make the comparison

between P and Pg unrealistic.

214
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P consists

I

(3 p

where

W

I}

AN

AN

[
It

&

ANz

basically of three componunts:
0.95w (AN7) + 0.50w (MNa) + 0.45w (AN3)

average per pupil cost of constructing minimum school

st
facilities in the state in which the school district is

the augmentation in unhoused ADM of 5(a)l children (i.e.,

.children living on federal property with a parent working

on federal property) during the increase period
2

the augmentation in unhoused ARM of 5{a)2 children during

the increoasc poriod

the augmentation in unhoused ADM of 5(a)3 children during

the increase period

The augmentation in unhoused ADM is arrived at by first computing
the augmentation in ADM (= AADM) and then subtracting the number ol fed-

erally and nonfederally connected housed siudents.

The augmentation in ADM or AADM is determined according to one of

the following four rules:

1. AADM =

2. AADM

3. AADM

i

These [our

terminal membership minus the ADM during the base year.
The terminal membership is Lhe membership at the close

ol the increase period.

terminal membership minus the ADM during the base year
plus the nonfederal deduetion. The nonfederal deduction
is 107% of the nonfederal ADM during the base year minus

terminal membership.

Lerminal membership minus terminal membership ol the last

prior eligible application.

terminal membership minus the total numbel' ol children

i

previously counted for purposes ol Section 5 of P.L. 815,

rules for computing AADM result in four different ASADM

values; the smallest ol these four values is used in the calculation of

ANy, ANg, and ANg.

ERIC

Aruitoxt provided by Eic:

[
-
P}



O

ERIC

Aruitoxt provided by Eic:

A

by one

L3

o

diflflerenvee between P oand

ar

calculated above, may be explained

t
more of the following factors:

P may be higher than P, because of federal children who were
entitled duc to secondary employment ol mother only. This re-
lates to the differcence in the definition ol 5(a)2 children i
this study and the delinition of 5(a)2 children in P.L. 815,
The cvomplex computation of AADM as described above results in
a computed augmentation of federally connccted ADM during

period T which is different from the actual augmentation in

ADM during period T.

Too high or too low actual costs ol constructing minimum school

o

facilities. The federal government speciflies a single cost per
pupil for an entire state and dous not make any distinction
botween costs ol bullding a high schuol and eosts for buirldiug
an elementary school. Also, Lheore is no distinction betwean
costs of new buildings and cosgts of additions. School districts
where more high schools than elementary schools were buill are
likely to have too high actual costs, while school districls
with more new clementary schools are likely to have too low
actual costs. A similar observation can be made lor schoaol dis-
tricis with a majority of new buildings versus school districts
with a majority ol addiltions. A Tinal reason [or construction
cosl dil'lerences is the possible inflation ol construction costs
since the time of application, because the time lap between datoe

ol application and starting date ol construction varies between

one anhd lour yeals,

In prescribing the determination of P, P.L. 815 uscs an arbi-
trary ‘payment ratio” ol .50 for 5(a)2 ADM rather than computing
appropriate payment ratios for individual school districts. Or,
put another way, P.L. 815 assumes that the ratio of property
taxes attributable to cach 5(a)2 ADM to property taxes attribut-=
able to cach nonfedevally connected ADM (x¢ in formula (2)) is
.80, regardless ol the actual value of Xp. That this may not

be Lhe case is shown later lor the Salina ease study, in which
an xp ol .33 was obLained.

5

The 5% =

absorption condition for bLoth 5(a)l and 5(a)3 children,
federal government pays 95%% of construction costs lor

Idren and 45% for 5(a)3 children (see equation (3)).

i.c., th
5(a)l ¢h



during which Salina was potentially eligible Lor recciving P.L. 815 pay=-
ments was observed. In other words, T = 13. The [ollowing values were

1
obtained for the parameters of equations (1) and (2)

v
I
]

1,090,000

2 =
I i
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Xp = ,33;{k

The above information gives:

Lp = .18 ¥ .33 3 $4,880,000

= 290,000 (secec cquation (2))
and
$4,880, 00
e 4,884

00«

L
-

i

2,192 = §290,000

= $999 % 2,192 - $290,000
= $2,190,000 - $290,000

$1,900,000 (see equation (1))

The foregoing computations do nol take into consideration the fFact
that 8Schilling AFR (the federal {Lacility near Salina) is planned to be
closed down beginning in January 1965, since this plan was not known
until the [all ol 1964, Note that, under the assumption of the continu=
ation ol Schilling AFB, only 57.4% of the federally connected

school conslruction burden was met by federal funds (PfPE % 100), and

¥ This is the product of the three ratios identiflied under item 2,
above, Their source is explained more fully in the Balina casc study

under the subsection Sample for Federally Connected Property Tax Pay-

ments.
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The Office of Education neceds the following additional information
if it wants to apply the procedure described above to any school district
in the country.

l. K or the costs of building minimum school facilities during
period T paid by local property taxes or P.L. 815. This K is
probably not hard to obtain since the "Summary Sheets for Appli-
cation Completed on Public Law 815, as amended," repor* federal
and nonfederal share of construction costs. K is obtained by
subtracting statélcanstructién paymen:cs [rom the nonfederal

share of construction costs.

2. The actual ralio of property taxes attributable Lo each 5(a)2
and 5(a)3 ADM to property taxes attributable to each nonfeder-
ally connected ADM. The components of this ratio may be esti-
mated by sampling procedures--for example, the method used in
the Salina case study was to multiply estimates of the [ollow-

ing three ratios listed helow.

io of nonfederally connected residential assessed valua-

i

a. Ra
tion to total nonfederally connected assessed valuation
=

—

.55 for Balina).

o

b, Ratio of mean asscssed valuation of [ederally connccted to

nonfederally connected housing units (.72 for Salina).
¢. Ratio of Leﬂgrally connected housing units per 5(a)2 and
federally connected ADM (.83 for Salina).
Ratio (a) above can he approximated for a few selected local areas

with a population of 50,000 or more from the Census ol Governments, Tax=

ablgﬁPpnpertg_Yalugs*ﬁﬁbut note that a proper computation ol the ratio

requires the deduction of ledecrally connected residential properiy valua-
tion from the values found in the Census ol Govermmenis. The true feder-
ally connected residential property valuation, as determined by use of

ratios (b) and (c¢) above, can probably only be found through actual sam-

pling of a given school district.

The above information became available lor Salina, Kansas, through
the case study. A period of thirteen consecutive years (FY 52-FY 64)

ureau of the Ceonsus.

*
=
]
=2

ny
T

i}
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—
=
o
=

—
e
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that Py was greater than P for Salina by a total of $810,000 ($1,900,000 -~
$1,090,000). This diflerence between P and P, can roughly be accounted for

by the following adjustments:

Thousands
of Dollars

Actual Salina P.L. 815 payments %1,090

T

1. Add: Tunds [or increase in federally
1

>

connected ADM not covered by P.L. 8
pavments [(.95 % 193 5(a)l's + .5 x
1

]

11

5(a)2's) ¥ average Kansas per pupi

cost rate of $1,l3@]! These funds '
cover the financial burden resulting

I'rom an increase in Tederally connected

ADM duriug years in which no P.L. 815

payments were received. $+326
Payments adjusted for ADM diflflerences’ 1,416

2. Deduct: Decrease due to $141 excess ol

avelage Kansas per pupil cost rale
(%1,130) over Salina K/AADM (%999). -1

far)
[z

Lt
941
i

Payments adjusied to Salina K/DADM rate 1,:

3. Add: Ixcess ol lederally connected
T;gperty tax payments that would be
aseumed by P.L. 815 ($999 ¥ 1,831 X
.0 = $916,000) over the amount of such
taxes as estimated lvom the sample of
federally connected familics in Salina

{%290,000). +G26

4, Add: Amount to bring 5€a)l contribution
up from 95% to 100% of Salina K/ADM rate. + 18

L

Not accounted for, due to rounding ol
data + 4

Financial burden for school construction
due to increase in federally connect: !
enrollment (Pg) $1,900

Total adjustments $ 810
O : .

ERIC "
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Inspection of the above adjustments reveals thal the major causes ol
the %810,000 d

federally connected students to qualify for P.L. 815 assistance (under-

ifference between P and Py are: (1) the failure of many
payment ol $326,000); and (2) the assumption by the P.L. 815 formula that
federally connected familiecs in Salina paid more school taxes than was
actually found to be the case (underpaymeni ol $62§,000). These two
sources ol underpayment were offsct somewhat by a $165,000 overpayment

due to the excess ol Lhe average Kansas por pupil cost rate over the avér-

age Salina rate (K/ADM).

P and P, have been computed for Montgomery County, Maryland, for the
perviod FY 56-FY 63. The following values were obtained [ov the pavameters

ﬁ!raquatianﬁ (1) and (2).

P = § 16,302,902
K = $107,308,400
N o= 43,115

16,940

et
=
n

h™ = 36
}fl = ,GS

The last ralio was obtained by multiplication of the [ollowing two
ratios.

(1) The ratio of nonfederally connected residential assessed valua-

tion to total nonfederally comnected agsessed valualion (,629)

(2) The ratio of mean assessed valuation ol [ederally connccled to

nonfederally connected housing units (1.04)

The ratio of federally connected housing units per 5{a)2 and 5(a)3
ADM to nonfederally connected housing units per nonfederally connectod
ADM was not available and was assumed to be 1. The above information

gives:

ERIC
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L = .36 X .65 x $107,308,400 = $25,110,166

and

$107,308,400
e 43,115

% 16,960 -~ $25,110,116

$4] ,850,276 - $25,110,116

= $16,740,160

Hence, Pe was greater than P for Montgomery by a total of $437,258
(%16,740,160 - $16,302,902).

P and Pe have also been computed for Brevard County, Florida, for
the period FY 52-FY 64. The values of the parameters of equations (1)
and (2) are:

P $ 7,400,000

-
I

. $31,710,000

=z
I

33,991

=
]
It

17,244

I
Wl
i

The value for xf was obtained in a way similar to the computation
of xp lor Montgomery County. The ratio of nonfederally connected resi-
valuation is .47. The ratio ol mean assessed valuation ol federally
connected to nonfederally connected housing units is assumed to bhe 1,
gince no information was available.

.40 x .47 x $31,710,000 = $5,961,480

‘
i =
n

$31,710,000 , -
= FELS s 17,244 - $5,961,480

=
I
I
oy ‘\
x|
[
)
—_

= $16,085,000 - $5,961,480
= $10,123,520
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Thus, Po is larger than P, The difference is $10,123,520 - 7,100,000 =
$2,723,520. Sceventy«four percent of the Toderally eonnhcceted school con-

struction burden was met by [ederal funds (P/P, %100),

An analysis ol the differences between P, and P for Montigomery County
and Brevard County has not been made, since the available information was
rlormed in a way similar

not surficient, lHowever, these analyses can he pel
to the analysis of the diflerence hotween P, and P

Analysis ol &L Dl Districts thaL Iid NDL McuL Lhw éectian 5 Eligigiliyg

Requiroeme nL

Beltove 1958 (he eligibility requirements were established separately
for 5Ca)l, 5(a)2, and 5(a)3 children. The delinition of 5(a)l. 5¢a)2,
and 5(a)3 children is given in Subsection 5(a) of P.L. 815. Since 1958

no dastinetion was made between 5(a)l and 5(a)2 children for the eligi-
# "pllitlun of Public Law 815, ngdtxxllrvt Con-=

bility requirements. A

, g (20 U.s.C. G31- bﬂg)* dU%EllhEL Lhe Qngll___.? rfthto—

5

lhg increase in Ledgrullv connacted children is compared with 5%
¢ ol 50a)l and 5{a)2 chiidren

ol the total ADM during the base year in casc 5
and with 10% of the total ADM durlng the base year in case of 5(a)3
children,

Applications, payments received, and rejeclions have been studied

for a sample of 146 school districts from every state over the period

calions rejectod have been examined in order Lo inve

1952-64. The appli
tigate whether there is any correlation between Lhe number ol rejoctions
and the base year total ADM Thai is, can one expect more rejections in
gchool districts with a large base year total ADM than in school dis-
tricts with a small base year total ADM?

The number of rejections in Lhe zample of 146 school districls dur-
ing the peried 1953=bd 15 given in Figure 10. Categories with no rejec-

rions arce not pretured in this l(igmire.

Figure 10 indicates (hat the sample had 92 rejections and that 39%
ol the rejections were in school districts wilh a total ADM smaller thanh

3,000.

¥ U5, Office of Education; Department of Health, Education, and Welluare,

0
Washingten, D.C., January 1964.
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This percentage, however, is misleading since the number of smaller
school districts.

school districts is larger than the number of larg
In-other words, one hag to consider the number of applications per ADM

in order teo establish whether there are relatively more rejoc=

Lions in the smaller or larger school districts. Tuble 56 reports the
number of applications per ADM category for the sample of 146 school dis-

tricts during the period 1952-G4. This table indicates that, as a per=-
centage of the number of applications, there were more rei -tions in the
larger school districts. 1t is not known how many school distriets did

not apply for P.L. 815 payments because they belicved that they could
not meet the eligibility requirementis Nevertheless, il is probably true
that the percentage ol rejections is larger for the larger school dis-

tricts, since it is havder for these school districts to mect the Eligi=

bility requircments. Figure Ll depicts the percentage ol rejections for

the diffeorent ADM categories.

From the above, one can conclude that dilferent elipibility roquire-

ments ought to be establiszhed lor school districts of different sizes.

It has also been investigated whether the change in eligihility
requirements in 1958 inlluenced the shape ol the ﬂigtributioi ol Fig-
ures 10 and 11 significantly. The shape of these distribulions docs nat

change significantly il one does not include the rcjections prier to
1958. However, the sample size may be too small to draw the conclusion
that the change in eligibility requivements in 19538 did nol influcnce

the above distributlions,

A_Comparison of State Per Pupil Cost and Per Pupil Actual Cosls ol Build-
ing Minimum School nglliLlu
The State Per Pupil Costs {8PPC) are Lhc average costs ol building
N N . . .1; . a 3 s s L. Y - = s oGl T
minimum school lacilities in cach state. "Minimum school facilitics

are those instructional and auxiliary rooms (and initial equipment),
inclusive of single purpose auditoriums, single purposc gymnasiums, angd
any built-1n spectator space, nccessary to operate a program ol free pub-
lie education for the school members of the applicant at normal capacily
1n accordance with the laws and customs of the state, SPPC lipgures forv

Lhe years 1953-64 are given in Appendix Tuble H-1

The computation ol SPPC’s dous nol distinguish between the costs
ol bhuilding elementary schools and the costs ol building high schools.
There is also no distinction made between the costs ol building junior
¢h schools and the costs of building scnior high schools or the costs
ol constructing new school buildings and the cosls ol constructing addi-

Lions.  In olher words, the federal govermmenl assumws that the SPPC i«

1
[
fcn



Table 56

PER ADM CATEGORY

Number of

Schogl Districts With Number of Percentage
a Total ADM Between Applications | Rejections | Rejections
100 - 1000 127 18 14.2%

1000 - 2000 63 G 9.5
2000 - 3000 80 12 15,0
3000 - 4000 36 3 8.3
4000 - 5000 33 1 3.0
5000 - 6000 37 6 16,2
G000 - 7000 20 6 30.0
7000 - 8000 22 2 9.1
8000 - 9000 23 4 17,4
9000 - 10,000 19 9 17.4
10,000 - 15,000 58 10 17.2
15,000 - 20,000 28 1 3.6
20,000 - 25,000 22 5 22,7
30,000 ~ 35,000 11 2 18.2
50,000 - 60,000 5 1 20,0
80,000 = 90,000 3 1 33,3
90,000 - 100,000 7 5 71.4

L
[ ]
]
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cqual to the average per pupil cos

= ol building elementary schools and

high schools and consgiders additions gs new buildings.  The construction

costs of high schools arce higher than the construction costs of

tary = hools :

[

olomon=-

while Ltho construction costs of new buildings are generally

also highoer than the construction costs of additions Henco, school disz-

tricts receiving PoL. BIL payments [or clementary schools are paid too

much, whilte school disiricts receivaing P .. 815 payvments [or high schools

arc not paid onough,

An investigation ol the diiterences between the per pupil

construc=

4, N - : i .-
tioil costs ol elementary schools and high school s, Junior high schools

and high schools, new buildings and additions was made for the

payments which were received by the 116 =chool districts during

mple including =school districts [

1952-G4. In other words, a

entire Unilted States, was taken,

Section D
- Lhe vears

rom Lthe

Table 37 girves the number of Seoction & pavments per Lype ol school”
building made to these school districts during the years 1 and the
average por pupll conslructlon cosls For instance, the %808 reported
for elementary schools was the average per pupil construction cost of
the 837 clementary schoels A total ol 7 892 Section 5 payments has been

slucdied.

AVERAGE PER PUPIL CONSTRUCTION COSTS AND NUMBER OF SECTION 3 PAYMENTS
L

PER TYPE OF SCHOOL BUILDING FOR 146 SCHOOL DISTRICTS
Average Per Pupil Number of
Construction (ostg Seetion 5 Pavments
Type ol ~ New New
School Building Buildings Additions Buildings Additions
Elementary schools $ 808 $ G625 837 G4l
Junier high schools 025 907 940 9112
High schools 1.291 1,139 2,436 2,106 j

* By construction costs is meant the costs ol building minimum

facilitios.

ERIC
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An average SPPC Tigure was computed in order to pain an impression
ol the magnitude of the differences between SPPC and average per pupil
costs vl building minimum sechool facilities as observed in our random
sample ol 146 school districets. The average SPPC [igure usced lfor Lhis
comparison is Lthe average SPPC of all the SPPC's reported in Appendix H-1.

This average SPPC is $1,221.00.

Tahle 58 pictures the differences between $1,221 »~d the average per

pupll construction costs ol Table 57.

Tahle 58

DIFFERENCES BETWEEN
AVERAGE PER PUPIL CONSTRUCTION COSTS
AND AVERAGE SPPC

Average
Type ot School Building Construction Costs
minus- Average sPPC
Elementary schools’ ~$384
Elementary sclhiools ~ additions =580
Junior high schools =281
Junior high schools - additions =309
High schools +70
High schools - additions =82

It has to be realized that Table 58 gives us only an impression ol
the dillerences between actual average per pupil construction ligures and

SPPC.  One has to make the computations ycar by year and state by state

in order 1o get more realistic differcnces. However, tlhe difflerences

reported in Table 588 are sullicient to convinee us that the federal gov-

ernmenl should make a distinction between the diflerent types ol school

buildings for the compuialion of SPPC [igures

An Andlya;a uI the Rahlcdulql Bhdlu of Cu5 ol LUlldlng School lALlllL;L%

School districts arc nol required by law to participate in the costs

ol building school facilities, altheugh the school districts' application



O

ERIC

Aruitoxt provided by Eic:

Terms show the federal and nonfederal share of these costs.  The cost

s during

‘studied [or the sample of 146 school distric

Son
the period 195 The percentage of the total construction costs which

is cqual to the nonfederal share” has been eomputed ol the payments re-

o
kL

ceived by thesce school distriets during thrs period of Lime. Table

reports the number of payments received per percentage nonlederal shave.
Thus, oul ol the 422 P.I,. 815 pavments reccived by school districts,
there were 206 cases whoere the school district naid between O and 5% of
the total construction costs; out of the {422 pavments received, there
were 32 caseos wheore the school district paid between 6 and 10% of the

Lotal construction cosis, cloe.

The conclusion one can make {rom the above Lable is that the per-
centage nonlederal share 1s in gencral low: 56% ol the cases studied had

a pereentage nonfederal share lower than 10%, and 48% had a percentage

nonfederal share lower than 5%.

Lt has also been investigated whether lederal payments tend to redice

uture percentage nonlederal share. That is, doecs the per-

\,...

I
o increasec a
age

centa ral share of a schaool disivict decrease or increase over a

number ‘e P.L. 815 payments reccived by the school district?
Our sample consisted of 422 P.L. Bl5 payients received by school

districts (sece Table 59). The trend ol Lhe percentages nonfederal share
has been examined for school districts that received at least three suc-
cessive P.L. 815 payments. The B.L. 815 payments rcceived were listed
according Lo the Lollowing four classes: !

I Successive pavmenlts with a general inereasing trend ol the per=

centage nonfederal share.

g
I.‘

ssive payments wilh a general decreasing trend ol Lhe |

G
ceintage nonfederal share.

IIT Successive payments where the percentage nonfederal share was
about eonstant. :
v payments where no general trend of the percerlitage

share could be recognized.

Table 60 shows the percentage ol P.L. 8135 pavments found in each of
I g paj

the above elasses.

- = it - 3
Lage will be called 'percgntage nonlederal share.

#
-
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o
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NUMBER OF PAYMENTS RECEIVED
PER PERCENTAGE NONFEDERAL SHARE

Percentage Number of

Nonfederal Payments

_Share leceived
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Table GO

PERCENTAGE OF
P.L. 815 PAYMENTS PER "TREND-CLASS"

b
—i
oo
il
pEE]

[
ot
= e
o T i |
Tt Lo
pra g

Total 100.0%

Lthat lederal payments tend to reduce or increase the future percentage

nonlederal share.

Section & Payments

The distribution of Lhe magnitudes of Section 5 payments received

by all the school districts in Lthe country, has been examined. Appen-
dix H=2 gives the number of Section 5 payments received during 1951,
1952, 1963, and 1964 per class ol magnitude. The [ollowing observatioas
can be made f{rom Appendix Table 11=-2. -

1. The total number of Section 5 payvments in fa) 1951 was 195,
(b) in 1952 was 665, (cy in 1963 was 148, and (d) in 1964 was

61 .

]

[

I

2. The lhree largest numbers of 3ection
the Tour years fell into the same throe
100,000=149,999; ¢lags 150,000-199,999;

3 Except lor the eluster of number ol Section 5 payments mentioned

e
in 2 above, the number ol paymentsg in each vear considered,

1
seemed Lo be randomly distributed over the olher magnitude
classes.

[0
[
-
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The number of successive years a school district received Section &

paymuenls has also been examined. The number of successive yvears is de-

fined as those during which @ school district received, without intor=

ruption, fud@fal assistanﬁei For instance, if o school district would

have reeeived P, 815 payments in 1952, 1957, 1958, 1959, and 1963,
then the number c iv rs dUFlﬂL whlch i 5chaml digtrict

received payments

The total number ol P.L. 815 payments made during 1951=084 is 3,207,

The number ol school districts that received POL. 815 payvments during

lwo successive years is 4589; during threce successive yvears, 140; during
fouyr successive 5, 432; during five successive yoears, 253; and during

6. Table 61 pictures the number of school disiricts

s5ix

in cach state and territory with a number ol successive years of 1, 2, 3,

T I
i
o

Table 61 discleses thal California, the stale with lhe highest total

ADA, has Lhe maximum number ol school districts with a number of succes-
s 2, 3, and 4., Texas, also with a high ADA has the maximum num-

sive years ol 5.

3
bet ol gchool districls with a number of succes

It is evident that the majority of school districts does not receive
Scolion & payments during two or more successive yvears, since il is diffi=
cult for a school district to meet the eligibilily requirements [or more
than one year. That is, the probability is rather low that during two suc-
cessive vears the terminal membership ol 5(a)l and 5(a)2 children minus the
base year ADM of 5(a)l and 5(a)2 children is larger thanfive% of the basc

year total ADM. We saw that in cases like Salina, Kansas, lhis low prob-

‘EJ'

ability of receiving P,L. Bl5 payments in two or more successive years,
may resull in a signilicant diflerence between the financial burden pl
on a school district (Pg) and the actual P.L. 815 payments (P). A possi-
ble solution te the obliteration ol this dilferchee is Lo ineclude in the
computation of the eligibility requirements, the increase in lederally
vonnected children during the years in which no P.L. 815 payments werce
received after the lasl year in which P.L. 815 payments were reccived.,

For instance, a school district applying [or P.L. 815 payments in 1965
would include in the computation of the eligibility reguivements, the
increase in federally connected children in 1962, 1963, and 1964, il the
laslt year in which the P.L. 815 paymenls were received was 1961. How would

one include the above increase in federally connccted children during the
years in which no P.L. 815 payments were received? This would be done by
ad ilng thig increase to the terminal membership of 5(a)l and 5(a)2 chil-
dren. The base year ADM of 5(a)l and 5(a)2 children has to be subtracted
Lrom this sum. If the resulting figure is larger than 5% ol the base year
total ADM, a school district would be eligible for P.L.

815 payments; if
the ligure is smaller, the district would not receive P.L. 815 payments.

(0]
[
[t
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The part of P.L.
the amount ol dollars which ig lell
completion of the construction of
B.L.

nonahsorhed

with Lhese nonabsorbed

established lor Secction 5

over
minimum school lacilitices.

815 payments?

H15 payvmewts not absorbed by school districlts is

from the P.L. 815 payments after
What happens

The lollowing procedurce is

paymenLs:

1. The nonabsorbed payments go back to the federal government il

Lhe nenfederal share of
2. The nonabsorbed pavments

school districl did contribute

Appendix Table H-3 reporis per state

ments that were rgimbursgﬁ to the feders
1952-57, Table 62 gives the total of th

Table G2

total construction

remain

wusls 18 Zoero,

the

cogEls,

wilh the school distriet if

Lo Lhe Lolal construction

¢ and per year the nonabsorbed pay-
1 government during the period

o

e¢se reimbursemcnts,

- . Number of
Sectien 5 Y i
Year . School
Reimbursement .
Digtrictls
1952 $ 438,874 L
1953 1,197,931 47
1954 571,733 36
1955 989,219 42
1956 2,568,744 36
1957 32,757 5
We notice from the table that the Section 5 reimbursements during

oy
]l

1956 were high compared with the other y

What does this mean?
tricts with a zero nonfederal share of t
financial burden placed on a school dist
erally connected enrollment was pr
in the other years; or (2) that dur
districtis with a zero nonfederal share o

234

ears.

otal construction costs, th
rict as a result of an incr
obably better met during 19
ing 1956 there were morc
I total construction costs than



in the other years; or (3) that there were more school districts receive-

ing P.L. 815 pavments in 1956 than in other years., The third conclusion
is not true, gince there were mare F.OI, 815 pavments made in 1932 and
1951 than in 1956, whilce Lthe number of pavments made in 1955 is of the
ganic mapnitude as tLhe number ol payvments an 1956, There was not ctoigh

information available to invesitigate whether conclusion (1) or (2) is

true flaor

Appendix Table H-3 discloses that there are districts in certain

states, like Calilornia, New Jersev, Ohio, Michigan, and Tenncssce, wilh

reimbursements during four suceesgive vears (1953, 1954, 1955, and 1956).
Lack ol available information did nol allow an examination about the sig-

nificance of thi= abservation, I0 may mean that during these vears thoere

wore in the above states many school districetls wiere P owas larger than Po.

Lvinegnt =

There i= little to say aboul the Beclion 8 and 9 payments, since the

number (74) of these pavment

during ithe years 1952-64 was insuflicient

to perform a statistical analysis.  The amounts paid out under Scctions 8

and 9 arce reported in Appendix Table H-4. This table includes all the

i

ments similar to Section 8 and Scotion 9 pavments during the year

Bection 14 payments were lor the irst time introduced in 1954, There
wore alse too lew Scctlion 14 payments during 1954-64 to make any concligive
observation The amounts paid out under Scetion 14 ean be obtained from
the annual reports ol the Commissioncr of Education.” Tabile 63 shows Lhe

in cach =state with the corresponding number ol

mumber ol school districe
-1

pavments.  Numbor of ve Seciion 14 pavinents

sUcees=tve Svoction |

Section 5 pay-

are here delined in a way simlar Lo number of

ments.,

# Administration ol Public Laws 874 and 815, Annual Reports of the Com-

mi

ssioner ol Education, U. 8. Department ol Health, Education, and Wel-

{are, Office ol Education.

[l
[
4]
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Table 63

NUMBER OF SUCCESSIVE SECTION 14 PAYMENTS
-

Number of Successive Years
State or Territory 1 2 3 q 5 G 7
Arizona 27 § 1 1
California 8 1
Colorado 1 1
Idaho 5 1
Minnesota 13 4 L
Montana 21 2 4 1
Nebraska q
XNevada 3
New Mexico 4 3 5 2
North Dakota G
Ohio 1
Oklahoma 55 12
Oregon 1
South Dakota G 1
Texas 1
Utah 1
Washington 7 2
Wisconsin 11
Wyoming 6 1
Guam 1 o L _ _ _
Total 180 |34 {13 | 3] 1| o

236
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Appendix A

SAMPLING TECHNIQUES FOR MEASURING THE LOCAL REVENUE
FROM FEDERALLY CONNECTED FAMILIES

s Thomas R. Cockerline

o
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sendix A

Ap

I INTRODUCTION

This appendix ho.. buen wrilten to provide the reader with o knowl-
edge of sampling techniques f{or measuring L;y the local revenue from

Federally connceted residents.

-

Probability samples provide an estimale of Lf and, in turn, F_, in
which the error of the estimate is both controllable and neasurable.,
Implementation of this technique requires carceful delinition of the popn-
lation to be sampled and thorough cvaluation of the tolerabhle sampling

errors. The presampling analysis includes an investigation of the plausi
bility ol sampling f[ellowed by a detailed study of its feasibility,

In Seetion II, which describes the geneval problen of measurement,

the formula for g@mputing alluwable sampling ervrors is developod. Sco-

tion III deseribes the important factors to be consideored in evaluating

the plausibility and leasibility of samplirg and presents the problems
¥

y County,

encountered in designing an ellective sample Lor Monlgomer
Maryland. Also described is the sampling plan and results of the zamplo

performed [or Lhe Salina, Kansas, school district; this sample gencraled

a very precise estimate ol FE! The calculated sample error for F, was
slightly over 1% at 95% reliabilits
A-3
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IT DESCRIPTION OF TIHE PROBLEM O MEASUREMENT

The need ftor an acourate measure ol the local school districe tax
contribution by lederally comectled residents 13 discussed clszsewhere in

lo establish a szatislactaory eslimate of

this report. This is
Lthe intradistvict cqualizing pavment, F,, which is, under a specilic
the theoretical entitlement due a school districlt in order

hyvpothesis

to ollfsel a loss in personal and property tax revenues. This hypothosis
interprets the 1tntent of the law as that ol oll'setting =such tax lasgscs

to the distraict

Symbolically. the theorctical payment may be stated as [ollows:

where:

local sharc ol current cxpenses paid by properiy taxes

other than federally connecled lamilies
N = ADA of nontederally connected children
Ny = ADA ol lederally connected children
Ly = local share of current expenses paid by propevly taxes

of federally comneclted lamilies (including in-liecu-ol-tax

payment.s)

Measuring the tax contribution of federally connected resident

i
[

i
a formidable task, since the measures are not a part of those normally
available from local goverument sources Total local revenues, L, arc

1 11y and nonfled-

itom federa

known, and are ihe sum of the contribulions

erally connected residences, i.¢.,

‘ I
L
[l



Substituting in (1) above, F,. becomes,

poo= Loy
[ = * - i = .[
1\11
or
. Ny Ny ,
l”D = iiel’ I, = % .I.; f = Li’
- Np Nn

This e¢an be (urther faclored Lo

(2) ¥, ==t L - (—L - l) Ly
) ! Nn

e
i

|

1

In the above ecquation (2), only Ly is subjecl to errors in measure=
i g . . e N . .
ment, In particular, it can be shown that the variance of estimales ol

Fe derived from estimates ol L; have the lollowing relationship:

(3) var le = ("L + L) var L

Sn

The value, LL' is the product of the local tax rale and the assessod

= value ol the féderally connected residences, i.e.,

(4) Ly = uvg

where t = local tax rate (% per dollar ol assessed value)

Vi = Lotal assessed value ol federally conneccted residences,
Substituting the relationship (4) in (3) results in

N 2
var F, = ( =L var tVg

Nn

[
i}

which c¢an be writlen as

y LNL ¢ tNp | ,
(5) var ¥, = (———N——E) var Vy.
1l

* Variance is the square ol Lhe standard deviation--sometimes called the
standard error of measurcment. This measurc ehables one to state the

Q precision and rellability ol an estimate.

ERIC
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The value of the squared term in (5) will significantly inflnence

the linal error in the estimate of F,. Herealter, this squared term
will be noted by the term KE, i.e '

2.y

9
Ny
and (3) bhecomes
(6) var Fe = K? var V.

The plDLlthu and 1ﬂ11ab1 ity measures thal accompany an estimate

describe its agcuracy and subsequent usefulness as a measure ol the

characteristics for which it is intended. By precision is meant the
percent of crror in the measurement. Reliability states the related
frequency ol expectation that can be associated with the precision. Jor

example, a 10% error at 95% reliability attached to an estimated measure,
indicates that were the measurement technique repeated 100 times and a
range ol plus and minus IDm atta(hcd to each measure, this nge would

i 't
cover the true value 95 times

In this particular problem ol measurement, the precizion of the
estimate of F, can be noted asx

J@ar Fa

and the e precision as

I e

g 1s the estimate ol ¥

o)

-
r

If the errors in the measuremont of F, are normally distributed
with a standard deviation estimaled by FC then preobability statements
may be made about the range ol the estimate

an 1,

e
For a normally distributed
n % ac

variate, the range coverod by the mea 9@' counts for 95% of the

area of the distribution function.

and Theory, Vol. 1, John Wiley & Sons, 1953, pp.ifél—

Hansen, William N. Hurwitz, and William G. Madow, Sample
Melhods
126, .

O
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Thus, the measure

Lo
v
I+

i

w0

o]
e

assuming a normal distribution, would account for 95% of the avea of

this distribution.
IT the inequality

. 1.96p,
(8) ———=
]‘:1

o,
f—
o

]
if satisfied, then the relative precision of 10% has bheen achieved with

95% reliability.

In order to generalize this result, the following symbols will be

used:

-

R = reliability expressed as a multiple of the standard deviation

of the estimate
P = precision expressed as a decimal.

Substituting in (8), the following inequality must he satisfied lov
the estimate to have a precision, P, with a reliability, R:

i

b
i
=
]
I,

Manipulation of (9) produces

-
e
R
: < a2
or, since var Fg = Q}g

.
s,

(10) var FE

O
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Since Vyp (assessed value of the fzderally commected residences) is

ss
the measure to be estimated, the relationship of equation (6) is substi-
=4

tuted in (10) and becomes

e an 2
o . . = PE.’E

ar
— o o
Ly p&.,ég
var V¢ = —/—F—
L K2R2

which is equivalent to

Fe

(R

v
m

[ \f"\

(11) Yvy

;-w

Equation (11) states the maximum allowable value for the standard
deviation ol the estimate ol Vp in order that the resulting estimate of

Fe achieve a specified precision P with reliability R.
The relative precision of the estimate of V; is given by

vy
Vi

]

C(Vf)

[8) - ™
o o< PR
(12) o(vp) = —+ = 2L
, Vp ViKR

Equation (12) states in a very useful form the amount of error in
measurement of Vy thal can be tolerated lor the stated precision and
reliability of the résﬁlting estimate ol Fs. The use of equation (12)
is illustrated in the following anmplu for Montgomery County, Maryland,

It is desired to estimate for the Montgomery County School District
the value of F, with a precision of 10% at 95% reliability. Estimates
ol Fe and V¢ developed by other means [or Montgomery County (see Mont-
gomery case study in Volume II) are shown below and were used for Lhe

terms in equation (12)

O
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(P = .10, R = 1.96)

$4,600,000 (estimated theorctical entitlement)

ko
o
,

$376,000,000 (estimated assessed value of federally con-

<2
=
I

nected lesidences)

and for K2 = LEL*:*EEQ
. Np

t = .0218 (the tax rate, i.e., 2.18 mils)
My = 28,536 number of federally connected children)
Nyp = 53,962 (number of nonfederally connected children).

Thus,

o
3
I
o
=
==
=
(g
o=

=
I}
o]
[
L
et
[
it

and therefore

e
=
=

< (.10)¢4,600,000)

i
I
\

—— = ,0187 (or 1.87%)

V) (376,000 ,000) (.033331) (1.96)

e
s

This means that an error no greater than 1.87% in the estimate of
assessed value ol federally connected residences can be tolerated if
Fe is to have a precision ol 10% at 95% reliability. This is an extremely
difficult requirement to satisfy in an escimate such as this. The very

small value of K is pgreatly responsible for this result.

O
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I SAMPLING 1EEHLIQUES FOR MEASURING ASSESSED VALUES

OF FEDERALLY CORNECTEDL RESIDENCES

L]
[

The relationship of the accuracy of the estaimate of Ly to the resulti-
ing acceuracy in the estimate of FU has boen developed, Under certain con-
ditions cdetoermined by tho characteristies of the school district, consider-
able accuracy in the estimate of Lf is required in order that the resuliing
catimate of F possess acceptable aucuracya Probability sampling teoch-
niguoes ahuuld hv utilivzed if [easible, since sample-derivod cstimates pro-

vide an estimate whose accuracy is measurable and contreollable., Tho more,

important c@n%idcrﬁtiun% in desipgning and implementing & probabilitcy sam-

ple to measurc Lp are describoed below,

Plausibility

The first consideration is the plau:ihility of sampling. Queslions
such ag the roguirement for accuracy in the cstimate of L-, the availabil=-
ity of a suitable sampling frame, and the coxpected responsc are critical

al this point.

The availability of a suitable sampling frame, 1.c., a listing of all

clements of the population to be sampled, is usually cvaluatoed [irst A
dircctory of all persons working at a military hasce, or a tax assc s

listing of all propertics within a schoel district arc examples of sampling

[rames. Buch sampling frames must be current, completo without duplieat
and contain enough information about ecach item in the list so that the
required sample measure can be readily obilained either directly [rom the

gampling frame or from some othor gource to which the sampling frs

information provides a dircct linkage.

Any sepments of the nopulation omitted from the gampling frame should

be known and cither directly measurable or seme other access to their mea-
gurcment cstablished, If the sampling frame is not current, methods for

determining the c¢hanges should also bhe established.  Each element in such
a listing is designated in sampling terminelogy as a primary sampling unit
(psu). Probhability sampling theory requires that each of these psu's have
cqual probability of being drawn into the sample.  Thus, all duplication

must be removed or at least avoided when the sample is drawn,

ol the psu's he

T
b
—
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Obviously, a sampling frame thuat provides neither the sample measure-
ment required nor a linkage to a source lor the measure is ol no vialue

tablished in eval-

It 1s guite important that this linkage be completely o
L

uating the plausibllity of a probability sample. For cxample, consider

the use of a personnel directory as the sampling f{rame, where it is in-

-relerenced

tended that the addresses contained in the listing be cros
with an agsesgsor's records to obtain Lhe desired assessecd value data. IT

a significant number of the psu's in the listing contain a pesti-olfice box

number as an address, the problem of measurement would become much more

difficult,

Feasibility of Sampling .

Alter the plausibility of probaBility sampling has been established,
the major feasibility consideration is the coast subject to the precision

and reliability constraints, The major componenis ol cost arve:

Preparation of sampling f{rame.

1.

2 Special sample design considerations, e.g., formation and identi-
fication of strata, rearrangement ol psu‘s for cluster sampling,
allocation of sample.

3. Drawing the sample.

4. Enumeration of the sample.

(]

Follow-up on nenreasponses.

o

Computation of estimates and errors.

Depending upon the special characteristics of ihe population to be

sampled, Lhese costs vary considerably. Items 1, 2, and 6 tend to be
[ixed costs, i.e¢., invariant to the size of the sample. Items 3, <, and 5

arce those costs that vary with the size of the sample,

~In the case studices of this research project, itwo school distriets
were evaluated for the feasibility ol conducting a probabilily sample to
measure Lf (one of the distriels was gampled, the other was not, beuvausc
of time, cosl, and accuracy considerations), The [lixed cosls wore high
relative to the variable costis in the district sampled (Salina, Kansas).
The [inal sample size greatly exceeded that required to obtain an accept-

able precision and reliability in the estimate of .. Tor 8alina becanre

A-12
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of the very low variable costs. In the district not sampled (Montgomery
County, Maryland), the variable costs were high rvelative to the (ixed
costs,
The rigid precision and reliabilily requirement [or the cstiimate of
Ly in Montgomery County obviated any possibility for sampling during this

ia
research study. An estimate ol I, with a precision of 10% and 95% reli-

ability would be vequired in order to make reasonable comparisons between
the estimaied F, and the actual entitlement. This, in turn, means that
the assessed value ol lederally conneccted residences must bhe estimatoed

with a relative preci n of approximately 1.9%=--an extremely tight re-

guirement, These calculations, shown in Section II, are based on certain
assumed characteristics of the pmpulﬁiian Even und“‘ the most efficient

sample design, a fairly large sample would have been lequll ed 1o satisly
this requirvemeni (although relative to percent. this would have been about

one-flfourth the sample taken in Salina, Kansas, 1.e., 5% vs 20%).

ngplu Design Considevations

Evaluation of alternative sample designs is an integral par of the
i

sampling fTeasibility study., Sample deslgns may range from the most simple
I g 3 A A g 1

unresiricted random sample design to comparatively sophisticotled designs

employing stratification, clustering, or sampling in stages, i.e., sam-
pling by one design a group of celements containing a portion of the psu!

and then subsampling the psu's within thesc first-stiage sampled el@mentg,

Stratification ol the psu's is usually done Lo minimize the error in
the estimate. In this method the psu's ave arranged into groups posses-

ging =imilar values ol the characteristic 1o be measured. FEach stratum
is then sampled independently as il il were a unique population, and the
estimates by stratum ave cdmbined to form a totnl populatiion esiimate.

The sampling error is reduced because of the homogeneitly of the psu's

U"

within each struatum. Always, when special sample dc%1gn5 are utilized,
3

IS

u

atified sampling,

13
-

ragerved, Thus, in

>"I(

the random sampling leature is 7
the randomness occurs within the independently sampled strata.

blems conlfronted in Montgomery County, Maryland, are an inter-

le of =sample design considerations. The need [or an extremely

mate has already been discussed. In order {o achieve the pre-

y carelul study was made of plausible alternative designs;
ly, a =imple unrestricied random sample would be prohibitively

direcclories of govern-

Passible sampling frames considered we
ment employecs and the punched card property rccordg maintained by the

A-13
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N kS - _ . 5 . -
Monigomery County Asscssor’'s Difice, fhe former was rejecled [or two

reasons, First, sa would not allow the intro-

sign, such as stratification,

:f
bed
=
]
i
e
po
=
e
o
[
(o8
]

duction of any efficien

[

necded to attain the rigid p sion required (except possibly at a

v—w

very ineffieicnt level), Sceond, it would have been necessary to gather
several hundred directorics, with no assurance that the cntire population
of residents with federal connection was covered in thesc ﬂiractari@g,

The assessor's punched card records. of Tered the best oppoertunity f[or

an efficient sample design. Use of this gampling frame would reqiive a

(o]
ey

sampling of addresscs of parcels followed by an enumeration the ample
parcels to.determine whother or not the residence was federally connccted, .

residential

—

The primary sampling unit ig cach ﬂwelling unit. Thus, for

zoned parcels, the parcel and psu ar Parcels zonod {or apart-

residences are defined so Lhat the

L

it
number of psu's in a parcel EQLilS the number of dwelling units in the

ments ovr other multiple dwelling un

parcel. The number of dwelling units per parcel in the nonresidentially

zoned propertieg is not carried in the punched cards, and was to he ob-
i:'

tained clsewhe

it

The punched card records are uscful from & sampoing point of view
because each punched card contains the total current assessed valuce and
the address of the parcel. Consequently, the eards could be so stratified

that cach stratum contained an extremely narrow range of assessced values

.per psu. By sampling independently from cach of these slratum and subse-

guently enumerating the dwelling units for federal connection of residence,
inated, A

gsources oL orror duc to variation 1n assesscd value arc ol

small and menpsurable bias in theé estimate would occur using this method.,

-

A telephone book ordered by strect and address is avallable for
Montgomery County and provides the linkage for enumeration. The number
of children attending district schools was to have been enumerated aleng
wilh the establishment of [oderal or nonfederal connccetion. The questions
io be answered by respondents were: name and address (including building

number) ol employer, company, agcncy, or governhment agency; cxact loca-=

lion of cmployment; exact address of payreoll office; 1if Army, Navy, Air
guestions

Force, or Coast Guard--location of base or name of ship. The

were to be answered by both parents,

# The parent survey [lorms maintained by the school district used [or
identifying children of federally connccted families could not be

used as a sampling frame, because the population defined by those

=

ormg includes only lamilies with ehildren altending distriet schools,

To fully evaluate property value associated with Tederal conneetion it

pon

s necessary to include the property of .11 federal families incl

31 ehildren,

those without publice scohe

A-141
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when p equals onc-halfl. Consequently, the highest variance
[

Multiple dwelling unit parcels would have been arranged in strata of

equal assessed value per dwelling unit. A real estate listing book pre-
pared hy an independent organization listed all parcels in Montgomery
County. Apartment zoned parcels weore listed with the number of apariments

in the improvement.

An analysis of estimatoed sampling errors wins made for the sample
design [or the single-family residential stratum and is shown in Table A-1,
This stratum accounts for about 90% of the population of psu's. The pro-

portion ol lederally connected psu’'s in each of the substratum is criticnal

s
K

to the determination of strotum variance (i.e., 5nmpling c11(1) and was
estimated in order to perlorm this analysis,® The method was crude; how-
onflronting the sample design and

\r'-r

ents o likely situation co

provic reasonable cslimate of vaviance. The stratum vaviance is
directly proportional to the product p{l-p). The product is al a maximum
cetirted {or

:ur
g‘

the substratum estimated to have 30% lederal connection, the highest esti-

mated proportion of federal connection in the substrata.

s vonducted on the assunption that the number ol psu's

This unalysis w:

sampled would be 1,400 in the residential zoned parcels and 600 from the
b

multidwe elling unit parcels. This sample size was hosed on an estimate ol

sampling costs and was detevrmin

td 1o he the mﬁximum sample si
O

ot
search project could affowvd. Tor purposes of this analysis,

gize within each substratum of the residential stratum was alloc:

portionally on ihe basis ol lotal assesgsed value within the substratum,

For example, substratum 1 is estimated to have a total asses:

5273.5 million. This is 19.5% of the lotal uss
stratum. Thus, 19.5% of the psu'‘s in the substratum wer

xel value within the
Nel L
resulting in a sample size ol 251.7 This allocvation procedure, although

to be samp.

not optimum, is adeguate, inasmuch as optimum allocation would require

more accurate knowledge of the p@pulatlnu

#  Income distribution data fyem the vensus of population [Dr'MDntgﬂmery
Countly was uscd in combination with published data on the distribution
of income of government cmployees in the Washington, D.C. metropolitian

e data, estimates werce made of the proportion of gov-

area. From the
ernment employees in cach income group. A distribution ol ithe asscssced
vialues of residences in Montgomery County was developed from other
census of population data. The goevernment employees by income group
proportions were applicd 1o the assessed value distributions, rvesulting
18 by assessed

mate of the proporiion of lederal ‘mpl(}é

in a raugh est
value substicta.

t A certainty (total count) substratum was formed consisting of the 100
largest psu's. This siratum would be completely enumerated rather than
sampled.  The romaindor ol l{SDD was to he dvawn from the other sub-

strata,
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The estimated contribution to the variance [rom each of the substra-

tum is shown under the colu headed Variance (Table A-1). Substrata 6,
7, and 8 with estimated fédersl connection propovtions of .25, .30, and

3
iBDi respectively, accounied fov nearly 753% of the total variance within
] rats

IJ

The total vaviance contribution [rom the single lamily residential

stratum (to which must be added the variance [vom sampling ihe multi-

i
dwelling unit stratum) is estimated as 163,181 x 109 It was previously

mentioned that in order for the error of Lhe estimate of F, to be accept-
bettier

able, the relative precision -of the estimate must be equal to or bette
than 1.87%. This means that the variance of the estimate must be less
>f the sample ol all residen-
r

than 49,000 x 109, Thus, if the variance o

tial ] 'operties is nol to exceed this consgiraint, a variance contribution
of about 35,000 x 109 from the single family residential properties would
he tolerable or a reduction down to about 21% of the 163,191 =x 109 ssti-
mate for the 1, 1 are C

300 sample size.™ If this were to be achieved by increas-
s

would need

ing the sample ample in subgtrntum 7,
0

=] 1
1o be increased Irom 182 {o %ppfﬂklmitLly 1,200 he 25,600 psu's in
T

the pcpulation or a sample of nearly 5%. Extended to entire population

ol parcels ol all zone type, this would mean a sample of approximately
s1 g

5,000 psu's--ag prohibitively large number for this

The Salina, Kansas, Sample

An actual sample was performed in Salina, Kansas. Scveral sampllxg
plans were evaluated, and the plan implemented was a systematic rancdom

gample drawn from the Schilling Air Force Base directlory of personnel

stratified into four stirata: civilian males, singly civilian females,
office and enlisted men. The requirement for accuracy in the estimale
ol VI as relﬂt@d te the accuracy in Ty was not rlgid as compared with
lontgomery County. Thus, a more sophisticated sample design was not nec-
egsary. Furthermorc, the asscssor's records are kepil manually, which

5
Precludes any opporitunity for quick and relatively inexpensive manipula-
tion of these records as a sampling [rame.

f

* The allowable variance contribution of 35,000 x 109 rrom the si
Tamily residential stratum is the proportionate share of the t
allowable variance of 49,000 x 109, This was based on an ana
estimates of the assessced value in the other strata and P\ngL ed

Ll
Lo
= =

- W =

ances under the same sampling plan,



Rough estimates were made of Vf and FE prior to sampling fovr Vf and
were used Lo estimate the amount of sampling error that could be tolerated,
The estimates and the computation of the allowable relative precision of
the estimated Vf are shown below¥® (see Egquation (12)):

<
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2
jo}
[y I
—
v

and therefore

CVy) - = 0,12 - 129

VH‘
Py}

Thus, the relative error of the estimate of V; could be as lar
12% and still provide an estimate of Fe with a precision of 10% at 95
reliabulity. Remember thatl these same requirementis on the estimate of
Fs in Montgomery Céunty required a measure of Vy with a relative error
slightly less than 1,9%,

The steps in conducting this sample were as [ollows:

Salina addresses from the Schilling directory were sorted into

officers, ¢nlisted men, e¢ivilian males, and single civilian

—

females. Based on a 20% sample, it was [ound that over 92% of
the married civilian females were secondary earners, vmployed
at the base; married females were therefore not considered fur-

thev in determining L.

* 1963 Data

El{fC‘ : A-18
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2, From an official summary report of personnel hi’ling AFD
(DD report 13%7), it was determined that the d1ccviors was about

9% short of the official count. Inguiries at thu hasze disclosaod
slc

that some personnel had chosen not Lo be listed in the Schilling
divectory, but the shortage was decmed small enough thatl an

assumption ol identiiy with the sampled population could be made

without risk of secrious oryrror,

3. A small number of bachelor officers were found to be sharing

apartmenls or houses in Salina with other officers. When the

number of federally conmnected housing units was adjusted for such

duplicaiion there were determined 1o be 447 units occupied by

ol ficers, 1,755 by enlisted men, 190 by civilian males, and 16
C females, for a grand total of 2,408 units.

! v
is was 16.1% of the estimated total of 14,900 Salina dwelling
1

4. A random sample of one in [ive Salina names and addresscs [rom
each of the stirata were taken to the Salina Counly Clerk's olfice,
whore real and personal property valuations relating to each
housing unit in the population being sampled were obtained, The

real property valuation for personnel living in muliiple dwelling

units (duplexes, apartments, and trailer courts) was Laken as
the total valuation of the property divided by the number of

units, excepl for the considerable numbevr of large Salina homes

e

in which spare rooms had been eguipped and rented toe military
personnel as ap.riment units. For such homes, the valuation of
the gpecial aparviment unit was usually available [rom the county .

cleris's records.

The total valuntion of federally connecetod housing units, Vf?
d to be $4.44 million.™ Total assesscd valuation
Education in 1964 (V) was %62.33 million,

i

was lhen computed
for the Salina Board ol
giving a ratio of ,071 lor V¢/V, This ratlio was incr

cased to

O
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an values of housing unitis were cstimated 1o be $1,840 for the, total

federally cvonnected sample, $2,660 {or officers, %1,5¢

men, %2,240 for civilian moles, and $2,300 Lor single civilian lemalces

compared with an estimated mean [or noniederally connectled housing

units of $2,570. A post-sample stratification of cnlisied men showed
5

-

e 1
a mean housing unit valuation of 5158 foir the 217 enlisied men in
=1 1

trailers, and 31,740 for the 1,538 enli: in other housing.
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075 for FY 63, because of a larger ratio of 3

than in the fall of 1964, the ratio .075 when

Ltax vevenues (Table S84, linc a, in Salina case

$132 200 FY 63.

¥ i3

P

lov

The estimates by stratum and the variance

tabled balow

Slrata {

A26.360
36

Civilian males

Single civilian lemnles B8O
Offrcers

Entlistiod men

af 1his estimanto of Vo
Extoended of F..

mated as §5595,900) is slightly over 11 (9

. The precision

to the ostimate Lhe resulting

(b)) ApA
miltipliced by total praperiy
L

to teial non-3(a)

studv) produced the pof

vont ribution of cach 13

Variance V,
806 31 x 106
39.55 x 106

126 10 x 109

e~

L
n
o
L2

= Fim 17 v g
CrTror 1n lﬁ fiol Fo, ust1

reliability,
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SUGGESTIOXS FOR ANDITIORNAL RESFARCH

The main tasgk of Che rescareh contadined in thisg report was Lo ovalu-

ate the aperations of Public Loaws 871 and 815 The rescireh was dovoted

to analyvzing the mujor purposces of the law and s Ludyving how (he laws have
operated in Tfederally affected school districts,  Scveral items of impor-
tance remain e be studicd, These ore dezcervibed bholow in varving anounts

ol e tui .

I the decision is veached that all states should cstablish wroups

ol comparable districts for determining the LCR ol an entitled district,

then study is needed to determine the propoer pro

codure for grouping within

ar to he sulliciently syvstoms

cach state,.  The prosent svsiom doos not appe

datic, eithor in terms of numbor of groups, or methods of

= 3

e

proups.  On the other hand, the wide difTlerences in school districlt organi-

ablishing a single grouping procedurc

—

Ziation hotwoeen =tatos proclude os

e
proper for all staoted.  Study 1s needed Lo establish the proper svstiom lor

cach state oy Lype of school district organization.

One svstem of grouping would rellect characteristics of (he districts

thut create dilferences in costs of cducation per pupil; c.g., clemontary

school districts have lower costs psor pup.l than do hizgh scho 1 distrviects:

districts with a large proportion of low income families roquirving reme-

dral work may have highor costs than do districts with o high proport ion

of upper income families, cole, Other faclors bosides cost should bo aon-

sidovred in establishing grodps, such as (1) inhevont diffevences in abil-

ity to raise loecal funds for cducation; and (2) desives to achicve olfi-

cicney of operations (e.g., sroupings ol very small, high cost districts

mity be omitted Lo avold perpetuuting the inelficicncivs ol fragmented

scnoal distriets),

Many amendments bave beon propased by the SAFA division and others

to improve the operational officicney of the laws, cspeeially P.L. 874,

Those concerned with the basie operation of the law have been coverced in

1he comparable district

this study (i.c., those relating to eliminating

option, eliminating tht minimum rate provisions, changing the 3(b) pay-

i
ment ratio, and changing the eligibility requirem-ntsg). Many oilheors have

been proposed that cither nffect only a segment of the entitiled population,
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o rolatoe

to adninistrative procedures, these have not bheen covered in

this study., Some of them are: (1) make appropriations for Lwo VEars

instead o

(3) climinate the exclusion of federal persons conneeted with so=call

communi by

ment, (5)

ally owned =hip; and (G) discontinuce

that prohi

childron

and should be included in an anualys

has not pormitled ug o inve

One
involved,
Al hough

comnent h

crty Lo ou

the taxvs 4

which the
aul-1lcasce
amendmont
praperly

pruperty

making this

lion woulc

We his

resoarah,

in the OF

ot L

h—d

Lo 1hu9g

tiix 111 Lh

tricls not attached to Lhe property will still b
whosc par

amount of

Te determine the amount of money saved 1L is necessary to prc

28 follows

=

we have nol o studiod this problem, it desc

[one; (2) climinate cligibility for 13th and Lith grade pupils;
cd

service activities; 1) climinate deduclions [rom gross centitlo-
[athers are attached to a feder-

make paymenis for pupils whosc

stance to districts in uny state

ibits expenditure ol stute or lecal funds lor the cducation af

Living on federal property. Many of these warrant consideration,

15 of adminigtrative procedures.  Time

stilpate thesoe in thig studdy.

proposal ol dmportance, because of the sums ol money said to boe

15 the elimination of out-leoused property from elipibility,

rVves somewhatl longeyr

cire bucause ol Lis amportaage.

-leasing occurs when the lederal government leases [ederal prop-

pravate organization.  Thi- property is subject to loeal tax
are deducted from the gross entitlement of the district within

prapeviy is localed, However, pnplls whose parents work on Lhe

d property are c-,Ligthc.- Tor entitliement under P.L, 8741 An
was proposed by the Office of Education to eliminate out=loased

from c¢ligibility on the grounds thot it was subjecet to local
tax and therefore was similar to privately owned properiy. In
ig recomnendation, tho Office of Educaltion estimated that $530 mil=

d be saved by lncovporating the amendmont,
ave beoen unable “to jnvestigate this problein in the course of thi

§
bt that the problem is 14r more complex than indicated

fice of Education amendment . Fivst, although the proporty 1s

o Luax, Lhe taxing procedures permitioed 1n cach state with topard

prepertics are varied. Much of Lhe property s nol subjoct 1o

Cosame manlot

.
is private property. Sccond, the school di

¢ burdencd by the children
vnts work on the prc;pc:!rt}‘: and third he determination of the

;L
funds to be saved appears very complex.

cerd

Tt
[
bos
ﬂ

Doeteimine the list of school districts associa ted with the prop=

n]

erty, The 1list will undoubtedly be long, since mosti of these
out-leased properties are lorge. (Note: In three California
r i

[
i
-
i
o

schiool distriets assoc

cxamples shown to us, Llbo
31, 36. and 416.)

L

with each wore



2. Tor each associa oed schoo: district, the rezovds must be oxam=

incd to determine ' - number ol pupils centitled hecause of Lhe
out-leaged propurty.  (Noto: It cannot be assuwmed that a 1 the

districet property is so conmnccted, espeeially in urban areas.)

3. Tor ecach distriet, the number of associated pupils must be multi-

plicd by their offeetive local contribution rate, and then added

seross all the assgocidted school distriets,

4. From this total, the deductions already taken for the taxes puaid
&

on Lhis property must be subtracted to arvive at the net saving

associated with that particular property.

This procedure must be vepeated for all out=lcasced property.
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Appendix €

SOURCES AND USES OF DATA FOR STATISTICAL ANALYSES

Three kinds of information were uscd lor the eneral statistical anal-
VSOs ! (1) dota on entitlement under P.oL. 874 and federally connected ADA,
obtninecd fromn the ilﬂ\Hiill atd SLnLiﬁliunL CRe- ot (Form OE=A=147-Reoviscd)
v (2) datn on Cinanciol

maintained by the U.8. O0ffice of Education, SA
~haracteristics of schowl districts, obtlained rom the U.5, Oifice of BEdu-

vation, Staristics of Locul Public School Svstems o1 the School Year

959-1960; and (3) data on the socioceconomic characterisiics of school

\w—-

glricis, obtained frow Joerry Miner, EDLLJI 1n( Economic Faclors in

dis
Spending lor Public Education (Bgzdlu%u UﬂlVP!%llV Press, 1963).

Sele .ad dntno were nbstraocted [rom (he entillement records of the
Office of Educntion for 1959, 1960, 1961, and 1862, The data wore t(rans-
ferred [rom handwriiten recvords lo puncheards nnd subscequently converted
to magnetic tape revords [or computer processiny.  These data were care-

fully edited and subjectieéd to nll rensonnble validity checks. The tape

records include the fellowing: (1) gross entitlement, (2) deductions,

(3) nect entitlement by section ol P.L. 874, (4} ADA by seciion of t1he law,
(5) ICR for Section 3, (B8) total ADA of the school district and (7) cur-=

rent expenses ol education ol the school district.

School f[innnce datn were obtiained from a nationwide somple of about
6,000 school districis conducled in 1960 by the Office of Education, FEach
state wns sampled independently by the Office of Fducation in sclecting
e Office of Educalion sample districls. The school districts ol each
1

|D\

sinte were stratified into two strata, one consisting of the larger scho
districts; the second, of the remnining disiricts. The stratum ol 1he
{ :

3 ] 5 : v 2 i : 3
larger distiricis formed o certainty styaotum which was completely cnuner-

atecd, i.¢., a 100% sample of these disiriels were {oken.  The remaining

distrivis lormed o nen-cerininty siratum [rvom which o random sample of

the school ﬂiStTiLth was made,

‘wssor Miner's study of soviveconomic charanctervistics comprises
approximotely 1,100 school digtricts in 23 selectled stotes
districts are a subsample of those included in the Office of

Education survey described above.



Fhe 23 sintes included in Dro Miner’s Syracuse study are o ran

tlom

sample of states (rom ench ol the two strata, one, of staiecs with prapoertiy

cquanlization; one ol states without. All school districts with [ow
J00 pupils were eliminated from the Office of FRducation sample of
ch of the selected stntes Therelfore, the Syracusc

districis in e:

ig biased toward t":o school disiricts Howovor, the bins is

when measured by the percent ol pupils enrolled--the less than 300

ment school districls accounting for less than 4% of pupils enrolle
Oflive of Eduvation sample of scheool distvicis was Turiher reduced

maximum of 80 sample distiricts in ench of the 23 stntes This was

plished b?
80 districts. A part of the information developed in the

exceadin

}']!"

cusge stludy requived guestionnaives directed Lo eacl: of ‘he samplec
! f !

districts The response rate on these questiommaires was about 63%,
ther reduction in the Office of Education sample.  The amount of ad

bins contributed by the 35% nonrespondent districtls i1s 1 :L known.

Syracuse study estimated the sociocconomic measure [or eanch of its
districis when, because ol lack uf:uéterminnlliy: miblished sources
not include data that applied diveetly to the area proscribed by th

distiict,

The sample districts were classificd in this study into (eders
entitled and neonentitled cotegaries, Ench entitled district inelud

the tape records prepared by this stiudy 1s i1dentified by tho SAPFA |

digit project number Cross-relerencing of the entitled school dis

or than'

scvhool

snmple
amnll
mrell=
c, Thi
t N

HES Mk

random selection in these stat s with Offi1ce of Education samplo

Syra=
school

a far-
ditionnl
‘he
sample
did

¢ sohiool

11y

cd in

our-

triei=

with those in the Office ol Education study required manual matching by

name ana locaiion of the zchoel distrviet Undoubtedly errors occur

although validity checks woere made in the ADA and TCE of the muatche
ords.  Mcan valucs ol cach of the financial and E6cioeconomlc

wore computied for the two ol schoel districts for

Table C-1; The estimales o;

ice of Educotion rugions

i
nationa! menns weve darived by first perforaiing n postsampling
tion to obtoin the two s.mple means for the entitled and nor

cs within ench state’s noncertainty stratum

. - H *
noet expanded by their sampling fractions,

of bias; however, since reglonal and nationnal

meang we o mulunlly consistent, it may be conclu

* The number ol ontitled districts and nonentiiled districts was o

1
loted for the noncer'ainty stratum of each state by matching a
sel of records for entitled districts with the Olfice of Lducati
f

sampled district reco.ds 1960 which ave identified

ple stratum. The ratio of somple dist
mentl category to the count of the total for that category provide
samplin, .ractions
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rict obgervations for an en

rec,

d reg-

aleu=

compiele

on

m
o
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the bins is not serious,  The regionnl and national aveoragos wore oblained

by summing the estimnted siate totals and dividing by the sum of the appro-

rinte number of school districts in cach of the two entitiement catepor=

—

ies

The estimntes derivod in this manner do not account [or population
differenc: = between school districts,  Bach school district is given cgunl
woeight, thereby resuliing in an estimated mean which avernges the loei-
dence of the seociocconomic measures vather Lthan the absolute value [lor
cach of the sample obscrvations.  Thus, 1he measures reflecti diflerencvoes
in soviocconomic cha ncteristics of school districts, nwd not necessoarily
differences averaged for nll people in school districts.




NOTES TO TABLE C-=1

Key to the 19 Characteristices

1. TCE/ADA (%/ADA)

3. Instruction costs/TCE
3. Transportation costs/TCE
1 Elementary ADA/total ADA
5. Elementary: pupils/teacher
6. Secondary: pupils/teacher
7. T.:al & intermediate revenuo/ADA (5/ADA)
8, 8tate & et ral revenue/ADA ($/ADA)
Local & intermodiate revenue/total revenue

Median family income (%)

[
oD

. Population density

12. % in nonpublic schools (%
13. Median years of education
l. % in white cellar occupations (%)
&

with incomes over $10,000 (%)
of c¢hildren under 18 (%)

Ll
[ ] .
"

it
[
W

=

-]
wad w3

of nouwhite residents (%)
noved into schoonl districts in last 5 vears (%)

of beginning teacher {3)

ot
s

i

—

]

L

-

Means for Ench.Characteristie

]
jui]
el
o
ol
[

Row 1 = Number of observations in
Row 2 = Means
Row 3 = Standard deviation

Tests of Differe

1:(\
H
"W
i":l\

a5 for Eﬁ *h Chavacteristic

Row 1 = Difference of the mecans
Row 2 = Standerd -error of the difference
Row 3 = Test of standard error, i.e., number of standard deviations
between means
Options

/2 state or national expenses of education
ac

tion of comparasble dl&trlLLE

Ly

It

=
Q

Do B

R

—

I

it
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Column 1

Source:

Method:

(1)

(2)

H

Column 2

SOURCES AND METIODS

uU.

[s]

Bureau ol the Census, Census of Governments: 1962,
II, "Taxable PTDpEltV Values,” Washington, D:Ci, 1963,
Table 21, p. 101, et seq.; and Table 22, p. 140, et seq.

<
—

. © o3 : :
The valus ol rasidential lecally assessed real property (V,) =

gross viulae of lac.lly assessed real m ‘operty times percent of
nonfarm residenti.l property.

The value of total 058 developed real ﬂrapertv (Vd = gfﬁqq
assessed value timee the sum of percents of nonfarm residential,
commercial and indusirial, and other and unallocable locally
assessed real property,

Net value of locally assessed nonfarm personal property (V ) F
locally assessed personal property value minus amount 1épxe
sented hy ;?T?éntagc of acreage and [arms in real property
value,

Net locally assessed residential personal property (Vpr = the
lesser of 10 percent of the value of residential locally
assessed real property, or percent of nonfarm residential

real property timzs net value of locally assessed personal
property,

State assessed property is Vg.

Residential locally assessed property as a percentage of total
developed locally assessed property
V + V
. B pr
(Col. 0 = =5

d- p ]
Of the states in this sample, Louisiana, Ohio, Washington, and
Wisconsin do not have personal property tax, therefore, in
calculating Col. 1, the amount represented in these states bv
Vpr and Vp is zero. (Source: Advisory Commission on Inter-
governmental Relations, State and Local Taxation of Privately

Owned Property Lacated on Tpdg1al A]FH% Commission Report

A-6, June 1961, Appendlx 3.)

U.5, Office of Education, School Assistance fo- rderglly
Affected Areas, "Financial and Siatistical Tecord” (Form
OE-A-147, Revised).

D=7



Column 3

Solirce:

Column )

Soniree:

Column 3

Method:

Column 6

Sourcoe:

Mcthod:

-~

Column

Source:

Column S

Sourco:

Mothod:

Column 9

Matheod:

ERIC

Aruitoxt provided by Eic:

Sources nnd Methods (continued)

Same as for Col. 2,
Same ps lor Cal, 2
3(b) residential percentage = 3(b) ADA (Col. 4) as a percent

of total ADA (Col, 2) minus 3(a) ADA (Col. 3) times residen-
percentage of total
(Col, 1);

tial locally

5
y assessed property i.e.,

Col. 4 7
Col, 2 - Cnl, 3

as
developed locall

Year
Office af

“Statisties of Local Public School Systems for the
1959-60," a questionnaire administered by the U.S,

Education.

Ratio of local and intermcdiate to total revenue times total

current expenses,

U.5. Office of Education, Burcau of Educational Research and
Dovelopment, School Finance Section, individual reporis for

cach state entitled "Publiec School Finance Program.”

1962,

1963,

U.5. Bureau of the Census, Census of Governments:
Vol. II, "Taxable Property Values, Washington, D.C.,

Table 21, p. 101, et saq.

Valuzs of total gross developed real property (Vg) plus state
asgessed property CVS) plus net locally assessed personal
property (Vp) divided by total gross assessed value.

Local property tax from developed praoperty = local revenucs
current (Col. 6) times percent of local revenue from property
tax (Col. 7) times total developed property as a percent of

total proporty (Col. &),



Column 10

Method:

Column 11
Method:
Column 12

Method:

Column 13

Source:

Calumﬁ 14

Method:

Column 15

Method:

Column 16

Method:

Column 17
Method:
Column 18

Source:

Column 19

Method:

ERIC
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Sources and AMethods (concluded)

3(b) residential percentage (Col. 5) times property tax

T
(developed property) (Col. 9).

Property tax (Col. 9) minus Ly {Col. 10).

Col.

e

times Ny (Col. 3 + Col. 4) / N, (Col. 2 -

U.S. Office of Education, School Assistance for Federally
Affected Areas, "Financial and Statistical Record” (Form

This is to |
8741

Subtract 5 percent from F, Entitlement (Col. B),
allow for thé cost of acquiring and administering P.L.

funds. From this figure subtract Fy (Col., 12),

95 percent of entitlement minus Fe (Ccl. 14) divided by F
(Col. 13).

"Ly (Col. 10) per 3(b) ADA (Col. 4) divided by L, (Col. 11)

per Ny,

1 minus Col., 16,

U.S. Office of Education, School Assistance

Affected Areas, '"'Financial and Statistical Record'
OE-A-147, Revised).

(Col. 18) minus L, (Col. 11) per N,.

Local Contribution Rate
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USE OF ASBESSED VALUE DATA

WITHOUT AN LEQUALLAN

rased value
ithe

roeguired

it rends,

In the snolyvsis ol California scvhool district

data were emploved withoul an adjusiment te reflect variations in

full volue. Such an adjustment has boen

1959 to

rialios of aszessced Lo

by law in Calilornin since provide comparable treatment of school

districis in the computation of stiate equalization aid, [n theovy, com-

parability among school districts would be increased if all data on
rates) were con-

iod value or related to assessed vaolue (such ns tax

to an equalized basis.  The relevant question, however, is wiether

or notl such an ndjustment would improve the treand analysis undertaken in

this study,

To onolyze this question, anformaiion was obtaincd on procedures

[p]

uscd by the State Board of Equalization to cqualize assessed volues in

Cnlifornia, and basic datn relevant Lo the development of aqualized values

ihe lo 1960

employed involves computing

for were collected.  The procedure currently

years prior

O factor detormined by dividing the nverage’
statewide ratio of assessed to full value by the ratio applicable to a
particular county, and applying this factor io the locally assessed rolls

ol all school districts in the county. However, since appraisal surveys

vannot be conducted every year by the State Board in each counly, [lactors

arve estimated for the years betweeon survevs Although adjustments are

made to reflect the results of the suvveys, Lhe procedure has led 1o

irvegular trends in the factors, as indivated in the following tobulation:

PEFE?ﬁiiQ[ Full

0l Year Factor Estimated

3 Appraisal Sdrvey
(1) (2) (3)

(1)

.07 22,3

—
WD

[ o
[T ]

! ]
[y

ba o —
i

-

i

o

I

1

i
P T i A
I oy
oo I
| !
o

o
il
[
=
~]
i
1

1 .07 21.2 -

959-G0 96 24,41 2,7
1958-59 .90 25.9 -
1957 -58 1.0z 23.1 --



Calilornin's cvoun-

The data presented in the tabulation [or ono of
ADA would have

lies imndicpte thot substontiol shifts in nssessed value per

resulted fMrom applicntion of the [actors shown in column 2, However, the

19539 and 1963 indicated that the oztimnied

Gappraisg

1 surveys cvonducted in
those yeuars (column 3) were too high, and adjustments
cstimotine ratios ol

3

values for were made

in the following vear in both vases. This
assessed to (ull value and adjusting on the bnsis ol appraisal sUTYVEVS
Jogs in cqunlized nsscssod

conducted avery two or Lhree yvenrs lords to
value that, 1n counties of rvrapid chinge, cvould crentoe mislending resulits

il employed 1o evnluate trends.
blem could be climinnted by emploving the appraisal survey

15 b
resultg Lo develop new scrics of estimated ratios and nmetors (or ithe study
1

lustrante Lhis approach, data for another districl wore ann=
l}xgd, The estimated factor remoined constant at 0.98 during the period
I62-63, rellecting

1957-58 to 1961-62; o foactor of 1.10 wos employed 1n 196
The following inb-

the results of an appraisal survey conducted 1n 1962,

ulantion shows asscssed value per ADA, equalized asscsscd value per ADA,

and assessed value per ADA equnlized Lo reflect a ‘adual upwared shift in

the fauvtor between the dates of the appraisal SUIvVeys

Period V/N \ffN Egunlized V/N Adjus ted
1959-G0 $326,511 26,120 527,562
1960-61 26,954 26,315 28,500
1961-62 24,785 24,401 26,4125
1962-63 22,828 24,700 24,700

Use ol equalized assessed value reverses the trend in VAN adjus
trend similnr to

reilect the expectied trend in the factors produces a
that of unegqualized V/N,

The development of adjusted ratlios of assessed to full value would
clfort. To provide nccurate results the

procedure should be applied to all counties, and a new average for the
state should be developed for each yenr weighted according to the value

ol locally assessed rolls, Factors could ithen be computed lor each county
and applied to the locnlly assessed rolls of the school districts included

in the study.

However, data on locally assesgsed property are not available ftor
0. Since estimates for these

:hool dlstrigtﬁ prior to.liscal year 196
5

i
years would have to be made on the basis of data for fiscal years 1960-G2

ERIC
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and since the relative importance of gtatoe agsgcessed

ultilities--can be expected Lo vars over (ime, il is Likely (hat an

to equalize on the basis of the above procediure would result in consider-

able inancouracy,

The applicability of county Inctors to speciflic school dictricts
vitrlioes boecording to local nssessment proacticos. In some countics reasoess-
ments ave made on a vountywicde bnsis, Howovoer, in many countics il is

customiry 1o reassess portions ol o county ocach year, n given aren

reassessed every threoe to Five

ars,. Fven il the appraisal survey

propurty-—largely
attompt

being

(on

the basis of which vatimated favtors ure adjusted) represents averagoe
si1let

county experience, the application of county factors to s given dis

may give incorrect results.

As 0 check on the effect of equalizing nsscessed values on the

annlysis, computations were made lor the 12 unified districts ineluded
shilts
el

the study.  This anoalysig indicated thut, although there were some

resulting from changes over time in the factors applied to cgunlize

not atlected, PFrequently, ns indicated above, shifts changing the

tion of irends were rever

the vresiults of appraisal survevs.
On the basis of this analysis and hecause of (he major resc

required to develop estimates and the variations in reliabili‘w

suliing estimates, i ‘g decvided 1o use unequualized asscossed

annlysis districts, In this connection, data

Jdoveloped in the School of Education, Stanford University, tend to
thig decision. Uneeualized sscd value has been found {o he a better

ed when the [actors were adjusioed to refl

{rond

loo

recently

support

values, general conclusions based on evaluation of trends woro
dire.

t

predictieor of school digirict performance than equalizoed nssesgsed value.,
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Abpend

PUPLLE IN (TUNTOR HIGH SCHO0T,
ON A TUITTON BASIS

Pupils attlending o junior high school on a tuition busis (hat is
maintained by a high school digtrict are credited to the clomentary schodgl
hpaving tuition, for the purpose of determining entitlement under UL ST
and of computing the stinte apportionment. Paymeinis to such clementary
schools by the federal government include amounts lor such pupils, and

payvments to high schools do not reflect these pupils. Howaever, stoate

apportionments, although computoed at the elementary rate (o1 these grade 7

ared B8 pupils, are credited to the high school of attendonce, Furthermore,

publighed financinl data for school districts show ADA for distvicia of
attendance and report actunl receipis and expenditures for cach school

district. Tuition transfer payments are nol included in current oxpense

or current income bul are reporicd separatety,

To provide n renlistice approach to the analysis of ratios compute

on o per ADA basis, the ADA's of elementary schools receiving oredit Tor
pupils attending junior high schools m51nt31ncd by other districts woro
increased 1o reliect these pupils, Corrvesponding reductlions wore made in

the ADA'S of the high schools involved.

fleci this distiribution ot ADA,

el

Since P,

.. 874 entitlements already

[
[

no further adjusiment was required prior 1o computation ol lederal ontitle-
ment per ADLA. District taxes presumably also reflect the fact that tuition

payments are made or received with respect to the ADA in question; the

ratios, districlt taxes per ADA, and 1otal local income per ADA, were com-

puted using the adjusted ADA (igures, . Since nsscssed vonlue is the bhasis

. . 3 ¥ R . . LA N o3 el
lor tax income, the ratio, '"assessed vnolue per ADA,' was also compuiad on

]
I
u.r

this basis

As was indicvaled above, however, both current expense of educatior

o}

and state apportiommentis reflect a distribution ol ADA on nn attiendnnce

busis. These ratios--gurr expense per ADA and stale apportlionment per

ADA--were computed using ADA's [or districvts of attendance. This approach

results in some inaccuracies, because current expense par K-6 ADA may not
t

that would have been made if the junior

equal the expenditures per K=8 ADA

high school pupils had remnined in the elementarvy district.



E

Development of more precise ratios would require extensive research
involving the determination, [lor eiach high school providing junior high

school facilities [or pupils [rom scparvate clemenlary schools, the cle-

mentury district of origin, the state apportionment cervedit | and the

tuition transfoers.  Since the primary purposce of this analysis o5 to pro-
vide a basis for examining overall {roends in the ervitieal variablos re-
[lecting effort and performance, rescarch of this magnioude was not

telertaken.

’\) F“ ’1
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1. Reading Comprehensi
2. Rural-Urban (Var. 36)
i

3. Par—PuPil Eypendituri Bystem (var. 37)
2 Pur Teacher Var.
Dropout (Var. 29)

flrEL factar is
1 loadings Tor
soning, and

grgatcr on Lne i;z»f iactor T'ld
“1t fact@rg WJLh extremely unigl
Arithmetic

T'JB‘

and manlpuia1ﬁ aymbgllz material. The generalized nature of the factor is
most significant, Indicating that achievement of students is hi ghly related
Liaelr nonverbal abstract reasoning ability} and that they tend to do
ually well in verbal and quantitative tests The test score means of the
students are highly related to the propgrt;ﬂn of Negro students and are
modecrately related to housing quality, college attendance, and Re

There 1s very little relationship to rural-urban status.
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* DuB@;hg Phll;p; an Introduction to Psycliological Statistics
Harper & Row, New York, 1965, and Harmon, Harry H., Modern Factor A 51
CHlCﬂgD} T1llinois. The University of Chicago Press, 1960,

*¥¥D.iley, John T. Human Resources and Manpower Planning Confere
on "Operational and Personnel Research in the Management and Manpower Syste
Brussels, August, 1965.
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Additional -.1
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Table 7

Factor 4 -- Teacher Training

No. Description B ____Factor Loadirn.:

Degrees per Teacher .03
Graduate Training per Teacher 91
Prop. Summer SEL@DL .56
MA's & PhD!'s per Teacher .69
Average Years Mull-Time Staff L1
Advanced Placement .12
- Special Class (Low I.Q.) .12
Accelerated Curriculum .10
LEVEL OF ENTITLEMENT ) .00
Information Total 12th Grade Boys .00
Reading Comprehension Grade 12 .03
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variables with loadings more than +.10.
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Factor 5 -- Unfavorable Community
Environment

Var,
lio. ~_ Degeription o _ Factor Loaoding
20 % Boys Dropoul 68
5¢ % Girls Dropout o7
167 Ape of Bullding Lo
Lo Ratioc Assessment to Property Value ' 36
34 Housing Quality (% Low Quality) -.31
26 Iuunber of Senicrs 30
10 Special Class (Reading Difficulby) 25
33 Guidance Program =.27
15 Additional Counselors .25
L Length of Schocl Day -.p2
3 Days in School Year ’ ‘ 20
29 Current School Tax Rate : -.20
25 Aver: Years Full-Time Staff 20
16 Aﬂdithﬂal Teachers .20
36 Rural-Urban .19
50 % COllege Attendance -- Male =.19
17 Books in the Library -.18
13 Summer School .16
9 Gpecial Class (Math Difficulty) 16
5 Clase 3ize Science & Math .16
20 % Male Teachers -1k
22 MA'e & PhD's per Teacher Qb
18 Books per Senior -.13
7 .gpggial Class (Lov I.Q.) 12
31 % Taking New Work Summers 11 -
12 Advanced Placement -.11
32 Teachers Starting Salary Male .10
1 LEVEL OF ENTITTLEMENT -.12
L1 Information Total 12th Grade Boys -.02
Lé Reading Comprehension Grade 12 .01

Note: 28 variables with loadings more than +.10.
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lower tax rates,
. have lower iss‘ﬂsment ratios,
10. have a smaller perce Laﬁe of local school support.
11. have morc halfarlay sessions.
12. have more students hefore Juvenlle court.

1. have novwer buildings,
2. serve never homes.
3. have a greater percentage g to college.

This would be a very puzzling set of relationships if it hadn rlier beern
shown that impact aid tended to po to schools in the Southeasgt. The zabove
relationships merely reflect the overlap bebween many school variables and
school sizc and Region.
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None
Low
High

None
Low
High

Table 9 - Continued

Southeast Region

TR
Large
nan

o A1l Other Regions
Schools Bmall Schools
5.0, N Mear  5.D. Iy

Small Schools
caa 8.D. K M

Per-Pupil IExpenditwre in School System (dollars) (5C-89)

212 whp 23k h3 73
o1l 18 3ha 37 ol
208 s 24L& 5l 1l
Current School Tax |
5.26 0 3.43 137 6.48  3.62
6.10  3.21 191 5.67 1.kg
5.56 R.95 ol 6.he  L.sh
Ratio of Assessmen
2.5h 177 13h ) 2,76 1.66 21| 3.3k 2.20 295 | e.55  2.06
2.26 .91 19| 2.00 .58 &1 2.80 1.5k 30 3.65 2.00
2,56 1.26 91 2.1 1.53 1] 3.20 1.60 10 2.38 1.21
Percentage of Negroes in Grades 9-12 (SC-98)
al. k2 ho.2h 129 8,33 32.83 18| W39 15.65 279 8.72 18.51 156
b, 52,24 17 1 15.00 Lo.h1 6] 8.4 21.25 26| 5.80 17.87 25
L3, 54.66 o l1kh17 Lo.71 2] 1.11 . 3.14 91 7.69 5.75 13

+

schko «+

+
(g
L9y
"
lo]
o
g
Q
o

s
et

Degrees per Teacher (SCLS

1.03 2 139 1.29 .33 21t 1.0k 2.47 29 | 1.5k bo 176

0.98 .39 20| 1.38 .32 6 ' 1.0h  1.62 30 1.46 37 26

1.12 Lo 111 1.43 .39 12| 1.03 2.7 111 1.62 .34 13
Percentage Having Guidance Program (GP-1)

56.8  49.5 139| 81.0 39.3 21| 73.3 kb2 300] 99.h 7.5 178

h2.1 £9.k 19| 100.0 0.0 6] 70.0 45.8 30 | 100.0 0.0 26

90,9 28.8 11 91.7 27.6 12| 63.6 L48.1 11 1100.0 0.0 13
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Table H=2
NIMBER OF I',L, H15 - SECTION 3 - PAYMENTS DURING 1951 , 1952,

PER CLASS OF MAGNITUDE

_ 19537] ﬁlf?ﬁ; !‘11[1 i7 1964 L o 1:1?1:
=109 0 0 ( 0 20 ,000-20 ,994 3
| 500-099 0 0 0 0 21,000-21,999 !
1,000-1,199 0 0 0 ) 22 ,000-22 999 )
1,500-1,9919 4 0 0 0 23,000-23 ,999 5
2,000-2 409 I 0 0 0 24 ,000-24 999 1
2,500-2,999 1 0 0 0 25 ,000-25 ,999 a
3,000=3,489 0 0 4] 0 26,000-26,999 !
3,500=3,999 0 4] 1 0 27,000-27 999 5]
1,000-:1,999 1 1 0 2 28,000-28 ,999 4
53,000-5 499 1 0 0 0 29 ,000-29 ,999 2
5,500-5,999 1 0 0 o SG,GDDﬁSD,BQQ 1
6,000-6,999 1 0 1 0 31,000-31,999 o
7,000-7 ,999 5 0 1 0 32,000-32 ,999 4
§,000-8,999 5 3 1 1 33,000-133 998 5
9,000-9 ,999 2 0 1 1 34,000-34,999 1
10,000-10,999 5 2 1 1 35,000-35 ,999 0
11,000=11,999 2 0 3 0 36,000-36,999 3
L2,000-12 9959 3 2 1 0 37,000-37 ,999 1
13,000-13 ,999 2 1 0 0 38,000~38 ,999 1
14,000-14,999 1 2 1 1 39 ,000-39 ,999 1
15,000~-15 999 1 1 3 0 10 ,000-40 999 0
16 ,000-16,999 1 2 1 0 41,000=41 ,999 2
17,000-17,999 1 1 1 0 42 ,000-12 ,599 1
18,000-18,999 3 1 ! 0 43 ,000-43 ,599 2
19 ,000-19 ,999 3 2 3 0 44 ,000-44,999 3
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Table H-Z

(continued)

951 1952 1963 1964 1951 1952 1963 1964
45 ,000-45 ,999 1 4 0 0 70,000=70,999 1 2 1 0
16,000-46 ,999 ] 0 3 0 71,000-71,999 i 2 0 0
47,000-47 ,999 1 7 0 0 72,000-72 ,999 t 2 0 0
18,000-18 ,939 0 2 2 0 73,000-73,999 0 2 2 0
19 ,000-49 ,999 o 3 1 0 74,000-74,999 0 3 1 0
50,000-50,999 1 7 1 0 75,000-75 ,999 1 4 1 1
51,000=51,999 1 3 2 0 76 ,000-75 ,999 2 1 1 0
52,000-52,999 0 1 2 0 77 0 1 1 0
53,000-53,999 2 a 1 1 78, 2 5 1 0
54,000-54,999 0 0 0 0 79 0 1 0 0
55 ,000-55 ,999 0 4 0 1 é@, 0 3 0 1
zss,caa=ss,gge 0 1 0 0 81 1 2 1 0
57,000-57 ,999 1 2 3 1 82, 2 3 1 0
58,000-58,999 3 2 1 0 83 0 0 0 0
59,000-59,999 0 2 1 0 84 0 2 2 0
60 ,000-60,099 1 6 0 0 85 1 3 0 0
61,000-61,989 0 2 0 0 86, 0 2 0 1
62 ,000-62,999 0 2 0 0 87,000-87 ,999 0 1 0 0
64 ,000-63 ,999 1 1 0 0 88,000-88 ,999 0 0 1 0
64,000-64,999 0 1 3 1 89 ,000-89 ,999 0 2 0 0
65 ,000-65 ,999 2 2 0 0 90 ,000-90,999 1 6 1 0
66 ,000-66 ,999 0 5 0 0 91,000-91,999 0 2 0 0
67,000-67,999 1 6 0 0 92,000-92,999 1 1 2 0
68,000-68 ,999 0 1 0 0 93,000-93,999 0 2 1 0
69 ,000-69 ,999 0 3 0 1 94,000-94,999 2 4 2 0
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Tablae -2 {concluded)

e 1951 1952 1963 1961 o 1951 1052 1963 1964
95 ,000=95 ,999 1 0 3 0 58 .000-589 ,999 0 14 3 1
95 ,000=006,599 1 0 | 0 G600 ,000-619 989 1 13 i 0
97,000-97 9049 0 1 0 0 G530 ,000-659 ,999 0 7 i 1
98 ,000=95,9099 1 0 1 1 - 700 ,000=719 599 0 5 0 1
a9 ,000-99 ,999 0 3 0 0 750 ,000~799 ,9499 0 7 1 0
100 ,000-1:4 ,999 2z 73 17 7 800 ,000-819 ,999 1 1 0 0
150 ,000-199 ,999 13 57 17 5 850 ,000-899 099 a 5 0 0
200 ,000-2419 ,599 L3 a3 15 7 a00n ,0006=9-19 ,999 4] 5 () 0
300 ,000-3:19 ,999 3 45 7 0 950 ,000-999 ,999 0 5 0 1
350,000-399,999 0 16 1 3 1,000,000-1,199 ,999 1 241 2 1
00 ,000=449 ,999 1 2] 0 1 1,500,000-1,989 099 0 12 1 0
150,000-199,999 1 16 3 0 2,000 ,000-2,999 999 EJ 12 ﬁ(l -4
500,000-549 999 1 14 3 1 TOTAL 195 663 18 G1
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Table H-3

NONABSORBED SECTION 5 PAYMENTS REILﬂéLIESED

TO THE FEDERAL GOVERNMENT

Tist
Stule ueet

nl Nonabaoirbed

ion 3 Paymoents

Na, uf
Hohoal

iatricis

st
ool
e

Total No

Geetion o Paywents

b

Ha, nf
Huhnn ]l

Mutricts

Yiiar ioaz Yeui 1955
Aviwinn Sllin, BT 1 California b
Flirida 1
Yinee: POa T it 1
Rinsis 1
Alabama 15, HGH e Kent uicky 1
AL i H ol Lot 5
Calilarnia 760,817 s Michigan 1
Volarule = ! M 1l 1
Florida i 1
Tiluhe d 1
foown i o
Foinsas 2 J
Michipgan 3 I
ippt 1 4
! I
3 o 1 i
New Mo boes a4 1
i i A
1 pryegon i 1
Aouth bakota 1 .
Tennessen < B
i
13,103 1
Vipginia 11,174 1 Alabhy +
Washingtron 120,602 1 Arlai K]
Califoraia 1
Coloriuda 1
Connecticut 1
Town i
) Kansas 1
“”‘mk‘“ ) 'j' Mary Lamd i
F:;Liluz‘nm .5'1,71‘7: g ) Michigan 1
Lilaho 34, 000 1 Missouri I
Lowa 4,844 = Montana 1
Kingus 1 : 1
Kontueky 1 o
smiisians 2 :
Michigun Ohio 3
.\1}55‘;55?;;;;1 - * Pennsylvanis 1
Misgourd ! Souih Carelina 1
‘\ ];.,1]1 Caralina 1 Virginia 1
?hm d Wushington 2
South Dakota 1
Tennesses 1
Washlngton 1
Year: 1957
[ouislana % 6,562 ]
Montana 275 1
Texas 2,887 1
Hawaii 23,033 1
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Table 1=1

SECTION 5 AND 9 = PAYMENTSH

Appl. £ Amount | oyear St Appl, =
N . FREITH Rbicde 1s! 12
Kentuceky Il 405,100 8, Carolina 204
3, Carolinn 2010 206,016 b " 205
204 ER I " 206 254,70
1953 e " 5. Dkt 501 77,000
1931 Kentueky 11 Texas 2 195,000
h Ohin 15 : 101 20,500
A, Carolina 208 Wisconsin 203 5,000
1955 Noew Moxicd 1 B h 102 13,800
; Ohio 15 298,528 ' 1961 Arizona 708 520,955
Rhode Is, G010 - 120 500 h Californin 19 1,051,185
Texns i A95 010 b Goorgia 24
1954 Alabama 1 101,800 Tdaho 210
h Arkansas 3 A0 361 " Kentuelky .

101 107,000 B 12
" 501 13,300 v Misgouri 500

Califleria 50 a006
" 57 h 310
202 " (331
2 N 602
A ] h 603
h Coluorado 02 Mon tana 110
Counecticut 205 Jevad 603
Georgia 11 " Ohin 13
14 205
11 " Oi'cgon d01
Telaho 20 b 701
My Tand 1 5. Caroliana 207
Michigan 204 265,650 1964 Colorado 1001
148 2,700 Montana 110
h 304 1963 North Dakota 1103
506 " " 1101
510 " Wyoming 903
Montana 107 15,370 T 1964 Nebraska 1202 40,000
" h 506 20,000
' Nevada 2 51,920
New York 309,600
Ohino A37 ,273
; 246,900

Oklahoma 1 4415
o " 114 E ) !

Pennsylvanin 1011 279,100 i

O
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DOIN THE 87U

S5YMBOLS USE

F ;o total net entitlement, P.L, 87
e net entitlement for intradistrict equalization
1. locol revenues (including intermediatoe SOUred)
5 ~ ostate payments to district
N é’n\,ft:l':lg;r:e daily attendanee = ADA
C ©oeurrent expenses ol ceducation
I Foundation program for state aid in dollars per ADA
(Bv represents variable unit program)
B w buasic nid in dollars, eqﬁai to a fixed number ol dollars por

ADA times ADA

Lax rate stipulated by the siate lor pParticipating in state

cqualization nid

district tax rate

i
K = proportioning factor uscd to allocale state aid funds
v . total taxable assesscd value
vo- ooaverage assessed value per family
i ratio of 1;Hiduntinl,Ln residentinl plus commercial property
values
f + foederally connected

3(a) . pupils under Section 2(1) ol DL, 874
3 - pupils under Scetion 30 ol DL, 874
n : nonlecderal |

i + district

Q r ) rogidential
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New York Office
270 Park Avenue, Room 1770
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Birimn,:am, Michigan

European Office
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