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PRUFACE

Since 1950, the le(eral .overnment has hcon providing funds under

Public laws 871 and 815 to school dist riots in areas ;:iffected bv federal

activity. These laws are unique. in that they are "devised to moderate

special burdens which other activities of the national government create

Lir particular local governments. ivanv persons have sscd uncer-

tainty as to the nature of these burdens and the effectiveness of the

laws in meeting them. I M. Labovitz in his study ML the taws in 1968

concluded that we are uninformed as to how these laws hove operated in

the 1.Q00 school districts that receive P.1- 871 and 815 payments.

In 19n1 Congress considered, but did not onaet, legiIation to au-

thori4e a study of the laws. In 1961, the 88th Congru,s passed legisla-

tion requiring the Commissioner of Education to undertake a comprehensive

study o.f. the Laws. Prior to this undertaking, Professor Bruce F. Davie

of Georgetown University prepared a or at the request of the Commis-

ioner that provided "a guide for empirical research concerning .

the obligations of the ledural government to the stale and local govern-
ments ill which Federal activities are located '

In November 1961, Stanford Research Institute was solected to make
the comprehensive study. in contracting for the study, however, the

scope suggested by Professor Davie was narrowed to include only the obli-

gations to the local educational agencies (school districts), the recipi-

ents of payment under these laws,

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

formance of a piece of federal legislation. Relative to most federal

legislation, P. U. 874 and 815 have well-defined purposes are simple in

operation, and involve payments that can he measured directly against the

stated intent of the Legislation, The emphasis in the study has been to

express the intent of the legislation in a quantifiable form to permit

such measurement, and to identify the ways ni wh aich; nd reas ons f or,

departure [roil the intent of the laws as they have operated in federally

I. M. Labovit, Aid tor Vederallv Affected Public Schools, Syracuse

University Press, 1963, p. 186.

t B. F. Davie, The impact of Federal Activities on Sti utL , and Local Gov-

ernments, Georgetown University. Washington. DX,. August 1961 (Mimeo)
p.
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sultant to the project, providing important counsel and advice. Others
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Assistant Professor of Economics, University of Chicago; Dr. Bruce Davie,

Assistant Professor of Economics, Georgetown University; Dr. Mordecai
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liam Madow, Stanford Research Institute. Mr. James Kelly, Mr. Warren
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of Its stair; Mr. Russell Roddy. Department of Public Instruction, State
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P.b. 874 and 815 have operated to help relieve the burdens imposed

upon public schoot districts. Thuso burdens reflect the lax-exempt nature
or federal property. In general, these hurdein-: aro real and permanent
manirestatiOns of federal

A rationale exists for payments to he based on the pupil local

share of current exponses not mot hy normally available local nod state
funds. However, Inc_, laws have not operatod in such a way as to Just meet
I his burden in most entitled districts. In 51 dislrirts y:,:minyd in this
regard, it was found that the payments under P.1,, 87,1 exceeded el toll

short of meeting the burden by more than 10'; in 8(r, or the districts. The

payments missed the mark by 50'; in 3tro of tho distr.cts.

The use of minimum rates has permitted districts that havc . tow oxi -

ditures on education andfor who receive d large shore or revenues rrom the

stale government to receive lorge bonuses under Lk. 871. Mainly tor this
ronson, total entitlements under P.1, 87-1 appear to yxcccd somewhat those

needed to just mcet the burden. Local option, permitting a district to

be paid at a rate per pupil equal. to that of a selected set of comparable

districts, does not appear to hive resulted in a close relationship hetwyen
the burden and the ontitlements. Thus, some changes and standardization
in the method ol determining the local rates for PaYment 011d0r
P.L. 874 is required to achieve closer motch ol entitlement and burden.

The ratio of payment tor section 3(b) pupils (those whose parent works
on federal property) lo the payment for section 3(a) pupils (those who live

and whose parent works on federal property) is currently 50q- Although on
average ratio 01 50c.; is reosonable, it does not fit the wide diversity
found in thy ratio among districts, Considerable mnprovoment in determin-
ing the value of this ill C) in individual districts can he achieved.

Local fiscal Wilily and e[roVt were found detinttely to be advyrsoly
affected by tcWoval connection, In many states, the state government has
programs to help equalize tax paying ability. In these stntes', it is jus-
tified for the state government to take 1. L. 874 entitlements into account

in determining the amount of state aid to give nny district, and to offset

thereby, part of the federal entitleme n 1.5 received by districts.

V 1 1



Only a small number of districts are presently receiving support for
school construction under P.L. 815. '['ho stringent 1a2quirement that growth

in federally connected ADA exceed 5% results in only a small portion or

eligible districts qualifying for more than a single year: Areas growing
slowly or erratically under federal impact are apt not to receive payment
For many of their federally connected pupils, The procedure of having a
single payment rate based on the minimum construction costs per pupil of
all school buildings in a state fails to capture the differences in costs
between areas within a state and between types of construction (e.g_ ele-
mentary vs high school buildings).

V iii



SYMBOLS USED IN THE STUDY OP P.1, 87d

, total net entitlement, P.F. 87!

Fu net entitlement fer intradistrict equaLization

local yevenues (including intermediate source)

S state payments to district

average doily attendance ADA

CU rrent expenses of education

foundation program for state aid in dollars per ADA

(Ey represents variable unit program)

c aid in duilars, equal to 0 fixed number of dollars per

ADA Limes ADA

tax rate stipulated by the state for participating in state

equalization alit

td
district t N into

, proportioning factor usod to allocate state aid fun

V total taxable assessed,vaiue

v average assessed value per family

ratio of iesidential to residential plus commercial property

values

Subscripts

f federally connected

3 (a) pupils under Section 3(a) of P.L. 874

3(b) = pupils under Section 2(b) of P.L. 874

n nonfederal

d,i district
residential

This list is duplicated at the end of this volume on a page that may

be folded out and used for easy reference,

is
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INTRODUCTION

The Burden -I Fe kral Activity and the P

The tedera_.

mployyr, yet the `t cts of the presence of a federal i.nstallal ion upon

a community differ fu m thost or other installations. The report t r the

CoMmitteu on Edueo _on And Labor to the House of Representatives acuom-

panyin!, H.R. which became P.L. 871 in 1950, status the United

Iles has hr come an industrialist , a landlord, or a businessman in many

rcciinut.Irli ties cif the nation without accepting the responsibility of the

normal cili/en in a community, because propurty under federal ownr,rShi p

or control is generally not subject to local taxation. P.I. 871 and

vis f P.L. 871 and 815

rnmnt is the nation' largrst prrperty own and

8i .ve re des i gnud In correct this e:ond i t on i h regard

Ile 'dens imposed up;ut local school. d is . The kinds

Lhe financial

burdens that

supposedly havy been imposed he Of the nontaxpaying nature or rud-

vral property ttr,rc statud.in Section 1 of P.L. 871 as follows:

1 The ruvynue:-, available 1,0 SliCh t_.[;'( cies Fr nn 1 cal sources ha

byun reduced as the result the nequi Lion of real prclperI

by 00 Utii lid States; or

Such agencies prose ly edit t to For children rys ding on fed 'al

property; itt

Such agencies p le education for children whose parents are

employed on federal property; or

has been a sudden tod substantial increase

are .rs the result of federal activi tios.

school at-

Report Lc the House of Representative, Report No. 22 7, p. 1,

There ttre other local government agencies similarl b rdened a lint 1

out by Prof. Davie, but these are neither included in P.L. 874 815

loyalnor discussed in Lh

Activities on

Washington

report.

Local

See 13. . llat y , Thu Impac t of

'en-mien 0o, own Hui vcrsi t y

C., August 1961 mime
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Essentially P,L, 874 wa _ designed to provide financial assistance

to local educational agencies for current expense ,s of education; P,L, 815

was to provide assistance to construct school facilities in districts

where increasing enrollment attributable to federal activities created
a need for such new facilities. Pi,. 815 entitlement was related, there-
fore, only to increased enrollment of federally connected children, and
would terminate when such increases ceased, oven though the federal ac-
tivity continlleCi nt some constant level, P,L, 874 funds, on the other
hand, tend to be more permanent, providing continual support as long as
the federal activity rdniains in the area.

Today, _ i4 provides an average of 5% of current expenses to
about 10% of the school districts iu the United Stales, these districts
contain about 30% of the public school enrollment in the nation Funds
dispersed under this law have increased from $45 million in 1951-52,
the second year of operation, to $283 million in the fiscal year ending
June 1964.

There are four sections of the law Lind which ,money is dispersed,
Sections 2, 3, 4, and 6. About 5% of the money is di. persect under Sec-
tion (i, which provides money to school districts providing educational
services on federal property questions have been
those dispersements, and no more will be said in this
section of the law. Sec

trice that has

the acquisition

thereby of

founts that

to vase th

enrollment

Together,

suffered

of

au 2 provides for a payment

a reduction

property by the

in al

federal

this property from tho tax rnlos

property

raised regarding

report about this

to a school dis-

values,

government and

Section 4 pr

lzho

ri

removal

for pay-

are supplemental to these providod in Section 3, specifically

connected,
of 5% arc needed to qualify for payment under this section

burdens of tapir growth, Increases in federally,

only l'/; of the pcwdents are made under Sections 2 and 4

Approxima cly 91% of the money dispersed under P. 874 is provided
under Section 3 of the law. Under this section, funds are provided to
local oducatitnal agencies (school districts) to pay for the education
of public school pupils who reside, or whose parents work, on tax - exempt

'al property. Federal property as defined in P. L: 874 is "real prop-
erty owned or leased by the United States

. . not subject to taxation
by any state or any political subd Aston of a state:' 'the definition
includes real property owned by the United States and leased therefrom
except that any taxes collected onimprovements owned by the lessee arc
ci H''ted from the gross entitlement under this section Excluded from
entitlement under this section aro pupils whose parent works on federal
property that 'is essentially connected with a local service
offices, courts);

n. post



The woy in which this section operates and the rationale establish-

ing The lederal government's obligation under this section are discussed

in detail in the report.

Tho provisions or 147! and 815, the background lor their enact-

ment, and thu history of amendments since first passage in 1950 are con-
*

tained in duCail in a study by Labovitz. The material contained in this

excellent descriptive study will not be repented in this report.

The Need for This Study of the Laws

13.1,. 874 is rather unusual federal legislation, iii that it does not

represent purchase of services for public puilmses, or aid to local or

state governments to carry out legislative purposes. Rather, it repro

SOHIS an attempt on the part (II the lederal government to accept the

responsibility ol the narmal citizen in a community. In fact , fit

course, the Federal government is anything hut a normal citizen in the

community, and any legislation designed to achieve this end is unlikely

1(1 he I ul i uccesslul. It u, impossible to define Wily the obligations

arising trom the presence of a federal installation ill 1QVIIIS only of_ that

activity and its direct relations with the community. The federal govern-

ment directly provides over 10(:0 of the nation's inconw, and than redistri-

butes that income by ihe application of the federal IncoMe taX,

PA. 87! and 815 recognize that local school districts generally

operate by use ol a single source of local revenue, the property tax,

which is only partly rvsponsivo tb the incoffiu effects generated by fud-

ern1 activity. .11 the tederol government sends pupils to the local pub-

lic school, and these pupils bring no properly ON base, or lesser amounts

ol property tax hose, 0JOH this school district is burdened in rill ion to

a school district that receives only pupils that have an adutprate properly

tax base, The Hnplication ,r these laws is that, iru,p,ctivo dr the in-

come effects OH a community or the operations or Lhu federal government,

iI is unfair Lo Milpose a special burden on local school districts. Hut

the law is ambiguous in suiting forth the nature or the burden and the

manner in whichthe funds are to be disbursed to relieve till) burden.

t. M, Lain Aid [or Federally Affected Public Schools. Syracuse
_ .

rniversity Press: 1963:

House or liepresen tat i ''VS , liii. I



The intent of the law, as stated by the Committee introducing it,

is to provide financial assistance for local educational agencies in

areas affected 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 loeal level of expenditures

(as measured by expenditures in comparable districts--see Chapter 4 for

full discussion) . The rationale for the law is that the federal govPrn-

ment fails to meet the "responsibility of the normal citizen," because

of the Lax-exempt status of its property. Thus, it is not aid which is

provided, but payments in lieu of taxes at rates governed not by the value

of the federal 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

make all of the law permanent, and in the continual stream of amendments

put Lora 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 of who should be eligible, and to the extent to which the payment

should be for a transition period , or confinuous.t

It is the intent of this research to unravel the confusions, to

show how the law has operated, and to point toward possible legislative

approaches _'improve the -consistency of the law.

The Scope and Level of Effort of This Stud'

Stanford Research Institute has been authorized to conduct research

designed to provide a basis upon which the U.S. Office of Education can

determine the efficacy of the present laws and the need if any for sug-

gesting to Congress legislation to improve the operation of the law. In

view of the short amount time available for this study (six months) ,

efforts were concentrated on those aspects of the two laws which are most

controversial'and most important. Importance has been measured in the

terms of the dollar volumes involved. Thus Section 4 of P.L. 874 has

been treated only briefly, despite possible improvements, because its

Ibid.

See President Kennedy's sta tement cited in Labovitz, op. cit. , pp. 87,

88.



total dollar volume of $1.5 million is not substantial; P.L. 815 has

received only ono-tenth the attention of 11.1,. H74 because its operation

has aroused much less controversy, and appears to be in much less need

of revision, Most of the attention in this report therefore focuses on

Section 3 of P.L. 874, since it represents most of the funds (94%) dis-

perSed under this law, and is the focus for most of the controversy.

The research effort also concentrates on the basic provisions oC the

law, rather than on procedural matters. There have been several_ proposals

to improve the administration of the law; e.g., changing from-one- to two-

year eligibility. Many of the proposals are sound; but they have not been

analyzed in this study, since a different level of effort would have been

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

the basic provisions of the law. The 101 lowing 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 entitled districts dirCer from nonentitied dis-

tricts in terms of 21 school finance and socioeconomic charac-

teristics. This analysis was conducted for the nation and for

each of eight Office of Education regions.

2. Thu sample was also used to determine how entitled districts

differ among themselves in terms of the payment options used

(in those 31 states permitting comparable-district option) and

how those districts with a high proportion of entitlement. bused

on properties outside the district differ from districts with a

low proportion.

3. The sample was also used to conduct multiple leg ression analyses

in 16 states tor which data were adequate, to determine the

effect of the degree of entitlement OH tOCUI CXPOHSCS TOr (AO-

cation,

4. A nationwide sumplu ul 51 large countywide and city school dis-

tricts was used LO evaluate the degree lo which 11w entitlements

under P.L. 874 Mut the burden imposed by federal connection,

The results were then tinalyzed to determine what !actors are

associated with over and cinder payment,



Approximately 80 school districts in California with relatively
high ontitlomonl (above 5% for high schools and unified districts
and 105 lot' olementary districts) were analyzed for the period
1956-64 to determine the rolationship between trends in entitle-
ment and trends in major school finance voriableg--enrrent ex
penses of education, local revenues, assessed value, tax rates,
and state aid.

6, A nationwide saint It' of SOO high school contained in the Project

Talent Study at Pittsburgh, wore analyzed to dotormine il en-

titlement was associatod with educational achievement or oduca-
tionai standards of performance.

7. A sample of 1St) district cligible for P.L. 815 funds wove ana-
lyzed to determine the uso and distribution characteristics of
P,L, 815 money;

8. Five individual districts were analyzed in depth as case studies,

9. Certain characteristics of entitlement have born statistically
. described for the entire population of d,000 entitled districts.

mo:;L1 v Cur the year 1959-00,

Tfie extensive use of the year 1.950-60 for analysis was necessi-

tated by theavaiiability or survey and census data for that year
only. Use of that year creates no analytic problems, however,
because of the stability over time of area characteristics, and

distribution of entitlements,

The report is in two vOlume6; Volume I contains the general analysis
and conclusions; Volume II, the results of five district case studies;
Montgomery County, Maryland; Salina, Kansas; Phiiadelphia, Pennsylvania;
Brevard County, Florida; and Vallejo, California:
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l'hapicr

SUMMAHY AND CONCLUSIONS

The Ohti;:ition or the Federal Government to Affected School Distrfett=.
. .

P 1. 71 and S 15 a ic t he laws inido r which the lecic ra I gove rnmen t

recogni zes an oh I i go I ion o rot i eve cost burdens imposed On school dis-

t ric s 1 f edera I lc t t v Primar 1 y t hese burdens re late ic t he need

Li school distil o Is to provide edurul t on to chi ld re n who l'OSid0 WI iii par-

ents who live or work on tnx-oNompt roderal property The burden may be

S pecifically defined as the costs of education ineurted or 1(20r:illy con-

nected pupils not met. by normally nvnilable loca l and state revenues Dv

normally Available revenues is meant lhoso thnt woold be available for iho

typical nonfedevally connected pupil in the community, or or communities

of similar socioeconomic. structure

The nature of the= ohlIgation has been confused by the emphasis placed

on tax exemption of federal property as the cause of the burden, 11.1, 87d

is often regarded as providing payment in lieu of taxes; yet it clearly

does not since the payments are made at rates determined by the costs or

education in the communities and not bv the worth of the federal properties,

In addition, entitlements go to the school di5tricts educating the feder-

ally connected pupils and not necessarily to the districts containing the

federal properties

Our conclusion is that eilgtbilify under the-,e laws must rost upon

the burden principle and not :Ton the 1n-110u-of-tax principle= In the

first place, it is administratively almost impossible to implement a con-

sistent in-lieu-of-tax program, because of the unmanageable task of deter-

mining the true market values of most federal properties (o g., what is

the vnlue of an air base in Kansas?) Second, large inequities would arise

in the distribution of funds, as n few fortunate districts that encompass

key properties would receive huge payments, while neighboring districts

educating many of the federally connected pupils would receive none; (e ,g,

104 school districts educate pupils and receive P L 874 entitlement bnsecl

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

Oklahoma) Third, the ease studies indicate that total payments in lieu

of taxes would not necessarily be lower than they arc under the burden

principle..
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Another question that arises with regnrd to the federal obligntion

is whether the burden imposed is of a permanent or trnnsitory nature, A

I ransitory burden would exist if the locni tnx base recovers le pre-

impact levels after receiving the initial shock of the arrival of the
federal nctivity, Three kinds of test initiated in this study indicate
thot the burden is a permanent one, and that the impact' is lasting.

First, calculations in n special study of Si districts indicate that in
111 cases nssessed value per pupil is lower tor federal pupils than for
nonfederal pupils in the same district. Second, multiple regression anal-

ysis in lb states indicates tint larger proportions of federal ARA are

associated with lower levels of local spending on education, after taking

into account differences in socioeconomic structure of the community.*

Ti-dA'd, in heavily impnciod districts in California assessed values per
pupil generally failed to improve in the years following federal Unpile!,

unless some other nonconnected event occurred in the community (e.g.,- a

renssessment, new industrial plant, etc.), Fourth, our theoretical anal-

ysis suggests that there is no a priori'renson to expect that tho economic
impact of federal activity will improve the financial ability of the school
district to provide education on a per pupil basis; this stems from the
fact that the economic growth accompanying federal impact may be modest,

and is at nn rote accompanied by both in noosing property values and in-

creasing school population; there is no reason to expect that the former

will increase more rapidly than the latter.

It: may be noted that once the burden principle is accepted, there is

no reason to exclude Section 3(h) pupils from eligibility; these tire pupils

who live with, parents who either live or work on federal property, but not
both. They are almost entirely the latter, i,e., pupils whose parents work
on federal property. Their eligibility rests upon the fact that school

districts nre generally unable to maintain, with reasonable effort, levels
of expenditure derived only fron. 1-osidential property taxes. The burden

is created by the absence of taxes on places of work. The burden in each

district depends upon the balance of residential and business property in
the district, and may be negligible for o predominantly bedroom community.

Nevertheless, there is no justification 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-
nent. Nevertheless, it is highly unlikely that the impact would have

been statistically significant if it were only transitory, because at

any one point in time new federal activities are a very small portion
of the total of federal activity, and could not significantly alter
local spending patterns in the nation.



Thus, we conclude that PA, 874 is a defensible, though somewhat

unusual; piece el federal legislation; that if is properly conceived in

terms or relieving burdens imposed upon. school distrtcts that educate fed-

oral pupils; and that permanent pnyments to impacted areas under 1' 1,. 874

can be justified, The bilvden as defined liv P. 1. S71 relates entirely to

the needs of each district as expressed by its own level el effort. Thus,

the burden tends to be i,:realer in rich than in poor districts This con-

cept of burden does not take into aceount educational 'licieds' which may

be measured In terms 01 some educational standords or goals This task

has been delegated to Title ft, P I 10, financial Assistance h) Local

Educational Agencies for the Edncation of Children or low income Families=

01: el1 t 1_ Iviluci to ll 1 ht iiiciiic terie,,s ol thc level- o Ent it I oment.s

Under Section j, P L 874

The locril burden mny be said to be met when the federal payment under

P, L, 874 provides revenue per tederally connected pbpil, which, when com-

bined with local revenue derived from the federally COnneeled family,

equals the local revenue avniinbic for each nonfederally connected pupil

P. 874 iieets the locn1 burden in terms of the conditions and aspirations

of each school district, The major test in this research was to determine

if payments are actunliv meeting this burden and it not why not

It does not follow that meeting the burden in terms of Local condi-

tions is the only possible val of the federal payment unriuc P I 87d,

It is, however, the exprew-ed intent of the law to do Sc) and thus the

operation of the law must be tested against this intent,

To study the appropriateness of the level of entitlements we analyzed

4 large countywide or city school distrAcL.;1 in IS stoles. the analysis

consisted in calculating the payment required to just meet the burden,

which is then compared with the entitlement actually received.

We found that the average federal entitlement conforms closely to

the overa ll burden_ However, the distribution of the comporisons demon-

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

Jul districts, the actual entitlements differ from the entitlements re-

quired to relieve the internal burden by li c or more in 13 districts,

pOyment required to meet the burden is at least 507 less than actual enti-

tlement. 00 the ofher hand; in 3 districts the paymont needed for intro-

district equalization is 50% greater than the actual payment. The key

message is the wide dispersion of results; indicating that the procedures

do not typically operate to just meet the burden, for individual districts,

9



The case studies generally confirm this finding: Less precise measures

obtained on a statewide basis for 14 states indicate that entitlements

needed to just meet local burdens are about 25% lower than are actual

entit lements.

\Vo inn conclude that the method of payment result; in wide discrep-

ancies among districts, with many districts receiving large windfalls,

and a smaller number receiving payments less than necessary to meet the

local burden.

The Aspects o( the ition of .he Law that Influence the Approprit

of the Entitlement

mess

The method for determining entitlement under Section 3, P.L. 871 is

basically simple. Net entitlement is equal to the local contribution rate

(LCR) for determining payment, times the sum of the number of pupils under

Section 30) , and one-half the number of pupils under Section 3(b) less

deductible funds; this formula may be expressed by the following equation;

F L'. ii ( -t 1 N3(b) - D

F = net entitlement under Section 3, 874

= number of pupils entitled under Section i.e.,

pupils of parents who both live and work on tax- exempt

federal property

N
3(1.

number of pupils entitled under Section 3 b

pupils whose parent either lives or works on 1

property

D . deductions from gross entitlement, generally for federal

in-lieu-of-tax payments*

The question of deductions is complex in detail and not oo significant

in terms either of the amount of money involved,or the principles of

the law. They will not need to be discussed in this report.
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In essence, the amount or ent1tle010111 for an eligible district is

determined by estnblishing an LER and counting the number of pupils enti-

tled under each subsection of the law Problems of counting pupils are

administrative and will not be discussed further

It is assumed to be the intent or Congress that the amount of entitle-

ment matches the local burden. For the entillement 10 match the local

burden, the following is necessiwy: (1) the LCR must equal the local

share of current expenses that would exist if federal families made the

same contribution per pupil to local revenues as do nonfederal families;

rind (2) the ratio of the payment rate for 3(b) pupils to the payment rate

[or 3(o) pupils must reflect the contribution to local revenues by feder-

Aly connected families living in the community We will First report on

our findings w th regard to tho LUZ.

The Methods for Determining the LCR

he iS based upon local current expenditures of comparable dis-

tricts HI-, the district ADA in the second preceding fiscal year In

part, the LCR may differ from that needed to meet the burden because or

the two-yoor time lag, Costs of education per pupil have boon increasing

at an average rote of about EY:'0 per nnnum, introducing a time lag that

should result in LCR being about 10% below the local costs Incurred in a

district. But in fnet, the average LCR is much above local costs.

The LCR may also differ from that needed to moo the burden because

the LCR is not comparable to the locni share of current expenditures per

pupil in the entitled district that would exist if federal families were

like nonfederal families, As currently amended. P.1., 874 provides that

the LCR mny bo established in one of three ways, (1) by an entitled dis-

trict selecting a group of comparable districts within its state, and

receiving payment at a rate equal Co the average LCR of the group; (2) by

electing to bo paid at n minimum rate equal Co one-half the state or

notional current expense of education; or (3) by being in a state that

elects to estnblish groups of generally comparable districts, and receiv-

ing payment nt a rate equal to the average of the group to which the dis-

trict is assigned. In 1959-60, 25% of districts used the first method of

receiving payment; 27% of districts used the second method; and 485 used

the third method, i.0:, they were assigned to groups established by the

state. So-called group rates are established in 19 states; 31 states per-

mit local option,

It was found in the analysis that all the methods result in average

payment rates biased toword overpayment, with the median district in a

random sample of 1,000 entitled districts having an LCR $40 more than its

11



local shnre of cxPenses or about 20% of the average LCD or $210 paid in

1959760, Somewhat IQSS upward bias would he shown iC the local share

could be Fully corrected For contribution of reaerally connected Families.

The method of payment that eonlributes most lo the everpnyment is the

use of minimum rates, especially payment at one-half the nntionnl expense.

In states permitting local option, the median district electing to receive

pnyments nt ono-hnlf the national expense had in 1959760 an 1,01 $120 above

its aclual local share or current expenses_ Almost all the districts ink-

ing this option in n sample comprising 267 such districts, had liCilts that

exceeded the costs by between $20 and SJ50 per ADA.

An analysis or the characteristics or districts that elect to receive

pnyment at minimum ralcs shows that such districts differ from districts

that elect to receive payment on the bnsis or comparable district 'CFCs

in four principal ways. (1) they spend loss on °attention- in 1959-60,

such districts spent an average or $90 per ADA less; (2) they raise a much

smaller share of their total expenses Crom local sourcesin 195940 they

raised only 37% of revenues Crom local sources, whereas those using com-

parable district raised 69% or revenues from local sources; (3) they have

lower Family ineomos--in 1959-60, medinn income in such districts was only

two-thirds or the family income in those using comparable districts; and

(4) they tend to concentrate geographically in the southeastern part or

the country.

The minimum rate option has its most arbitrary effect in the 19

stntes that have estoblished comparable groupings at the state level. In

10 or these states, one or more of the groups received payment at.the min-

imum rate, because the avorage LCR for the group wos below the minimum

rote. Many groups nre so constituted that it is reasonoble for the dis-

tricts in the groUp to have lower than average cests--for example, a group

comprising all elementary schools; yet lhesc v'oups are able to substitute

minimum rates and receive bonuses that do not reflect lower ability to pny
for education.

In conclusion, we rind that tho minimum rate option lends 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

stnte government. Although there is some income equalization in the use

of minimum rates, the minimum rate is a poor tool ror equalization when

compared with the explicit equalization nrrnngoments employed in many

stales and recently legislated in Title II, PA. 89-10.

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

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

12



of current expenses that would exist in tin tiffeetod district without fed-

eral activity, Nonetheless, our study shows that oistricts using this

procedure generally have 112E s that differ widely from the true district

costs, 01 a sample of 294 districts electing to receive payment based on

computable districts, 212 had LCR 'S that differed by more than $20 from

local share of expenses, and 113 districts had that differed by more

than $50,

lia's tend to exceed actual local costs because districts try to

select comparable districts that have higher local expenses of education,

Nevertheless, in many stntes, an effort is made to select comparable dis-

tricts tha t have an aggtegnto LCR roughly equal to that of the entitled

district. Since, however, almost all other characteristics of districts

are ignored in the selection, the result is similar to using the entitled

district's LCR directly in other states, the selection of comparable

districts provides bonuses: nno no basis :or the selection of comparable

districts is apparent. The problem arises because there is no sttindsrd

definition of a comparable district or ci standard procedure for selecting

comparable districts, It is our conclusion that it is almost hopeless to

administer the comparnbLe district option in such a way as to assure that

there is uniformity in practice and equity to all districts,

Groups of "generally comparable' districts have been established in

19 states, Each district is paid according to the average LCR of the

districts in its group. Wide differences in the school district organ-

ization among states make it impracticable to establish a rigid rule re-

garding the number and typos of groups for all states, intrastate differ-

ences suggest that Use or only a single group within one state is probably

not justified (live states use only one group for all districts). Nor is

it likely that use of as many as 13 groups, based on !--:ize difference alone

is justified: as in Texas. Grouping by grade level and major size cate-

gories is probably justified, Before establishing definite criteria for

grouping, however, more investigation is needed as to the groupings that

represent a legitimate basis for cost differontinls.

The Payment Ratio for Section 3(b) Pupils

The payment ratio for Section 3(b) pupils currently set at 50%, has

been severely criticized, and generally considered as over generous it is

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

of these premises is correct. On the second point, we find that relative

overpayment in terms of the local burden is associated much more with the

relative generosity of the LCR than with the 3(b) payment ratio. On the

crucial first point, we rind that for the nation as a whole, the ratio of

13



residential to commercial property values is about 55/45, indicating an
average payment ratio for 3(b)2 pupils of .45, instead of the present .50.
However, this assumes that federal families contribute the same ns do non-
federal families to residential property values. Our findings in Salina.
Kansas, indicote that federal families may contribute considerably loss
than this nmount in many circumstances. WO conclude, therefore, that
there is evidence that the 50% payment ratio for 3(b)2 pupils is reasouable,
if a single payment ratio is to continue to be usud for n11 districts.

As mentioned by Labovitz, the nntional average is not very meaningful
Cur a law that is intended to meet the conditions existing in individual
school districts.* The evidence from the school districts exnmined in
this study lends to the conclusion that the proper payment ratio varies
tremendously from district to district, depending upon the character and
organization of the district. For example, Montgomery County is a bed-
room community 70-75%, re$idential and appears to justify a 3 (b) payment
ratio or about .35,t whereas Snn Francisco, n large commercial city is
only 4.25 residential, justifying a payment ratio of .60. States without
o personnl properly tax on household effects have higher proportions of
'loxes on business, and therefore deServe higher payment ratios. Using
the ratio of residential to business property in ench district will sig-
nificantly improve the 3 (b) pnyment,ratio. However, further adjustment
for the relative contribution of the federally connected families to local
revenues is necessary to achieve exact comparability at the dist _ct level.
In Salina, Kansas, the contribution from residential property tax per fed-
eral pupil is 40% less than that per nonfederal pupil, because value per
residence is lower and pupils per household greater. On the other hand,
in Montgomery County, the federal contribution is 4% higher.

IL may be concluded that the only procedure for guaranteeing n 3(b)
pnyment ratio that fully reflects the contribution of federally connected
families to local school revenues is to require that each applying district
conduct a stntidnrdi4ed survey that will establish the appropriate local
ratio. A suggested survey technique is provided in Appendix A to this
report. Owing to the stability of the ratio, the survey would need to be
conducted only once every few years.

A question is raised with regard to the justification of payment for
pupils whose entitlement is based on property outside the district of res-
idence. In terms of the burden principle, there is no a priori basis for

* Labovitz, op. cit., P. 160.
t See Chapter 4 for discussion of why the payment ratio differs fromtho

ratio of commercial to residential property.
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excluding these pupils from entitlement. The problem of coti1i11111.ing out-

and com-side the district does create burdens Cor many school districts

muting to federal property is among them. Districts with a high

of entitlement based on out-commuting do not, spend more on education

than do districts with the Encifilies inside, The heavily It districts

consistently spend more local and less stnte funds; but less total funds

in several regions of the country. Any overpayment to districts with

hcavv out-commuting would bo eliminated by using the district's own 3(b)

payment ratio. In this situntion a bedroom community for which out-

commuting is typical will have a low pnvment ratio, wherens a community

for which out-commuting is not typical, will have a higher payment ratio.

In conclusion, we find that the method, of determining the LCIi and

the 3(b) payment ratio currently used lead to wide discrepancies between

the entitlements and the local not burden created by federal activities

We find further, that the methods tend to provide bonuses for districts

with low expenditures per pupil on education and to penalize distidistricts

with high expenditures Even though there is some tendency for relative

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

between the amount of over- or underpayment and the family income level

is not hdi, indicating that as a device fo;- income equalization, the pay-

ment pro dures under PA. 874 ore unsatisfactory.

An alternative formulation is developed in this study that would

eliminate the distinction between 3(a) and 3(b) pupils nnd provide a cal-

culation of the proper payment to relieve the federal burden. This pay-

ment for any district is the amount which, when added to local revenues

available from fodolully connected families results in the same total rev-

enues per pupil for both federntly connected and nonfederally connected

pupils (see Chapter 3). To determine the payment, it is necessary to c 1-

'culate the tax revenues derived from all federally connected families,

including those without any pupils in public schools (now missed in the

present formulation) , and those of members of the Ai=d Forces living in

private residences AOW counted as 3 (a) 's) , A procedure for approximating

the federal payment using the Formulation developed in Chapter 3 is pro-

son ed for a sample of 5'I districts in ,Appendix D and discussed in Chap-

ter 4, A more precise procedure involving household surveys is presented

for the c se study of Salina Kansas (see Volume II).

Federal Entitlement and Local Effort

Several methods were employed in this study to investignte how fed-

eral activities affected the fiscal effort made by school districts in

providing public education, Multiple correlation analysis was employed

in 16 states for which data were adequate, This analysis showed that in
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11 of these stntes federal activity was associated with reduced levels
or local:fiscal .errert. (The)'e was no statistically significant relation-
ship between degree or rederal impact and local effort in the remaining
5 s(ates.) According lo the rostals or this miNtysis, a district with
federally connected ADA would spend, out of local revenues, less per pupil
than another district in the state with similar socioeconomic charm:ter-
istics.

An analysis or henvily impacted districts in California for the per-
iod 1957-61 showed that a relative increase in the ratio of federal te
nonfederal pupils in the public schools is associated with a decline in
the assessed vnlue poP pupil raid n parallel decline in local effort. Un-
less the impact is very sharp, however, theru may be almost no change in
total expenditures por pupil, since federal funds under P,L. 874 and state
aid take up the slack. This is exactly the purpose for which P.f, 871
was designed, and in California it appears to moot this purpose. In gen-
ernl, throughout the stato, expenditures on education per pupil tend
toward rho state average. Thus, if expenditures are above thnt overage,
federal impaet may be associated with a decline; whereas if expenditures

ore below the average, this tendency may not occur. Since increasing
entitlement does not generally show up as increases in expenditures on
education, it iG likely that where the federal governmen1 is making over-
payments relative to the actual local burden, there will be,substitution
for normally spent local funds. in other words, overpayment does not load
to higher levels of expenditure on education. This finding in California
is consistent with the finding that on a cross-sectional basis, there is
a strong negative correlation between current edneational expenditures
per pupil and the amount by which the 874 entitlement exceeds thnt
needed to moot the local burden.

There is no stotistical evidence to support the contention that_ fed-
eral impact changes the levols of aspirations in the district. An evalua-
tion of the progPom offerings of 800 high schools in the nation by Profes-
sor Wiley foiled to,disclose any connection between degree of entitlement
and offerings,* The case 'studies, however, do indicate that whore enti-
tlement has been large and has caused a complete change in the community,
as tor example in Brevard County, Florida, there mar be three effects:
(1) the vory fact that there is grotAdi and expansion permits some improve-
ments, such ns newer schools and equipment; (2) the larger size or the
student population permits a wider offering of COUYSCS, consistent with
that round in school districts or similar size; and (3) if the federal
impact occurs in essentinlly rural, or underdeveloped areas there may be

See Appendix G.
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a change in program content. These effects do not appear to be suffi-

ciently pervasive to show in statistical onalyses, hut they aye indicated

in the case studies of Brevard County, Florida, and Salina, Kansas On

(ho other hand, the effects may be negntive, ns in Vallejo, California,

where tho rapid turnover And industrial character of federally connected

employment have provided a poor educationtil environment,

The Offsettinc, of P L. 874 Funds in State Aid

A mnjor controversy arises with regard to state goyernmonts reducing

their state aid to districts receiving P.L. S74 funds. Fifteen states

including Hawaii, which hns only one district, offset part of the feder.il

funds in calculating state aid The offsets occur only valor() equalization

aid is involved, and where such aid is determined on the basis of reintive

Assessed value per pupil. Under these conditions, a district whose

Assessed vnlue per pupil has been reduced by an increase in federnlly con-

nected pupils, will receive more state nid per pupil than will. a district

or the snItte, size that has not had assessed vnlue reduced by federal impact.

This would be proper it the reduction in assessed values represents a re-

duced ability of the school district to provide education. However, if

the federal government is meeting the burden through P.L. 874, there is

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

payments per pupil. Therefore, we conclude that where the state has n

foundation program, with equalizntion nid hosed on assessed vnittes, it is

justifiable for the state to take PJ,, 874 funds into account in deter-

mining the amount of equnlization aid to give. For 17 districts in Cali-

fornia and Virginia examined in this study, we found thrit typically about

30 to 40% Of the actual federal payments could be justifiably offset

These represent the double payment to the district, where both the state

and federal government are compensating the sc',eol district for the same

lack of tax hose.

Eligibility Requirements

The basic requirements for eligibility undur Section 3 of P.L. 874

are thnt federally connected ADA must be at least 10, or 3% of total ADA.

These requirements were imposed to avoid the high cost of providing small

sums of money and were based he premise that every school district

should be Able to absorb -)era of federnlly connected pupils with-

out hardship The More string. Tualifications for large school dis-

tricts, that 670 of total Ab.:. ho federally connected, were bnsed on the

assumption that large districts could absorb a grunter percentage of fed-

erally connected students without hardship. However, the absorption con-

cept which underlies the eligibility requirements in P. 874 is applied



only to nonqunlifying districts. School districts that meet the eligibil-
ity roq iromeuts as specified in the law ii.:e not required to absorb any

federally connect :NI students; they receive funds tor their entire lode!
ally connected Al)' . This situation creates an important discontinuity

between thoso districts that YUCOiVe no foderal payment, theoeby absorb-
ing Federally connected ADA up I, or 6% of total, ADA_ an1 qualifying

districts with federally connected ADA 's of slightly ovr 3 or 6q, that

twelve payments ror att eligible pupils. By requiring all districts lo

absorb a certain percentage of federal students before payments aro made

as large districts were required to do until FY 1958these disconlineitis

Could be eliminntod and thy program would be more equitable,

Thu eligibility or absorption requirymunl as currently stated in terms
of numbers or pupils is inequitable, as it does net distinguish between
3(a) and 3(b) pupils, Since the 3(a) pupil creates the gryaler burden,

this process means that districts predominantly 3(a) absorb a inrge- bur-
den than districts predominantly 3(b), It would be preferniAo to delin-

eate the nbsorption or eligibility Mitar(Miella in terms of the burden;
iii, as a certain percent of local share -01' expensos, rather thnn as WI
ADA requirement. Alternatively, the 3(Il) pupil may be counted as only 2
portion of a 3(n) pupil ror eligibility as well as for payment.

This finding does not imply that the present 3% eligibility require-
ment is optimal. In fact, if the absorption principle is adopted and if
3(b) pupils are not counted as full Pupils, then retaining the 3X require-
ment would substantially reduce the entitlements to a majority of districts.

Another important discontinuity is created by basing the distinction
between large nnd small districts (therefore those that fall under the 6%
rule and those that do not) on prywar attendance data. Only halt the
school districts with an ADA of 35,000 or more in FY 1961) fall under the

6% rule, and some or the small" districts are currently mole tha n twice
as largo as some of the "Inrgo" districts. ApplicatiOn of the same obsorp-
tien requirement to all districts would also eliminate this discontinuity.

In FY 1960, over 4.9 million pupils (about 11% of the national enroll-
ment) attended schools in districts falling under the 6% rule. The total
ADA of all large districts qualifying for P.L. 874 entitlement under the
6% rule was 760,000 At least one district (Los'Angelos) with an ADA of
533,000 could qualify for P.1_,_ S7,1 entitlement if the distinction between
large and small districts wore removed. Additionally, an unknown number
of others that have never conducted a survey of their ADA, because of tho
cost of doing so, might also qualify,
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The greater ability of school districts falling under the 65 rule is

difficult to determine, primarily beuaiNe there is no sing l. meaqure of

rinancinl ability that con he equitably applied to all distrtuts Total

nnd assessed valuation per ADA, probably the best 1.1100$1.1r0 of financial

ability, is consistently higher in large districts than in average dis-

tricts in the.samu state Many forgo cits districts also have more sources

of local revenue upon which to draw than have other districts: llowevcr,

significantly ion (or demands are made on local [ox sources by other focal

governmental agencies ill most inrge districts, educational costs are sub-

stantially higher, St4itu and other nonlocal sources at VOVORUo no signifi-

cantly lower, and practical limits on local revenues arc frequently placed

on large cit. dtstr1cts by state legislatures Increasingly, Large dis-

tricts must also moot local demands for more costly programs (e.g voca-

tional educntion, compensatory education, basic English, and citizenship

training) and many of them have recently experienced enrollment tuucioaes

while total population has declined

Because of the many special circumstances in large school districts

as defined under P.L. 871, it is Lmpossible to justify a (M it. rential of

65 vs 35 qualification for entitlement between large and, small districts,

Evalutiün ml Public Law 815

The principles that establish the obligation of the lederal govern-

ment to relieve cost burdens imposed on school districts by federal actiV-

ities operat,::! with P,L. 815 as well as with P L 871. The burden in

P,M, 815 relates to the increased enrollment immediately associated with

changing levels of federal activity and the imposition of capital costs.

The burden. isimposed fora similar reason as in P. L. 874, i.e the lack

of tax base; however, P L. 815 applies only to construction costs incurred

for additional federally connected pupils.

In this study, a comparison was made between PA 815 payments, under

Section 5, received by 3 school districts and the financial burden placed

on these districts as a result of their increaso in federally connected

enrollment in elomentory and seconda ry schools,, This comparison disclosed

that in two of the throe districts there was to substantial difference be-

tween the financial burden and the P.M, 815 payments.

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

and Salina, Kansas
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In one of the ease studies, that of Salina, Kansas, tho financial
burden exceeded the P.L. 815 payments mainly because (1) the property tax
payments of federally connected families assumed by P.L. 815 exceeded the

estimated amount of such taxes and (2) there wore increases in federally
connected ADM during years in which no P,L. 815 payments wore receive(!

,

The first cause of difference reflects the inaccuracy of the 50% pny-
ment ratio for 5(a)2 pupils, similar to that causing underpayment UI
P.L, 874 funds. Proper evaluation of the contribution to local property

taxes of federally connected families would alleviate this difficulty for
both P.L. 815 and Mb, 874.

The second cause is unique to P.L. 815, and the problem of underpay-
ment for this cause reflects the difficulty of complying with the 55
eligibility rule for each two-year period, over a longer period of fed-
eral activity expansion. Our findings show that very few districts re-

ceive payment under P,L. 815 for two or more consecutive years. Districts
like Salina, experiencing growth over a number of years, fail to qualify
in many of these yoors. Nevertheless, it is total change in ADM, not
speed of growth, that creates the feed for new facilities. A district's
total need for new construction is just as great- for it 5% hid lease over

throe years as it is for 2 5r,. increase over two years (although the abil-
ity of the district to absorb the burden is greater in the latter case).
The fedural burden should relate to the total increase in coustruction
nueds over time.

The analysis of school districts that did not meet the Suction 5 eli-

gibility requirements indicated that the porcontago of districts that

failed to Meet the requirements is larger fop school districts with a

lorge average daily membership (ADM) than for school districts with a
small ADM. Thus, it is concluded that i l is harder for large school dis-

tricts to moot the eligibility requirements than for smaller school dis-
tricts.

There is a wide variation in the actual per pupil cost of building

minimum school facilities for different types or school. buildings, The

computation of SPPC's (state per pupil costs) does not distinguish between

the costs of building elementary schools and the costs of building high
schools or the costs of eonstructing now buildings and the costs or con-
structing additions. The variation in actual per pupil construction

costs under the above method of computing SPPIC's rosults in P, L 815 pay-

ments for elementary schools that ore too high, and P.1,, 815 payments for
high schools that are too low. A similar observation may be made for pay-
ments for additions and payments ray now Ijiii ldings..
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The analysis of the nonfederal share of costs of building school

facilities disclosed that (1) the nonfederal share is generally a low per-

cent of total costs and (2) there is no tendency for the nonfederal shore

to change with subsequent entitlements undur P.L. 815,

During the analysis of P.L. 815 it appeared that of the school dis-

tricts that received or applied for P.L. 815 payments, only o few were

familiar with the details of the law.

Although ii principle one would expect nonabsorbed payments to indi7

cote payment in excess of construction need, the data were insufficient

to permit any conclusions to be drawn.

Statistical analysis could not be performed for Sections 8, 9, and 14

payments since there were too few payments under these sections over the

years 1951-61.

Suggestions for Revisions C tho Laws and Procedures*

In the light of the above conclusions, the following revisions in

P.L. 874 and 815 are suggested:

L. To the extent that the federal government recognizes an obligation

to school districts for burdens imposed by the federal activity,

and the burden is defined as local costs incurred for federal

pupils unmet by normal state and local revenues, it follows that

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

It is suggested that the minimum rate options, permitting payment

at one-half the state or national average current expenses of

education,be eliminated Muse options are particularly inappro-

priate in the group rote structtires. They have operated to pro-

vide sizable bonuses to districts with low expenses on education

and high proportions of state aid, and cannot be justified in

lotus of the intent el the legislation. The newly enacted

Title II, P,L, 89-10, providing financial assistance to educate

children of low income families, is a much better vehicle for

income equalization,

3. The present methods tor determining LeR are 'not mooting the intent

of the low in most districts; changes to improve this situation

arc feasiblo. Theoretically, local option for determining DCR

Suggostions for further research aru contninud In Appendix B.
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should come close to meeting the intent of the law, beet in prac-
tice it has not. IL is suggested that one of two procedures for
calculating LCR be. adopted: (a) abandon local option as imprac-
ticable, and inaugurate a consistent procedure for district group-
ing within each state; or, (b) if retention of local option is
desired, abandon only the comparable district comparisons and

determine the LCR for each district on the basis of that dis-
trict's local share of current expenses for nonfederal pupils.

If the LCR is to be determined by dist_ grouping the group
,categories should take into account differences in school district
crgartization between states, and should capture these differences
in school district structures that cause different levels of costs.

At present, no state has structured its groups of districts so as
to reflect different levels of effort; thus, all unified rural
schools may be one group. It is, however, feasible to have sub-
groupings that reflect levels of local expenditure per ADA; for
example, unified ret.al schools that spend a large amount per ADA
would not be grouped with similar schools spending considerably

less for purposes of determining the LCR. More research is re-
quired to devise appropriate groupings that properly reflect the
goals of the law.

If the LC11 is for each district separately on
the basis of that district's local share of current expenses ro
nonfederal pupils, then the procedure evolved in Chapter 3 of this
study should be substituted for the present payment formula. In

the suggested procedure, the local share of curront expense per
nonfederal pupil is multiplied by the number of federal pupils,
and the contribution of all federally connected families to local
tax revenues is subtracted from the product. In this procedure,
no formal distinction is mad() between 3(a) and 3(b) pupils.

If a single average payment ratio for 3(b) pupils
ratio of .50 is reasonable. This ratio, however,

retained,

inappropriate
for most districts. A ratio that more closely reflects the con-
tribution of federally connected families can be obtained by using
the ratio of residential to business property values in each dis-
trict.* This improvement can be based upon data easily.retriev-
able from the property records of county assessors.

A procedure for calculating approximately correct entitlements is dem-
onstrated for a sample of 54 school diiriots by using the districts'
ratios of residential to business property values to calculate the con-
tribution of federally connected families. These calculations aro shown
in Append D and discussed in Chapter 1.
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further step that would more fully capture the contribution

of all federal families requires household surveys to compare

the value per residence and the number of public school pupils

per household of federally connected and nonfederally connected

families,* Because of the inherent stability of the ratio, such

a survey can be clone at intervals of a few years: The determina-

tion of the contribution of all federal families to local ve-

nues will remove most of the objections to entitlement for 3(b)

pupils and especially for 3(b) pupils whose parent commutes to

work, In this way, all federally connected revenues ore captured

(revenues now missed are those from federally connected families

without public school pupils and those from private residences

of members of the armed forces):

6. It is su-gested that the definition of n federally connected

pupil be changed from having a parent working on federal property

to having a parent who is a primary wage earn r working on fed-

oral property: Payment is currently made for one group of pupils

for which there is no measurable burden. The are pupil, enti-

tled on the basis of a secondary wage earner employed on federal

property, where the.primory wage earner is not employed on federal

property. FOr this pupil, the district receives local support-

from both the residence and the place of work,

7. The differential eligibility requirement between large anti small

districts based on ADA for FY 1039 should be eliminated, as there

is no indication that the large districts are better able to bear

the federal burden than are small distr.°icts, In addition, there

is little equity in the present system by which many large dis-

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

rule,

The eligibility requirement should be converted into an obs-rp-

tion requiremen in 'terms of local share of expenses; i,e., fed-

eral entitlements should only be for the cniculnted burden in

excess of some percent of a district's local share of expo

A poc, lure for calculating the federal payment that will just meet

the local burden by use of property records and a household survey is

demonstrated in the case study of Salina, Kansas (see Volume [IL Pro-

cedures for determining the proper entitlement by use of sampling are

described in Appendix A,



The present procedure is inequitable, in that it requires c

tricts with a 2.9% federal ADA to absorb these costs, whereas
districts with 3% receive full payment;* this discontinuity in
absorption should be eliminated by making nil districts absorb
a given percent of federal burden. This report does not neces-
sarily suggest that an absorption rate as high as 3% is most
desirable. In fact, a 3% absorption would substantially reduce
entitlements for a large proportion of presently entitled dis-
tricts.

In order to remove the present bias toward underpayment of
P.L. 815 funds to large districts, and districts with continuous,
but slow or erratic annual increases in federal entitlement, it
is suggested that further investigation be made as to the possi-
bility of including in the establishment of eligibility require-
ments the increases in federally connected pupils during the
year(s) prior to the year of application, (perhaps permitting
such averaging 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 prior years to be included would exclude those cov-
ered by that application. Thus , the sum of the augmentation in
federal students during the two-year increase 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 facilities per pupil under F.L. 815 should

at least reflect difference in costs of constructing different
types of facilitios--elemen ary, junior high, and high schools,
They may also be differentiated between now building and addi-
tions. This will eliminate windfalls for construction of elemen-
tary schools and penalties for construction 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 these have been the
subject of proposed amendments and are referred to in Appendix B.
It is suggested that the Director of the SAFA Division be con-
sulted as to possible improvements, with special attention to
those that can be accomplished without materially affecting the
pui)oses ol the laws.

Note that for eligibility a pupil entitled under Section 3(b) is cou
the same as a pupil under Section 3 (a)
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Chapter 3

DESCRIPTION OF ENTITLED DISTRICTS, OBLIGATION OF THE

FEDERAL GOVERNMENT TO FEDERALLY AFFECTED AREAS , AND

CRITERIA TO EVALUATE PAYMENTS UNDER P.L, g74

I)escriptioia of Entitled Districts

The Distribution of Entitlemen under P.L. 874

As noted in the introduction, entitlements under P.L. 874 have in-

creased from $45 mil lion in 1.952, the second year of operation,

$283 million in 19G4,* an annual rate of increase of 16-1/2%. The nuin

of eligible applicants has increased more than threactd in thirteen

years of operation, from less than 1,,200 to 4 l7G applicant districts.

For many districts and some states, entitlements provide a large

portion of the funds available for public education. In 1960, about

5% of entitled districts had entitlements that rep resented one-fourth or

more their current expenses of education. Several districts receive

very large sums of money. Juneau Alaska, Fairfax County, Virginia, and

San Diego, California; are examples of largo districts each receiving

entitlemen t- 01 several million dollars a year, which represent a sizable

portion of their current expenses of education_ However, most heavily

entitled districts tend to be small, and r.ost or Lilo entitlements go to

districts not heavily d-pendent upon entitlements as a source of funds.

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 none than 3% of the current expenses of

education. For six statesAlaska, Hawaii, New Mexico, Nevada South

Dakota, and Virginiaentitlements are more than 5% of current expenses.

In the continental United States the Southeast, Southwest, Mountain and

Pacific Regions are the most dependent upon entitlements, as represented

by their share of current expenses, while the North, Atlantic and Great

Lakes Regions are least dependent.

Proliminal) estimat by the Office Education.
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Table 1

NET ENTITLEMENT AND CURRENT EXPENSES OF EDUCATION

BY REGION AND STATE

FY 1964

(Thousands of Dollars)

Region and Stat

Total U.S.

Legion 1 New England

Connecticut

Maine

Massachusetts

New Hampshire

Rhode Island

Vermont

Region total

Region as percent

of total U.S.

e ion 2 - North Atlanti

Delaware

Washington, D.C.

Maryland

New Jersey

New York

Pennsylvania

Region total

Region as percent

of total U.S.

Net

Entitlement

P.L. 874

Total

Current

Expenses

$283,775 $16,896,948

2,472 275,000

2,597 75,600

8,266 434,000

1,643 48,027

2,456 68,000

61 _30,170

$ 17, 495 930,797

6.160 5.01 %

338 46,000

05,000

12,659 316,200

7,000 634,000

7,499 1,982,000

6;221 963,800

$ 34,217 $ 4,007,000

12.06% 23.71%
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Table 1 (continued)

Region and State

Net

Entitlement

P.L. 87d

Total

Current

Expenses

Rogion 3 - Groat Lakes

Illinois 5,188 900,000

Indiana 1,680 456,740

Michigan 2,70G 770,000

Ohio 7,225 898,000

Wisconsin 841 351 900
I

Region total $ 17,940 $ 3,376,640

Region as percent

of total U.S. 6,325 19.98%

Region 4 - Midmost

Iowa $ 1,129 : 262,000

Kansas 6,404 206,000

Minnesota 1;5:35 365,000
Missouri 3,512 330,000

Nebraska 9 777-, 110,000

North Dakota 1,734 55,855

South Dakota 3,_879 62,960

Region total $ 21,000 $ 1,391,815

Region as percent

of total U.S. 7.40% 8.24%
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Table 1 (continued)

Region and State

Net

Entitlement

P,L. 874

Total

Current

Expenses

Region - Sou

Alabama

Arkansas

Florida

Georgia

Kentucky

Louisiana

5,762

1,867

8,902

7,124

1,535

1,185

214,000
119,106

419,256

281,886

182,000

286,000

Mississippi 1,602 125,200

North Carolina 3,515 344,570

South Carolina 4,356 154,000

Tennessee 3,237 234,000

Virginia 20,246 303,800

West Virginia 180_ 123,810

Region total $ 59,491 $ 2,787,634

Region as percent

of total U.S. 20.96% 16.50%

Region 6 Southwest

Arizona 6,045 152,000
Now Mexico 6,302 106,350
Oklahoma 8,744 186,000
Texas 6 506 825 360

Region total $ 37,597 $ 1, 710

Region as percent

of total U.S, 13 25% 7.51%
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Table 1 'Included)

Regis n and State

Nut

Entitlemont

P.L. 874

Total

CUrVela

Expenses

Region .7 - MounLL

Colorado 8,551 ._:' 197,515

Idaho 2,196 51,300

Montana 2,777 73,500

Utah 3,331 100,900

Wyoming 1,273 41,700

Re ion total $ 15,1"28 446,955

Region as percent

of total U.S. 6.39% 2.7 -%

Region 8 Pacific

California 49,362 . 1,987,500

Nevada 1,905 39,700

Oregon 1,531 213,387

Washington 9,646 335, -000

Region total $ 62,444 $ 2,575,587

Region a s p ercent

of total U.S, .00% 15.24%

Region 9 Non-Continenial

Alaska 9,530 32,500

Hawaii 5,778 58,350

Region total $ 15,308 90,850

Region as percent

of total U.S, 5.39% .54%

Sources: U.S. Dept. of Health, Eduention,and Welfare, Office of

Education, Administration of Public Laws 871 & 815,

Fourteenth Annual Report of the Commissioner of Education,

June 30, 1964, Table 1, pp. 28-99; and Ibid., Digest of

Educational Statistics, 1961 Edition, Table 1, p, 61.
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The Pacific Region has the largest share of entitlemen (2 ),

attributable to the overwhelming position occupied by California; dis-
tricts in California received entitlements in 19(31 totaling $49 million,

more than twice that received by districts in Virginia, the next largest
recipient state. Regions 1, 5, 6, 7, 8, and 9, with 71% of total en-
titlements each had a larger share of entitlements than of education ex-
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 district in 1960 in the form of
a cumulative distribution, with school districts ranked in the descending
sequence of the amount of entitlement, is shown in Table 2.* Fifty per-
ent ui the districts with the largest entitlements received 95% of the

entitlements and accounted for over 88% of the current expenditures on
education of entitled districts. More revealing of the skewness in the

distribution of entitlements is the fact that the 470 of districts with
largest entitlements accounted for f the total entitlements. These

.rits accounted for a much lower proportion of expenditures on edu-
cation, i.e., about one-third, indicating that the districts with the
largest amounts of entitlement tend to be the smaller districts. On the

average, entitlements account for 8% of current expenses for the 4% of
rits with most of the entitlements. Thus, these districts which

receive the most money are not on the average, heavily dependent .upon
entitlements as a source OF income.

Thu entitled districts, ikud by each district's entitlement as a
percent of its current expenditures on education are shown in Table 3.
Thu district at the 50% point in the cumulative number of districts,
i.e,, the median district, has entitlement equal to 3,46% of current ex-
penses. The mean percentage for all entitled districts is 5,01% (the
last point in cumulative distribution for this value). Sixty-three pere
of districts have entitlements aSa percent of current expenses below the

Thu left-hand column is the cumulative percent of number of school
districts. Subsequent columns are the cumulative percentages for
various measures. AL point in the distribution, the measure to
that- point is the sum of values to that point divided by the national
total for that measure. The last column is the cumulative ratio of
entitlement to total current expenditures, The total values are shown
at the bottom of each column, thus the absolute values for any point
ean be calculated by applying the percentages in the distribut ion to
the total values.
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moan value, aguiri indicating the skewneSs of Lho distribution. Tho '37%

of the districts with porcontagus above the mean V2Itle accounted for 68%

(11- onfillemoiltS, hut slily 21 ;;? of current expenses of education, Indicat-

inv; that, the districts heavily ontitled in terms of percent n1 costs met

by entitlement tend very much In he the smallor districts. These morc

hoavily entitled diStricts generally have lowyr ctivrent oNinniScS or edu-

cation por ADA, as shown in Table I. Most districts receiving entitle-

monis have only a small proportion III theLr costs mut i ontLLIumimL;

Tahlo shows that 72 el entitled distriets have entitlements Is than

105. ol current expenses. Tho$(' districts receive, however, G(15 of total

enLitHmOILN On the it tic! hand, districts with entitlymont moro thun

I1) 7,. or cost have iiii the average lAY6 (Ii AI.t\ entitled,

Comparison of Financial and Socioeconomic Charactoriti,',,, ol School

DitricLS

Financial dafa on 5,D00 school districts in Lhp United States, rop-

resonting all fifty i-l_nfos, aro available hir tilL year 1959-60. Socio-

,.roaumic dak, (In j :=11)sample III 1,100 of tliici-n ili.sl ilil s arc ;An(' avail-

able; School district in tho sample wero classified as it whether they

received net entitlements under P.L. 871 in that Vcar, and the financint

and :---,Nciuomaumic charocterisfics of distrias receiving clifiilcmi=ni wire

ciimpowd wi th thnsp or districts not, to,,ivin enittlements, The com-

parisons were made by calculatAng the unwetghted moans or tin vnities tor

oach district on a national and regional basis. Thu mean of ouch charac-

teristic for the elittilud districts was subtracted from the mean ul each

charactyristic for the nonentilled districts; the rosults are shown in

Table A. The dilforonce in muans was divided by thy moans ol the entitled

districts, tu determine the relative importance or thy difference a

percent ol the absolute villue. Those results arc shown in Table 5.4

How the entitled disrvicts Lmoparo with nonentitled districts

-,,timmart/.od below:

1. Chrrent expenses of education are somewhat lower

. Instruction ros is aS a purconf of current expenses are slightly

higher

Sup Appendix (4 fur discussion of sources iii data and method III calco

lalinn, The estimated valuos of the means tiro also shown in this

appendix.
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3. Trinsportal

what lower

(n OS a percent or current expenses are 1-ome-

4. Ratio ol elementary to total ADA is slightly lower

5, Pepil/teacher ratios are somewhat higher

6. Local and itermediate revenues per ADA are considerably lower

7. State and federal revenues per ADA arc considerably higher

Local and intermediate revenues as a percent of total revenues
are considerably lower

9, Percent of children in nonpublic schools is considerably lower

10. Median year of eduen i is somewhat higher
-

11. Percent tn white collar occupations is somewhat higher

12. Percent of families with incomes over 810,000 is somewhat lower

13. Perceol of population under lb years is slightly higher

14. Percent of population moved into district in last five years is
considerably higher

15. Salary of beginning teachers is slightly lower.

Entitled districts spend less on education than do nonentltled dis-
tricts. The lower amount of spending is reflected in higher pupil/Leacher
Vatic) at both the elementary and high school levels. Contrary to opinion
often expressod, entitled districts have slightly lower proportions of
pupils in the elementary grades, which are the less expensive grades,
The strongest distinction between entitled and nonentitled districts is
the considerably lower local revenue per pupil, partiy balanced by the
higher state. and federal funds per pupil. Clearly, nonentitled districts
make a considerably larger local effort.

On the whole, entitled districts do not appear to be either richer
or poorer than notion titled districts, though they do appear to have less
stable populations, with considerably higher proportions of recent mi-
grants in the population.
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Most of the regions echo the character differences found at the na-

tional level, although somo distinctions emerge. New England (Region I)

is the only region in which neocutitted districts have significantly

higher median family incomes, yet this region and Region 5 are the only

regions that do not show nonentitled districts spending more per nun ii

than do entitled districts_ In Region 3 (the Southeast), this is con-

sistent with the fact that it is the only region in which the entitled

distric I - display higher mudian family incomes than do nonentiLled dis-

tricts. In the South, the entitled districts also have higher levels

of adult education achievement, higher percent of pupils in nonpublic

schools; oonsiderably higher percent ((I white collar workers, and lower

percent (it nonwhites.

The Sontheast Is the only region that does not show entlt_lcd dts-

triets with lower local and higher state and federal funds per pupil.

Three other 1egions--1, 2, and 7however, do not_ show entitled districts

with significantly more state and federal funds, although they do show

entitled districts with lower local funds. Other comparisons can he made

by reference to the tables

The Oblif,ation of the Federal Government to Altuched School Districts

The nature of the obligation of the federal government to support

local educational agencies (school districts) in providing free public

education to children whose parents work or live on federal property Is

set, forth in Section 3 o f P,L, 874, and will be discussed below.

The basic intent of Section 3 of P.L. 871 is to assure that children

living on federal property will receive education in the local public

schools comparable to that received by nonfedorally connected local chil-

dren, without imposing a special burden on the local school district.

The definition of "burden" cohsltent With the staled purpose of 1
1 874

.

and 815 is the costs of education incurred fer,federally connected pupils

not met by normally available local and state revenues. The rationale

for federal aid is as follows school districts raise local funds for

school purposes primarily from taxes on business and residential prop-

erty. IL is thus the work places and residences of families that pro-

vide the local financial resources to support expenditures on education.

If the federal government sends children to the local schools without

also providing the tux base for educational finance, it is creating a

burden upon the affected school districts,

There are two prineiples of obligation that could be used to justify

federal payment to local school districts. First, the federal government



should provide the school districts with funds equal to the amount they

would have received if the federal government had been a private tax-

paying enterprise; second, the red6ral government should cemPensule the

local educational agency 1u costs of education incurred for fed-
eral ly connected children, not covered by other local sources associated
with the children and their families. The two principles will result in

the same payment only under restrictive assumptions7 (1) the private

enterprise for which the federal facility apparently sub$Lttutes must

contribute the same revenues per pupil as the average of the existing

local enterprises; (2) the marginal cost 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 affected school district.

Federally connected pupils are divide( into two categories, The

first category is the pupll who both lives on federal property and whose

parent works on federal property, Payment for this pupil tsyrovided

[or in Section 3(a) of the law, and he is henceforth referred to as a

"j(a) pupil. The second category is the pupil who either lives on fed-

eral property, or has a parent who works on federal property. Payment

for this pupil is provided for in Suction 3(b) of the law, and is made

at a rate one-half that for a 3(a) pupil, If the pupil lives on federal

property he iv henceforth referred to as a "3(b)1 pupil"; and if his

parent works on federal property, lie is referred to as a "3(b)2 pupil.

If it is the intent of P.L. 874 to compensate for the lack of prop-

erty tax base in the school district, a reasonably clear case can be made
for pupils entitled under Subsection 3(a), since neither the place of

work nor the place of residence creates any taxable property. Thus, the

facility provides no direct contribution to either residential or commer-
cial property values.

In the case of 3(b)1 pupils (those whose parents live on federal
property , but do not work on federal property) , it is the contribution

of residential property taxes by the employees that is lacking, /1; is

possible that a fairly reliable estimate of ilia foregone tax revenues

can be obtained in these cases by estimating the value of the federal

housing, or by estimating the value of private residential property which

the federal families would be likely to occupy.

In the case of 3(b)2 pupils (those whose parents work on federal

property, but do not live on federal property) , the contribution of the

business property tax provided by the employees work place is lacking.

BOWOVOr, there is seldom a basis for estimating the amount of this loss.

The federal facility is often of a kind that has no private counterpart,

such as an air base, or one for which there may be a technical counter-

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

12



normative approach might be taken in at empting to place a value on the

federal property, such as computing the value of the industrial property

pur capita in the arca; but this is an arbitrary procedure, difficult to

quantify and difficult to justify. It has merit only in those cases where

the federal facility clearly substitutes for a private facility, bemuse

of the scarcity of equivalent industrial property. Professor Da Le sug-

ests that the oplioi rtunity cost of the land could be used as the measure

of value. The opportunity cost is the value of the land in it5 best

altornati .usc. Thus, the alternative use an airport may be as

farmland, 11 there is insufficient demand for industrial or commercial

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

alternative use is extremely difficult. It may also be postu Led that

such use will often bring little revenue in rural areas or elsewhere,

except, where land is scarce,

In 1:: the value of the federal property does not enter into the

determination of payments under P.L. 871, which appears to represent an

uncomfortable marriage between the cost burden and in-lieu-of-tax prin-
ciples. The need for aid arises because of the cost burden imposed upon

school districts, where there arc no federal pupils, there is no aid re-

gardless of the value of federal property. In addition, the rate at

which payments will be made for federally connected pupils under Sec-

tion 3(a) is based on the cost of education and thus the burden incurred.

However, the justification for giving federal funds is made in terms of

the in-lieu-of-Lax principle. In many instances_ there are conflicts that

arise in attempting La justify payments under certain conditions. These

conflicts generally reflect the divergence be 'en the answer obtained

by applying the burden principle and the in-lieu-of-tax principle. Art

important example of such a conflict arises in tho case of a 3(b) pupil

whose parrot commutes to a federal property outside the district of resi-

dence in this case, a burden may exist because of thu inabi] i ty of

residential property to support the .schools, whereas the justification

for payment under a strict interpretation of the in-lien-of-tax'principle

does not exist, It is argued that the district would receive no revenue

from the place of work in this case, even if the property had been tax-

paying, and thus there is no obligation on the federal government to
support the school district which contains the taxpaying resi'dence To

resolve this conflict, "a consensus as to which policy attitude the fed-

eral government should adopt must, according to Professor Davie, be
+

reached.'

Davie, cep. eiL., p. 9.

Ibid. , P. 16.
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A major objection to the ln-lieu-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-
trial properties of the burden of supporting the schools attended by the
offspring of their employees.* The creation of the "City of Industry"
in Southern California (and elsewhere) exemplifies this approach. The
state governments in their equalization programs partly compensate for
the inequitable and rather arbitrary distribution of business property
among school districts.

It can hardly he claimed that the federal government should be a
'C itto the City of Industry" concept. It is certainly true that the

school district containing the pupils' residences bears the burden of

financing education, whether or not the parents' place of work is in that
district. 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
area, and perhaps in a large number of school districts. There is no
justification for saying that the one district that. happens to have the
air base within its boundaries should receive all the federal funds for

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

P.L. 874 operates to distribute funds among school districts that
claim entitlement on a single large piece of federal-property, as if the
property were split among these districts in the same proportion as are
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 pupils from the prop-
erty 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
district_ This mny net be a correct assumption in terms of political
reality, but it is Correct in terms of economic logic.

The Tinker Air Force Base is an often-cited example
, in which 101

school districts claim entitlement for children living within their
boundaries. The base, of course, is within only one district. P. L. 874

would certainly not serve to relieve the burden of federal impact if

all of the money were given to that one district, leaving the other 103
districts to support the federally connected children totally on local
and state resources. The following table prepared by the Office of Edu-
cation provides other examples of large military facilities claimed by a
large number of school districts for entitlement. (See Table 6.)

* 4. Burkbead, State and Local Taxes for Public Educatiel

Lniverstty Press, 1963, pp. 44-45.
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Table 6

REPRESENTATIVE MAJOR MILITARY BASES

WIT!! NUMBER OF SCHOOL DISTRICTS MAIMING ENTITLEMENT

FY 1958

Installations

No. of

School

Districts

McClellan Air Force Base, North Sacramento, California

Presidio of San Francisco, California

Mather Air Force Base, Sacramento, California

81

7

Naval Base, Harbor Drive, San Diego, California 129

Air Force Academy, Colorado 26

White Sande Missile Range, New Mexico 10

Fort Sill, Lawton, Oklahoma 55

Tinker Air Force Base, Midwest City, Oklahoma 104

Fort McClellan, Anniston, Alabama

Fort Chaffee, Fort Smith, Arkansas 21

Fort Donning, Georgia 49

Scott Air Force Base, Belleville, Illinois 24

Air Force Plant #2 (8.0.11.G.M.C.)- Kansas City, Kansas 58

Fort Knox, Kentucky 96

Naval Base, Kittery, Maine 55

Boston Army Base, Massachusetts 63

Naval Industrial Reserve Aircraft Plant, Kansas City, Mo. 77

Fort Monmouth Main Post, Red Bank. New Jersey 39

New York Naval Shipyard, Brooklyn, New York 65

Naval Industrial Reserve Aircraft Plant Columbus, Ohio 54

Olmsted Air Force Base, Middletown- Pennsylvania 62

Naval Base, Newport, Rhode Island 34

Air Force Plant #4, Fort Worth, Texas 75

Fort Hood, Killeen, Texas 53

Naval Industrial Reserve Aircraft Plant, Dallas, Texas 66

Air Force Plant #17 (Boeing Plant #2), Seattle, Washington 47

Puget Sound Naval Shipyard, Bremerton, Washington 49

Total School Distric 1,508

Total Bases 27

Sou U. S. Dept. of Health, Education, and Welfare, Office of

Education, May 12, 1959;
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The above discussion would indicate Oa t any aLtympt to devise an

aid formula on an in-lieu-of-tax basis would result in an inordinate in-

crease in the complexity or the Jaw, and at the same time introduce fea-

tures that will distort the distribution of funds and decrease the equity

of the distribution.

P.L. 874, in fact, rcoogniz,..,s the logitimacy of the second concept

of obligation; i.e,, to provide funds equal to the local contribution for

education, less rho amount that the local agency could expect to derive

directly through taxes from the federally connected family. Under this

principle, the federal government considers that its obligation is to

create what wo will term "intradlstrict equal' -7ation"; that is, the pay -

Mont of funds sufficient to make rata revenues availanie for each federal

pupil equal lo the revenues available for each nonfederal pupil. (This

concept will be defined more fully in later sections.)

Providing lcss funds for 3(b) that for 3(a) papils is fully consis-

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

Considering a 3(b) pupil as one-half a 3(a) pupil assumes that the place

of residence and the place of work each ontLribute half Lilo local reve-
nues. This assumption has been highly criticized, since it is

that the place of residence contributes more than half the total assessed

value of a local district.* (See Chapter 4 for discussion on 3(b) pupils.)

A question may be raised as to whether the obligation of the federal

government is permanent or jumporary: Does the local agency recover

I rom the iii-errocts of "impact," or does the impact remain a burden?

It will be shown that the federal obligation for pupils whose parents

work or live on federal property is a permanent obligation because there

is a permanent reduction in the Lax base per pupil when that base is

mostly property taxes. The various case and statistical studies con-

ducted for this report dcmonstrate that there is a permanent reduction

in the local ability to finance education. Thus, if federal payments

were terminated and the federal installation remains, the impacted com-

munity will permanently suffer from having a lower tax base than neigh-

boring or "compal'able" communities which do not have federal connection.

It is explicitly stated that the federal id,ligation is confined to

the local educational agency,

Labovitz, op. ciL. p. f59.



There is no compensation for any loss in state revenues

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

leling the state shnvo in the cost of educating children who

reside on or whose parents ace employed on federal property is

that the tax-exempt status of the property in question does not

normally operate to reduce to any appreciable extent state reve-

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

mal contribution with respect to such children. Through sales,

gasoline, income, and other forms of taxation, state governments

ape realizing or could realize substantially as much revenue

from the parents of these children as they realizo in the case

of anyone else in the state.*

This assumption may not be completely valid, since sOMe state taxes

ai'i' not paid by military personnel who purchase in military commissaries,

and a certain portion ol state inQoMe lax is not paid by persons retain-

ing out-of-state residences while residing in the affected community.

The extent to which these _factors actually serve LO rod ace state revenues

is unknown and was not explored in this study, We accept the premise of

the law that, state revenues are not reduced by the fact of federal im-

pact, and that the entire burden falls on the property Lax base of local

governments.

Criteria L(. Evaluate Federal Payment Under P.L. 874

Federal Payment and Intradistrict Equalization

In the house Committee report accompanying El. l. 7940, it was stated

that it is the Intent of the law for payment per federally connected

child to lie at a rate equal in the current expenditures poi' child made

from revenues from 10eal,OUrces in .;elleol districtS in the state which

are comparable Lo the school district of 'the educational agency whose

payments are being computed.. Thus, the local contribution rate is to

be based not on the lo(:al revenues of the recipient district but, on those

of some group of comparable districts, The intont is to pay a district

on the basis of a rate that would exist if there were no federal pupils.

The report recognized that the local revenues available per child in the

federally connected district are affected by the presence of the federal
children, thus it would not be reasonable to considor merely current

expenditures met, from local revenues of the district in question,

* house of Representatives, op, cit., p, 13, .

Ibid., p, 12.

p 14.
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The selection of "most nearly comparable" districts has proven to

be an almost impossible task (see Chapter d). In determining which dis-
tricts are comparable, factors to be considered arc: classification under

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

efforts (rates) , costs of school maintenance and operation, etc. Part of
the problem is that some of those variables, especially tax resources,

are affected by the federal activity. The expec1otipp implicit in the

law is that all the districts would be comparable to the affected district

either in the absence of federal impact, or if federal payment was fully

successful in compensating for the absence of local tax. revenues.

For a district with a-viable, independent, nonfederal sector that

comprises the majority of the district's population and work force, the

most comparable district is itself, with the federal impact removed. For.

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

is not meaningful. Forpredominantly federal districts, the delineation
of a comparable district is theoretically very difficult. Another dis--

trict with the same local contribution rate (LCR), 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 historically dominated

by the presence of the U.S. Navy's Mare Island Shipyard. Because of this

domination, the district tends to have much lower assessed values per

pupil and lower levels of local contribution than do nonfederal areas with

similar -family income levels. Thus the proper LCR to meet the burden of

federal connection in Vallejo would be at a higher rate than the local

share of expenses actually incurred in Vallejo

Fortunately for our analysis, a typical entitled district generally

contains a federal sector that is less than half of the district's total

economy. Seventy-two percent of entitled districts had entitlements in

1959-60 that comprised less than 10% of their current expenses of educa-

tion; these districts received 60% of total net entitlements. For these

districts, the proper payment to relieve the federal burden is that which,

when added to local and normal state revenues available for federally

connected pupils, results in the same total revenues per pupil for both

federally connected and nonfederal pupils. For more heavily entitled

districts this measure may miss much of the dynamic and more pervasive

effects of federal connection. Such a payment is termed, for this analy-

sis, the "intradistrict equalization payment"; i.e., the payment that

equalizes revenues tot federal and nonfederal pupils within a district.

The federal government's obligation for relieving the btrden on

local districts is expressed entirely in terms of local reverae sources.



It is believed that the state government, will not. distinguish between

federal and nonfederal pupils and that state sources of revenue are not

adversely affected by federal activity. Thus, the intradistrict equal-

izing formula is expressed entirely in terms of local revenue sources.

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

simply stated by the following equation:

(1) Fe /N1 = L1 L f /Nf,

where Fe = federal payment for intadistrict equalization

- local share of current expenses paid by property taxes

of federally connected families (including in-lieu-of-tax

payments)

Ln = local share of current expenses paid by other proper

taxes

Nn = ADA of nonfederal pupils

= ADA of federal pupils

Local revenues from federal pupils (Lf) will be zero for pupils

under Section 3(a), since there will be no property taxes derived from

residences or places of work. Suction 3(b) pupils will have some local

property taxes attributed to them. For 3(b)2 pupils - -those whose parents

work on federal property, but do not live on federal property--the value

of their residential taxes will be included in LT, 3(b)1 pUpils who

live on federal property, but whose parents de not 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 necessary.

equation ( ) may be alternatively stated as follows:

_e 14) Nf = LI :0

That is equality between federal and non (-Aural pupils is achieved when

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



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

(la) Fe Nf

Fo 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, Fo does

represent the burden of federal connection on the local district, and it

is the elimination of this burden that is the major expressed purpose of
the law.

-lusion of Indirect and Induced Revenues i om Lf

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

federal pupils (Lf) are used to calculate intradfstrict equalization.

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

federal activity generates economic clang _ the area that affects both
the costs and revenues of a local school district.

The fedeal activity creates impaets,on a local area in three ways:

(1) direct impact, equal to the employment and payrolls of the facility;

(2) indirect impact, equal to the local employment and income generated

by sales of local busincsseS to the facility; and (3) induced impact,

equal to the: local employment and income resulting from the consumption

purchases of the facility employees (and others which, however, are suf-

ficiently small to be ignored), All these economic 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 school finances is the balance between in-

creases in property values and increases in school enrollments. As shown

by Werner Hirsch, it is not at all certain that the balance will, be
*

favorable.

How these various impacts relate to school _finance is ically
shown in Pin

To be theoretically correct, Lf should include all the revenue

changes .directly and indirectly associaLod wth the federal activity.

W. Hi- ch, "Fiscal Impact of Industrialization on Local F.lchools,

= _Review of Heonomics and Statistics, May 1964.



FIGURE I

IMPACT OF FEDERAL FACILITY ON SCHOOL DISTRICT REVENUES
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Correspondingly, the federally induced enrollment should include both
direct and indirect enrollment. Thus, the full equation corresponding
to equation (1) would be as follows:

Fe
Ln

(Lf
Nn

where the subscript X represents direct federal connection and the sub-
scrip i represents induced federal connection.

The determination of this equation is extremely. complex, requiring

full economic multiplier analysis, as well as careful delineation of all
property classes. We believe, however, that the result of such an inves-

-ion would not be worth the effort, As with any activity, the induced
activity creates additional school pupils, as well as additional assessed
values, and there is no reason to expect that the ratio of assessed values
to pupils will be different for the- induced activities than for the other
nonfederal activities in the area, Thus, equations (la) and (2) will
lead to essentially the same value of

This can he shown by rewri ing equation (2) as follows:

N_L11NfLn

N.

Let

L Ln

then

NfLn

N11

01'

Nn

L11

L
1

Nn

Li ` L

which is idontle 1 to oquati 1 (la

Li

Thus, if local revenues per pupil
tor the pupils indirectly associated with the federal activity are the
same as local revenues per pupil for non-federally connected pupils, then

the equalizing value of federal i ayment is not e.vnged by including the

indirectly connected pupils with the non-federally connected pupils. In

other words, the stimulus to economic growth in an area that. may be



associated with a federal activity does not necessarily result, in a
*favorable fiscal balance for the local school district.

The p_,,sumption that the local revenues per pupil for pupils indi-
rectly connected with federal impaction are the same as for nonfederal l
connected pupils is reasonable for mast communities, since the indirectly
connected pupils will be members of families employed in Service typos of
industry, such as retail trade, personal services, financial services,
local manufacturing (bakeries, machine shoPS), repair services, and local
transportation, which constitute the bulk of employment for both those
serving and those not serving the federal installation and its employees,

Only if there are substantial dynamic impacts, in which the federal
facility generates a process of growth that becomes essentially uncon-
nected with the federal activity, can we expect local revenue sources pcv
pupil to rise. This will occur only if the growth process is accompanied

hr rising assessed values poi- acre and per pupil. Except in areas with
relatively scarce land, much of the growth will take place by an expan-
sion in land occupied for urban purposes, with modest increases in values
poi' unit, Thus, only a small part of economic growth will be transformed
iii to increased property values per parcel and puv pupil.

The case study of Brevard County, Florida. gives evidence that eco-
nomic growth clues not necessarily provide an increased property fax bare
por pupil. Drevard County contains the Cape Kennedy Missile installations
and is one ol tiro Lastest growing areas in :,no nation, yet between 1958

cold 1964, assessed value increased 1905, while public school enrollment
increased 280, resulting in a decline in assessed value per pupli. (See
volume II.)

rurther evidence that increases in assessed value are not necessarily
accompanied by -increases in assessed value pev pupil d-s provided by Table 7
on assessed value trends in certain stales, As the table shows, substan-
tial incroases in total assessed value are accompanied by negligible in-
creases in assessed value per pupil in all states except California, but

+' In a stud.), by SRI for NASA, it was found that unless a dynamic and es-
sentially unrelated growth is generated in the area, the indirect and
induced effects will bo relatively small for most areas. This is lrue
because, in most areas, the purchase requirements of the facility and
its employees are met primarily by imports from other areas, resulting
in only a small portion of the expenditures creating income in the
local arca. In a small metropolitan area the total income will only
be 20 or 30% higher than the income dlrecT-ly generated by the federal
facility.
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Table 7.

PERCENTAGE CHANGE IN ASSESSED VALUE IN SELECTED STATES

1959 =1963

% Change

in Total

Assessed Value

% Change in

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

Wisconsin 19.1 -2.9
Pennsylvania 11.0 1.1

Missouri 11.9 0.1

Source: Sources of Revenue for the Public Schools of

the Great Cities, 1964 Research Council

the Great Cities Programs for School Improve-

ment (mimeo) , Chicago.

even in California , the fiveear increase in assessed value per

was considerably less than the 23% increase in current expenses per pupil
in the period,*

pecial Crnsiderattons in the LumputaLion of y

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 existing in the area. IL is

unreasonable to expect the federal government to project what the area
would in fact be like if there were no federal impaction, or_ to project

U . S . average t urren t expenditure per ADA, K- , increased frc _ $300.50
in 1958-59 to $433 in 1962-63, Estimates of Scheel Stntiotiri, 1964-
65, National Education Associa Washington, D.C., O. 18.
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what the area's LuLure would hold withoUt the federal impaction. Rather,

it is satisfactory if the federal g:-.)vernment can make a payment that re-

sults in the federal connection's not distorting the resource-cost balance

in the community as currently developed. It is entirely possible that

without federal impaction the community would be very different but it

would require a considerable research project for each district to dis-

cover what might have been.

If a community were entirely self-contained, and had only residen-

tial and business property, with all residents working at the local busi-

ness enterprises, the problem of determining the propel' allocation of

local resources between federal and nonfederal pupils would involve only

the determination of federal .contribution directly made by the federally

connected family as a resident. For most districts, however, two compli-

cations necessitate separate consideration: (1) the existence of farms

and undeveloped land within the school district boundaries; and (2) the

problem of commuting into and oiit of the district for work.

Tlie Handling of undevelop6d land must be somewhat arbitrary, although

it is clearly inappropriate to allocate all the value of undevelop,H land

Lo nonfederal pupils, for this would involve double counting; i.e. the

local district would be receiving the values from the undeveloped lands

and be paid again for them by the federal government. An alternative is
suggested) by the intent of the Fe calculation. Since a'new nonfederal

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

revenues from undeveloped' land to the same extent as would a federl
pupil , the revenues froM these lands may be excluded from the calcula-

tion, or allocated on an ADA basis. In either procedure, the value of
undeveloped land will not influence the calculation of

.Fe .

Farmlands are a combination of places of business, residences,
undeveloped lands. Rather than attempt a complex allocation, these,
are eliminated from consideration.

too,

Comma ing Is a problem only if there is either Oct in- or out-
commuting.: if the commuting is balanced, then the effect on school reve-

nues and cost are the same as if there were no commuting. In this ease,

Fu n_ ca be calculated without regard to commuting. If there is net out-

commuting, then disregarding commuting in the computation of loo says that

we adopt the existing pattern of commuting for local residents. Iii this

case, the federal govipnment is relieved of the obligation of payment for
businesses to which the nonfederal employees commute. If 50% of local

residents commute out on a net basis, then the feder obligation with

regard Le compuLa ion of Fe for 3(b)2 pupils is reduced by 50% of normal

business values. On the other hand, accepting the existing ratio of



residences and businesses in the community for determining federal pay-

ment has the effect of a.iso accepting the proportions of in-commut ng.

If projection were our goal, this assumption means that we predict 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 a common
basis for payment.

As noted above, property taxes on undeveloped land and on farmlands
should be apportioned on an ADA basis, or completely discounted, in com-
puting LCR (local contribution rate) for federal payment. There appear
to be other local revenues that arc taken into account for payment under
P.L. 874, not justified by the original intent of the law. These are
local revenues derived from sources other than property taxes. The re-
port from the ComMitteo* contained the following:

Section 3 covers the situation in which the Federal Government,

by owning Lax-exempt property 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
while withholding from the district the opportunity to meet this
burden by taxing the real property on which the children live or
on which the parents are employed.

Thus it was not intended that Section s. of P.L. 87d be used to com-
pensate for lost revenues other than those derived from property taxes.

Further, the argument that the presence of federal employees deprives
the local educational agency of revenues from such items as sales taxes ,
licenses, sales of property, or other sources of income is much weaker
than the argument related to property taxes. This is especially true
of the. 3(b) pupil, living in the community, making purchases in the com-
muni etc. It is true that cite community may derive less of such reve-
nues if there is a military commissary from which-Military personnel pu-
chase much of their consumer goods, thereby depriving local business of
income and local government of solos tax revenues, but the extent of this
deprivation is unknown and could only be computed through detailed surveys.

An additional argument against including nonp(perty tax revenues in
the computat on of-LCR is that much of this revenue is income-related, and

house of Representatives, op, eir-, p. 7.
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thus partly dependent upon income multiplied'. It is tltercfore nos-

Bible that for these sources the federal employees do contr bate m

the area than their direct contribution.

The above discussion indicates that it is reasonable to eliminate

nonproporty tax revenues from the LOR, On the other hand, compensatory

payments to the state governments4or property taxes might well be just

fled in terms of th6 original intent the law,

On the average, indep endent school districts derive 8 of their

revenues from the property tax. Most of the remainder derives from odu

rational services, mostly school lunch sales (55, of the remainder).*

tuitions, and sales of property. 'fable 8 shows the percent of revenues

derived Vrom the property Lax for local support of schools by

Only in 14 states do nonproperLy tax revenues constitute more than 10%

of total local revenue. In these states, local districts are receiving

some bonus. Thus in computing Fo, nonproperty revenues are eliminated.

connected pupil is defined, for payment under Section 3,

P.L. 874, as one who lives with a parent on federal property, or who lives

with a parent who works on federal property. Where the parent who works

on federal property 'is a secondary wage earner and the primary wage earner

works on nohledvral property, there is no justification for payment,'

Such a Ictmi1y is contributing to the tax base both from the place of resi-

dence and the place of work, and is adding no burden to the community,

Thus, in calculating Fe, entitlement based upon a secondary wage earner

should be eliminated. As shown by the case studies in Montgomery County,

Maryland
, and Salina, Kansas, secondary wage earners account for 1 ss

titan 5% of l(bl entitlement.

Federal Payment and Interdistrict Equal ation

The basic. intent of P.L. 874 is to compensate for burdens imposed

on school districts by a federal activity. It is not an express purpose

or the law to promote equalization of revenues among districts. However,

fiscal equity among governmental units is clearly an important goal or

Census of Government. Compendium o f Government Finance 1962, VOL IV,
No 4, Table 3,

A secondary wage earner may be defined as any wage earner in a family,

other than the primary wage earner, whore the-primary wage earner is

defined as being the head of the household.
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Table 8

STATES RANKED IN DESCENDING ORDER BY PROPORTION

OF LOCAL REVENUE FROM PROPERTY TAX

1960

Arkansas

Florida

Georgia

Illinois

Indiana

Iowa

Kansas

Massachusetts

Michigan

Missouri

Texas

Virginia

Wisconsin

California

New Jersey

North Dakota

Colorado

New York

Arizona

Connecticut

Idaho

Minnesota

Montana

Nevada

Vermont

100% South Dakota 96%
100 Delaware 95

100 New Hampshire 94

100 Went Virginia 94

100 South Carolina 92

100 Utah 92

100 Nebraska 91

100 Ohio 91

100 New Mexico 90

100 Maine 87

100 Wyoming 86

100 Mississippi 85

'100 Washington 82

99 North Carolina 80

99 Pennsylvania 79

99 Maryland 78

98 Kentucky 77

98 Louisiana 77

97 Rhode Island 75

97 Alabama

97 Alaska 67

97 Oklahoma 64

97 Oregon 62

97 Washington, D.C. n.a.

97 Hawaii n.a.

Tennessee n.a.

Source: U.S. Census o ernments, 1962, Table 21, "Taxable

Property Values p. 101 et seq.
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much federal legislation providing grants-in-aid; therefore an examina-

tion of the equalizing effects of payments under P.L. 874 is justified.

In fact, as Labovitz points out,- certain aspects of the law demonstrate

an implicit equalizing intent, even H the intent is not expressed as

equalizing, Those aspects relate to methods of 'determining the local

contribution race upon which payment is based.

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

number of groups (see Chapter 4), based on varying criteria, such as grade

levels taught, with each entitled district receiving payment at a rate

equal to the average local contributions of the districts in its group;

The amendments of 1953 also established minimum rates equal to one-half

the average education expenses in the state or the nation, whichever is

higher. This also has an equalizing tendency, as it provides for pay-

ments at rates considerably higher than the district's local costs. (See

Chapter 4, suction on LCR.)

According to Labovitz, however, it was not to promote equalization

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

it was their intent to narrow the disparities in the iatc's of federal

payment between states. The minimum rates would be used to increase

payments to districts in status with a high proportion of education ex-

penses borne by the state.

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

tent of the law Co -relieve specific local burdens; however, it is a curi-

ous intent, in that it fails La conform to accepted concepts of equaliza-

tion. An equalization feature in a grant program is defined as one which

givesrecogniLion to the underlying differences in the capacity of the

state and local governments to raise funds from tax and other fiscal re-

sources available to them . Providing additional funds to dis-

tricts simply because the state assumes a large role in public education

does not reflect differences either among status or districts in ability
to finance education.

For example, in Now Mexico, the state government provides about 75%

of state and local funds; in Massachusetts, the state government provides

less than 18% of the funds. Therefore, in Now Mexico, a district receiv-

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

Labovitz, op. cit., pp. 128-137,

t Ibid., p. 132.

4: Advisory Commission on Intergovernmental Relations, The Role ref Equali-

zation in Federal Grants, Washington, D.C. January 1964, p. 4,
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and fedoral government about 125_ of costs per pupil; in Massachusetts
a district receives only 68 % of the costs under the same circumstances.

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

QUANTITATIVE EVALUATION OF PAYMENTS UNDER PA,. 874

Relation of P._ 874 Entitlements to the Burden" on Local School

Districts.

The
"burden"

on local school districts has bum} defined for purposes

of this study is being the current expenses of education .ineurred for fed-

erally connected pupils not met by the combination of normally available

local and state resources. It is the intent of this chapter to determine

if payments under P.L. 871 meet this "burden", and to evaluate the various

aspects of the payment procedure under this law to determine their effec-

tiveness in this connection. We have established 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 from the federally connected family, equals tho

local revenue available for each nonfederally connected pupil;

(Fe + 14)/NE = 1,n/Nn. A value of Fe has been calculated for each of 51

school districts In 18 SWWS (Sc e Appendix D.) These districts are

largo countywide and city school districts with populations over 50,0001

they do not comprise a random sample of all districts. They are all fed-

erally entitled school districts that, arc roughly coterminous with county

and city governments for which taxable property data were avatiablo in

the Census of Government, and which are included in the Office of Educa-

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

to over 200,000, wherea the average district in the United States has

enrollment of about 1,000 pupils, Thus, conclusions for these districts

do not necessarily hold for the vast number of smaller districts,-

The main purpose of this section is to show the way in which entitle-

ment has operated to moot the burden in these 54 districts. Tho local

harden is assumed to be met if the actual entitlement is equal to the

-entitlement required for intrndisiriet equal14aLlon (F0), as previously

calculated. The measure of success is the ratio of the difference between

95% of entitlement and intradistriet equalizing entitlement, to total

entitlement. This will be culled the "burden ratio," calculated as follows:

'95F , whore F total net entitlement under P,L, 871, and y,

is the intradistrict equalizing entitlement.
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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 value of this ratio is zero. A positive ratio in-
dicates overpayment; a negative ratio, underpayment. Table 9 shows the
frequency distribution of this ratiu among the 54 drist.ricts. The arith-
metic mean of the burden ratio:: for the 54 districts is only .04, which
should indicate that the law is operating on the average to just cover
the burden of federal connection_ The table shows, however, that the
law operates well in very few districts, The ratios range from -74% to
81%, with most dis:ricts far from the mean value, or the theoretically
appropriate value of zero. No procedure to distribute funds can be said
to operate in the expected mannur, when the average for all districts is
obtained by half the districts receiving large overpayments, the other
half receiving large underpayments,

To evaluate the payment it is first necessary to dissect the payment
procedure and relate each element to -the burden ratio. The payment pro-
cedure under Section 3 of P., L, 874 is basically very simple, as follows:*

LCR (N3(a) + -e-EN3(1))) D;

where LCR is the lo_cal_contribution rate for Section 3 payment, N. is

the number of pupils entitled under Section 3(a), and N3(b) is the number
of pupils entitled under Section 3(b), (the 3(b) pupils are paid at one-
half the rate of 3(a) pupils). and is deductions from gross entitlement.

Thus, the determination.of federal entitlement basically involves
counting the numbei of pupils under each subsection and determining a

local contribution rate.i. Our Method of calculating Fe assumes that the
pupil count by subsection is correct_t Thus. differences that may arise
between F and Fe because of pupil co' :1 do not enter our calculations and
are not further considered. The two factors :hat mainly account for the
burden ratio" differing from zero ale:

For 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 :introduced is small,

t Complexities do enter, especially with regard to commingled properties,
leasing of government property, etc. These will be ignored in this
evaluation.

t Time value of le is slightly overstated, because entitlement based on
secondary wage earners could not be eliminated.
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Table 9

DISTRIBUTION OF BURDEN RATIOS FOR 34 DIJTRICTS

1960

Intervals

Number or

Districts

-70.0 to -75,0 1

-65.0 to -69,9 ()

-60.0 to -64.9

-55,0 to -59.9

-50.0 to -54,9 0

-45,0 to =19,9 1

-40.0 to -44,9

-35,0 to -39.9 2

-30,0 to -34.9 2

-25.0 to -29.9 0

-20,0 to -24,9 1

-15.0 to -19.9

-10.0 to -14.9 0

5,0 to - 9,9 2

0 to - 4.9 3

0 to 4.9 2

5,0 to 9.9 5

10.0 to 14.9 4

15.0 to 19,..9 0

90.0 to 24,9 9

25.0 to 29.9 3

30.0 Co 34,9 4

35,0 to 39.9 2

10.0 to 44,9 2

45,0 to 49.9 1

50.0 to 54.9 1

55.0 to 59.9! 5

00,0 to 64:9 9

6511 to 69.9

70,0 to 74.9 9 .

75.0 to 79,9

80,0 to 84.9 1

Total 54

Source Appendix D, Co1 15.
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i. The difference between the 1,01?_ used for payment under P.1, 871
and the actual local share ol ctirrent expenses in the district.

'Flit difference between the ratio of the 3(0 payment rate lo the
3(a) payment 111.12 of ono-halt used in the law, and the ratio

that should be used In IfW district, based on the contribution

of federally conneeled families to local_ revenues.

Thuse two factors accounted for 83% of the variation in Lhe burden

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

analysis.* how divergences in thu above measures relate to variation in
the enrden ratio are shown in Figures 2 and 3.

Fiimire 2 1-diow8 the relat i on between the bultdon ratio ants the Sue-

,fou 3(0) payment ratio (PR). The payment ratio is the proportion ot the

3(a) payment nate that should he paid Lo 3(b)2 pupils on the basis uf the

property types actually in the district, Since, an tact, 3(1)'s are pai6
al a ILL Ii of 5U% of 3(n)'s, we should find a tendency tic overpayment to

oxist when the real payment ratio is less than 505, and an underpayment
when the ratio 1-, higher than 50%. Wu do rind a tendency in this direc-
tion, as indicated L'- the trend lino in Lite figure. It appears, however,

that this trend is created by a small number of districts exhibiting

k'xtrt.me tendencies. Thu equation relating j(b) payment ratio to the
Oh rden ratio is

.95F
.618 - 1.02 Pit; r .37

(.100 (,36)

Iii itself, the use ol o 3(h) payment ratio that aiffurs from the cor-
rect ratio accounts for only a small portion of the variation ill "burden

rnLios" among distriets:- only 13%, according to the correlation analysts.

Figure J displays the relationship between overpayment and the dif-

f,2rence by district between the local contribution rate for P.L. 571 pay-

ment and the actual local share of current uNpenses. Thu its cor-

relation is extremel: high, With divergence in the rates accounting fur

The F._ as calculated is gross rather than net entitlement,: as deduc-e
Lions for in-ficu-of-tax payments have not. been made.
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(32 of thc- variation among district burden ratios. The equation is as

follows:

.95F F,,

F

091 + .00-125 (LCR - Ln/N- r .79

(.033) (.00016)

It is quite clear From Figure 3 that the main reason Inc entitlements

that differ from the burden" imposed is the tact that the LCR for

87.1 payment diners drastically from the actual local sharo of edu-
cation expenses in the district. II is interesting Lo note that the moan

value ol this differential is close to ZUPO, which meets tho basic intent

of the law; this avuragu fi!Aiti however, is representative of almost no

single district. as can be 50011 Lii the frequency distribution of the dif-

ferences in Table 10. Thu ways in which the LCR differs from district

costs, and the explanations for it , ui i. discussed in a later suction of

this chapter.

It may be concluded here that P.L. 871 operates so as to provide

payments which. in individual districts, differ greatly from the payment

needed to eliminate the "burden" as defined in this study. .r most dis-

tricts there are overpaym _A; for many, however, there are indorpaymonts.

Local conllibution rates, which do not closely resemble local share of

expenses, d a payment ratio for 3(b) pupils, which does not capture

the wide variability that actually exists among districts in this ratio,

account for !he payment differing front the payment needed to create intra-

district e(4 ualization; i.e., relieve the internal ''burden.'

Several district characteristics were correlated with the burden

ratio to determine the situations under which there will tend to be over

or underpayment. The characteristics tested were: size of entitlement,

proportion of federally connected ADA, median family inemme, current

expenses of education per pupil, and as:-,iessed value per pupil. Meanin-
ful relationships were found only for median family income and current

expenses of education per pupil,

Thu burdun ratio is negatively correlated with muCian family income.

Each $100 of additional income is associated with a change in the oppo-

site direction of about 1% in the burden ratio. (SL,:e Figure .L) Tho

relationship is not a particularly strong onchowever, as indicated by

it coefficient of cOrrelation of only -.35: thus, only about: 12% of the

variati-n in the burden ratio is associated with differences among dis

triets in median family income.

A much strongcr i.elationship exists between the burden ratio and the

currunt expenses of education per pupil (seo Figure 5).
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Table 10

DISTRIBUTION OF DIFFERENCES BETWEEN LCR AND °CAL SHARE

CURRENT EXPENSES FOR NONFEDERALLY CONNECTED PUPIL IN 54 DISTRICTS
1960

Interval,

Number of

Districts

-190 to -180 1.

90 to - 81 1

80 to - 71 3

70 to - 61

60 to 51 0

- 51) try - 41 1

40 to - 31

30 to - 21

20 to 11

10 to 0

9

to 19 5

20 to 29

30 to 39 1

40 to 19

)0 to 59 5

GO to 69 0

70 to 79 5

SO to S9
91) to 99

100 to 109 9

110 to 119 3

120 to 129 0

330 to 139 1

140 to 149 0

150 to 159

160 to 169

170 to 179 0

180 to 189 1

190 to 19 o

Total 5,1

SoUrco: ApporicUL _, Col. 19.
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A $10 increase iii current expenses of education per pupil is associated

with a 3rc, decrease in the burden ratio. The relationship is a reasonably

strong one. indicated by a coefficient of correlation of -.61 (i.e., 105
of the variation in the burden ratio is associated with variations in
current expenses of education per pupil).

The lmplicatton of these IWO correlations is that an overpayment is

somewhat ii 11\ 1.1 he associated wi(11 LI low level of income, but even
more likely to be associated with law current expenditures per pupil on

education.

An estimate of the burden ratio was made for 41 states, for which
data were available, as well as for the 51 districts, TI ratios for the

state an 1cs celiable thin the ratios calculated ffe the 51 distriots,

for they are based on total slate data, which combine entitled and non-
entitled districts. Por the state ratios to be correct, it is necessary

that the entitled districts he, on the average, similar to nonentilled
districts, in terms ef the sources of revenue and property types. Thus,

the results of the national analysis must. be imifeipreteci with caution.

The major difference between the findings Tor the districts

and the nation was in the size of the average ratio. The average of the

ratios for the 54 large districts was .01; whereas for the 44 states, the
average was .26, If these ratios are accurate they indicate that en the

'average there is substantial payment in excess of the burden, and that

the greatest amount of overpayment goes Lo the vast number of middle size
and small districts.

For both the districts and the states, it was found that the disper-
sion of results was very large, again indicating that the law is not
operating so as to Just meet the burden n a district-by-district basis.
The relationships between the burden ratios and other characteristics
Lot' the states--the 3(b) paymen rati median family income, current
expenses of educationwere similar to that found for the districts.
Weak, but statistically significant, negative correlations were found for
each of these variables. A positive correlation wus found between over-
payment and the proportion of state aid in total revenues.

In the following sections of Hits chapter, the major aspects of
, P. L. 874 that operate to effect th burden ratio will be discussed; these

are--the o,,tions available to districts for selecting an LCR, the way in
which the LCU. conforms to the local shore' of current expenses, the 3(h)
payment ratio, the locution of facilities relative to the district receiv-
ing entitlement, and the eligibility requirements.
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The Ac-ins for Detorminin, he Local Contribution Rate IC )

One of the most important elements influencing the payments under
i171 to any given :,car As the local contribution rate. The law pro-

vides that the LCR for a district be equal to That.of 117- districts within
the state judged to be "generally comparable" to the entitled district, as
long itS,Lhe, rate so determined IS not less Chan one-half the stale or na-
tional average per pupil expendttures. There are currently two procedures
for determining -the LCR of "eenerally comparable' districts. Thirty-one
states permit tilt, local district In select. those districts that arc "gon-
orraly comparable, with tho list varying 1u' each district. Nineteen
states have established groupings of all districts within the slate, with
eaell district assigned by the state to U group and paid on the bas is of
the LeR of that group. In the former method. a- district may elect not to
select comparable districts and he paid aL the appropriate minimum rate.
in the latter method, the appropriate minimum rate will be assigned to ally
group that has an. average LCR below this rate; each district in the group
is paid ut. the minimum rate, regardless of its own costs of education.
Thus. ihree'major options for estublishintr a distr.ct's LCR are dis(in-
guishable,: (1) local selection of comparable districts; (2) state selec-
tion of groups of comparable districts; and (3) minimum rates established
at ono- half the state or national expenses of education.

The second and third options were not included in the original legis-
lation, but were addud when the law was amended in 1953 by P. L. 83-218.
The law was also umonded Co require only thal generally comparable" dis-
tricts be selected for determining LCR, This change reveals the difficul-
ties already faced in selecting comparable districts. No standard proce-
dure has over boon adopted for the seleetion of comparable districts.
Twelve guidelines were providedas criteria for selection. These were:

1. Legal clussilication

2. Total number of pupils in

ADA

3. Cost pur pupil in ADA

a. Paid from local source'

funds only 9. Tax rate levied on veal prop-
orty for school purposes

6. Pupli/teacher ratio

7. Assessed valuation per pupil
in ADA

H. Uatio of assessed valuation
to true valuation ot, properly

h. Paid from all 'source.

funds '1 For current expenses only

.1. Grade levels maintained b, For current expenses,

debt SerViCe .aid capital

outlay
5. Perceni of pupils trans-

ported
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IM. Curricula I) 111011

Teae.her salary schedule

19. Economic characteristics, such

as industrial, residential, or
agricultural

It is clear that these are too general and too all-inclusive to serve as

buses F0r selecting comparable districtsprobably no two districts in a
at would have the same values in all twelve criteria.

'l'o avoid these difficulties it wus established hv AVA* Bulletin 13
that LCR's could he determined hy grouping districts in the state and
applying the avorage LCR of the group. It was silggcsl ed that, in states

having more thansovral applicants, all school di!4tricts in a state be
grouped according to the rollowing general procedure:

"Firs : Classify into separate groups all school districts which
arc in tho sumo lei-t 1 Classification and/or which .Torate under
the same laws;

"Second: If necessary suhdivido these groups so that all school
dis(ricts in u ,.-roup operate the same grade' levels;

Third: After the first and seConhi steps arc completed, a further
subdivision may be necessary to avoid extreme ranges ln size
1.' 1. the school districts within any one group; and

Fourth: A further subdikision may be necessary if differencos in
degree of u1'banl4ation and other factors materially allect
local contribution rate and current expenditures per pupil,-

Bullein 13 concluded with the hope that "local contribution rates
established by this process can be used for most auplicants and that only
a-ruiaLively few unusual cases will require Individual study."

While the procedures outlined in Bulletin 13 did not exclude the con-
tinued use 01_ Jormer procedures, the determination 01 group rates within
each Litet was htrongly suggested. '111115 groups ,VQ1'=' .:d-lished as a

substitute tor individnallydetormined local con'- Itcs, and this
was apparently done not by the Commissioner with Lation of state
and local educational agencies as set forth in P. L. 37-i. but by the Office

of Education lield repreAent-iives and !,tat.e educational agencies. The
Commissjoner later approved the group rates. Supplement 1 to Bulletin 13

&WASchool Assistance in Federally Affected Areas.
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amplified some of 'the aspects v.1 the original bulletin and provided that
(I) every district within a state (whether n not eligible for P.L. 871
funds) hail to lie in one group or another before group rates would receive
approval by the Commissioner, and (2) appticant districts had to concur
in the group rates recommended by 'thestate educational agency.

Precisely how 1:110 enneuvrerwo of applicant districts ill the use of
group rates was to be obtained was not contained in Supplement 1 to Bul-
letin 13, but it became the policy of the U.S. Office of Nducation to

;ume concurrence unless a protest was lodged hy a diaxicl... Without
protest, therefore, group rates were accepted for use in a given state.

It is quite cerlain that mnny school districts failed to realize the
importance of protesting against rho use of a group rate at that time,
especially since thI. entire 11:1., 874 program wafi relatively new and diS
Lvicts were inexperienced in its operation. Probably even inure important
was the fact that neither Bulletin 13 nor LiA:s Supplement 1 was distributed
to individual school_ districts, and it is extremely doubtful tin-it LheV

were fully acquainted wilii its contents.-

In using geoup rates, all local funds derived by school distric.'i
in the groups are totaled and divided hv their average daily attendance.
Tho resulting rate becomes the local contribution rate for all eligible
school districts two years hence. By grouping districts together. shb-
stantial disparities in local contribution to schools between dist.rrets
ore averaged. EsPecjnilY since the 1953 ;Jmondment to P.L. 871, districts

. _no longer have to be me t. i arly comparable
.

bu
.

t only generally compa-
rable." The result of this procedure is that districts with low LCR's
(relative Lo the group average) roccivo gPcalor omoont.m Inn the-P.L. 871
program, and.districts with high LeR's receive lesser amounts than they
would under the original procedure.

Al. present, 19 states have group rate structures, bill theVO is no
uniformity in the procedures used by the states in establishing groups.
Some states have a two-class dichotomy, such as city-county; ether states
have a multitude of classes; but five states each have only 2 single
class. An attempt at categorizing the systems is presented in Table 11.
This table shows that grade level , size of district, and Legal class of
district or city form the major bases fop classification. Nine of the
19 staLes have either a single- or a two-class system; but the diversity
amour the districts in the other 10 states is less than indicated by the
count of classes owing to the fact that 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 eight classes, but since
five of the cla are paid on time basis of one-hali the'state education
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`Frib le 1.1

C lASS I F WA-1'141N OF GROUP PATE CATEGOR I ES HY STATE
FY 1964

State
Grade

Level

City

Size or

Class

school

District
Sizc

Rural-

Urban

Other
Classification

Nomhor or 01,,tile4

Total

At

State

Cost

At :,-

Nutional

Cost

Arl:_.i N : 5 2

t'a 1 t Copula X 4 1

PelilWa r0 1 1

1,44Wil X X

Kuns,is X : X N El

Ma ry 14 nd

violltito : N x 5 5

7,1 4 -;(nivi. X X* -1

NOtrat:ilia .1 9

Nk-vv.da 1 1

Xcii- Jersey x 3

Now Mexico 1 1

North Dakota 1

Oregon

south Dakotii

,

X 4

1

; 13 N

Utah Xt .t. 2

Washington X N X G 4

Wisoonsin N 2

t Suborbon groups separated.

City-county dichotomy,.

S ource; U.S. Office of Education, SAFA Ittacs (1963-64) PrOpcssin- Po icies and Procedurus,
M & 0-14,

7-



expense , Lho numhor o &l Li icil,en ra Les I s reduced to roil r gum:rut ,
[ho group rate s t Filet tiS I 1 1 O 0 1 1 1 1 1 1 1 1 1 1 1 1 0 1 1 W I. 111 1111 viHiji joi ti ttiiiitiiuni
paymon rush] Lit considerable equal izitt Lou (i'IIiilI I1 Wit lun a s tut th
rogard to payments under P.L. 67d,

(II. 1 1 '1 hit I on o ell I 1 111211 iii L I. I 1 (71:4 by 1.1p I 114 ri timpl IV ii is shimh
in Tali I u Adp tox i.ma tuly hal I. the district s a at us us Ii g rot )

rates, the other hall are provided the option ,,I. using comparable

trtels or receiving pa\ment at a rate ol one-half Is state or national

costs. 0t thQ du,,tricl S provided with an option, hail cheose to receive

payment at the mili1milm rate and half use comparable districts. This over-

all distrtbution hol.t.ever, a considerable polarization within
S tates. Thus, in 19 of the :10 states permitting option. 9() to 100'-, of

the districts elect either to receive payment at. the :niniMUM rate (Mit,

was the ease in 1,1 states), or usv etinnparable districts (this wits the

case 'in 5 states) in only I In Ls is thi "i [ ii' ii an option really
menarnglul.

On a national basis, districts that'clect to recetvu payment on the

basis of comparable district LCR are very different from those that elect
to receive payment at hall the state or. national costs of education per

pupil (Table Li). The differences are as would be exprxiod. On the aver-

age, those selecting comparable dist.ricis have costs of education $89

higher than those paid at hall the si21e OF national average. Their

revenues per pi1Pil are about. $170 per pupil hiether and their ruceipts from

the state and fedei:al, government are $70 per pupil lower than the average

for the others. Sixty-nine percent of their POVOHUC are from local

sources, whereas the diSiri(,,,Ls paid at half the slate or national average

have on]. 37'.,-0 of revenues lvom local source The median famity income

of comparable district electors is almost 505 higher, a difference of
$2,200. All the other soctoeconomie variables also reflect the same sig-

nificant wealth dilterences between thUtiO MO LYpOS 01 districts.

Part of the difference between districts reflects geography, as there
is a heavy concentration It (II Ii receiving p;.-omeint at half the na-

tional costs in the South (Region 5) and a heavy concentration of dis-

tricts selecting comparable districts in NUW England (Rgiou 1). Data

were adequate only for Regions 2 and 3 to test intraregional differences.

In Region 2 especially, the same characteristics emorge, with average

differences between the two kinds of districts in Region 2 as groat as
for the nation as a whole

IL may be concluded that the ability-Le elect half the s -ate or

national costs of education tends to help low income and high state aid
districts,
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The Looal Contribution Rate and Intradistrict Equalization

Intradistrict equalization requires that the local contribution rate
for payment under I. 871 he equal to the amount 01 current Qxpensos lI

education covered by local revenues, The conditions [(ti equalization are,

in fact, more severe than linplied by this definition, as will he explained

later (i.u., consideration must be given to proportion of revenues [runt

nonproperty tax sourc(s, and from property taNes on raw land). AL this

point, however, wu will concentrate on the relationship between the LCR

and the actual expenditures from local revenuo sources ill Li giVel1 Vear.

For a :-.ample of approximately I. entitled school districts (ap-

proximately 25';c of the total) tho year L959-60, il was psible to
calculoLe dillerenee between the LCR and the proportion III current

expenses of educatton (C) paid out of Local revenue source!, The result
of this analysls tfor all state!--; is contained in Table and shown as Ire-

gnency distribution in Ftp;nre 6. The results were analyzed for Lilt dis-

tricts combined and separately b1 major option category. Since the LCR
For 1959-60 based Upon costs lv.o yuUrS previouly, we expect, to Find

that local costs exceed the LCR by the change in the period. Costs have

increased by on overage of 10% each two years. The experience vartes

greatly, however. from slate to state. (See Table 15.) Iii fact. the 1

lug- does not result in local costs exceeding the LCR.

The analysis shows that [ui the median district in 1959-60, the ',CR

exceeded the per pupil local costs hi approximately $10, despite the two-

year time lag. The dispersion among districts was considerable, with 5O

of the districts having payments that either full short of costs by $10
I r exceeded costs I) $1.00,

The distribution slow in Pigure 6 has Three .peaks, one at +$20, one

o.t +$60, and one at ,:$1.20. Thuse three peaks which correspond with the

peaks in each of throe subpopulations represent the distribution for dis-

tricts using each or the three major options, Option 6 is the comparable

district option, and it .shows a relativelv normal distribution with a peak

only somewhat above zero, This indicates that on the average the compa-

rable district option results in a payment rate eqUal to local costs, with

a slight upward bias, probably reflecting the fact that a district will

Lend to select comparable districts in a way to help incroase its own LOH_

This was determined by multiplying the current expenses of education

put' pupil hi the ratio of local plus intermediate revenues to total
revenues. This ratio includes revonues for current and capital ex-

penses; thus some bias may enter,
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`1'00 C:0 1.-I

DISTRIBUTION OF DIFFERENCES BETWEEN 111R AND LOCAL SHARE OF EXPENSES
BY OPTION, 1,057 DISTRICTS IN TUE CONTINENTAL UNITED STATES

19G0

Intervals

UN IVN

Group Rates Minimum Rates

Total

Districts
Olin

Group

Two or

Moro

Groops

At b

State

CogL

AL

Notional

Cost

Comparable

District

WI

-209 to -900 0 0 1 2 13

199 to -190 0 0 1 0 0 1

-189 to -180 1
.) 0 0 1 A

179 co -170 0 9
1 0 0

-169 to -100 0 0 0 0 1 I

-159 to -150 1 3 2 0 0 6

-140 to -140 0 :i 0 0 0 3

-1:19 to -130 1 5 ',! 1 3 12
-129 Cu -120 1 2 1 0 2 0

-119 to -110 0 7 1 0 0 8

-109 to -100 .4 1 3 0 1 10
=99 to -90 1 3 1 1 2 8

=89 to -80 1 -1 1 0 -1 10
-79 to =70 1 ? 1 1 5 10
-89 to -60 - 1 9 2 1 11 24
-f,d Iii -50 0 3 2 2 13 20
--19 to =40 .) 9 0 4 9 24
-39 to -30 ,) 13 2 6 16 39
-29 to -20 1 14 1 5 18 30,

-19 to -10 2 13 9 4 17 38
- 9 t o 0 0 1-I 2 4 20 40

1 to 10 2 90 6 2 20 50
Al to ,!,0 1 15 4 7 .,)

9, 59
11 to 30 4 9 4 10 27 54
31. to 40 3 15 4 5 15 42
41 to 50 3 19 8 10 14 14

51 to 90 3 17 7 8 13 47
01 to 70 5 24 2 17 7 55
71 to 80 5 90 1 10 11 47
81 to 90 4 If!, 0 19 8 -19

91 to 100 4 17 1 17 5 44
101 to 110 7 9 2 19 3 40
111 to 120 0 14 4 31 7 50
121 to 130 1 5 1 29 1 37
131 to 140 3 4 2 31 4 44
141 to 150 1 7 4 18 0 30
151 to 160 9 2 2 4 2 12
101 to 170 0 1 1 0 2 3
171 to 180 2 0 1 0 1 4
181 to 190 1 1 0 0 0 2
191 to 200 0 1 0 0 1 ,)

201 to 210 3 4 3 0 3 13

Total 74 340 82 267 294 1,057

Sottrces: U.S. Office of Education, SAFA application files, and "Survey of
School Finances," 1060, Stanford Research Institute.
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Table 15

PERCENT OF CHANGE TN PEP PUPIL COST BY STATES,
1959-60 TO 1961-N2, IN DECLINING ORDER

FY 1960

North Carolina 25.9"7r:

Kentucky 25.0
Moine 19.1

Wyoming 16.3
Maryland 15.5
Missouri 15.0

Texas 14.6
Minnesota 14.1

Georgia 13.8

Oregon 13.2
Alaska 19.9

California 12.9
New York* 12.7

Tennessee 12.5
Wisconsin 12.3

Nevada 12.2

12.0
Now Mexico 12.0
West Virginia 11,7
Virginia 11.2

Mississippi 11,1

South Dakota 10,8

Arizona 10.1

Hawaii 10,0

New Jersey 10.0

Rhode Island 10,0

to FY 1962

Now Hampshire

Washington 9.9
Colorado 9.N

Vermont 9.5
Florida 9.1

Nebraskn 9.1

North Dakota 8,0
Illinois 7.9
South Carolina 7.8
Oklahoma 7,6

Pennsylvania 7.0
Idaho 6.8
Michigan 6.8
Connecticut 6.1

Massachusetts 5.8
Delaware 4.6
Louisiana 4,1

Arkansas 4.0
Utah 2.1
Montana 0.8
Ohio 0.5
Alabama -2.9
Iowa -3.3
District of Columbia n.a.

* Source: For N.Y. 1959-60 figure: U.S: Office of Education
Biennial Survey of Education in the United States,
Chapter 2, -Statistics of State School Systems 1958-G0, .

.

Table 48, . Si:

Source: U.S. Office of Education, SAFA, Rates
Policies and Proeedure'7, M&O-14,

8?

1961-62 Processing



The median di8tri(A using this optiol has a difforenco of ahout +$20.

()piton 1 is the group rat option in states havil:g moro than at single

group. Tho distribution hot' this gioup or districts has a subpeak at

zero difforonco, and a model oa1 al +$60, tith the modian district hav-

ing at difference oF +$33, Again, tno two [)oaks ht.m.o a rational explana-

tion, first poak represents th- tondoncios in !,:roups whoro the group

rate is tho true local, costs it the distriet;-; in the group. Howevor.

there is a strong upward bias !ntroduced hv the fact that ono-half the

S tate or national costs; mav ho -aihstilutod for Ha group rato. providin

LeR in e cISS rj 1cat ;L11 or most ol the districts iii the

group.

Option o is ono-hail the notional costs or education, This distri-

bution is strongly skuv,ed, with LI modol poak at $120. Thu modian dis-

trict lIH1p, 1111 option rc.ikt- $110 pul pupil murL slim its local costs.

Tho strong upward htas in this group of districts ht; Iii Is expected, since

it Is tisod mostly in southern ,,tatos, with Low costs por pupil. and a rota

tively small snare of costs borne it local revenue sources,

MistrIbutions hake Ho hoon made for 16 individual :1..ates Lor which

we have adequate samplo data. The results at''' shown on Tablo 16,

There are four southorn states in the sample groupAlabama, Georgia,

Tennussec, and virLwilii All lour allow Lit' comparable district option

and use ono-hall the national costs as the minimum rate. The tahle shows

the proportion of dit,tricts us-ing each option, the proportion ol costs

borne hi,' local revenues, and the median districts' excess or LCR over

local costs.

Whero the local agoncies contrihuto significantly less than one-half

the costs, and whir' co-is tuhd h, hi 1(1w rotative to the national aver-

age. it will he found that all. or almost all districts in tih state will

eloct hi 1'OC1VC P:AVMUIll at one-hall tic' national avorage, and will re

ceivo payment at rates sulp--;taniially abovo their Jctual local contribu-

tions. In %it where costs are somewhAt highor than in the other

SOU 110CH s L a Lc. and whore local ;--in.11..cos (II rot ,n cr ins 1 it tile over

o U (11(s' 1.1)(51 , r(,asonahh. pr(Ipor I i till III (1 1: I ct s it."(.. t. (1) l'c'eQ 1 VC'- PUY

mcilL at comparable district ratus, and the ovorall bonus payment is moth

smaller.

There are tIVe northern states in lho sample group which perm t use

uf the comparable district option--Conneciticnt Massachusetts, Now

and Ohlo, which HL-. e one-half the state cost as I. i11_' minimum rate, and

Maine which uses one-hair the national, costs as Minimum rote.
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Tuhlo 16

DIFFERENCE DETWEEN LOCAI, CONTNINUTION RATE AND LOCAL COSTS

IOU A SAMPLE OF DISTRICTS IN SEUCTED STATES

FY 1 Nw

State per

C:wita (1061s

1937-58

F==itiMOHA Pr0porli(',6

UsInK OptiOn
',col 1011(1'71-we

Median

Dist ric

,

.-, 1 at e 0 p

Natlomil

C(it;

Conip:Irtb I e

01s1rict

LeR

Share of

CoL-il.

.. .01.,0 net (To 13,-,

lu $172 100q+ 07e,

100 0 30

100 0 12 -I-11D

11 a

rti CEES

'2t4 :15 6:i ,tio

1 ICU' 360 0 100 65 -20
2.13 20' 80

'hugf,ttg 332 0 100 0 --1

0i.: 503 50 50 GO 30
331 AO 60 70 13

011:1 263 7,.70. 75 +0 S3

Slimhur .ot CA rottps

: State or

National

T0t.al C,,s1q

256 5 2 (-0 :i
1:1 37:1 1 1 6e ,-il

410 3 0 75 -3
koia 328 1 0 90 75

292 13 H' 50 68
oti :160 6 4 40 6:i

* national cost; no asterisk designates state cost,

Sources: U . S . Office of Education, SAFA application files; "Firvoy of school Financom,
1960: and Rates (1061-62) Processin- Policies and Procedures, M&O-14,
Stanford Research institute.



In these statos the local vovernment cat'r`ri s n much hilt:her propor=

i of the burden than in the southern states, and us resull most 01

t110 distrIcts in-the arca use the comparable district option an( receive

relatively small bonuses. if anv Only 111 tine of the lour stati are the

expenditures Oil OdUCLIIi011 small enough to qualify For use of the one-half

national cost option; but even here, th bmit relatively small because

of the high pr )rtton of local c sls Thus, in Maine a district would

have have cot considerably below tII notional avmw,e to th-;tiy

switchi ri from eomparable diStrict to one-boll the hat:tonal coStS.

The m nimum ( t edit ton rep resents a itir 12 a r S011 l'CP iil h0111.1S

(liiiili ill trms of lite proportion ur ditrIct-t able to use the cilltiiirr and

ill terms iii the dotlar per pupil o bonn'i) to the southern than Lo the

northern states, mainly because ot the smnl:er proportion ot costs pro

ded out )f local royenues in the southern states.

A state r which do not confirm Lo the pattern noted above

is Oklahoma. it is a comparable district state using one-half the nntional

cost tas; minimum rate, and Iii which local revenues provide over 70c/0 total

costs. Twuntv-five percent of its districts are paid Lit the minimum r

oth districts paid at minimum rates and those selecting comparable Is-

tricts reeeivo large bonuses, averaging over $80 district for the me-

dian district using each option. The 1957-53 costs per pupil of $2G3 and

the percent borne by local sources were similar to costs and proportions

in Maine. There i t Ill) obvious exploitation as 1ci why Oklahoma districts

appear tc receive such large bonuses.

There are = -x states in the sample ,roil -? that use group rates-- r

zona, California, Now Jersey. South Dakota, Texas, and Washingtonwith

wide variations in differences among the states. Arizona and New Jersey

are hi:0' cost states, with local revenues providing the bulk of funds.

As a result, L groupings result in a nettimi mut of the differences,

with the nwtdian district receiving a rate that matches its actual local

costs. The bonus in Catifonia results primarily from the fact that the

elementury school districts recotve puvment at one-half the state cost,

although their actual local costs are considerably pelow this figure. In

1959-60, one-half the Statu cost in California wos $186, while the local

share of current expenses for elementary districts was $136. Those lower

costs do not, efleet lower fiscal ability but simply the lower costs of

providing elementary as against !,3eL7.ondary education.

The lit onus to Texas districts results row the fact that most of

the groups rece ve payment at elithalf the na tional cost, while the 1,CIt of

their groups i.s much lower than this figure. The bonus to Washington dis-

tricts reflects the fact that most of the groups receive payment at one-

half the state cost. while the local districts generally btar considerably



less than one-hi l I Clii cms t Li would appear thut ut ii Dattota is able
to set :I raw that provides homy,: es to all districts in the state; the
cxp.laii_it ion tor wh ch Is not clear fom the data.

Overall, there is a wide range of differences between -the Lai. and
actua) local costs implying that the median value for the differences
disffuises the fact that munv districts receive 11W111 larger bonuses, while
others receive none, and Ill inaiiv Insta.nees the LCR Is less than necessary
to civil local costs. Part of the large vurtanie reflects the inucucirucy
of the sample data. part reflects the lact that the local ratio contaiw-;
both current und capital 1L,VO1l10 1'h, datu sources have been cheek.ed
for many districts (especially in Ciliforniti and in the case study dis-
tricts) and have been found to he substantially accurate, Much of the
cariance must reflect the fact that the method of determining the _Cl?.
dovs lint result in a paymont rate very close to the actual etirrtmt costs
of education provided from local rovenues.

Twenty-five percent of the untitled districts, located in 19 states,
have their local contribution rates determined on the basis of the rates
IL a selected list of comparable districts, These districts are selected
by Chu recipient district with the approval of the state board of eduea-
lion. The use of a specific set of comparable districts should ho expected
to result. in LCR's closely approxlmuting the actual local shares of current
expenses in the district, As shown in Table 11, however, then' is a wide
discrepancy between local contribution as paid under P.L. 874 and local
share of expenses actually incurred ill districts using the comparable dis-
trict option, To help determine why tlice discrepancies exist, we examined
several of the district application files. The findings for four districts
can be used to show how discrepancies arise, Two districts, Newton, Massa-
chusetts, and lrlington, Virginia. had underpayments; the other two dis-
tricts, Columbus, Ohio and Watwick, ft.ho'!. Island. received overpayments.
The information foe these four district: and their selected comparable dis-
tricts for the vear 1961-62 ary shown in Toble 17

Newton, Massachusetts had a local contribution rate almost identical
Co the average for the five comparable districts. The underpayment for
Newton represented the time lag of two years, The local contribution rate
for the comparable districts was z.'433, whereas Newton's actual local con-
tribution in 1961-62 was over $508. based on 1959-60 revenues and costs,
it was $035. The five comparable districts had varied churacteristics
which, on the average, were not Lou dissimilar from those of the recipient

, district. The costs of education per pupil, the pupil/teacher ratio, and
the grade levels taught were similar, However, the size range in ADA was
smaller and the Lox rates tended to he higher,
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The underpayment for Arlington results simply from the fact that there
aPPQar to be flo comparable districts in Virginia, Table 17 shows that
only two districts appear on the list, both very different from Arlington
in size and costs of educati(1n, The average LCI? i $10 less than Arling-
ton's, Two factors add to the underpuyment (1) the time lag, and
(2) the fact that the LCR of the nonfederal sector is considerably higher
than for the district as i whole, because of the large number of federally
connected families, The total underpayment for Arlington is about $150
per 3(a) federal pupil,

Columbus, Ohio, receives a substantial overpayment by being able to
use as comparable districts those that are similar in structure, but have
consistently higher expenditures on education and local share of expenses
per pttpi I. The $58 advantage in local contribution rate is reduced to
about $50 by the added COStS clue to the time Lag, It is probably true,
howeVer, that the districts selected would he 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 basis _for selecting the group of districts listed us comp:it:able

with Wurwick, Rhode Island, is not evident. They represent different
sizes and classes of district, different types of community, different
grade levels, different assessment ratios, and different Lax rotes. The
only characteristics they have in common is that they are all in Rhode
island, and have consistently higher expenditures on education and local
contribution rotes than Warwick, As a result Warwick roceivus a bonus
of $13 per federal pupil,

The Paymen I Patio for See tl on :3 (1)) Pup its_

P. L_ 871 provides that a pupil who either lives on federal property,
(Jr whose parent works on federal property, receives payment at one-hulr
the cute (,-?tublished for Li pupil who meets both criteria for entitlement.
The ratio of one-half is bused upon the hypothesis that places of resi-
dence and places of work each contribute one-ha II of the property laNCi4
Paid to LOCall school districts. IL must be noted that the fiftv-ftfty
split, does not relate uilhicn to total revenues or to total property Lax
revenues, but to u portion of ouch. Thus, taxes derived From nonproperty
sources arc assumed to be available to all pupils in equal per pupil
amounts, and do not enter Lh puyment formula The sume is true or prop-
erty taxes on lands that are not essentially residences or places of work,
Using the Statewide data for 1961, published in the Census of Government,
Ill average value for the rat4o el residential to place of work property
values is 55/45, indicat ng a national average payment ratio for 3(b)1
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pupils of .55. anti for 3(b)2 puppupils of .45. However, as Labovitz points

out, the national average is not very meaningful for a. law that is in-

tended to meet the conditions existing in individual school districts.*

The distribution of payment ratios for the 54 districts is shown in
Table 18. The conclusion to be reached from this table is that, even
though the average payment ratio for all districts is .45, the applica-

tion of such a ratio to all districts would result in most districts hav-

ing a payment ratio applied that was either much Lao generous or much too
niggardly,

The above finding suggests that each district should be paid on its

own payment ratio, and that this ratio would differ widely among districts.

The determinatton of u payment rutio for a district is far more complex
than indicated by the ratio or residential Lo cemmOrcial property. The

proper payment ratio is not one that represents simply the average ratio

of residential to commercial property in the district; rather it is one

that truly captures the contribution to local resources of lederally con-

nected families. The ratio of residential to commercial property accom-

plishes this task only if the federal families have housing which, no the

average, is iduntict.1 in value to housing of nonfederal families, have

families that in size and age distribution are the same as nonfederal

families, have the same tendency to send their children to public schools,

and have working members in the same proportion as do nonfederal families.

If these characteristics are different for federal and nonfederal families,

then the payment ratio based only on the ratio of residential to commer-

cial property needs to be adjusted.

Within the scope of this sluty, a thorough examination of these char-
acteristics could be made only on a case study basis. It was made for

Lilo Salina, Kansas, school district. (Sue Volumu II.) Thu procedures re-
quired to determine accurately the payment ratio in a district aro complex,

and (hey differ, depending upon the amount of data and data sources avail-

able in the community. A complete statement or the sampling procedure
that may be followed is contained in Appendix Al. The results in the Salina

study indicote that such procedure lit necessary, as there is evidence in

Salina Lhol housing values per Comity and public school pupils per family
can he very different as between federally connected and nonfederally

connected families. Iii the Salina study, it was found that the average

value per ros'idenee for federal familieN was only 75% of that for nonfed-

eral families, and that the number of public school pupils per residence

Labovitz, op. ci



Table 18

3(b ) PAYMENT RATIOS FOR 54 DISTRICTS

FY 1960

Intervals

Number of

Districts

0 to .049 0

.050 to .099 0

.100 to .149 1

.150 to .199 4

.200 to .249 1

.250 to .299 0

.300 to .349 7

.350 to .399 13

.400 to .449 5

.450 to .199 6

.500 to .349 7

.550 to .599 6

.600 to .649 2

.650 to .690 0

.700 to .749

.750 to .799 0

Total 54

Sour =o: App
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was .67 for federal and .56 for nonfederal families. Adjusting the pay--

ment ratio that was derived simply in terms of residential and commercial

property values, changed the payment ratio from based on residences

being 5570 of the total) to .67. The adjustments for differences in pOpU-

lation characteristics result n a 505 increase in the 3(b) payment ratio

for Salina, Kansas.

Salina ical of a large number of entitled school districts, in

that it derives its entitlement from a neighboring military base, namely

Schilling Air Force Base: In 1962, the Office of Education reported that

8070 of total entitlements are derived from military properties. Many of

these are not military bases, however, and the exact proportion that would

be like the Salina case is not known. The proportion is sufficiently

large, however, to indicate that a large number of districts probably

receive far iess, revenue from the federally connected families than is

indicated by the ratio of residential to commercial property. That this

is not nationally uniform, however, is shown by the Montgomery County

study (Volume II) , in which it was found that federally connected families

probably have slightly higher average property values per household than

do nonederally 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 corrections on the payment ratio for differences in

population characteristics, the proper payment ratio is only approximately

equal to the ratio of commercial to residential property values. The pro-

per payment ratio derives from the formula for the calculation of F,.

The eel

as given in

in to local revenues from federally connected families

ormula to calculate Fu is determined as follows:

L ( yr
V

where L is total local

Vr/V is the rati

values; and N30)

total ADA, less

N3(b)

_ N3(b )

us from res ident a1 and commercial properties,

of residential to residential plus commercial property

Nn (b)) is the ratio of 3(h) ADA to the

a) A-A:

The proper payment rattier given by the following formula

Lf/N3 (b)
Paymel t ratio = 1

Ln/Nn
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Letting R = the ratio of residential to total residential and commercial.
property valuer (Vr/V), and letting P = the ratio of 3(b) pupils to the
sum of nonfederal and 3(b) pupils, the formula for the payment ratio
reduces to the following:

Payment Ratio = 1 R
( 1 CAP

If P is very small, the payiiient ratio will not differ greatly from 1 R,
as the ratio ( 1 - P ) RP ) will approach unity however, if P
is largo, i,er, there is a large proportion of federally connected 3(b)
pupils in the school population, then this ratio will become significantly
smaller than unity, and the payment ratio will rise above that of residen-
tial to total pope values

The i3revard County case study II) indicates the was, in which
this operates: In Brevard County, R is about 4 and P is about thus,
the payment ra , is as follows:

(
Payment Ratio = I -

1 1

1

_L

1

Thu with residential property reprose ing two-thirds of the total in
Brevard County the proper payment ratio for 3t.b) pupils is one-hull',
not That this is so, can be demonstrated by a simple example.
A hyp)thetical district comprises two families, one federal and one non-
federal, each living in a house valued at $100. The nonfederal worker
works on a piece of property valued at $100. Thus, the total assessed
value of the clistrict is $300, two-thirds of which is residential and
one-third commercial. In this situation, the nonfederal family is con-
tributing $200 to assessed valueone-half from their house and one-half
from the place of work, while the federal family contributes only the
$100 for the house. Thus, the federal family contributes -half as
much as the nonfederal family, requiring a payment ratio under 874
of one-half to create intradistrict equality. If no other correction is
made to account for differences in population characteristics, it is at
least necessary to correct the payment ratio for the relative importance
of 3( ) families in the district population,



The Location of he F-cili --Inside or Outside the Recipient District

As reported by the Office of Education in 1962, 57% of the 1,600,0 0

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 been

claimed that such entitlement is not justified by the premise of P.T. 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 -o{

tax" principle as the basis for P.L. 874. As pointed out in Chapter 3,

we have rejected this principle on the ground that it is both administra-

tively unmanageable and inequitable.

If the criterion 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 (Fe 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 to 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 character =istics of the school districts in which more than half

the entitlement was based on facilities outside the school district were

compared to those of school districts in which lessthan half the entitle-

ment was so based. (See Table 19.)

Districts in our sample with a high percent of entitlement based on

out-commuting tended to have the following characteristics:

Slightly higher instruction costs as a percent of total current

expenses

2. Slightly higher pupil/teacher ratio

3. Considerably higher local and intermediate revenues per ADA

4. Considerably lower state and federal revenues per ADA

5. Considerab y igher proportion of revent

9 3
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6. Somewhat hilf:her: median family incomes

7. Considerably higher population density per square mile

8, Considerably higher percent of pupils in nonpublic schools

9. Somewhat higher median years of adult education

10. Somewhat higher proportion of families with incomes over 000

11. Slightly lower percent of population under 18 years

12. Considerably _ewer proportion of nonwhite residents

13. Considerably lower proportion of popuiation moved into district
in last five years

14, olightLy higher beginning teacher salaries

It would appear that districts with a largo proportion of ou -ooMut-
ing are wealthier districts, with an older more stable population, than
districts in which the facilities tend to locate. These districts, how-
ever, do not necessarily spend more on education, If the procedures sug-
gested in this report with regard to payment ratios for 3(b) pupils are
adopted, the districts with a large proportion of out-commuting entitle-
ment would probably receive less entitlement than currently. The high
local effort of these districts is indicative of a higher local tax base.

Some of the differences that appear as differences between districts
owing to the location of facilities may in fact reflect other character-
istics. A very important characteristic is regional distr' :lion. The

fact that districts with a higher proportion of "outs' relatively

more concentrated in the wealthier northeastern regions of the country
may account for part of the income differential. (Note: Regions 1,
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 proportion of out-commuting federal 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 as
being significant nationally. The strongest characteristic is state and
federal funds per ADA. Districts with 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 "outs." 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
local revenues per pupil in 5 of the 8 regions.



Entitlement under Section L. 874

Section 4 of P.L. 874 deals with 'dens ,:rising from "sudden and
substantial increases in -n ho major mechanism involved here
is a special Section 4 contribution rate. To be eligible for Section 4
entitlement, a district must show that

1. It has incurred an increase of federally connected pupils which
amounts to at least 5% of its prior year's nonfederally connected
enrollment, (Note that this test of eligibility becomes easier
to meet as a district's proportion of federal to total pupils
increases.)

Federal activity has placed upon

Cling financial burden.
substantial and ntin-

3. It "is making a reasonable tax effort and is exercising clue
diligence ...but is "unable to secure sufficient funds to meet
the increased educational costs involved.

A district may elect to count a given year's increase of federally con-
nected pupils as either Section 4 or Section 3 In the following year,
the prior year's federally connected pupils who were counted under Sec-
tion 4 may again be counted under Section 4; however, such "second year
eligibility is paid at only one-half the Section 4 rate, A district may
also elect to count second-year pupils under Section 3, but 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 school districts,
it has never been a major factor in the total national P.L. 874 exper-
ience. During the first five years of the law, assistance was given for
increases encountered before enactment of the law (1950). 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 1963, they were less than 1%. Nevertheless,
from time to time a given district may find that Section 4 is an important
part of its federal assistance. In the case of Brevard County for example,
its Section 9 entitlement constituted 40%, of its total 13.1_,, 874 funds in
1964 ; in turn, Brovard's Section 4 entitlement represented more than half
the total national Section 4 entitlements for that year

11 intent of Section 4--to assist in the problems arising' from
den and substantial increases in attendance"--is reasonably clear.

Yet the nature, amount , and burden of those problems is elusive; certainly
the law does not define how the second test of eligibility is to be deter-
mined. It may be inferred that in the early years of the low(1950-55),

by William N. Breswicl=
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the purpose of Section 4 was to permit districts to solve problems aris-

ing from increases experienced prior to enactment of the law, in a way

that, Sect ion 3 could not provide. Section 3's two-vear time lag alone

prevented P.L. 574 from giving complete cost coverage in a situation of

rising school costs. rind enrollments; for some districts, the 50% rule for

3(b) students might have caused an additional disparity between actual

costs and federal assistnnce.

But in rece,-,t years, the form of the problem which Section 4 is

intended to cot-,2y has become much less clenr. IL is necessary to inquire

what exactly are :,Ale burdens that arise from a substantial increase in

federally connected :'1.ollment. In answering that question, one must'be

sure to exclude any W;r.dens that Section 3 either addresses directly, or

inherently declines to z!over (i.e., was never intended to cover), Thus,

if it is proposed that Section 4 accounts for the time-lag disparity

between actua l costs and assistance available under Section 3, it must be

observed that the time-lag disparity is an inherent gap in Section 3, And

if gap coverage is indeed the purpose of Section 4, then why not label it

as such, for every district has been experiencing rising school costs, and

every federally affected district has been encountering such a gap. Yet

Section 4 specifically focuses on burdens arising from increasing federal

enrollments,

An opportunity to examine the ramifications of Section 4 was avail-

able in the ease study of Rrevard County, Based on that examination (see

Volume II), the following conclusions regarding Section 1 are offered:

1. The only burden that might be directly attributed to an increase

of federally connected enrollment is a possible financing-cost

burdenthe cost of borrowing sufficient funds to cover the gap

between actual school costs and Section 3 pnyim:11Ls.

9 The Pool cost (not financing cost) burden represented by such a

gap arises from an inherent feature of Section 3, nnd is not

Jog ically assignable to a federal enrollment increase.

3. Such burdens as might be attributed to enrollment increases are

highly indeterminate. They may be shown to be 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

even to financing costs .

said to apply

4. The precision with which Section 4 entit ,,Alt rates are expressed

Ls in marked c() Lrast with the indoterminate nature of the burden

which they are intended to cover, as the law is currently applied.
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5, The general problem of rapidity of growth (in federal enroilmcnt)

per se does not appear to be a major problem in regard to federal

activity, On the other hand, the general problem of rising

school costs per pupil is indeed a major problem for virtually

all school districts. But as presently written, P.L. 874 does

not address this problem insofar as it concerns federally affected

districts. Section 1 does bear upon the problem of rising costs,

but it does so only indirectly. its intent and tests of eligi-

bility focus upon an actually different problem, namely, the

vapidity of growth in federal enrollment.

EligibilityHequirements_pr Entitlement under Section 3 P. , 874

In order to be eligible for P. L. 874 paYments, a school district must

have (I) at least 10 federally connected pupils in average daily attendance

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 fedora] inpact to he eligible

for P.L. 874 payments. Specifically, districts in which ADA was 35,000

or more as of a specifiod date are required to show that at least 6% of

their ADA were federallv connected pupils, Or ADA was based on

the fiscal year ending June 30, 1939, subsequently the law was amended to

the fiscal year ending June 30 1957, with the proviso that the new date

would not apply to those districts that had e!,,tablisliL,d eligibility under

the 3% rule but had subsequently grown to exceed 35,000 pupils in ADA.

In exceptional circumstances circumstaaceF, that would make

the application of the 31 recit131--CMCnt incqultabie nad would defeat ale

purposes of the iam), the Commisioner may waive the 3'!'c rule. He may not

however, waive the 6% requirement for large school dii,itricts..

Eltgibility and Absorption

The basic requirements for eligibilitythe 10 ADA InilliniUM and

rule--were bailed on the premise that every :::chool district should be able

to absorb small numbers of federally connected pupils without hardship,

In addition, the establishment of these minimum requirements avoided the

tremendous and costly adminitrative burden of paying sunall amounts of

money to thousands of school di:4tricts throughout the country.

For the large school district:a, one Ofthe basic provision of

P.L. 874 as it was originally enacted required qualifying districts with

more than 35,000 ADA to ilborb the first 3% of their federally connected

By Keith E. Duke,
98



students; P.L. .874 payments to these distri. ts were_ made only on the basis

of the numbers of federally connected students in excess of 3% in the

school district. This provision, however, was eliminated from the law by

the 1958 amendment that shifted the base year for large districts front

FY 1939 to FY 1957.

7or both small and largo districts, the concept of absorption seems
JO have been on important concept underlying eligibility requirements.

The differing requirements for large and small districts were also based

on beliefs in their differing abilities to absorb 'federally connected

students without hardship. (See, also, subsequent section on justifica-
tion for the 6% rule.) However, except for the large districts prior to

FY 1958, the absorption concept has been applied only to nonqualifving

districts. All nonqualifving districts must absorb up to 3% of their A

(large districts, as defined in the law, up to 6%) without payment, while

qualifying districts are paid for all federally connected students.- This

situation creates two important lines of discontinuity--one between those

districts with slightly less than 3% federally connected ADA that receive

no P.L. 874 funds and -O.-lose districts with slightly more than 3% federally

connected ADA that receive funds fbr all eligible pupils; and the other

(and more important) between those large districts with slightly less than

6% federally connected ADA that receive no funds and those large districts

with slightly more than 6% federally connected ADA that receive 13.1. 87d

funds for all (at 'cost 2,100) eligible pupils. A more equitable ppogvam

would be to require all districtseligible or noneligible, large or

smallto absorb the same percentage of federal students before fe -1

payments were made.

An absoi n requirement based on a certain percentage of all fed-

orally connected pupils would, however, still allow some inequities to

remain since the burden placed on a given school district is clearly dif-

ferent for 3(a) and 3(b) pupils. The district that had to absorb the some

percentage of 3(a) pupils as another district with only 3(b) pupils would

clearly be placed under a heavier burden. Moreover, because some 3 (a )

pupils do not live on tax exempt properties (i.e. , pupils with a parent

on active duty with c,ne of the uniformed servicesthe Public Health Set

vices and Coast and Geodedic Survey as well as.the Armed Services (Army,

Navy, Air Force, Marine Corps, and Coast Guard) the distinction between

3(a) and 3(b) pupils in terms of burden placed on the local agency is not

always il valid one. The most cquitablo solution would be to maintain an

absorptrm requirement, rather than an eligibility requirement, that would

weight Todovallyconnected students differentially based on their share of

the burden placed on the local educational agency.



This finding does not imply that c prezent 3% eligibility requite-
ment is optimal. In fact, if the absorption principle is adopted and if

3(h) pupils are not counted a.s full pupilS, then retaining the 3% require-
ment would substantially reduce the entitlemen to a -majority of ctis=
tric

Justification for the 6% Rule

The 6% rule seems to have hoer inserted first into the construction
bill (which became P..L. 815) a means of bringing into harmony two dif-
fering versions of that bill. 11; the construction bill passed by the

Senate in 1949, construction grants were to be "proportionate to the fed-
eral reap ibility, and no mention was made of the Size o the school
districts. However, the House vrsion excluded from benefits any school
district that had an ADA of 35 OCO or more in FY 1950 on the basis that

. in these very large communities on the whole, the

federal activity did not conFltitute so great a proportion

of the community's total activities as to pre ent a spe-

cial problem of absorption and that, moreover, these large

communities have generally been able to realize corre-

sponding benefits from the increased busine2s activity

resulting from federal activity, something that smaller

communities have not generally been able to do."*

In working ot.tt. a compromise that would be acceptable to berth Houses, some

of the larger districts were put on the same basis ac; the smaller ones by
shifting the size test to a prewa,u date (FY 1939) the 6% rule was

then inserted as a means of allowing large clt.t ic some construction aid
but requiring them to meet: more stringent rule of eligibility. Then,

having incorporated these distinctions into the construction program
(P,L, 815) the Senate-House conferee= inserted similar provisions in the

current-expense legislation (10,14,, 874), even though neither the Senate nor
the House version of this bill had originally included such a distinction
between large and nmall d !,tricts. The 6% provision in PL, 874 made the

two laws comparable in their treatment of the large dii'Aricts, but it

seems clear that the distinction made bet eon large and small districts

81st Congre,:s. 1st House Rep( '1 10, 96 Congressional Record,
Part 10, 130.16.,

Labovitz, op. cit.,

100



was on the basis of their presumed abilities to absorb new students, and

not on the hasis cal tneir abilities to pay for current_ cosLs cif educaLIrg

rederally connected pupils,

Another reason for tile distinction between large and small districts

in P.L. 871 was a practical one. IL was realized that the program would

be costly, ond a practical means of limiting necessary appropriations WEIS

to place additional restrictions on the large districts which would

receive substantial entitlements if they could qualify.*

Practical reasons, moreover, have undoubtedly been umong those for

retaining the 6% provision in spite of continued hearings and re-examinotien

of various provision., of P.L. 874 over the past 15 years. In July 1961 ,,

the U.S. Commissioner of Education estimated that reducing the 6% require-

ment to 5% would result in an approximate $5 in increase in the cost

of the program. The increased cost of further reducing the figure to 31

was not estimated, but might be several million dollars more.

The other major justification for continuing the d Astinction between

large and small districts is the belief that the large cities were

wealthier and could more ably assume the costs ineideht to providing free

education than could smaller school disLricts. Other possible justifica-

tions might he that demands for educational services were relatively

smaller in large cities than in other districts, that costs were lower,

or that Major economics of scale could be realized in the larger districts

that were not possible in the smaller districts. These will he examined,

briefly, in subsequent paragraphS.

Identifier' 1 of Large Districts Falling under the 6% Rule

As of FY 1963 there were 86 "large" districts (e.g., had an ADA of

35,000 or more), but only about half of these (41) were "large" 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 1939; three others

fell under the rule because their ADA exceeded 35,000 Lu FY 1957 and they

had'not been able to qualify for P.L. 874 entitlement prior to FY 1958.

See, for example, 88th Congress, 2nd Session, Broadening School Assis-

tance t- Federally Affected Arene, Hearings before the Select Sub

committee on Education and Labor on H.R. 10159, July 27-29, 1964, p. 9.
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1 t is ques t ona b they the threshold of 35,000 ADA suf ici en .1v
it t ingu shys by twee!) rgy and tilfi II ti [Sill ('tS , especial ly a throshold
of ;15,000 based on n prewar date. It will be noted Iron I hy tali] e I ha t

many Of I tic d isi ricts that. had 1 css than t he designa t ed 35,000 ADA in
FY 1939 now exceed this threshold by a con s dera Iii e ma rg in and a re actu-
ally much iarei Ill terms of prescnL ADA than some ol t he or i g na 1 large
6% districts, However , in order to anal sive t he 6% rule , I he P. L. 871

distinctions Dotwoon largo and small districts have to be used In silt

soqdent pnrograpir-z of this section, large districts are those that fall
under the 0% rule, no matter what their present ADA,

Financial Abilities ot Large Districts

There is no one single measure ot financial ability that can he
applied equitably to all school districts, Since most of the local rov-
enues for the financial support of schools is derived from property taxes,
however, the valuation of taxable properties is a major indicator of
ability, Table 20 shows the total value of taxable properties (as deter-
mined locally and by the U.S. Bureau of the Census) and assessed valuation
of these properties relative to ADA in those school districts falling
under the 6% rule. In essentially every instance, valuation per ADA is
substantially higher than the average for the state in which the district
is located. However, there are also many instances of other districts
within the state having higher valuations, some of them with more than
35,01)0 ADA but not considered large for the purposes of P. 874.* The
property valuation per ADA in most large school districts is also declin-
ing relative to the valuation per ADA in the states in which they are
located.

In addition to generally higher assessed valuations per ADA, many
large school districts also derive higher percentages of their local rev-
enues from sources other than taxes on real and personal properties than
do other school districts in the same state. Many of the largest, how-
everincluding Boston, Chicago, Cleveland, Detroit, Los Angeles, New
York City, and San Franciscoderive 99% or more of their local revenues
from property taxes.

Assessed valuation usually represents a higher percentage of total
ialue in large cities than in other areas, partially because of dif-
ferences in assessment practices, partially because of the number and
ages of properties to be assessed and other factors. However, the
rate of true (or market) value at which properties are assessed is
frequently greatly overstated. 'Compare first two columns in Table 20.
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Table 20

FULL VALUATION AND ASSESSED VALUATION PER ADA
T' DISTRICTS UNDER TIFF 6 PERCENT RU1Y:

FY 1060

DiA trial

Full Value

per ADA

Full Value

per ADA

(census)

Assessed

Value
per ADA

Birmingham, Ala. 367,100 $117,100 $111,300

Angeles, Calif. 45,900 5.1,400 11,100
Oakland, Calif. 41,900 62,700 11.300
San Francisco, Calif. 67,000 139;800 16,500

Denver, Colo. 0,500 53,000 15,000
Dade Co. , Fla. 29,100 32,400 13,700
Atlanta, On. 30,500 69,300 12,300
Hawaii 19,900 97,100 13,900
Chicag6. 57,200 72,500 25,700
Indianapolis, Ind. 40,600 43,200 9,200
Des Moines, Iowa 26,900 20,300 5,700
LouisviLle, Ky_ 39,100 __ _ 13,500

Orloanf Parish, La. 7,600 48,600 19,100
Baltiar)re, Md. 33,600 31,700 21,100
Heaton, Mass. 28,500 54,000 18,700
Detroit, Mich. 390400 46,000 19,700
Minneapolis, Minn. 48,500 64,500 6,500
St. Piul, Minn. 59,200 73,000 6,600
Kansas City, Mo. 52,500 51,200 13,400
St. Louis, Mo. 53,700 54,300 19,300
Newark; N.J.- 25;400 27,100 12,100
Buffalo, N.Y. 36,600 67,100 111,300

New York City, N.Y. 35,200 61,200 29,000
Rocrester, N.Y. 40,400 47,000 18,600
Akron, Ohio 45,800 17,300 10,600
Cincinnati, Ohio _0900 59,900 25.900
Cleveland, Ohio 58,800 69,300 24,500
Columbus, Ohio 47,00 46,100 17,300
Toledo, Ohio 53,200 53,200 20,400
Portland, Ore. 32,100 0,500 12,900
Philadelphia, Pa. 27,000 32,000 18,500
Pittsburgh, Pa. 35,200 54,000 19,300
Providence, R.I. 580000 53,900 38,700
Memphis, Tenn. 17,000 20,300 8,800
Dallas, Texas 6,400 46,400 20,900
Houston, Texas 45,800 45;800 14;700
Salt Lake City, Utah 28,300 46,900 7,100
Seattle, Wash. 60,100 67,600 9,400
Milwaukee, Wis. 42,900 46,500 22,500

Source: R. Thomas James, unpublished da
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Many factors, in addition to local revenues fr'(rttt other ssrttIe es, tend

to reduce the dusirability of using property valuation as an
index to a school district's financial abilitv. Chief among these ape:

(1) the differential demandsofother local governmental units upon the
same tax base. (2) restrietion on a diqtpiet's neees Lo local revenue

(doi iled from the property tax base or elsewhere), and (3) differential
access t i revenues from other than local sources. For the large cities
falling under the 65 eligibility requirement Inn P. L. 874 funds, all three

those factors tend to reduce their abilities relative to other dis-
tricts,

Demands by municipal and other local government agencies are
i'en-

ir'ally higher in large cities than in suburban or other areas and this

tends Co reduce the amount of funds available to school districts from
taxes on real and personal property. For example, a recent stitch' of
school financing in Pennsylvania found -nit only ;30 cif local funds raised
from ation in Philadelphia and P1 t'Lsburgh wont to the school districts

_r these two large cities, whereas 70% of the local funds in suburban
st class townships wont to the public schools of these areas, Because

of this, the effective property value p, r pupil available for school taxes

itslarge ties was considerably below that of suburban areas, even though

market values of properties were higher in the large cities, (Sec

Table 21.)

Access to local revenue from property and other taxes usually more

restrictive in large city districts than in others, and in many states, a
completely separate body of laws applies only to large school districts--
frequently the one or two largest in the state. In rI of the 14 largest

city school districts,t for example, res_ '-:ions on tax levies are more
severe than those applicable smaller districts within the state. In

some cities, local school boards have virtually no authority to control
school revenues, and any increase in property taxes requires approval by
the state legislature. in contrast, local school boards in smaller dis-

tricts within the same states have much greater latitude in raising reve-
nue without action by state legislatures.

* Necessary expenditures for health and welfare services, public safety
and traffic control, street maintenance, parks and playgrounds, museums
and libraries, and other municipal services are generally much higher
in large cities than in other areas.

t Boston, Buffalo, Chicago, Houston, Milwurrl eu, Now tole City, Phila-

delphia, Pittsburgh, and St. Louis.
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laid L1 21

V16CAL DATA FOR PENNSMANIA SCHOOk DISTRICT OPERATIONS
FY 1062

Median Market
8eh001

01Strlet
Elfeetive

Medtan SL ate
Property

VJlue Taxable Tax A Subsidy
Available

'Zeal Property NrCuIll of
for Schoo l

pt,,i- Pupil

per Pupil (K-12) Total Mun lei-

pal Tax
Ti,N in, r Pupil

(less capital)

Urb,in, excl. Phfladolphia,

Pittsburgh. and Scranton $18,08U 53':, $ 9225.39 $151

Snhurhan boroughs 15,287 61 9,325.07 162

Rural boroughs 10,418 59 6161.32 200

Suhurhan first class
iownships 18,136 70 12,709.20 150

Rural first, class

townships 12,135 66 8,009.10 188

Suburban second elaSs
townships 12,197 71 8,65987 '210

ItUr.,1 second class

townshlps 7,730 73 5,612.90 256

Coal region districts 14,522 61 8,858.42 210

PhilaLlelphia 23,333 JO 6.999.30 139

Pittsburgh 28,911 JO 8,6'73.30 99

Scranton 13,610 39 6,067.90 139

Source: University of Pennsylvania, Fels Institute of Local and SiatL Government, Special

Edhcation and Fiscal Re-nirements of Urban School Districts in Penns vtinia, 10131 .



A much smaller share of total revenues in lrge districts is derived
=1 sources than is the case in smaller districts. During

FY 1960, the districts falling under the t rule derived 71% of their
total revenues from local funds. In comparison, a sample of over 5,000
ether school districts with a total ADA of 16.4 million pupils, derived
59% of their total revenues from local sources. State aid programs in
most states return a smaller share to largo districts than to small dis-
tricts; the 6% requirement in P.L. 87A also restricts the share (d7 federal
frrrrcls pain Lc> large districts.

'crsl:s of E ucation in Large Scheel Districts

Table shows several measures of oduca inal cos is for a sample of
n re than 5,000 small districts (including these with more than 35,000 ADA
but which do not fall under the G% rule) and all large districts for the
FY 1960. Except for transportation expenses (which ore often reimbursed
with sta E.._ aid funds), expenditures were 20-40% higher in large districts
in evev category of comparison. Table 23 also show total expenditureS
and expenditures front local sources per classroom unit for most of the
larp-e districts compared with state averages (excluding the large dis-
tricts) for the states in which these districts are located. Substan-
tially greater expenditures by the large districts are apparent. The
financial abilities of these large districts are, therefore, considerably
restricted, in comparison with smaller districts, because of differential
costs of education.

Dem ti_n in Lari Districts

Demands on large districts for educational services might be consid-
in two parts; (I) total demand, which is related to the number or

pupils that must be educated at public expense, and (2) differential
demand which is related to the= type of pupils that must be educated.

Table 24 lists the average daily membe (ADM) of 14 of the
largest city school districts for FY's 1950 and 1963. From these data it
is evident that. increasing demands in terms of numbers of pupils to be
educated are being placed on the large districts; all 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 porportien of
school age children was enrolled in school, but a significantly smaller
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Table 22

SELECTED EXPENDITURES, LARGE AND SMALL DISTRICTS
FY 1960

Expenditure

All Largo Sample of Large Districts
Districts 5,000 Other as Percent of
(6% rule) Districts Small Districts

Instruction cOStS/ADA

Transportntion ,-nStS/ADA

Total cost/ADA

Average Salary

$ 298,01 ';; 247.97

Elementary teachers

Secondary touchers

Total cost/classroom unit

3 49 11.80

409,86

5 573 11

6,039.22

9,953,98

330,07

1,010 70

133,20

7,492.27

120,(Z

"9.6

124,2

137.9

136 2

132.9

Sources; U.S. Office of Education, Statistics of Local Public School
Systems for the Scho ©l Yoar 1959-1960, StanCovd Research
Institute.
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Table 23

TOTAL EXPEADITURES AND EXPENDITURES FROM LOCAL SOURCES
PER CLASSROOM UNIT IN SELECTED STATES AND LARGE DISTRICTS

FY 1960

District

)1st-1 lt k:xpenditnros Stdte Expenditures.

Total Local

Local

As a 7,,

of Total

Staid

11.1.1 Local

Local

AN N 7,

..f Total

Birmingham $ 9,530 $ 2,272 41% Alabama $ 4,169 $1,042 25.7,

1.1e, Angeles 0,692 0,C,78 60
Oakland 11,440 7,030 60 California 9,177 5.347 56
Son Francisco 10.818 7,550 711

Denver 10,491 0,384 HU Colorado 8,053 5.030 70

Washington, D.C. 10,642 0,297 87 District of Colialibia 10,643 9,297 87

Atlanta 6.671 4,670 70 Georgia 4,366 1,336 29

Chicago 10,974 8,570 78 Illinois 7,994 6,446 81

Indianattu)t, 0,403 9,305 98 Indiana 7.041 5,142 73

Louisville 7,148 5;104 71 Kentucky 3,839 1,864 49

Nuw Orleans 8,202 3,438 42 Louisiana 7,126 2,052 20

paltimoro 9,304 0.714 72 Maryland 7,855 4,621 50

Boston 0,690 8,079 01 Massachusetts 7,966 6,764 85

Detroit 10,587 60034 65 Michigan 7,819 4,54a 58

Minneapolis 11,058 8,184 74
Minnesota 7,692 4,489 58St. Paul 10,025 70395 70

Kansas City 10,152 7,807 77
Missouri 6,071 3,067 ClSt, 1,u15 9,647 7,075 7a

N,wark 11,114 uraie A4 New JQrst2y 0,594 7,553 78

Buffal, 11,421 7,18ti s3
New York City 12,213 8.4f,t 69 New York 11.321 5,888 52
Rochester 14,000 100343 71

Cineinuati 10,483 8,500 81

Cleveland 9,747 7,802 81
Ohio 6,703 4,899 73Columbus 8,273 5,300 77

Toledo 0,657 7,000 79

Portland 30,444 7,906 75 Oregon 8,080 0,124 70

Philadelphia 9,662 6,393 66
Pittsburgh 9,670 7,641 77

Pennsylvania 7,749 4,261 60

Mdmphis 5,521 2,017 55 750110800 .1,413 1,583 36
Dallas 6,855 4.485 65

Texas* 6,282 2,930 47Houston 7,104 4.576 64

Seattle 9,390 5,013 53 Washington 8,136 2,070 36

Milwaukee 9,506 8,342 87 Wiscona1n 7.057 0,199 79

Hawaii 7,593 1,350 18 Hawaii 7,393 1,350 78

Data for status exclude eltlds listed,

Data for hong Beach and San Diego also ex luded from state figueds,
Data for Fort worth and San Antonio also 4xeluded from State figurun,

Source: F. W. Harrison and E. P. Moloonc, unpUblisiled tabulation, April 22, 1965,
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Table 24

PUBLIC SCHOOL hf MBERSHIP

OF FOURTEEN SELECTED LARGE CITY SCHOOL DISTRICTS
195() and 1963*

City

Baltimore

Boston

Buffalo

Chicago
Cleveland

Detroit

Houston

Los Angeles

Milwaukee
New York City
Philadelphia

Pittsburgh

St. Louis
Washington, D.C.

Total 14 cities

1950 1963

Percent

Increase
1950-63

118,087 185,498 57%

91,577 94,578 3

65,565 73,228 12

336,377 536,163 46

99,686 150,474 51

232,230 294,527 27

95,757 205,155 114

310,550 589,5174' 901-

69,163 115,819 68

879,315 1,046,523 19

216,610 271,370 25

69,189 77,531 12

87,600 112,365 28

93,631 137,718 47

2,765,337 3,890 466 49

t Increase is partially the result of

district consolidations.

As of approximately October 1.

tions and school

Source: Research Council of the Great Cities Program for School

Improvement.
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proport ion was enrolled in public sell( u15 compared with the national
average. Particularly significant are the lessor numbers of children
enrolled in public schools; largo parochial school enrollment (mostly
Catholic) tE primarily responsible For the reduced demand for oducational
services
States. rle

public schools of mo of the large cities of the United
a would indicate that somewhat lesser demands are placed

on school districts in large cities in terms of pupils per capita relative
to the rest of the country.

However, while demands in terms of pupils per capita are somewhat
smaller in largo cities, the differential demands in terms of the type of
pupil to be educated are significantly larger, A recent study or scores
on achievement tests of sixth grade pupils in Pennsylvania revealed star
tlinglv significant differences between the large cities and other areas
within the state (Table 25),

Table 5

PERCENT OF SIXTH GRADE PUPILS TN PENNSYLVANIA ACHIEVING

ONE-HALF GRADE LEVEL OR MORE BELOW ESTABLISHED NORMS
1963

School Districts
Percent of

State ADM

Percent in
Low Achieving

Group

Percent

Total Low

Achievers in State

Philadelphia 12 2 % 40.7% 40.3%

19 cit t =_I- (incl. Phi la j 9ff 1 36.6 6.

Suburban districts 49,11 2 0 8.0

Rural district: 25 s 12.4 90.

clt°ze. Fels 1nstitiile of Local and State Government, Special Education

and Fiscal Requ-ireiiiont3 of Urban School Districts in p--LErlyIvania,
1964.

Census of Population 1960.
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In thu schools of the 19 cities were 255 of thu ADM but 667 of the low
Li chieving pupils; suburban school districts had 49% of the ADM but only

of the low achieving pupils. In Philadelphia, the percentage of low
achievers was more than throo Limos the city's percentage of state ADM,

Increasingly, low achievement pupils (through their parents, local,
and national citizens gr)ups, and other interted agencies, hicluding
the federal government) pro making increased demands on the schools which
result in broadened programs and increased expenditures. Foremost among

those programs most of whiCh have been devolopod during the past ten
years, i.e., since the inauguration of school aid to federally affected
arcas) arc the "componsalory" educational programs designed to compensate

for students' deficiencies hy providing extra remedial teachers, reducing
class Si7OS, introducing pro-kindergarten classes, and providing addi-
tional guidance services, teacher aides, special Leaching oluipment, and

improved school facilities for low achieving students. The -;

demands for such programs aro in the large urban school districts. and

many have responded by instituting a variety of programs, 1113 1=1V or them

requiring substantial expenditures, Few state aid programs reimburse

districts for the additional per pupil costs associated with compensatory
educational services.*

A second major area in which largo cities experience increased demands

for educational Sery ices, compared with other school districts, is voca-

tional and technical education. Most large cities have a disproportion-

ately high percentage or students enrolled in vocational, irnde, and tech-
nical schools compared with other school districts in their states.

(Table 26.) During FY 1963, the average cost of educating a student in

an academic high school in selected major citie was $5+1.97, but the

average cost of educating a student in a trade or vocational school was

$737.00. This 35% Co5L differential, rarely taken Into account in state
aid formulas, represents a significant differential oNnense to large city
school districts to meet educational demands that aro not experienced to

the same degree by either school districts.

A third area of additional educational demands placed on many or the
large city school districts results from the significantly larger per-
centages in these cities of rovoign-born and linguistic minority peoples

Several federal assistance program5 are beginnina' to supplement local

effort in this area: e.g., War on Poverty, Vocational Education, Man-

power Retraining programs. In the future, assistance through the
Elementary and Secondary Education Act. of 1965 will he of great sig-

nificance-
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Tabl- 9

TOTAL ENROLLMENT AND ENROLLMENT IN VOCATIONAL, TRADE,
AND TECHNICAL SCHOOLS, SELECTED LARGE CITIES

FY 1963

Litt'

Total Enrollment
Vocational,

Technical

Trade and
Schools

Percent PercentK-12 Enrollment
of State of Slate

Ii It imore 180.032 96. 3,254 100.0%

Bost n # 94,578 10.3 258

Buffalo 71,837 2v4 5,786 10.3

Chicagot 423,518 26.1 21,866 58.9

Cleveland 144,047 6.9 3,154 61.9

Detroit 292,104 16.3 : 805 96,4

Houston 185,639 8.4 --

Los Angeles 577,092 15.4 --

141ilwaukee* 115, 819 14.8 --

New York Cif: 1,027,426 34.9 4O 23 71,6

Philadelphia 64,290 12.2 _ 692 . 1.1,5

Pittsburgh 76.094 3.5 2,681 5.4

St. Lot s 108,059 , 1 345 67.6

Sate Francisco 94,162 2.5 --

FY 1964
F? 1962

Source: Research Council of the Great Cities Program for Sc
Improvement
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who require comparatively greater educational services. Citi7enship and

English classes for adults are provided by most large city school dis-

tricts, and spocial classes for public: school pupils are required where

language difficulties exist. The New York City public schools face uncsu-

ally difficult demands because of their almost 100,000 pupils who do not
speak English well enough to learn their school subjects through classes
Ii ught in English. For these pupils, English must be i.ught as a second
Innguage while attempting to help students progress as far as possible in
their other subjects. Som ethnic minority groups also resist formal
education in the schools in an effort to preserve particular traditions
and language; and special programs for tiese groups are sometimes required.

While the differential costs of these programs resulting from in-
creased demands in large city school districts are difficult to compare

with those of other school districts, they undoubtedly roach substantial
sums in many l-rge cities. The demands on large districts in terms of the

type or icluca nal services eeded, then, helps to balance.somewhat less-

ened demands due to smaller percentages or total students in the public

Evidence of Economies of Seale

Higher eligibility requirements or absorption rates for large school

clis could be justified if there were evidence of substantial econ-

omies of scale for suvh districts. Economies of scale would exist if

large school districts were able to provide at lower cost the same ser-

vices per pupil :ks smaller districts. However, no such scale economies

have been adequately demonstrated,

A recent study of previous investigations -r the relationship between
district size and unit costs concluded that:

the theoretical construct of economy of scale finds con-

5151 ent confirmation only among the very smallest districts.

In those studies that included larger school systems and muni-
cipalities, only one found supporting evidence of a size-cost
relationship through a larger segment of the size continuum."

Nels W. Hanson, Economy of in Education: An Analysis of the

Relationship Between District Size and Unit Costs in the Public
Schools, Dissertation, School of Education, Stanford University
(mimeo ), June 1963, p. 29,
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The same investigator then conducted his own study of economies cif scale
in ten states using multiple ren-vession analysis of school district size
and unit-cost residuals.* Conclusions wore then tentatively drawn that
economics of scale did exist In those states, with optimum size school
districts ranging from 20,000 ADA :n Nebraska to 160,000 ADA in New York.1'
These conclusions wove based upon correlation coefficients which were so
low and standard errors which wero so high that the conclusions drawn
are not merited by the analysis. Thus, on the basis or available evi-
dence, it must be conch:Med that there is no substantiated evidence or

economies of scale ecept among the very srm,liest. districts (below 300
ADA).

Financial Ability of Large Districts vs Small Districts

From the available data it must he concluded that while the assess-
able tax base is generally higher in large school districts than in
others, competing demands on local resources, relatively smaller reve-
nues from nonlocal SOUPCOS, higher costs, and inCreasing demands for

mom expensive programs substantially modify the abilities of large dis-
tricts to educate federally connected pupils. It would seem, thercfore,
that retention of the differential percentage requirement (6% vs 3%) to
establish entitlement under the P L 874 program is not justified. A
more equitable method of differentiating between school districts, if
desired, would be to develop a better measure of financial ability (based
on an analysis of the factors treated in this section) and apply it to
all school districts. The present distinetion between large and small
districts, based on a prewar measure of ADA (with slight modifications'
by the 1958 amendments) does not equitably separate those districts with
abilities to absorb or educate greater numbers (of percentage) of feder-
ally conneted pupils from those with abilities to absorb and educate
lesser numbers.,

Unit-cost -r"osiduals are the variations in cost per pupil that remain
after deducting the effects of socioeconomic characteristics of the

population and assessed value per Capita..
1' Ibid., pp, 50=52,
4= Ibid., Table 2 p, 44,
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Chapter 5

INFLUENCE OF FEDERAL CONNECTION ON LOCAL EFFORT

rocluel in

Of considerable importance in the evaluation of P.1. 871 lq the
determination of how the federal, activity has affected local effort to
provide education. Expenditures on education are the most available mea-
sure of effort, though qualitative evidence with regard to the nature of
the educational program, it aro also involved, The analysis in Chap-
ters 3 and d show that tho federal activity does create a burden on the

local school district. This contention has been primarily supported in

Chapter A by reference .(1) data at: a single point in time. More dramatic

evidence is provided by analysis over time, showing for a single district
how the arrival of a federal facility and the increase in federally con-
nected ADA influences the various measures of financial effort.

To the extent possible we wish to distinguish between effects on

ability to provide education and the voluntary effort made by the com-
munity. Tcehnieally, we may split local expenditures into two compo-
nents: (1) the tax base--gonevally, assessed property value; and (2) the
tax effort, the tax rate applied to the base. HI,egal restrictions and
requirements, lags and inconsistencies in assessment practice, etc., make

such rigorous division inappropriate for evoss-sect.ional analysis, Never-

theless, for any one cemmunity, impacts on Lax base and tax rate may be
analyzed separately to some extent. The changes in assesSed value caused
by federal connection reflect the differences in assessed value per pupil
Co v federally and nonfedorallv connected families, Thus, the arrival of

a large number of 3(a) pupils will be expected to depress immedirr.ely the

tax base on a per pupil basis. The response of the community will be indi-

cated by the way in which it alters the tax rates to accommodate the change
in tax base. It can then be determined if state aid and federal entitle-
ments sufficiently complement local effort to -relieve the burden of fc,A-

ural impact.

Analysis over time is also essential to discern the length of time
over which the federal impact has a depressing effect on tax ability, and
to discern if the federal activity generates a change in attitudes that
affect tax effort,
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These analyses were conducted for 85 heavily impacted distriet.s in
the state of California in the period 1057=64; the results are presented
in the following section of this chapter.

One difficulty with time series analysis is that the impact of that
which you wish to measure cannot readily be isolated from other' events
occurring in the district, Federal impact can be partially isolated by
grouping districts, and by attempting to determine what specific other
events are affecting the variables. Nevertheless, the problem of impact
idonlification remains. One technique for measuring impact is to hold
other events constant by the use of multiple regression. In this tech-
nique, the impact variable (i.e., the proportion of federal AI/1), is intro-
duced into an equation with other variables representing the socioeconomic
characteristics of the area; the dependent variable is local expenditures
on education (local ability and effort combined) The sign and size of the
coefficient of the impact variable represent the direction and magni tucle of
the net impact of federal activity on local spending, This analysis was
conducted for 16 states, the results of which are pre imted in a later sec-

of this chapter.

Impact

readily be identified by statistical techniques both because these impacts
are not likely to be major, except

on school programs , student performance and the like cannot

where the Federal activity has been
placed in an area with population significantly different in social char-
acteristics from those of the federal employees, and because federal impact
is relatively small in most entitled districts (72% of entitled districts
hadhacf entitl ements less than 1O of their current expenses of education)

. tt

study which attempted to meaStiril, statistically the difference in school
programs and educational achievement in SOC high schools is provided in
Appendix G In addition, discernible impacts of a qualitative nature in
the five case studies reported in Volume II are discussed in
tion of this ter.

later see-

Impact on CaliFornia School Districts or
Federal Payments under P. ice,

The analysis of the impact on California school districts of federal
payments under P,L. 871 was designed to complement the information, I a l-

ing to it largo number or school districts, that was analyz..ed on a nation-
wide bas is for one point in time and infoll' ion, ct tiering a 10-year per-
iod in conside T:a° depth, that was developed for five ease study districts
The study was confined to California because: (1) the state is the largest
recipient of P. I,. 874 funds in -the nation; (2) all typos QC federal impact
and chimp: eh federal impact are represented; (3) problems district

Dy Ernest C. Uarvey
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comparability are less critical than for a multistate study; (4) consider-
able data on school districts of both a fiscal end ronfiscal character are
available from a recent SRI study on school district financing; and (5) the

time nnd cost associated with data collection are minimized by using the
Institute's home state.

Method of Approach

The approach employed involved developing data on recent trends of
variables reflecting local financial capacity, effort, and performance
for a sufficient number of federally affected school districts to permit
generalizations to be made concerning the impact on school district opera-
tions of changes in enrollment attributable to federal activities. Dis-

tricts selected for analysis included all elementary districts of 100 or
more average daily attendance (ADA) entitled to federal funds, under
P.L. 874, equal to 10% or more of current expense of education and all
high school and unified districts receiving federal funds equal to 5% or
more of current expense of education. This method of screening districts
resulted in the selection of 46 elementary districts, 27 high school dis-
tricts, and 12 unified districts that were widely distributed within the

state.

Since the time and cost constraints imposed on this study did not
permit detailed analysis of each of the 85 districts selected, major
emphasis was placed an assessed value, revenues obtained from local

sources, and current expense of education, as indicators of local capa-
city, local effort, and local performance. Data were collected for these
variables for the fiscal years 1957-63; information for the same period
was also developed on total ADA, Section 3(n) and 3(b) ADA, federal enti-
tlement, tax rates , and state apportionments.*

Since the primary purpose of the study wns to evaluate changes in
district operations over time relative to an acceptable norm, the major
variables were expressed on a per ADA basis and compared with the appro-
priate state averages, The state averages for all districts were used as
norms in the analysis of unified districts. For elementary and high school
districts, averages for all elementary schools and all high schools, exclu-
sive in both cases of Los Angeles City, were employed. The Los Angeles
City districts were excluded from the statewide norms because they tended
to dominate the averages and because they became a unified district as of
fiscal year 1962, causing significant shifts in the averages.

Data sources employed were: State Controller, Annual Report of Finan-
cial Transactions Concerning School Districts in California, fiscal

years 1956-57 to 1962-63; and Federal Office of Education', unpublished
records maintained by the Division of School Assistance.
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Ideally, assessed value data employed in the study should have been
actualized to eliminate the effect of varying ratios of assessed to full
value--both over time and among districts. However, sufficient data were
not available to permit an adequate adjustment to be made. Furthermore,
analysis of available data indicated that, for most districts, basic trend
relationships would not be affected by such an adjustment. This is s-

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 high school maintained by a high school district but
whose attendance is credited to an elementary school for federal entitle-

merit purposes, were included in the ADA of the elementary 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 arc discussed in
Appendix F.*

ihg the period for which analysis was undertakemi--l957-63--Cali-
fornia experienced rapid growth in population and economic activity. All
governmbntal functions were affected by this growth, but the pressures on

the public school system were both large and widespread. Federal govern-
ment activities or activities induced by the federal government also in-
creased during the period, and enrollment in the schools attributable to

these activities grew rapidly. However, growth in enrollment has been
characteristic of most school districts in the state, whether or not as-
sociated with federal activity. The specific impact of federal activities,
therefore, is difficult to identify.

To develop a basis for analyzing the impact of changing federal en-
titlement, the school districts selected for study were grouped according
to the magnitude and direction of the change occurring in the percentage
of federal to total ADA.t 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 pupils.

t The terms "federal ADA" and entitled ADA will e used interchangeably
in this study. It is recognized that in some school districts a per-
tion of the ADA may be federal but not entitled; where a total includ-
ing such nonentitied ADA is discussed, the term "gross federal ADA"
will be employed.
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changes in federal ADA were placed in a category to be called Case I.
Other districts were classified as follows: those experiencing an in-

crease during the study period in percent of federal to total ADA

(Case II); and those experiencing a relative decrease in federal ADA

(Case III) . School districts where the proportion of federal ADA re-
mained approximately constant during the period Or where erratic changes
in ADA, assessed value per ADA, or expenditures per ADA occurred, could
not be classified in this way and were treated separately for discussion

purposeS. Tile results of this analysis are presented in the following

section,

Analysis of Federal Impact

A sudden and substantial change in federal ADA (Case I) shc:uld have

an immediate impact on assessed value per ADA (henceforth referred to as

V/N) and on local revenues per ADA (henceforth referred to as L/N).* If

federal and state payments react adequately to this change, current ex-
penditures per ADA (henceforth referred to as C/N) should not be affected.

On the other hand , the impact of a more gradual change in federal
A1)A may he overshadowed by the impacts of other factors influencing a

given school district. In general , a depressing effect on V/N can be

expected if the proportion of federal ADA increases over time (Case II).
Similarly, V/N can be expected to increase if the proportion of entitled

ADA decreases (Case III). However, the magnitude of these effects will
vary substantially according to the relative importance of the federal

A1)A, the ratio of Section 3(a) to total federal ADA, the rate of change

in entitled ADA, the rate of change in nonfederal ADA, the growth in
nonresidential assessed valuation, and other factors. Furthermore, there

will be departures from the expected pattern if substantial changes, not
related to Fec.L.ral activity, oceur.

Case I Districts

Districts classified as Case I are listed in 'fable 27. They include

five elementary rust nets and one unified district. Data developed for

Wheatland Elementary District and Mojave Unified District are discussed
first because they illustrate the impact of a sudden and substantial in-
crease and a sudden and substantial decrease, respeeLively,_in federal ADA. -

Local effort was defined, for the purposes of this analysis, as school
district taxes plus other local income, including that received from
the county in which the district is located.
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In Wheatland Elementary District. Yuba County, federal ADA increased
from zero in 1957 to 1,505 in 1963, Nonfederal ADA increased but slightly
and as a result, federal as a proportion of total ADA increased from zero
to 85%. Section 3(a) ADA alone inc eased from zero in 1959 to 82% of
total in 1963.

The immediate effect of this change in ADA, particularly the increase
in Section 3(a) ADA, was a sharp decline in V/N relative to average V/N
for the state *

(Chart 1 and Table 28), As would be expected, L/N rela-
tive to the.state average followed a similar pattern. On the other hand,
C/N continued the decline that was already under way in 1057-59, but sta-
bilized at about 80% of the state average.

The substantial decline in local capacity to meet the cost of educa-
tion was offset by increased state apportionments and federal entitlement.
The former increased from $118 per ADA in 1959 to $220 per ADA in 1963;
federal entitlement increased from $13 to $177 per ADA during the same
period. No change in tax effort was required during the period; the
general purpose rate remained at 90 cents per 8100 assessed value and
other school tax rates varied between 11 and 17 cents.

Changes occurring in Mojave,Unified District in Kern County illus-
trate the impact of a sudden. and substantial decrease in federal entitle-
ment (Chart 2 and Table 29). Entitled Section 3 ADA decreased from 39 to
155 of total ADA during the period 1957-63. Section 3(a) ADA, which con-
stituted 11% of total in 1957, decreased to zero in 1960. As a result.
V/N increased sharply between 1958 and 1960. Between 1960 and 1963, the
rate of increase in V/N was about the same as for the state as a whole;
during this period federal ADA remained relatively constant. As in the
case of Wheatland Elementary School, L/N, relative to the state average,
followed about the same pattern as V/N. There was a relative increase in
C/N during the period in spite of a reduction in both federal on
and .state apportionments. The increase in assessed value per ADA permitted
a declining tax rate between 1957 and 1960. How-ever, higher tax rates
were required in 1961 and 1962 to permit C/N to keep pace wiUt the state
average.

As indicated above, the statewide average is for all districts in the
case of unified districts; for all elementary districts excluding Los
Angeles in the case of elementary schools; and for all high school dis-
tricts excluding Los Angeles in the case of high schools.
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In Central Elementary District, Kings County (Chart 3 and Table 30)
,

federal ADA increased from zero to 102 over the period 1957-61= and jumped
to 829 in 1962 and 1,233 in 1963. A declining V/N accompanied the initial
growth in federal ADA followed by a sharp drop because of the large in-
creases in ADA in 1962 and 1963. As in the case of the districts ana-
lyzed above, L/N followed the pattern of V/N. With a declining V/N during
the period 1957-62, income was insufficient to meet expenditures without
an increase in the tax rate. However, the increased federal 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 statewide average drifted downward during 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. The
immediate impact of the 1959 increase was a sharp drop in V/N. This de-
cline was partially recovered in 1961 as a result or a large increase in
assessed value clue to a reassessment and to an adjustment in the ratio of
assessed to full value used by local assessors. Local effort per ADA
experienced the same drop from 1958 to 1959 as occurred in assessed value.
However, the ratio fluctuated for th.e. remainder of the period due to
changes in tax rates. The tax rate was -cut in half in 19613-nssociated
with the large increase in assessed value, a high state apportionment,*
and a substantial federal payment. The 1962 inerease in tax rate was
required to offset the decline in state apportionment. Relative to the
state average, C/N declined, 1957-59, but increased for the .remainder of
the period. The increase reflected the same combination of circumstances
discussed above.

In Pleasant Valley School District, Ventura County (Chart 5 and
Table 32), federal ADA increased from 157 to 233 between 1957 and 1959,
to 497 in 1960, and to 865 in 1963. Again, the'impact on V/N is clearly
discernible--a sharp drop in 1960 and a continuous decline thereafter.
The rate of decrease in assessed-value per ADA was somewhat slowed between
1960 and 1961 because of an increase in c _ verall assessed value. This in-
crease, as in the case of Ocean View, was the result of reappraisals and
a shift in the ratio of assessed to full used y local assessors.

Since the state apportionment for a given year is based on assessed
value data for the preceding year, the 1901 increase in assessed value
did not affect the state apportionment for that year.
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Since tax rates were mainiained at approximately the same level fey most
of the period, the relative decline in L/N was simalar to that or V/N.
Although C/N tended to increase during the period, the increase was loss
rapid than statewide; C/N, therefore, declined relative to the state in
spite of increases in federal entitlement and state apportionments.

Federal ADA in San Miguel Joint Union School District (Chart. 6 and
Table 33) fluctuated rather widely during the period , although the num-
bers were relatively small (range i 29 to 78), Total ADA in the school
district was also small and the impact was immediately noticable. Thus,
although assessed value increased qu'iLe slowly over-the period, fluctua-
tions in ADA resulted in marked fluctuations in V/N. In general, local
effort fluctuated in the same way as V/N, in spite of fluctuations in the
tax rate. Current expense per ADA also fluctuated but tended to move up-
ward during the period. In general, both federal payments and stato appor-
tionments followed the fluctuations in V/N. As indicated earlier,,there
is a one-year lag in the response of the sLaLe apportionment Lo a change
in V/N.

Case IT Districts

Districts classified as Case II--those with a steadily increasing
proportion of federal enrollment--in which V/N declined relative to the
state average during the period 1957-63 are listed in Table 31

. Ol the
22 districts. 9 are elementary, 12 are high school, and one 11;N:i...mified,

Districts classified as Case II in which V/N increased relative to the-

state averageexceptions to the expected trend--nro listed in Table 35.
There are 5 elementary, 6 high school, and 2 unified districts. Prior
to dascussing the general eharactera.sties of these two groups of districts,
an example of each group is analyzed to illustrate the factors responsible
for the differing trends.

Murata Unified District in Kern County ( Chart 7 and Table :36) illus-
trates changes that might be expected in districts in which the propor-
tion of federal ADA increased, During the period 1957-63 federal ADA
increased from 67 to 73% of total Most of this increase consisted of
Section 3(a) ADA which increased from 57 to 65% of total during the period.
Although district assessed value increased at about the same rate as in
the state as a whole, the MOrc rapid increase in ADA caused a decline in
MN as shown in the following tabulation:
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Ratio, 1963/1957
All

Muroc Districts

N 1.86 1.44

Nf 2.02 n.a.

V 1.54 1.53

V/N 0.83 1.06

As in the case of the districts discussed previously, 14/N followed
the same pattern as V/N. However, C/N relative to the state average
tended to increase over the period in spite of this decrease in local
capacity and a relatively small increase in tax rates. Both state appor-
tionments and federal entitlement increased on a per ADA basis during
the period to offset the relative decline in local effort.

In Alameda Unified District (Chart 8 and Table 37) V/N increased from
66 to 75% of the state average. This increase occurred in spite of an
increase in the proportion of federal ADA, from 32 to 35% of total ADA.
Section 3(a) ADA also increased from 5 to 7% of total. Except for the
1957-59 time period, when tax rates were increasing, the change in L/N
was similar to that of V/N.

Certain important differences between Alameda and ,Muroc districts
were responsible for the different trends in V /N, Alameda was relatively
stable in terms of total ADA--there was only a 2% increase during the
period as compared with an 86% increase in Muroc. Nonfederal ADA declined
in Alameda, partially offsetting the increase in federal ADA, whereas
nonfederal ADA increased in Muroc. Furthermore, Section 3(a) ADA consti-
tuted a small proportion of total in Alameda. Some of the increase in
assessed value resulted from the development, in 1962 of a filled area
not previously assessed; the development consisted of multiple units char-
acterized by relatively low ADA per household.

Districts in Which V/N Declined Relative to the StateSt cte ver a ge. Be-

cause the large number of districts involved 31 data are pre-
sented separately for elementary districts and for two groups of high
school districts. Data on the relative changes that occurred in V/N
during the period 1957-63 are presented in Charts, 9, 10, and 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 were characteristic of districts with relatively high V/N at the
bc- ginning of the period under review. This type of response to an increas-
ing ADA would be expected since districts with large V/N are typically
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characterized by large amounts of rural or unimproved land or by consider-
able assessed value derived front nonresidential proper ty. Any substantial
change in ADA would have a noticeable effect on V/N, especially if it was
accompanied primarily by residential growth, as would be the case with
federal impact,

Other variations in relative V/N were associated with changes in
assessed value not related to federal activities, to chungcs in the rate
at which the Proportion of federal to total ADA changed, and changes in
the mix of federal ADA. Table 38 contains summary data reflecting thesu
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, assessed value increased at a rate equal to or
greater than the state average. So also did total ADA, but typically at

a more rapid vate than assessed value, resulting in a declining V/N rela-
tive to the state average, Assessed value increased less rapidly in
Santa Maria and Monterey High school districts than for the state as a
whole, while total ADA increased more rapidly. In Moorpark Memorial,
assessed value actually declined during the period. Section 3(a) ADA was
important in Yermo Elementary and Monterey High school districts, increas-
ing from 15 to 7O of total in Yermo and from 11 to 20% in Monterey. In

Yermo district, nonfederal ADA declined while federal ADA nearly doubled.

Some of the changes not reflected in Table 38 are illustrated by the
trends in V/N for Hinkley, Orcutt, and Marina elementary districts
(Chart 9). In the case of qinkley Elementary District (San Bernardino
County), the downward movemunt in V/N was reversed in 1959 because of a

substantial increase in assessed value. Similarly, the sharp relative
decline in V/N in Orcutt Elementary School District (Santa Barbara County)
stopped because of large increases in assessed value occurring in 1961 and
again in 1963.. Again, in Marina Elementary District (Monterey County), an
increase in assessed value occurred in 1960, temporarily reversing the
downward movement of V/N relative to the state average. Frequently, these
shifts in assessed value resulted from reassessments or changes in the
assessment practices of local assessors.

Charts 12, 13, and 14 present data on trends in L/N relative to the
state average for the elementary and high schools discussed above. It

was noted in the discussion of Case .Pdistricts that L/N tended to lie
similar in trend to V/N. Although this tendency is evident for many of
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the districts for which data are presented in Charts 12, 13, and 14,

there are exceptions.*

These exceptions are a reflection of changing tax rates in the dis-

tricts involved, generally to support an increasing cost of education.

In Browns Valley, for example, tax rate increased from $0.81 to $1.36

between 1958 and 1959, and remained relatively constant thereaf ter. The

effect was a jump in relative L/N in fiscal year 1959, followed by a de-

cline during the period 1959-63. In Yevmo Elementary District the tax

rate increased in 1958, decreased in 1959, increased in 1960, decreased

in 1961, and increased again in 1963. The result of changing tax rates

of this type, combined with a declining assessed value pvr ADA, was sharp

fluctuations in local effort per ADA. In Santa Ynez high School District

the tax rate increased From $1.15 to $1,51 in 1961, tending to offset the

effect of the downward trend in V/N. The rates were increased in 1960

and 1962 in Merced High School District, primarily to support an increased

level of expenditure in the face of declining V/N. It should by pointed

out that largo tax increases typically occur at irregular intervals,

depending upon the requirements of individual school districts. The aver-

age for the state, however, combines changes taking place at different

points in time in different districts and Lends to show 'a more gradual

trend.

Charts 15, 16, and 17 present data on trends in C/N relative to the

state average for the districts analyzed above. Several observations can

be made from perusal of these charts: (1) there is much less variation,

relative to the state average, in C/N than in V/N 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 a tendency for districts to approach the

state average in terms of C/N.

The extent to which an increasing proportion of Section 3 ADA affected

the trend in relative C/N cannot be ascertained from the data developed.

However, analysis of the information on receipts from local and state

Sources and on federal entitlements indicated that unless tax rates were

increased, overall receipts tended to decline on a per ADA basis in

Data are not shown for Monterey High School District because of organi-

zational changes that took place during the period. A grade span of

9-11 waS maintained between 1957 and 1960 when grades 7 and 8 were

added; grades 13 and 11 were dropped in 1962. Thome changes had a

substantial impact on L/N and are obviously not related to changes in

federal ADA.
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districts where as substantial decrease in V/N occurred, In other words,
increases in state and federal payments were not sufficient to offset
rapid declines in local capacity in districts with higi relative V/N at
the beginning of the period, This would be expected since federal entitle-
ment is based upon group rates and since state apportionments are designed
to provide a measure of equalization among districts.*

Districts in Which V/N Increased Relative to the State Average. Ala-
medn Unified District was used above as an illustration of an exception
to the expected trend for districts in which federal ADA increased as a
proportion of total ADA (Case 11 districts). One other unified district,
five elementary districts, and six high schools also experienced level 01'
increasing triaids,. despite an increasing proportion of federal ADA
(Fable 35),

Various in caused those exceptions le the expected trend.
In several districts, the increase in the proportion of federal ADA was
the result of a decline in nonfederal ADA Or of a less rapid increase in
nonfederal than in federal ADA, In sonic districts assessed value increased
primarily because of revaluation ot. Property, In others, economic
growth. and the

enrollment,
resulting assessed value, outpaced the increase in school

Sausalito ElementaryDistriet (Table :15) illustrates the combined
effect of several or these influences. Both federal and nonfederal ADA
declined during the period, the latter more rapidly than the former, At
the same time, assessed value inoreased rapidly, reflecting multiple unit
and high-priced single family residential development and expansion of
commercial activities catering to tourists and Ray Area visitors. The
combined effect of a declining total ADA and an increasing assessed value
was an increase in V/N from 60 to 112% of the state average,

In Victor Valley nigh School District V/N also increased rapidly--
from 118 to 177% of the state average, The factors responsible were a
revaluation of property, an organizational change resulting in less of
both ADA and assessed value to two newly formed unified districts, and
rapid OCODOMIC growth,

* Tlie tendency for C/N to decline over Lime, as ADA increases in districts
with relatively high C/N, hits been observed for districts that are not
federally affected, Frequently, this has resulted from a reduction of
instructionni cost per ADA assoointed with increasing pupil-leacher
ratios:
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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 noted for other Case II districts,

there was also a tendency for C/N to approach the state averages.'

Case III Districts

Districts clan; fied as Case so with a decreasing proportion

of federal enoliment--in which V/N increased relative to the state aver-

age are listed in Table 39. As indicated earlier, an creasing V/N would

beexpected whore the relative importance of federal enrollment is decreas-

ing. Case III districts in which V/N declined relative to the state aver-

ageexceptions to the expected trond--are listed in Table 10. Prior to

discussing the general trends characterizing these districts, detailed

data arc analyzed for districts illustrating each group.

In Pacific Grove Unified District (Chart. 18 and Table 41), there

an overall decline in federal ADA and an increase in nonfederal ADA dur-

ing the period, and federal as a proportion of total ADA decreased from

28 to 22%. Actually, federal ADA increased from 796 to 961 b-.tween 1957

and .1960 and decreased to 766'in 1963, The latter decrease resulted from

the development of housing at Fort Od--the pupils moving out became See-

tiOn 3(a) ADA in another district.

Assessed value also increased during the period as a result of growth

in the districtlargely residentialand reassessments that were made in

1960 and 1962. The 1962 reassessment was primarily responsible for the

large relative increase in V/N in fiscal year 1963. Some of the resi-

dential development consisted of multiple units with relatively small

ADA's per household,

Current expense of education retained its relative position between

1957 and 1962, The increase in 1963 resulted from a general upgrading of

salary levels. Consequently, local effort increased substantially between

1962 and 1963, a reflection of the increase both in assessed value per

ADA and in tax rates designed to moot increased costs of instruction.

The 1957-58 increase in L/N was also associated with an increase in the

tax rate. During the years 1958-6P, the tax rate tncrea od at about the

same rate as occurred statewide.

'1i was not true of Sausalito, where C/N increased from 119 to 138%

of the state average. Current expense of education i.ncincreased

during the period, but at a rate less than that characteristic of ele-

Mentary districts generally; sinco ADA.declined C/N increased rela-

tively,
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Coronndo Unified School District in San Diego County (Chnrt 19 and
Tnble 42) is illustrative of districts in which V/N declined in spite of
a declining proportion of federal to total ADA. This proportion declined
from 72 to 66% between 1957 and 1963, and is n i.efloction of a more rapid
incrense in nonfederal than in :federal ADA, not a decrease in federal ADA.

The district grew ns a residential area during the period and enroll-
ment in the schools increased more rapidly thou did overall growth in as-
sessed value. As a result, V/N declined in both absolute terms and rela-
tive to the state average.

In spite of nn increase in the tax rate in 1959 and again in 1962,
1,IN trended downward relative to the state average during the period.
Current expense of education per ADA declined relatively from 1957 to
1960, but recovered during the remainder pi .The period largely as a result
of increased state and federal payments

The examples. discussed above, are primarily illustrative. In districts
with similar charaeteristics, generally similnr responses to changes in
federal ADA would be expected. However, many other factors affect dis-
trict operntions, and considerable variation will be found among the dis-
tricts characterizing the California school system. Some of the bases
tor varied responses have airendy been indicated. In the following dis-
cussion recent. trends in other districts classified in Case will be
nnnlyzud to determine tho major factors influencing ihe impact or changes
in federal ADA.

Districts in Which V/N Increased Relative to the State Average,_-
Table 43 presents summary informntion on changes in total, nonfederal,
and federal ADA, and on assessed value for the districts listed in Table 39,
In all districts, assessed value increased more rapidly than Statewide and
more rapidly than ADA over the period 1957-63. Except for Hueneme and
Folsom districts, increases in federn1 ADA were relatively small; in four
districts, federal ADA declined.

In general, increases in assessed value reflected overall economic
growth in the nrens in which the school districts were located and rons-
sessments made from time to Lima. For example in Daggett Elementary
School District, V/N increased 320% during the period 1957-63. Substan-
tial increases in assessed value occurred in 1957 and 1961, in the former
yenr resulting from reassessment of property on a countywide basis and in
the latter from a combination of renssessmont and general economic growth,
Tel ADA increased slowly because of n decline in federal ADA- Another
cause of fluctuating ast,sed value is illustrated by Palmdale Elementary



District whore much of the assessed value base is in aircraft manufactur-

ing, and changes in assessed value are typically associated with the tax-

ability of the final product, Aircraft manufactured for foreign use is

taxable while that manufactured for the U.S. government is not. Because

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 tille.

Folsom Unified School District presents an interusting example of

rapid increases in V/N associated directly with federal actiyitios. Sec-

tion 3(n) ADA increased from 625 to 1,363 and Suction 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 Douglas. in spite or
the increases in entitled ADA, (he proportion of entitled to total ADA

declined from 55 to 43% during ,the period. because of the large increase

in nonontiLled ADA resulting from expanding operations at Aerojet and

Douglas. Much of the property at these two operations is taxable, and

commingled facility percentages are computed for bothcurrently 30% for
Aerbjet General and 17% for Douglas. Thus, in 19G3, gross federal ADA

was 5,507 as compared with an untitled ADA of 3,442. Local effort in

Folsom Unified District increased in a manner corresponding to the increase.

in assessed value per ADA. However, some tax incrow!es were required to

maintain C/N relative to the state average because of declines in the state

apportionment per ADA and federal entitlement per ADA.

Scueral characteristics noted for Case II dtstricts are also appli-

cable to the Case III districts listed in Tablc 39. These are wide

variation in V/N and L/N relative to the state average and over time;

limited variation in C/N relative to the state average and over time in

the case of most districts; more striking changes over time in districts

with high V/N at the beginning of the period than in districts with low

V/N; trends in L/N reflecting primarily the changes in IVC.

Districts in Which V/N Declined Relative Co the State Average. In

one elementary district and four unified districts V/N declined or remained

approximately stable relative to the state average, despite a decreasing

ratio of federal to total ADA. These districts were listed in Table 40.

The departure from the expected trend in San Jose district resulted

from a change in mix of federal ADA. Although federal as a proportion of

total ADA declined from 77 to 68%, Section 3(a) ADA increased from 25 to

60% of total,
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In San Diego, Coronado, And Novato districts nontedoral ADA increased
more rapidly than did redepal ADA during the period, rosulting in a de-
viining ratio of Federal to total ADA. 'ilie increase in nonfederal ramili.es.
h. causing assessed value incronsos or approximately the same marnitudc
as Section :i(b) families, resulted in a long term decline in V/N rotative
to the state averne,

Kiamoth-Trinity Unified District in Humboldt County is unique, in
Hutt an Indian resovntion 1 5 111VnIV(.:(1. Families centributinu to federal
ADAeither Indians, or whites renting from Indianslive on Federal land.
There Arti alSO some rOnl!N1 service families. Assussed value is based, to
a tarp- extent, upon standing timbor, and fluctuates From year to year
depending on the volume of economic activity. 'fax revenues vary according.
to whether Indians or an outside oporatin

, tits and sells lumher. In addi-
tion, land is tieing eonvorted trom toderal to private ownership; as titles
are cleared the land becomes taxable, but fluctuations occur in tho rate
at which such land becomes available for taxation, Net increase in as-
sessed value was only 5%, 1957-63,

cry Heavily Impacted Districts

In four elementary districts, entitled ADA constituted more than
of total Ouring the entire period 1957-63. Data tor 1963 ror these ills-
CriC ,S are presented in Table 41,

The wide range of V/Nfrom $519 to $18,993 per ADA in 1963--enased
a wide range in b/N--from $16 to SI85 per ADA, The range in C/N, as noted
for other distriets, is somewhat narrowerfrom $375 to $481 pct. ADA in
1963, The federal payment per ADA is influenced by the proportion of fed-
oral 1.0 total ADA and the ratio of Section 3(a) to total federal ADAChina
Lake, with NT/N 100% and N,i(1)/N

, 98,5%, recoived tho highest entitle-
mont per Al) A, Entitlements por ADA in the other districts differed
slightly because of variations in those two ratios.

The state payment is related to assessed value as adjusted to reflect
imputed assessod value attributable to Lice federal entitlement, The effect
of the preeedurc end p1 in California on these heavily impacted areas is
shown in Table 15, rn spite of widely differing net entitlements the in-
crements CO assessed value ore remarkably similar, because or the combined
effeet of t.1 and td, The ratio, ,10 Wta, reflects the proportion of fed-
eral funds offsetting equalization pnyments--it ranges from 13% in Chinn
Lake to in Herlong. The combined effect of assessed value and tax rote
differences was similar state oppOrtionments per :\1)A in San Joaquin,
Adelnnto, and Heriong, and a somewhat higher apportionment per ADA in
China Lalw.
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During the period 1957-62 V/N remained approximately constant rela-

tive to the state average in Herlong and China Lake but fluctuated in
San Joaquin and Adelanto. In San Joaquin assessed value doelined, 1957-59,

but increased in 1060 as a result of a general reassessment in Orange
County. There was also a reassessment in San Bernardino County,

Districts Without a Well-Delinei Trend in the Rat in ()

Federal Co Total ADA

In 1.1 elementary and 9 high school districts the ratio of federal to

total ADA remained relatively constant, or fluctuated in such a way that
no well-defined trends were evident (Table 16) . The proportion or federal

to total ADA varied widely among these districts, ranging from 26 to 591

in the case of elementary school districts, and from 20 to 14% in the case
of high schools, There were also wide variations in V/N, L/N, and C/N
relative to the state average, as indicated by the following tabulation

showing ratios for 1963

Range in Relative
Type of District V/N

Elementary
High School

.50-2.67

.50-1.57

1./N

.30-1.96

.66-1.9

C/N

.82=1.27

.71-1.28

Analysis of 1963 data indicated that there was no relationship between
the relative magnitude of V/N, L/N, or C/N aril the percent of federal Co
total ADA or between changes in these variables between 1957 and 1063 and

the proportion of federal ADA. The shifts that occurred in these vari-

ables, therefore, were associated primarily with influences other than

federal activity. As was true of districts analyzed in earlier sections,

variation in V/N and L/N was larger than in C/N.

Summary

California school districts selected fol' study included all elementary
districts of l00 or more ADA in which federal entitlement constituted 10% .

or more of total current expense of education at some time during the 1957-

63 time period, and all high school and unified districts in which federal

entitlement constituted 5% or more of total current expense. This screen-

ing process resulted in the selection of 55 districts-46 elementary, 27
high school, and 12 unifiecL
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These districts were widely distributed within the state and wore
characterized by large variations in assessed valuu pet, ADA, local revenues
por Al)?., and current. expense of education per ADA relative to the state
ayerage Tables 17 to 19 show Lhu distribution oi the selected districts
according to the relative magnitude of these variables in 1963. Fifty-
eight of the 85 districts, or 68%, wore characterized by assessed values
per Al)?. 1.:i than the state average, The d:stribution was similai with
respect_ to local revenue per ADA, torlectun the close. rolat[onshtp r)r.
local revenue and assossed Value. Howevor with respect Lo cUrronl eX-
p(!no or education per ADA, districts tended to 11i' I.l'n I o around the

state average. about 50% of the districts wire characterized by below
average current eNponsc per ADA 111 1963.

Low assessed values relative 1.0 thy statA, woro more charae-
teristic or elomontary and untflud distrIct than iii high school distriot:-i.
In loss than 50% of the high schp51 districts assessed value per ADA was
less than the state ayevago in 1D63, thO Pereo11lat.2,:o WaS 76% ror clomplarY
districts and 835 for untried districts,

To permit analysis to be made of the impact of: changes in redi.n.al

activities, the school distrits selected for study micro grouped according
to the magnitude and direction of change in the proportion of federal to
total ADA dui- rig the period, 1_957-63, Table 5(1 shows the various groupings
employed and the number of elementary, high school and unified districts
classified in each.

In 93 of the 85 districts included in the study, there was no wc11-
defined trend in the proportion of federal to Lot al ADA. Changes occurring
II'] thesu districts -rusUlted primartly from Influences other than shifts in
focHo*al activity.

On the othur hand. in the 6 districts exporiencing sudden and sub-
stantial changes in federal activity. -immediate impacts were apparent.
In general, large dCcri_'aSes in assessed value pet' ADA and in local revenue
per ADA were associated with sudden and subst,-.ntial increases in the pro-
portion of federal ADA. The reverse was true where the proportion of
federal ADA declined sharply. However current expense per ADA typically
maintained its level relative to the state average because of compensatory
shtfts in federal entitlement and state apportionments,

Because of the rapid changes that have characterized the California
economy during the past decade many factors have influenced school dis-
trict operations, Frequently, the impact of a change 1i fc oval activity
was overshadowed by other influencos particularly when the change was
relatively small and occurred over a number of years. Thus, trends other
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than those implied by the change in relative federal ADA would be expected,

For example, in 35 districts there was an upward trend in federal entitle-

ment as a proportion of totni entitlement. The expected trend in assessed

value per ADA--a decline relative to the state average--occurred in 22 of

these districts; 13 were characterized by n reverse trend. Similarly, in

districts experiencing a downward trend in relative federal ADA, 12 were

consistent with expectations and 5 wore not.

Despite the exceptions noted above, several general conclusions can

be made on the basis of the frond analyses:

1. Except where special conditions existed, assessed value Fur ADA

relative to the state average tended to decline ns the proportion

of federal ADA increased, and tended to Increase as the propor-

tion declined.

2. The impact of changes in federal activities was more striking

whore the change in ADA consisted of Section 3(o) pupils than

where Section 3(b) or a mixture of Section 3(a) and 3(b) pupils

were involved:

3. The treodin local revenue per ADA relative to the .- a e average

tended to follow that of assessed value per ADA:

4. The rate of change in both variables was more rapid for districts

With high assessed values and local revenues per ADA relative

to the state average nt the beginninz of the study period than

[or those with averageor belOw average values.

5. Regardless of the impact of changing federal activity on local

revenues per ADA, general levels of current expense per ADA were

maintained, and the 'endency for district expenditures per ADA

tO approach the state average was characteristic of the districts

selected 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 1957-1963
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CHART 2

SELECTED VARIABLES AS RATIOS OF TOTALS FOR ALL DISTRICTS
MOJAVE UNIFIED DISTRICT
FISCAL YEARS 1957-1963
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CHART 3

SELECTED VARIABLES AS RATIOS OF TOTALS FOR ALL DISTRICTS
MUROC UNIFIED DISTRICT
FISCAL YEARS 1957-1963
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CHART 4

SELECTED VARIABLES AS RATIOS OF TOTALS FOR ALL DISTRICTS
ALAMEDA UNIFIED DISTRICT
FISCAL YEARS 1957H963

- -- ----.

CURRENT EXPENSE OF EDUCATION PER ADA

. ---

LOCAL REVENUE PER ADA

------

ASSESSED VALUE PER ADA

1957 58 59 60
FISCAL YEAR

137

61 62 1963



12

1.0

CHART 5

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 13 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 1957-1963
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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 1957-1963
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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 1957-1963
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CHART 12
DISTRICT ASSESSED VALUE PER ADA AS A RATIO OF TOTAL FOR ALL
HIGH SCHOOL DISTRICTS (Excluding Las 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 Los 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 Lo Angeles)
SELECTED HIGH SCHOOL DISTRICTS
FISCAL YEARS 1957-1963

MERCED

/ SAN BERNARDINO

LIVERMORE
NAPA

VACAVIL LE

_

19 57 58 59 60 61
FISCAL YEAR

149

62 63 1964



CHART 17

DISTRICT CURRENT EXPENSE OF EDUCATION 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 18
DISTRICT CURRENT EXPENSE OF EDUCATION PER ADA A 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 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

Di iict County,
SAFA

Number

Grade

Span

Elementary districts

Central Kings 931 K-8

San Niguel San Louis Obispo 117 K ®8

Ocean View Ventura 145 K-8

Pleasant Valley Ventura 232 K-S

Wheatland Yuba 189 K8

Unified district

Mojave ern 1 K-''
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Table

CALIFORNIA SCHOOL DISTRICTS CLASSIFIED AS CASE II

IN WHICH V/N DECLINED RELATIVE TO THE STATE

AVERAGE DURING TEE PERIOD OF

FISCAL YEARS 1957 THROUGH 1963

District Cc ay
SARA

Number

Grado

Span

EY 1963

-E] to tar- ditricLs

Atwater Merced 131 K-

Marina Monterey 80 K-8
Monterey City Monterey 1 K-6
American Canyon Napa 256 K-6
Browns Valley Napa 825 K-6
Hinkley Union San Bernardino 119 K-8
Yam° San Bernardino 88 K-S
Oreutt Union Santa Barbara 120 K-8
Vaca Valley ion Solano 90 K-8

High school districts

Amador Valley

Joint' Union Alame0a 203 0-19
Livermore joint Union Alameda 109 9-12
San Rafael City Marin 178 9-12
Merced Union Merced 303 9-12
Monterey Unit_ Monterey 6 . 7-12
Napa Union Napa 84 7-14
Tustin Union Orange 409 9-12
Sao Bernardino City San Bernardino 108 7-12
--nta Maria Joint Union Santa Barbara 928 9-12
Santa Ynez Valley Union Santa Barbara 326 9-12
Vacaville Union Solano 91 9 °12

Moorpark Memorial Union Ventura 226 9-12

Unified districts

Muod: Kern 505 K -19
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Table. 15

CALIFORNIA SCHOOL DISTRICTS CLASSIFIED AS CASE II
IN WHICH V/N INCREASED RELATIVE TO THE STATE

AVERAGE DURING TEE PERIOD OF

FISCAL YEARS 1957 THROUGH 1963

District County
SAFA

Number

Grade

Span

FY 1963

Elementary districts

Sausalito Marin 53 K-8

Arena Union Mendoci o 841 1=8

Winton Merced 613 K-S

Victor San Bernardino 86 K-6
Fairfield Solan'o 57 K-S

High s. _ 1 _ strict-

Roseville Joint Union Placer 281 9-12

Redlands Joint Union San Bernardino 143 7=12

Victor Valley Union San BernarAino 133 7-12

Oceanside-Carlsbad Union San Diego 40 9=12
Manteca Union San Jonquil 192 9-]2

Trinity County Trinity 294 9-12

Unified districts

Alameda city Alameda 35 K-12
Vista city San Diego 8 K-12

161.
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Table.

TJO OF 1963 TO 1957 VALUES FOR SELECTED VARIABLES

CASE II DISTRICTS IN WHICH V/N DECLINED

RELATIVE TO THE STATE AVERAGE DURING THE

PERIOD OF FISCAL YEARS 1957 THROUGH 1963

D stricts
To.

ADA

nfederal

ADA

et !on 3

ADA

Assessed
Value

Elementary sell() 1 dis-tricts

Iliml:ley' 1.8 1.8 2.-1 1.5
Browns Valley- 3_2 '-).9 4.3 2.0
Yormo 1.4 0-.6 1.9 1.4
Orcult*t 4.2 2,4 18.6 2 6
American Canyon* 1.6 1.5 2.0 1,7
Monterey 1.4 1.3 1.5 1.4
Vaca Va11e3,* 1.5 1.5 1.6 1.6
If:water 1.4 1.3 1.6 1.4
Marina* 5.9

_ ____
8.7 4.9

State average 1.3 I. a. n. 1l.

High school district.,,,

Santa Marja*T 2.1 1.6 12.,1 1.9
Sunta Ynez Valley 1.9 1.6 4.7 1.5
Amador Valley* 2.3 9 9 2.5 1,8
Moorpark Memorial* 1.4 1.3 2.5 0.8
San Rafael 3.0 2.8 4.2 2.0
Tustin 4.1 3.9 5.5 2.1
Merced 1.6 1.4 4.4 1.4
Monterey -2.0 1.7 .).5 1.3
Livermore* 2.6 9.0 3.5 1.7
Vacaville 2.1 1.9 2.5 1.5
San Bernardino* 1.8 1.7 9:1 1:5

1.9 1.7 2.3 1.6

State average 1. 5 n. a. n. a: 1.4

F'deral Themt-__Ja-8ed entirely on Section 3(b)
Ratio coMPtited for 1958-63 because no entitlement was indicated

1957.'
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Table 39

CALIFORNIA SCHOOL DISTRICTS CLASSIFIED AS CASE III

IN WHICH V/N INCREASED RELATIVE TO THE

STATE AVERAGE DURING THE PERIOD OF
FISCAL YEARS 1957 THROUGH 1963

DisDistrict County
Number

Grade

Span

FY 1963

E :I, =a- districts

Palmdale Los Angeles 106 K-8

West!-;ide Los Angeles 2?4 X-8
Rio Linda Sacramento 24 K-6
Robla Sacramento 15 K-6

Daggett San 1-3,-lrilardi 101 K-8
Falibrook San Diego 30 K-8
Oceanside San Diego 42 K-S
Hueneme Ventura 2 K-8

Unifiet, districts

Pacific Grove Monterey 54 X-12
Folsor Sacramento 5 K-12
Benica Solane 75 K-12
Vallejo 8olano 97 K-14
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Thie ,10

CALIFORNIA SCHOOL DISTRICTS CLASSIFIED AS CASE Ill
IN WHICH V/N DECREASED RELATIVE TO THE

STATE AVERAGE DURING THE PERIOD OF

FISCAL YEARS 1957 THROUGH 1963

Districts County
SAFA

Number

Grade
Span

FY 1963

Elementary dist'iets

San Jose

Unified distr.

Marin 207 K-8

Klamath-Trinity Humboldt 868 K-12

Novato Marin 611 K-12

Jnado San Diego 16 K-12

San Diego San Diego 1 K 14

166
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Table 43

RATIO OF 1963 TO 1957 VALUES FOR SELECTED VARIABLES

CASE III DISTRICTS IN WHICH V/Y INCREASED RELATIVE

TO THE STATE AVERAGE DURING THE PERIOD OF
FISCAL YEARS 1957 THROUGH 1963

District
ToLal

ADA

Nonfederal

ADA

Section 3

ADA

Assessed

Value

Elementary districts

Palmdale 1.6 1.8 1.3 9-.5

Westside 1.2 1.3 1.0 1.9

Rio Linda 2.1 2.5 1.6 3.1

Rohla 1.1 1.3 0.7 1.9

Daggett 1.9 1.5 0.9 4.2

Fallbrook 1.4 1.5 1.2 1.8

Oceanside 1.5 1.6 1.4 1.8

Hueneme 2.5 3.1 2.1 3.1

State average 1.3 n. a. n.a. 1.4

Unifie- disLrl..ts

Pacific Grove 1.3 1.4 1.0 1.7

Folsom 3.6 4.7 2.7 6.3

Henict; 1.1 1.3 0.8 1.3

Vallejo -1.2 1.4 1.1 1.3

State average 1.4 n.a. 1,.1 1.5
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Tal)

SELECTED VARIABLES, HEAVILY IMPACTED CALIFORNIA EI,ERT NTARY DISTRICTS
FY 1963

Variable Safi Joaquin Adelan o Ilerlong China Lake

C/N $402 $424 $375 $484

V/N 18,993 6 050 519

0.96 1.35 0.90 4.25

L/N 185 91 16 23

S/N 121 184 198 291

F/N 158 166 153 195-

(L 4- S + F)/N 474 377 509

N
f/N 78.7% 88.6 95.3% 100.0%

78.7 67.4 56.9 98.-5
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Table 45

FACTORS RELATING TO THE DETEMINATION OF THE OFFSET
OF FEDERAL FUNDS IN SELECTED CALIFORNIA DISTRICTS

San Joaquin Adelant Herlong China Lake

V (1961-62) $14,130,770 $0,257,480 647,150 918,180

P.L. 874 Incl.e ent 4,441,2;39 4,605,608 3,392,920 4,1X9,346

Not entitlement
(1962- ) 143,750 179,082 83,094 468,923

(1961-62) 0.9585 1.3500 0.9000 4.2500

is 0.60 0.60 1.35 1.35

.40 .25 .18 .60 ,13
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Table 40

,lFORNIA SCHOOL DISTRICTS WITHOUT A IVELI - DLFINEhi TREND

IN THE PROPORTION OF FEDERAL TO TOTAL ADA

DURING THE PERIOD OF

FISCAL YEARS 1057 THROUGH 1963

Dis Pict 7-u
SAFA

Number

Grade

FY 1063

Elementary distri-

Livermore Alameda 116 K-8

Pleasanton Joint Alameda 135 K-8

Seeley Union imperial S- K-8

Indian Wells Valley Union Kern 811 K-8
Lancaster Los Angeles 113 K-8

Salvador Union Napa 142 K-6

ShurtlerT Napa 18 K-6

Barstow Union San Bern rdino =iS K8
Highland San Bernardino 272 K-6

Chula Vista San Diego 58 K-0

National San Diego 59 K-6
South Bay Union San Diego 74 K-6
Rayshore San Mateo 103 K-8

Three Rivers Union Tulare 520 K-8

High school districts

Bishop Union Inyo 824 9-12

Lassen Union Lassen 98 9-14

Antelope Valley Joint Union Los Angeles 151 9-12

Grant Union Sacramento 36 7-12
Barstow Union San Bernardino 49 9-12
Vallbrook Union San Diego 32 9-12

Sweetwater Union San Diego Si 7-12

Armijo Joint Union Solano o6 9-12

ftv,ard Union Ventura 31 9-12
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Table 47

DISTRIBUTION OF CALIFORNIA ELEMENTARY, HIGH SCHOOL,

AND UNIFIED DISTRICTS, BY ASSESSED VALUE

PER ADA RELATIVE TO TE STATE AVERAGE

FY li,G3

V/N As a Percent of

The State Avenapx

1

Numbor of Districts

All Elementary High School Unified

Less than 20% 2 2 --

20-39 7 7 -- --

40-59 17 12 2 3

60-79 1S 7 7 4

80-99 14 7 4 3

100-120 .7 1 5 1

120-139 S 3 5 --

140% or more 12 7 4 1

Total 85 46 27 12
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Table 48

DISTRIBUTION OF CALIFORNIA ELEMENTARY, HIGH SCHOOL,

AND UNIFIED DISTRICTS, BY LOCAL aEVENUE

PER ADA RELATIVE TO THE STATE AVERAGE

FY 1963

L/N As a Porcont of

Tho State Average

Number of Districts

All Elementary High School Unified

Less than 20% :- 3

20-39 7 -- 2

40-59 9 5 1
,

60-79 21 8 10 3

80-99 17 9 5
_

100-119 14 8 6

120-139 6 2 ,
1

1405 or more 6 4

Total 85 46 27 12
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'Pah ,19

DISTRIBUTION OF CALIFORNIA ELEMENTARY. HIGH SCHOOL,

AND UNIFIED DISTRICTS, BY CURRENT EXPENSE

PER ADA RELATIVE TO ru STATE AVERAGE

FY 1963

C. Le:i a Perrot
The Stale Average

Less than 20%

20-39

40-59

60-7

80-99

100-120

120-139

1405 or more

T_7._ al

Number of Dist,PicLs

Al 1 Elementary High School Unified

33

:e9

1

12

1

85 46 27 12
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Table 50

DISTRIBUTION OF CALIFORNIA EI2MENTARV, HIGH SCHOOL,

AND UNIFIED DISTRICTS, BY TYPE OF CHANGE

IN PROPORTION OF FEDERAL ADA

Fiscal Years 1957 Through 1963

Typo of Change
Number of 1,c:stric1: s

Elementary High School Unified Total

Stuldon rind substantial

Upward trond

flcious1n g rotative V/N

Icreasinp- relative V/N

Downward trend

Inercasing velativu V/N

Decreasing relative V/N

Relatively constant,

heavily impacted

No well-defined trend

5

9

o

1

d

11

12

N

____

-7

9

1

1

2

4

4

__

6

22

.1

12

5

4

2:J

Total 46 27 12 S5
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Feet ol Federal 1ntl I lent on Local s c 1 Covi

Sixteen Slates as Shown by Mulitple Correlation Analysis- _

An attempt was mAdu ill this SIlitly in olii1Zo sLitislic;r1 InIM110110h

in an econometric annlysis to predict educational expenditure based on

socioeconomic characteristics of all districts and on amount of P. L, 574

entitlement in federally arrected districts, Multiple regrossions wore
computyd For ICI sialys fair which thy snmply of both entitled 'nil nonenti

tied districts was sufficiently large. Me dependent variables in all
cases were local revenue share cif current expenses of a I 1 On put pLi pi I ;

the independent variables were socioeconomic vciritibl( .ad the proportion

or pupils entitled under Sections 3(n) ond 3(b) of P. I, 574.*

Tho nddition of federAllv conn(!k...tod ADA is an independynt variable
in combination with a set of variables representing socioeconomic charac-

teristics of the areas shows the direction and magnitude of tho impact

that federal connection has on the local share of expenses, ofter taking

into a2count socioeconomic structure. The socioeconomic variables to-
gether accounted for 30 to 50% or the variation among districts in ! -al

share of expenditures, indicating that these variables lenvo a large pro-
portion or the variation unexplained. Since federal ADA is only a small
fnctor in the structure of most districts, the addition of federal ADA

reduces the unexplained portion of the variation to only a smoll extent.

With such a large portion of the variation remaining unexplained, the

equations derived cannot be used os reliable estimators or local expendi-
tures, They can, however, be used to denote the impact on expenditiwes
of givea vitriol:ties, such as federal connection.

Fo:.. the 16 states, the two best socioeconomic variables for each

stoic were selected on the basis of intercorrelation anolysis. Those
variables were combined with a third, representing federal impaet, This

variable was the ratio of 3(a) plus one-holf 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, percent of families

with income over $10,000, percent of population under 18 years, per-
cent of nonwhite residents, percent moved into district in last 5

years, salary of beginning teacher, ratio of elementary to total ADA,
(3(a) ADA 1/2 3(b) ADA)/ADA.
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each case thu dependent \;triable was 1( 'al. share nI current expenses per
pupil. Both linear and log equations were tested (Sue Table 51)

Federol connection was found to be a statistically significant variable
with a 9570 clugruu of confidence tn 11 ,`t Ilya- In each el thou states,
the coefficient riles a negulive sin meaning that fic,,ral con-
nection .1:-; astic ted with reduced locul effort in the It IL stale he

Med con-multiple regression analysis permits no conclusions to
eurning the other !d) states)

H i d not a aly assessed value and lax LL I

is not possible to conclude Flom this analysis whethut the reduced
'ort was due to l substitution of federal. 1 funds, to reduced

local ability lue to tuderal connection II s n vo liv . how( that
the licgliVo ( 't is present Iii states that _IP.2a1 typically tt) ha

underpayment as well a states typically to have overpayments

An

had lit' tin iii =; the effects on

fed III

heavy Federal

of Iliac the ft,dertl impact J.T.Fult,'S lc. 'al oflort can be

valuQs ur local expenditureS
ing fudera A1)A at sere ill distri(ts with relativelV

intitiument The cli fferenco between the pledicted local

expenditure with federal AIWA and the predicted value after suiting Fede
a measure the federal impact tin local expenditures in

each dis iLitt assuming lhat the socioeconomic characteristics or the
t are held constant.

A DA to ,'.crti

1e' tilts of this analysis fog' sel -c. districts in thu LI
arc shor=n In Table 52.' In every district. local effort is consider'bly
below what it would be in a district similar Iii -locconomie charac
13tics but without Federal connection,

This analysis that in these 11 states federal connection
Is -igly associated reduced local effort The tact that in every
case where the variable leprosentIng federal cOnnection was stat 1 sticallv
significant it was negative, strongly supports that finding,

The approach and dIotii used here weic adopted from tAto studies of
school r- using tple r -ion ca predi ent expunscs of

It was not si gnificant in 5 of thQ 16 Statcs--Alabama,

Michigan. New York and North Carolina.

The districts shown in Table 1j2 had ratios of federal to total
wilh values not less than and not more than a They al had
predicted values of the dependent table within )1 observe
values

ichusotts,
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Table 51

IMPACT OF FEDERAL ADA ON LOCAL SCHOOL EXPENDITURES IN 16 STATES

MULTIPLE CORRELATION ANALYSIS

LCV.,i1 , i ch
1 .,:1,1 ,10 1

V:11,.11C11.,
1

i

i

.11
(1.791 1.112) 1 '..1-"7) (3.96)

11frn,,, 1,81 H.41 -.11:72 1.117 -.:. 15 ..10 :.7i- 1.

11.69) (.4h-I) 1, :279/ (1.06)

.1"i - 1, :4:i , .iii
IC 7 ) ( . 59H7

:120 . 177 1.8:: 111
11.22 / (.0510 1.528) (1. flu)

.117 i, lq' IF
(-1.37) (.11: ) ( 009 ) (1M. )

..:H1,,-..( ( - 1 1 h - 504. .031 - r3.;:, 14 i . .40 0,-31

11 Ill. I (.(l0s) (3.1101 110111.)

-1.11 . i I

(1.911) (.02 / 1.22.1) (2.16'1

1-H1 .101; .11111 -2.11 : 1:1

(.01!:-i (.4.11111) (:091) (1.84)
1i 8f, 2.17 - 101) 1.11 -:I Gil .771 19.7

(.671 (.024) 1.117P (.301)
5 II 1th 2112. .0112 -9. H -409. .119 10.71 11:i

(10H.) (.014) (4.40) 16:111-7

h CArii1111 itt: =IH-A 12.H -372: :22 4.01, 17

(10.5) (4 I 1 ) (1.21) (145. )

1 h w, 3,11 ./1.11 -4: 7.1 57 11!?

( 51)8) (.0;-!;43 (.202) ( LOS)

:0 1 111.ht1 1111 ;QC!. -7.11 001.71 , 52
(1:711, ) (.1.44) (55,4) (s2:(S)

1. C. 71.1 101.1 =2.85 1. at .562 .47 111.. .iti
(.56(I) (.25s) 117-f)

1th -11.71 1,1,1 .0118 =1105. .70 .114.H

(11.:1) 1 . 744 I (.00:1) (11:1. 7

!, 1, - 1.1(.1. -, 071 .8121 -.1.56 :-.141 11.0 63
( 1 . 1-7) ( ( ) !_! ) (.170) ( . 97i5 )

71,117411111,, Del,ndvra varlohlu, 11,

log = 7187111011 log

1 1',7pulat oori (11111711 0/18) 171)77 810.1.1.1"0 1010
PUreOnt 01 818,10-41H I 111171711 0

I )1.7lI 071 yt--..ar!4 001 ,utorat 1;00

4 - Median f i theolay (S)
5 = Perrefit It p01171711 11 mid.:r 18 yoa r=

Uhu (1) Ad71e0 to 11-80 1877(1, In thu 1.071 1,3010,

179

II 15e,3000ery ALIA), (tuil ADA)

7 ADA * (h) ADA:1(t01,11 Anil)
- Coeffick,nf ul dvtriTilioutl7110

F Pitqiguro of 711111111 Io7)lIuu

N = Number 01 obe.ervuteue

E ) = 5440dard dcvi:a1011



Table 52

ESTIMATED LOCAL SRARE OF CURRENT EXPENSES

INCLUDING FEDERAL ADA AND EXCLUDING FEDERAL ADA

State and District
Tncluding

Federal ADA

Exciuding

Federal ADA

Federal

ADA:ADA

California

920 $111 $-1_39-,---- 9%

868 71 :156! 37

799 ill 164 , ,

, 18 .

Connecticut
,---

.-------.1

1269 239 296C 16

1230 242 283 12

1220 203 293 27

Go' gia

1151 71 82 13

1155 00 67 13

JVIauy

2813 186 245 14

2827 269 351 19

Mississippi

3438 80 108 14
3433 76 135 26



Table 32 (conclude(I)

Slate and District
Inc 1 'id I iig

Federal ADA

Excluding

Fedora] ADA
Federal
ADA ADA

New Jersey

1372 $159 $312 19%

Ohio

5585 207 369 12

5477 . 90 274 24

5446 135 919 12

Rhode Island

6169 263 294 13

6475 212 250 16

South Carolina

6583 27 44 12

6571 32 78 21

6539 31 55 14

Tennessee

6857 35 63 15

Texas

7159 76 125 14

7105 75 130 15

7068 86 148 13
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education, Two modifications to thy approach wore introduced in our
udy rst local rtivenues per !min.]. were subs Li tut ed for current

expenses of education per pupil as the dependent variable. 'flu was

done ror two rya sons. First, wy are primarily interested in impacts on

local revenues, not on total expenses, second wo believe that the socio-
economic characteristics or iii 3red should be related mostly to local
revenues. The other portion of costs are primarily state aid. State

aid is typically either a flat sum per pupil (or per classroom) Or is
yquali?..ition aid, In the former case it is not influenced by local

socioeconomic structure, and in thu latter easy, it operates to counter-
balance the effects of local socioeconomic structure. Thus, state aid
payments should not be included as part 0' the dependent variable, The

sycond mod:_ficalion was to omit assessed value per pupil (or per capita)

as an indypyndent variably in the regression for local revenues. This
is essenutal ler two l'ta:-,-011S; (I) since LI is to hi' expected that federal

conflict ion negatively Influences assyssed values per pupil, having both

as independent variables will make it impossible to distinguish tho lrne

effect of federal connection on local ryvynues, (2) it is erroneous to

includeassessed value as an independent variable in lhe calculation of

local revenues nyr pupil since assessed value is a component of local

revenues and not an independent socioeconomic characterlStic (i=0=,
L tV where L is local revialue;, t, the tax rate; and V is assessed
value). Including assessyd value as LIlt ndependent variable is tantamount

to having the remaining independunt variables determine murely the tax
rate, given assessed value. This is acceptable, but is far loss than
claimed for the equation, that is , as a predictor of local revenues given
only socioeconomic structure.

In general, the results of the econometric analyses were disappoin
Ii fl lending only general confirmation to the hypothesis that fpderal

connection negatively influences local ability to provide education.

*

Evidence of Federal Effects on

School District Performance

Evidence concerning the use of P.L, 871 funds and the changes motight

by federal connection on shcool proCrams is available from 0111' fivo case

J. Minor, Social and Economic Factors in Spending for Public Education,

Syracuse University Press, 1963; and H. T. James, and others, Wealth,

Expenditures, and Decision-Making for Education, Stanford University
Press, 1963,
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studios. In Mottgomery County. the big I III. TLI=,( I TI unds occurred ottor

the taw was amended in 195.1 to provIde payment tor out-of-state commuting.

In that year, there WdS some reduction in the local lax rate. and no pat- -

licular evfdence of special use of the additional P.L. 871 funds in

general. Montgomery County is so overwhelmingly Influenced and histori-

01IV molded hy federal connection, that IL is Impossible to determine

any Spe0ial use or P.b. 871 fundk . or special federal effects; Suffice

it to say that Montgomery County is the tefildenceol well-educated,

high-incemu people with high aspilations lei thutr children Thus. the'

spend a great deal on education. His was true both before fid alter

arrival of PA, 871

In Phi ladel ph i a . milli on of 11, .1 871 limbs s 00 Slita II a propm.=

Ii on !)1 total expend-1 huts to mal: any mafior utiparj In the first year
',he funds obtained; they were is iii difectly lot the pnichase ol

needed equipment, In later Yeats they wutu merged with the general

funds; and appear In have been used to help increasu teachel salaries.

In Valleio, the federal funds when first received were directed to

laisfng salsries, In 1900, was in a setious financial position--

salaries considerably below the state average, pup-II/teacher ratio above

the state ratio, and financial halances very low. P.L. 87! funds clearly

have led to an Improvement In thts situation, with saiartes and financial

balances especially showing considerable improvemonl. Federal connection

in Vallejo is associated with the Industrial characteristics created in

the city, School expenditures are kept at levels associated w:th only

modest aspirations, Local eflort is geated to the level of support from

other sources, consistent with maintaining approximately average levels

or state expenditure on education

In Salina, Kansas, P.L. 871 funds entoted the general revenues,

Expenses of educat)on per pupil increased in Salina, but not as rapidly

as did those of other first-class en ties in Kansas, with Salina is

grouped for payment under P,Ii. 871. Since local revenues per pupil in-
creased it a pace consistent with that of calm Kansas cltios. it indi-

cates that P. L, 871 funds were somewhat less than-adequate to fill the
gap. No major changes occurrod in Life elemuntary school program, though

cxpansion permittod the use of more new equipment and buildings. The

high school curriculum was broadened, especially in the fluids of fort an

language and mathouties. In general. howevei- the pupii/leaeher ratio,

I ndicative of overall performance, ruse somewhat in response Lo rising

school population, returning to the 1950 level in 1963,

The environment of Brevard County Florida, has been radically ehangee.
front rural to urban by' t he rude 10 1. de ve I opmen Is ln t hat area Expend t tiros



on education rose from 1951 to 1961 much faster than did the average for

Florida, and the curriculum changed substantially to meet the needs of a

higher proportion of college aspirants.

Local fiscal effort rose in I3revard County to accommodate the rapidly

increasing enrollment and the rise in per pupil costs. There is no single

item of expenditure that can W attributed to the federal funds, although

it is evident that these funds, in combination with reasonable local

effort, accomplished the task or maintaining and improving a school sys-

tom under the impact of rapid growth.

Brevard County is an example of an area radically changed by federal

impact, whore educational aspirations of the community have been altered:

For the most part, however, federal impact is imposed upon an existing

community, with aspiration levels of its own, not readily influenced by

federal activity. Besidesunlike the Washington, D.C. area Brevard

County, Or Huntsvillo, Alabamamost of the federal activities do not

cause radical departure from the aspiration levels of the community.

In an analysis of a national sample of 800 high schools, Profes-

sor John Dailey of George Washington Univeisity, found no relationship

between lovel of entitioment and student achievement, He did find, how-

QVOV, that entitlements tended to go to districts with "unfavorable com-

munity onvironment." Sec his study printed as Apliondix G of this roport-
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Chapter 6

STATE AID AND THE OFFSET OF FEDERAL FUNDS

Methods and Extent: of I0ederal Fund Offsetting

Fifteen states in the United States take P.L. 874 funds account

in determining state aid to local school districts,* P.L. 874 funds are

of in whole or in part by reducing the state aid that would otherwise

be provided to a district. In no case do states actually require local

districts to remit such funds to the state. Fourteen of the states that

reduce aid to local districts have equalization programs. Moreover,

some districts receiving only basic aid (aid unrelated to fiscal abili

in those states have P.L. 874 funds offset up to the amount of equaliza-

tion aid that they would have received if there lad been no offset.

The Procedures followed in offsetting vary greatly from state to

state. In part, these variations are due to different forms of equaliza-

tion aid, and in part to different methods of treating district receipts

for federal funds. The first source of variation was analyzed by refer-

ence to Burkhead; the three forms of equalization aid (1) th fixed

unit equalizing grant; (2) the variable unit equalizing grant; and (3) the

percentage cost) equalizing grant,

The first two methods provide no essential difference for calcula-

tion or justification of offsetting and will be discussed together. The

third method is essentially different, and will be discussed separately.

It is employed by only three of the offsetting states--New York, Rhode

Island, and Wisconsin.

Alaska, California, Maine, Nevada , New York, Oregon, Rhode Islam

South Dakota, Utah, Vermont, Virginia, Washington, Wisconsin, and

Wyoming; the fifteenth offsetting state is Hawaii, which has a single

district and will nut be discussed further. Montana requires that the

aid be substituted for local effort,

t Equalization aid is aid that varies inversely with a i 's ability

to finance education from local revenue sources.

J. Burkhead,- Public School Finance, Syracuse University, 1964, Oh, IX,

"State Aid Patterns, r pp. 205-235,



The form of computation and the rrrethod of treating federal funds
are set forth below, with states grouped according to the form of equali-
zation; the variations in treatment of federal funds are shown as per
centage of the federal funds deducted. The first group of states uses
'a fixed or variable unit equalizing grant and offsets a fixed part of
the federal funds by subtracting these funds from the foundation program:

Alaska

EvNi tsVi .5Fi

Or 0

ENi tqVi

South Dakota
t

(ENi

Vermont,'

Fi 7 Di) _ Si;

(ENi tsVi Fi) k

Vir inia

EvNi
-

Washington

EN1 - .31Ft -

I t Le in r`s

Although the formula calls for offsetting a fixed proportion of the
proportion aetual)y offset will vary, because no offsetting occurs
once all the equalization aid has been fully offset. (See discussion
below of Virginia

)

See symbols at beginning of report.
k was 0,11 in 1962-63,

"k" was .716 in 1963-64. MOM is an escalation feature in List the
average of entitlement for the current year and the previous your
cannot be less than the previous year's entitlement.
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by capitalizing a portion of the federal pa }mcnt anci adding this to local

property values:

California

lJta

ENi .4F./t,

ENi 51.;

(1959-60)

> 13

A fourth group of states equalize on the basis of a proportion of

the actual current expenses of education incurred by a district_ In these

states the federal funds are deducted from costs before computation of aid,

New York'

+ U.)-1

Ci (1

1

Rhode Islancl-

a,-

The pr

ki k. b

rtion of federal funds deducted is less than the stipulated

ratios of .4 and .5 by the ratio of is /ti.

t C is current expenses of education; U is receipts allocable e to current

operation, other than state or federal funds; c' is allowable costs

after deducting federal funds and other receipts;- is the level of

foundation support, currently $500, per pupil; x is a proportioning

factor, currently 0.510; vi/v is the ratio of district market value

of taxable property per pupil to the state average, currently .set at

$28,300,

b is the ratio for basic support, currently 0.30.
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Wyoming*

ENi ts 2/31' i - Si

A second group of states has fixed or variable unit equalization

programs, but offsets varying proportions of funds under P,L. 874:

Maine'

(ENi F1) iki Si

xi Ni/Vi: .18 x, GG

ki = CL1 Si) / (EN1 - V), where k K 1

if ki > 1, then following formula used,

(ENi F) xi 4- .1 xi
(: (

(note: Li is local revenue

Nevada'

EvNi - tsVi kFi S; Si > Bi

Vi Ni/V/N

(ENi Si

A third group of states have fixed or variable unit equalization

programs, and offset varying proportions of funds under P:L. 874, as in
group two. This group differs from group two in that offsetting is done

A new procedure it, being adopted in 1964-05 in which a variable
portion of of roderoi funds arc 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 Hunt the

proportion of P.L. 874 funds deducted in Wyoming will doctino from 66%
at present to 41%.

The proportion of F deducted is a variable, dependent upon the values
of x and k, with a maximum of 66%.

The basic program (B) is a variable, depending upon the number of cer-
tified teachers in the district k varies between zero (when district

assessed value per pupil is less than 30% of the state average) to .35
(when district assessed value per pupil is more than 90% of the state
average). Thus, not more than 35% of F is offset.



Wisconsin *

+

Si

Thu proportion of federal funds offset by decreases in state aid

varies greatly from state to state, depending upon the formulas for off-

setting, set forth above, and the relative importance of equalization vs

basic aid. For the first group of. stales, the formulas would result in

offset proportions varying from 11% in South Dakota to 100% in Virginia.

However, only a portion of districts in these states will have the maxi-

mum offsets. Some districts receive only basic aid; for these the off-

setting may be zero, if the district would not have been eligible ['or

equalization aid even without offsetting, In 10 districts in Virginia,

5 received no equalization aid, yet there was offsetting in 3 of these

5 districts. These 3 districts would have received equalization aid, if

there had been no offsetting,

In California, Oregon, Washington, and Now York, the basic aid is

such a high proportion of the total, that either a large portion of dis-

tricts are totally unaffected by offsetting, or offsetting is reduced by

the basic aid minimum, In New York, for example, P.L. 874 funds will

only be deductod if costs do not exceed the foundation cost of $500 ($600,

1965 act of Legislature) per pupil. Since most of the districts in the

state spend more than $500 per pupil, offsetting is ineffective. Theo-

retically, offsetting is most complete in Virginia, which offsets up to

100% of P.L. 874 funds. In 1964-65, however, an estimated 40% of P.L. 874

funds were offset in that state_ Several large recipients of federal

funds, such as Arlington County, are sufficiently wealthy so that they do

not, receive equalization fonds with without offsetting.

In the variable proportion procedures used for offsetting in Maine,

Rhode Island, and Wisconsin, proportioning factors are not applied spe-

cifically to uderal funds. Rather, they arcs the factors that determine

V, is stipulated assessed value, currently $34 )(721. pupil; is

actual district assessed values.

Si is augmented if local expenclitttres recuire a tax rate in excess

of 17 mills.

See Evaluation of Offsetting in 8eleetc d Districts in Two States aL

the end of this chapter.
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the amount of equalization aid, and thus increase as the need for state

aid increases. However, federal funds arc deductibles to which the same

proportioning factors are applied, Thus, Maine, the proportion of

federal funds deducted .ranges from 18 to 66%, with the higher value

plied to the districts with the lowest assessed values per pupil. In

Rhode Island, the range resultgenelaily from 30 to 5070_ with the same

as in Maine.

In California and Utah, 40 and 50% respectively of the federal funds

are divided by the local district, Lax rate, the result considered as an

addition to the assessed value of the district. In effect, the funds

deducted for an- one district will be less than 40%, since the proportion

of federal funds deducted in California is .4 LiMUS 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 district rate

for any district receiving equalization aid. The greater the actual

rate, the lower this fraction and the smaller the federal fund offset.

By this procedure, the offset is proportionately less for districts mak-

ing a relatively large local effort; .i.e., for districts imposing a rela-

tively high tax rate. A MOVO complete description of the method in Cali-

fornia is contained in the section below.

Only one Et; levada, assigns a specific ratio to the federal funds

that varies directly with ability to pay. This factor varies between zero
and .

poac
, increasing as the ratio of district assessed value per pupil ap-

s the state average.

Table 53 summarizes the information for each of the offsetting states.

To determine precisely the total amount of offsetting nationally would re-

quire detailed investigation of each state record. The information ac-

quired from the.states in this study permits an order-of-magnitude estimate

of the proportion of federal funds offset. The 14 states offsetting some

of the federal funds receive about 40% al the funds dispersed under P.1,, 874

in 1962-63: About two-thirds of the districts within an offsetting state

are typically affected; for these districts, about one-third of the fed-

eral funds are typically offset. Thus, it may be concluded that about

10% of the federal funds dispersed under P.L. 874 generally confined to
Section 3 funds, are offset.

Prior to 1964 011(101' the - 'alternate progr m, a district rate could

be, and often was, less than Lhe stipulated rate. For those districts,

deduction would exceed 40% of the federal funds.
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Table 53

STATES OFFSETIING P.D. 874 FUNDS

States Including

p,I, H74 Fdridg

to dint FermUln

Method of Ocilla -n

Ent, % of Eitstriet0

for Which Deduction

In Ef ec @

Entifthted Haw of P,L. A74 Pupdp

ffmet in Affected DimirietO a

lasko 50% of F added td local
effort and gantratted from

foundation prdgeam

All 501

i. Califon). F multiplied by . tne ratio

of the htipulaied tax rate

to the district rate

id)

. FP to 01. Aetual amount reduced

by ratio of isd; Total deduction

ahaat dr.

Maine F ,4idafficted from foundatIon

program

b dg On porcent 115A1Kned to
asatmsed VA1Ut lass. liltd. from

ita for highest assessed value

tier Pill-01 Ill 66% fur lOwent

.1, enda F muliiplit n propor-

fiontng (Doctor tit) and hub=

trActiti from foundation

program

ii.n. 0 - X .35, °a11011 in relatiOn

to ratio of distriet'A akitegsod

value per pupil (0 atone aftrdge

K F 0 when fat 10 leKn than , 3 ,

K .75 wheh ratio over ,g

5, tiea York F KUbteactd fro:- root= 01

education

About 10% unite([ frOffi 0 for diStFietti whose

approved operdttng costs $ceed

the foundation program of $300

per ADA, to 100% for districts

statio eusts +F arc $500 Or long,

Total about 10%

0, Oroholi 7ft x ol F subtracted from

1 oundat ion program

AhoUt 501 Aliodi half the dihtrietK reCifiec

only banio aid from @filch F Is

not deducted, Those Under crplali-

/talon loge full 75% of F

7. Rhode Island F deduried from coot of

'duration, the remainder

10 multiplied by a factor,

X to dolominn stitt aid

All At least 30%. the minimum value

of K, rtaint.; no K risea, For

most district.. K will be loss

than 50%

'rot 0 PA r d,ductod from 11naulM Poi

rrogram support and pro-

call oil

Va About 10% for districfA ondor

equalization

'4, 1'11411 F multiplied liy the ratio

of the stipulated tan rate

for basic ;lilt ti,d) 11' the

dintrict rate (1,1)

All !Mon .!:515

10, Vieault F subtracted from tinind,

t ion program 1 imeh a propor-

toning factor (K)

All In Itill3=134 tho value of K was

,7161 thin WW-i pervrot of F

"tint'{ by state

11. Vtrginia F SU4trueled from unda- Alko 1 7/ -f 100% dedueted for tilogu in equal--

{tall p _({-none IrhtiOn program; total of -10% of

Hinds deducted

lt", Woolitlifl on lit of F Anhfracted from

foundation provian

About 3/4 31% deducted 101' districts in

equal i yatIon program

Ia. 040ciiliplii 1 ruhtravted from cult of About 60% of - About a0% of funds deducted in

eduratiOn. the Wmtinit trict0; 10% or Moo@ districts receiving egonl-

la, WyoMing

deducted in F(1 KeVp),

where Yp Is still KUaran-

ed angumaod value

2/3 nt F dedneted from

foundia 1,111 progrim

WirellMoill 10th lop hid

11111.10 in lgulf-dd 1.1 i0 ekreed thht to 1060-01.

soureent 17.5, Dtfloo of Education, Public Schnol Finance Program 1961-62, Lotter from :lath Department

-ii Kiluretim
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The Offsetting of Y.,,deral Paymol Aid to School Districts in

California

To provide a bettor understanding of the procodur 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 school district. The total

state aid payment (S) is expressed as follows:

S= EN - ts S B

Equalization aid i 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, and high 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 titan 100 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 foundation programs are provided for ele-

mentary school districts. with ADA's of 100 or loss, and for high schools

with ADA's of 300 or loss.

ular Foundation Pro

The dollar amounts defining the foundation programs and the siipu=

latoc1 tax rates Under current law are as follows:

District

Amounts

per ADA

Stipulated

Tax Rate

Elementary (101-900 ADA). $229 .0060

Elementary (over 900 ADA) 29 .0060

Thigh School (over 300 ADA) 329 .0050

Junior College 570 .0025

The specifics of the change from the alternate the supplemen 1

'support program are described below,
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For an elementary district with N = 1, 0:, and V/N = $12,000, the

fermula operates as follows:

S = $239 (1,000) - .0060($12,000)(1,000)

= $230,000 $72,000 = $167,000

S/N = $167

If V/N had bei,n 000 or higher, the calculated value of S would have

been $114,00Ci and tato aid would have boon reduced to the basic aid of

$125 per pupil.

Supplemental Support Formerly Alternativo Program)

For elementary districts with V/N less than $11,000, the foundation

program is increased by $1.10 per pupil for each 1 mill increase in the

tax rate (above .0060) up to a maximum of $321,50 with a tax rate of

.0135. In the case of high school districts with V/N less than $25,000,

the increase for each 1 mill increase in Lax rate (above .00501 is $2,50

up to a maximum of $416.50 with a tax rate of .0085:1'

AssuMing! for an elementary district, td = L
a

= .0135; N 1,000;

and V/N = $8,000, the formula operates as follows:

$321.50 (1,000) - .0135(8,000)(1,000)

$196,500 - $321,500 $108,000 213,300

S/N = $215.50, including equalization aid of $88,50

Effect of Fe ?ral Payments to Districts Under P.L. 874

An addition to district ADA because of federal activities may rusult

in a decrease of V/N. This would be the case for Section 3(a) pupils;

since no assessed value can be attributed to them.

Prior to fiscal 19641, the alternate program was based on a tax'rato

of .0135 or ,0085, and applied to all districts with low,V/N and Lax

rates in excess of the stipulated rates of .0066 .0050. The impact

of tho new approach on the offset provisions of state aid program

Is discussed iator.
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The effect of Section 3(b) pupils on V/N will depend upon the char-

acteristics of existing assessed value. If the district tax base were

entirely residential hOusing and the income and family sizecharacterls-

tics of the federal families were similar to those of other residents of

the district, V/N could be expected to remain unchanged. If other sources

of 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 magnitude of

the impact will depend upon the relative size of the entitled ADA, the

proportion of 3(a) and 3(b) pupils, and the characteristics of the local

tax base.

Within the limits indicated above for payment of state equalization

aid, a reduction in V/N would result in increased state aid if no offset-

ting feature were built into the state aid formula. In California, a

portion of the federal funds received is converted into an imputed assessed

value which is then added to the existing equalized assessed value prior

to computation of district aid (required local tax effort).

Specifically, 40% of the entitlement of federal aid under Section 3

of P.L. S74, as estimated by the U.S. Commissioner of Education, is divided

by the tax rate of the district to determine a "computed increment" to

assessed value. The Lax rate employed is specified in the Education Code

(Sect ion 17604) and reflects the sum of the rates levied for purposes re-

lated to current expense of education Cm ates levied for capital purposes
are excluded). For any district, therefore, the proportion of federal

funds deducted from equalization aid is .4ts

This procedure results in relatively higher offsets for districts

with low tax rates than for districts with high Lax rates, and for dis-
tricts for which is = .0135 than for those for which Ls = .0060. The

relationships are shown in Chart 20. Thus, for an offset of 2S% of fed-

eral funds a Lax effort of .0210 is required of districts for which

ts = .0135, as compared to .0096 for districts operating at the .0060

rate. Expressing it another way, a tax rate of .0100 implies an offset

of 54% for districts with t5 = .0135, and 24% for districts with ts =
.0060 rate.

The shift from an alternate program to a supplementary support pro-

gram (effective in fiscal year 1964) will reduce the maximum offset to

10% of federal entitlement because is = tel for all td between .0060 and

.0ij5. For td > .0135 (or .0060 in the case of the regular program) the

curve remains unchanged.
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Since c'lemciit ary districts employing the alternate program in 19(33

were characterized by assessed values per ADA of less than $10,000, it

is logical to assume that a higher proportion of federal funds will be

offset in low we districts (measured in terms of as- ssod value per

ADA) than in high wealth districts.
. However, tax rates Lend to

(loci Inc as V/N increases it is not clear that there will be an overall

negative relationship between percent of federal funds offset and wealth.

Figure 7 shot/ _ the relationship between the pOrcont of federal funds

offset in 1962-63 and assessed value per ADA in 1962-63 for elementary

school districts iii which federal entitlement constituted 10% or move at

the current expense of education, As expected, the offset was relatively

larger for law wealth districts than for high %+ alth districts. however,

for disiricAtt; umploying the .0060 ra there was ito relationship between
V/N anti ,dts/td; for distri at the .0135 rate, there appeared to be
only a slight negative eel a Liunshi p.

'['lie ORLI. of the change from an alternate La a supplementary sup-
port program, as indicated above is Lu limit_ the maximum ortset to 40.

Under this program, therefore, there would appear to be no relationship

or only slight relationship between V/N and for districts at the
.0135 rate. In other words, the major cause of differences in the rela-

tive amount or offset associated with wealth is the apportionment rmula.

Similar conclust uiis resin L from anall'sis of high school and unified

districts. Figures 8 and 0 show the relationship between V/N and ,'its /td

for these types of distrlets where federal entitlement constituted 5% or

more ot currenL expense of education. In the case of high school dis-
tricts, no relationship was evident. However, only of the districts
employed the .0085 rate. In the case of unified districLs, the negative

relationship again appeared to result primarily lrom the applicable appor-
tionment formula, 'rue effect of the formula is more varied in unified

districts than in elementary and high school districts considered sepa-

rately, since the alternate program is available to both elementary and

high schools in the unified district

The official position of the State Department of Education is that,

ins '-ad Of determining an assessed value illeromonL that is a function of

the local tux rate, each dollar of federal received should repre-
sent the samo amount of assessed value in eachdistriet. However, at

this point, a change of the type advo6ated by the Department would cause

substantial shifts in funds among individual districts. and from high

and unified districts, as a group, to elementary school districts. The

average offset for the elementary districts included in this study was
32% of federal entitlement:, On the other hand, about 23% of the federal
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entitlement was offset in the case of the untried districts maeludod; the

comparable figure for high schools was 175. As a result, a riXed ulm 1

percentage applied directly to state aid would result in increased state

payments to elementary schools and decreased payments to high school and

unified districts. If such a directly applied offset amounting to 25c,,

IA federal entitlements* WL'I'U employed, the elementary districts included

in Ihis study would receive about $530,nno in additional state funds;

high school dlstri:_:ts would lose about $371,000 and unified diqtricts,

$1+1,000.

Justification for State Offset of Federal Funds

The 14 states, uding Hawaii, which offset all or part of the

federal funds, generally justify offsetting as follows: state aid under
aItequalization program is designed to compensate fon a lack or local

suarceS. The general method of calculation Lakes into account

only those local revenues raised through local taxation, mostly property

taxes There is an admitted absence of such a local Lax base fat' feder-

ally connected pupils. However, sonic or ,..T1 of the deficiency in the

lax base is wvered by receipts from the federal government under P. L. 874.

If the state government does not Lake these into account, the local dis-

trict will receive c(mpe-nsaLion both front the federal and state govern-

ment for the same deficiency in local tax base. In other words, the state
believes that it is justiriod in considering P.L. 87'l funds as revenues
Iii the local district in the same category as revenues raised by local

The Following calculations will show that if the federal payment

creates intradistrict equality Q., Fe > F, there will he a state over-

payment for federally untitled pupils, unless I' is Laken into account in

the slate aid formula.

For simplicity, WO will assume that the state equalization program

is based on a fixed value per Unit 00, representing the foundation cur-

rent expense to be supported (mere complex formulations would not change

the findings or tilts section Under the fixed unit program, the state
aid is as follows:

The 23% figure was recommended in a report to the State Board of Edu-

cation (Recommendations on Public School Support) issued in November

1962. Use of 23% would cause minimum change in statewide equalization

payments, since the average offset was about 25%.
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(1) S EN Ly.

where 8 is the stale aid payment, E the foundation program, N the ADA or

classroom units, Ls the stipulated LaN rate [Cl the local distriett and

V the equalized assessed value of the districl,

For the ledera I Iv connec t pupil under sect ion 3(a) el P 1. S71

the scale aid would be

(2) S3(a)

since there H; HO assessed value attached to a 3(a) pupil whose parents

both live and work ut [c-decal property For a pupil undr Sect toil 3(b),

however, there is some assessed value. The state atd tor im is as
follows:

(3) S3(b) EN3(b) IsliJfb)

State aid for nonfederal pupils may be designated as follows:

(4) S- s ENn t,Vn

The amount by which state aid for federal pupils exceeds that Inc

the same number of nonlederal pupils can be determined lcOM 111Q above

equations as follows

(5) Difference (D) Ni(SI/Ni Sn/N ), where r 3(a) 3(b) pupils

IENf cV30:0) (ENn t0n,

Net

N1

V3(h) N1

If there were no federal payments under PA 874, this difference

is the amount of state aid required to equalize the revenue derived from
federal and nonfederal pupils The difference reflects the lower prop-

erty tax base of the federal pupils the tax base were the same, then

the ratio of assessed value per pupil would be the Same for federal and

nonfederal pupils, and the above equation would show 'a zero difference,

To the extent that there is a difference and that dirferenc') is

sa for by payment under PA 874, the stale is justified in taking
these payments into account,
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Note that the rli ft`erOncr in the ratios cif proper values per pupil
defines the federal paymen1 leer ntradistrict equaliz' Lion; let L = tdV,
then

and

dVn

V_ /N
-11

V3(1)

(sec Chapter 3 on compull[on

of Fe)

Thus, 'Nft can be subs it in equation (5), yielding the state aid

differential in terms of the CceleraI payment for intradistrict. equali-

zation:

(7) D =

Ld

The differential state aid for federal pupils is thus equal to the intra-

district equalizing federal payment times the ratio of the stipulated

local tax rate to the actual district local tax rate. As long as they

actual federal payment is at least as great as Fe, the differential pay-

ment represents a double payment to the local district for federal pupils.

Equation (7) also represents the amount of federal payment that the state

can legitimately offset Le eliminate such double p ymont. IL is impor-

tant to note that the federal payment to offset is represented by and

not the actual federal payment, F, Thus, if the stipulated tax rate is

ono-half the actual district rate, and the intradistrict equalizing fed-

eral payment is one-half the actual federal payment, then the state may
legitimately offset one-fourth oh the actual federal payment.

The above matla for deteimlit0 _g the I_ opop amount of offset is )-

plicable for states using the fixed or variable unit equalization grant.

For states using the percentage equalizing formula it crrn be shown that.

the direct inclusion of Fe as a deduction from costs properly accounts
for the difference between federal and nonfederal pupils. In the purest
example of percentage equalization, i.e. that nsed by Wisconsin, it may
be shown that the amount by which state aid for federal pupils exceeds
that for the same number of nonfederal pupils is reduced to zero by the
inclusion of F in the cost formula.

D N(Sf/Nf

V1 S Or Si -=-7

See above for Wisconsin state aid formula.
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the costs for federal

is as follows;

= L1 + Nr

when 3 1titlement is at ast as great us

Um costs for nonfederal pupils ie as hollers;

Cn = Ln

then the dif _rence formula ma> by q »lton as follows;

(3)
/ + + Si: Ln

N
n

Assume that Slate aid per illpil will be the same For fe(lral and mn ed

oral pupils;

iNn

substituting, reducing terms and cancelling;

(5) D= LnNf/N (

£! gm Chapter 3, however, we know the tollowi

(6) l" = Ln Ni /Nn LE

thus, Fe L1 - LnNf/N = 0,

and, D = O.

the extent that the federal pa uent exceeds the intradistrict

equalizing payment (Fe) there is an additional payment to the local dis-

trict from the federal government. Regardless of (he equalizing formula

used, the payment above Fe does not constitute double payment with regard

to state aid, thus no state offset for this portion is justified. On the

other hand If the federal payment is less than FL, then the differential

justifying offset is accordingly reduced, and mar be found simply by sJb-

stituting F for Fe: that is, in the fixed or variable unit grant, D'

Fts/td, were D' is the differential representing double payment wEen

P

Although the above formulation shows that states providing equali-

zation aid to local school districts arc justified in taking federal
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payments under P.L. 871 into acctitint. in determining the LnlnntnL o 1 tats

aid, it does not follow that the methods employed by states to calculate

federal fund offsets result iu a proper allocation of funds. )f the

states with fixod or variable unit equalization programs, only California

and Utah come close tti using the above method to calculate the amount of
offset. sc nsin's percentage equalizing formula would be perfect, if

Fe coulcfcould lie substituted for F. For mo st other states, will only be

fortuitous if Lhe amount of offset just equals the amount of state aid

overpayment that would exist. without offsel, fit the following section,

several examples of state overpayment and offset are provided. These

are demonstrative; no conclusion cats be drawn as to the relationship ol

offset to overpayment in all districts or in all states using offset.

It follows from this analysi. that 100r,:, offset is only sl if tile

federal payment is not in excess of the initadistrict equalizing payment

and, for the unit system, if Ls td. The federal payments per pupil in

excess of the amount required for intadist ict equalization would not

normally accrue to the local district. Iii the absence of the federal ae-
tivity. If the state offsets the amount in excess of the intradistrict

equalizing federal payment, then the state would be providing loss funds
per pupil :al pupils than for nonfederal pupils. Federal pay-
MentS in OX ess of those needed for intadistrict equalization tmply an

additional purpose of federal aid, for example, interdistrict equaliza-
tion. State offset of 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 PA. 874 pro These

have been estimated to be 3 to l070 of the funds received.

IL she old also be remembered that these state overpayments exist

only where there is equalization aid, and then only if Lhe measure of
local ability is based on real property. If, a in Texas and Florida,

the measure of ability is more broadly defined and includes income, then

the state aid mat` be more closely related to true ability and the over-
payment for federal connection may disappear.

Evaluation of Offsetting in Selected Districts in TWo States

As noted in the section above, where a fixed or variable unit grant

sySLeut is outplayed to distribute equalization aid, the jusitifed amount

of federal fund offset is determined by the following equation: justi-
fied offset n Fets/td, where Fe < F. The only unit granL states using

formulations that approximate the one that would guarantee the proper

offsetting are California and Utah. In these states, a portion of the

federal funds arc capitalized into assessed value by dividing by td; how-

ever, the proportion used does not: necessarily relate to the difference
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between V and Fe. The amount of justifiable offsetting hos been compared

with the actual amount of offsetting in selected districts in California

and Virginia, Virginia was chosen for comparison because it has a state

aid formula similar to that of California, but uses a substantinily dif-

ferent offset formula. The results of the analysis arc contained in

Tables 54 and 55.

In Caliiornia 7 districts were analyzed: 3 large city unified dis-

tricts, and 1 small neighboring districts in Mac iii County, consisting of

a unified distiyict, a high school district and two feeder elementary dis-

tricts. For these districts, about 35-40c,:o of the P,L, 87A funds are

available for offset, according to the analysis presented in the previous

section. Thu formula used in California, i,e., ,4Ftyltd, takes less than

half the justified offset in every case except_ Novato Unified School Di:

trict. Iii this case almost all the justified olfsot is in fact otrot.

The reason is that offset is based on entitlement, whereas jiHtifted ori-

set is based on the lesser of actual entitlement and intradislrict equal-

izing entitlement, which in Novato is less than halt the actual entitle

ment. Paradoxically, the justified offset is a lesser proportion of

actual entitlement in Lite cases where the federal payment greatly exceeds

the inlradistrict equalizing payment. This occurs because justified off-

Iset is based on the amount that. would normally be available for taxing if

the federal payment represented local tax ability. The federal payment

in excess ef'iutradistrict equalizing is a bonus to the local area that

would not normally be part of the district's tax base, and therefore

should not he part of the stale offset.

The 10 districts in Virginia are reasonably representative of the

county and -ity districts that constitute thu,public school system in

that slate. In 1959-60, the year tor which we had adequate data lor the

analysis, the state equalization program had two piovisions that have

since been eliminated: (1) the calculated equalization aid was prorated

at 51% of the calculated need; and (2) a limit of $225,000 per district

was set on equalization aid. Under the old conditions, offsetting occurred

in only 5 of the 10 sample districts. The proportion of funds offset var-

ied greatly, from 75 in Fairfax County to 515 in Prince William County,

In the latter county, the proportion offset was double the amount justified.

Using the 1959-60 data, but changing the equalization procedure to

conform to that used at present in Virginia, the offsetting was recalcu-

lated. The results are strikingly different and conform more to the

Present practice. Offsetting occurred in 8 of the 10 districts, All the

federal funds would be offset in 4 of these districts, In all but ono

district, the proportion of funds offset would ho much in excess of that

justified. It would appear that the offsetting procedure now used in

Virginia is far less satisfactory than the one employed in California.
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In gene 1 a variable proportion of the actual federal entiiloment

appears to be available for justifiable offset.. In the two states exam-

ined above, this proportion varied from a mlnim-m of 9% in Princess Anne

County, Virginia, to a maximum of 47% in San Jose Elementary School Dis-

trict, California, Thu minimum availability for offset occurs when there

is considerable federal overpayment, meaning that the intradistriet equal-

izing payment, which limits the justified offset, is much less than the

actual payment; second, the district tax rate will be relatively high,

resulting in a low is /td ratio. The offset taken will be close to the

offset theoretically available as determined above, where federal payment

is less than Pe, so that. Fe is not controlling, anal where the district

tax rate is low relative to the stipulated tax rate. To devise an offset

formula that will just take the justified proportion federal funds,

i.e., representing double payment , it is necessary to lnow and to use the
value of Fe:

Using the 17 districts in California and Virginia shown in Tables 54

and 55, it may be estimated that offsetting an average of 3O of the fed-

eral funds is justified.
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SYMBOLS USED IN STUDY OF P, L. 815

a Lime perioi duting which a school district is potentially

eligible for receiving P. L. 815 payments

F payments to a soh of district under P,L, 815 during

P
e financial burden during T placed.on a school clist_.rict l ,cause

of an increase in federally connected enrollment

average daily membership . ADM

augmentation during T

K costs of building minimum school facilities during T, -financed

repaid with revenues frem property taxes or federal payments

residential property tax revenues for construction of school

facilities during T

ratio of aver

total non-5(s ) r Ai

of 5(a)2 and 5 ADM to average

ratio of property taxes attri_

ADM to property taxes attributable tc
nc =d ADM

5(a)2 and 5(a)3

nonfedorally n-

state average per pupil cost of construction minimum school

facilities

SFPC state per pupil ,cysts_ of building minimums school facilities

Subscripts

f federally connected pupils

unhoused federally connected pupils under Section 5(a)l

unhoused federally connected pupils under Section 5(a

3 unhoused federally connected pupils under Section 5(a)3
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Chapter 7

iVAI.LAT1O Ot P. L LIS

General Discussion

The purpose of the evaluation of P 1. SI5 is to eNaminu whoLher the

provision of assistance for the constrntlion of urgently needed minimum

school Laeilities has relieved the financial burden placed on school dis-
tricts as a result_ of the iibstantial incrua=cs in -t,t,hool membership

related to new 01 iiR1oas ! federal activities Five of the fifteen 1LO

Lions of the law deal with spool II. ways in tAhich tho federal .'it-,t-anco

can take place These five ,uction, are

1. Suction 5--federal payments to school district:-._; according to Sec-

tion 5 of P.L. 515, Suction 5 distinguishe6 between (a) children

residing on federal property with a parent employed on federal

property, (b) children residing on federal property, or residing

with a parent employed on federal property an(l
, (c) children

whose membership resulis directly from activities oi the United

States, These children arc called 5(a)1, 5(a)2, and 5(a)3 pupils

Section 5 puymonts LIVO made ir there is a ,.4tidden increase in ono

or more of those categories of children This incroae Is com-
pared with 55 of the total ADM (average daily memher$'hip) during

the base year in ease of Stn) 1 and 5(a)2 Lhildren and with 10r::;

of the total ADM during Lilo base year in cas,e of 5( u)3 children.

Section 8--federal payment-ft ill addition LO Section 5 No-monis

111 order to finance the nonfederal share of the t...:0-6t5 of tho

projects set forth in the t4cho01 districts uppiications. Those

payments are 'Rude in emergencies like floods ouch fires

1. Set ion 9 - in the form of providing temporary tehool

facilities or payments equal Lo the costs of building temporary

school facilities if the membership of some or all of the fed-

erally connected children will be of temporary duration:

4 By Dr. Henri L. Beenhakker,



1. Section 10assistance in the form of providing minimum school

facilities if (a) no tax revenues of the state or any political

subdivision thereof may be expended for the free public educa-

tion of federally connected children, or (b) no local education

agency is able to provide suitable free public education for

such children.

5. Section 14--paymenls that are mostly made to school districts

pYO' iding free public education For children who reside on

Indian lands located outside the school djstricl,

The above description of federal assistance is a 'ief ono,
ff

A compila-

tion of Public Law 815, Eighty-First Congress as amended (20

(331-615)" gives a complete description. Labovitz has described the

history of P.L. 815.

During the analysis of P.L. 815, it appeared that of the school dis-

tricts that received or applied for P.L. 815 payments, orgy a few were

familiar with the details of the law. School districts cannot bo blamod

for this since there are no references that provide details such as deter-

mination of the augmentation in unhoused ADM for Section 5, or the appli-

cation of the localization procedure.

The analysis of P.L. 815 in this report emphasizes Section 5 pay-

ments, since the total of these payments over the years 1951-64 is about,

ten times as much as the total of Sections 8, 9, and 14 payments.

lantitative Evaluation of Payments under Section 5 of PA,. 815

The following procedure has been developed in order to examine

whethur federal payments received under Section 5 of P.L. 815 are smaller

than, equal to or largo! than the financial burden placed on a school

district as a result oi its increase in federally connected enrollment

in elementary and secondary schools As in any examination of capital

expenditures, this study has to be conducted for a period of time not

shorter than approximately 10 years. The procedure has been applied to

school distriotS for which sufficient information could be obtained through

interviewing the local officials. These school districts are (1) Salina,

Kansas, (2) Brevard County. Florida, and (3) Montgomery County, Maryland.

* US. 011 ice of Education; Department of Health, Education, and Welfare,

Washington, D.C., January 1964.

Labovitz, op. cit.
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Pupils eligible for payment under P.L. 815 are defined as t lows:

5 (a)2 children are those residing on federal property or residing with

a parent employed on federal property (situated in whole or in part in

same state as the school district of such agency 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 contractor)
. There is a small difference

between the definition of 5(a)2 children in P.L. 815 as given above and
that used in this study. This study considers children with a primary

wage earner employed nn federal property" rather than "children with a

parent employed on federal property. Tho distinction is made since

children with a secondary wage earner employed on federal property do

not result in a burden placed on the school district.

Thu following notation is introduced:

P = actual paynments to a school district under P.L. 813 during

period 'P

Po = financial burden during period T placed Oh a school district

as a result of an increase in federally connected enrollment

in elementary and secondary schools

. the augmentation in total ADM during period

ANE = the augmeirtaLian in ADM of 5(a)2 and/o 5(a ); chchildren during

period T

K the costs of building minimum school facilities during period T,

which wore financed or will be repaid with revenues from prop-

erty taxes or federal payments made under P.L. 815

Lj = residential property tax POV iirs from local federally connected

familius for construction of school facilities during period 'P

One has to compare P with Po in order to examinc whether P.L. 815
payments are smaller than equal to or larger than the financial burden

placed on a school distplet.' Information regarding P is kept on the

school district's application forms in the Office of Education.*

Summary' sheet for al It L ion completed on Public Law 815 as amended.
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Pe is determined as follows'

(1) Pe = --
N

In other words, the financial burden placed on a school district as
a result of an increase in federally connected enrollment in elementary
and secondary schools is equal to that art of costs of building minimum
school facilities which reflects the COS of the augmentation in 5(a)2
and 5(a)3 children, minus revenues from local families of 5(a)2 and 5(a)3
children as a result of property taxes from residences.

where

Li is determined as follows:

(2

= ratio of average number of 5(a)2 and 5 ADM to average
total non- 5(a)1 ADM. The averages are the averages over
the repayment period of school bonds issued during period T

x = ratio of property taxes attributable to each 5(a)2 and

5(a)3 ADM to property taxes attributable to each nonfed-

orally connected ADM (assumed by P.L. 825 to be .50)

K as defined previously.

The following,- assume _ arc made for the computation of Pc:

1 Equation Cl) assumes that nonproperty tax revenues per family
from federally connected families are the same as from nonfed-
orally connected families

The unexpended balance of construction funds at the beginning
of period T is not significantly diffc:ront from the unexpended
balance at the end of period T

It is felt that the above assumptions do not make the comp, -'son
between P and Pc unrealistic.
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where

P consists basic;ally of three components:

(3) P = 0,95w (AN') A- 0,50w (X9) 0.43w

m average per pupil cost of constructing minimum school

facilities in the state in which the school district is

located

AN1 = the augmentation in unhoused ADM of 5(a) 1 children (Le,,

.children living on federal property with a parent working

on federal property) during the increase period

1)N9 = the augmentation in unhoused ADM of 5(a)2 children during

the increase period

3 the augmentation in unhot scd 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 (z- (ADM) and then subtracting the number of fed-

erally and nonfederally connected housed students.

The augmentation in ADM or AADM is determined according tc one of

the following four rules:

I, AADM terminal membership minus the ADM during the base year

The terminal membership is the membership at the close

of the increase period.

ADM = terminal membership minus the ADM during the base year

plus the nonfederal deduction. The nonfederal deduction

is 1075 of the nonfederal ADM during the base year minus

terminal membership,

3. AADM = terminal membership minus terminal membership of the last

prior eligible application.

4. ADM = terminal membership minus the total number of children

previously counted for purposes of Section 5 of P,L, 815,

These four rules for con Ating 6_,A_ result in four different ADM

values; the smallest of these four values is used iia the calculation of

6111, A1,19, and AN3.
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A difference betwoon P and the Pe, calculated above, may ho explained

by one or more of the following factors:

1, P may be higher than Po because of federal children who were

entitled clue to secondary employment at mother only This re-

lates to the difference in the definition of 5(a)2 children in

this study and the definition of 5(a)2 children in P.L. 815-,

The complex computation of ADM as described above results 1H

a computed augmentation of federally connected ADM during

period T which is different from the actual augmentation in

ADM during period T.

.,. Too high or too low actual costs of constructing minimum school

facilities. The federal government specifies a single cost per

pupil for an entire state and does not make any distinction

between costs of building a high school anti . costs for building

an elementary school. Also, there is no distinction between

costs of now buildings and costs of additions. School districts

where more high schools than elementary schools were built arc

likely to have too high actual costs, while school districts

with more new elementary schools are likely to have too low

actual costs. A similar observation can be made for school dis-

tricts with a majority of new buildings versus school districts

with a majority of additions. A final reason for construction

cost differences is the possible inflation of construction costs

since the time of application, because the time lag between date

of application and starting date of construe Lion varies between

()nu and four years,

4, In prescribing the dotermination of P, P.L. 815 uses an arbi-

trary "payment ratio" of .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 each 5(a)2 ADM to property taxes attribut-

able to each nonfedel.ally connected ADM (x1 in formula (2)) is

.50, regardless of the actual value of xf. That this may not

be the case is shown later for the Salina case study, in which

an xr of .33 was obtained.

3. Thu 5% absorption condition for both 5(a)1 and 5(a)3 children,

i.e the federal government pays 95% of construction costs for

5(01 children and 45% for 5(a)3 children (see equation (3)),
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durin which Salina as pote=ntial ly elipible for reecivint, D.L. 815 pay-

ments was observed. In other words, T = 13. The following values were

obtained for the parameters of equations (1)

and

P = $1,000,000

= $4 880,000

= (1950-51 to 1963-64) 4,884

(1950-51 Lo 1, -64) 2,192

h - .18

Xf

The above information gives:

Lf = 33 $4,880

= $290,000 (see equation (2))

192 - $290,000

= x 2,19_ '29 000

,190,000 $29 0 ,000

. $1 , 0,000 (see equatio (1

The foregoing mpt ions do not Lake into consid ration the _ et

that Schilling AFB (the federal ,facility near Salina) planned to be

closed down beginning in January 1965, since this plan was mot known

until the fall of 1964. Note that, under thu assumption of l.he eontli 1-

alien of Schilling AFB, only 57.4% of the federally connected

school construction burden was met by federal funds (P/To X 1(0), and

This is the product of the three ratios _ent_ified under item 2,

above. Their source is explained mole fully in the Salina case Stticl

under the subsection Sample for Federally Connected Property Tax Pay-

ments.
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The Office of Education needs the following additional infoma lon

if it wants to apply the procedure described above to any school district

in the country.

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," or* federal
and nonfederal share of construction costs. K is obtained by

subtracting state construction payments from the nonfederal

share of construction costs.

The actual ratio of property taxes attributable to 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 proceduresfor example, the method used in

the Salina case study was to multiply estimates of the follow-

ing three ratios listed below.

a. Ratio of nonfederally connected residential assessed valua-

tion to °Lai_ nonfederally connected assessed valuation

(:55 for Salina).

b. Ratio of mean assessed valuation of federally connected to

nonfedeally connected housing units (.72 for Salina).

Ratio of federally connected housing units per 5(a)2 and

5(a) 3 ADM to nonfederally connected housing units per non-

federally connected ADM (.83 for Salina).

Ratio (a) above can e approximated for a few selected local areas

with a population of 50,000 or more from the Census of Governments, Tax-
able PropertyValues*--but noto that a proper computation of the ratio

requires the deduction of federally connected residential property valua-
tion from the values found in the Census of Governments. The true fetter° .

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 toy Salina Kansas, through
the case study: A period of thirteen consecutive years (FY 52-FY 64)

11,5. Departmc nt of Commerce, Bureau of the Census
:
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that Po was greater than P for Stain a total of $810,000 ($1,900,000 -

$1,090,000), This difference between P and Pe can roughly be accounted for

by the following adjustments:

Thousands

of Dollars

Actual Salina P.L. 815 payments $1,090

1 Add: Funds for increase in federally

connected ADM not covered by P.L, 815

payments [(.9 X 193 5(01's .5 x 211

5(a)2 s) x average Kansas per pupil

cost rate of $1,130]. These funds

cover the financial burden resulting

from an increase in federally connected

ADM during yours in which no P.L. 815

payments were received. +326

Payments adjusted for ADM differences 1,416

2. Deduct Decrease due to $141 excess of

average Kansas per pupil cost rate

($1 ,130) over Salina K/ ADM ($999) . -165

Paynnents acljustccl Lc Salina K/nADM rate 1,251

Add E cess of federally connected

property tax payments that would be

assumed by P.L. 815 ($999 X 1,834 X

.5 - $916,000) over the amount of such

taxes as estimated from the sample of

federally connected families in Salina

($290,000).

Add: Amount, to bring 5(a)1 contribution

up from 95% to 100% of Salina K/ADM rate.

5. Nat accounted for, due to rounding of

data

Financial burden for school construction

due to increase in federally connect( 1

enrollment (Pe)

Total adjustmen-

219

4-626

+ 18

810

$1,900



Inspection of the above adjustments reveals thaC the majo causes of

the $810,000 difference between P and Pe arc: (1) the failure of many

federally connected students to qualify for P.L. 8] 5 assistance (under-

payment of $326,000); and (2) the assumption by the P.L. 815 formula that

federally connected families in Salina paid more school taxes than was
actually found to be the case (underpayment of $626,000). These two

sources' of underpayment were offset somewhat by a $165,000 overpayment

due to the excess of the average Kansas per pupil cost rate over the

Salina rate (K/ADM).

P and Pc have boon computed for Montgomery County, Maryland for the

period FY 56-FY 63. The following values were obtained for the parameters

equations (1) and (2)

P = $ 16,302 q02

K = $107,308,400

13,115

16.9`10

h

.65

The last ratio was obtained by multiplication of the following two

ratios.

The ratio bf nonfederally connected resicontial assessed valua-

tio total nonfederally connected assessed valuation (.629)

(2) The ratio of mean assessed valuators federally connected to

nonfederally connected housing units (1.04)

The 1. tio of federally connected housing units per 5(a)2 and 6(a)

ADM to nonfederally Connected housing units per nontedeally connected

ADM was not available and was assumed to be 1. The above in1ormation

gives:
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and

Lf = .36 x ,65 X $107,308,400 = $25,110,1

$107308,400
X 16,900__$25,110,116

43,115

= $41,850,276 - $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 are:

P = $ 7,401,000

= $31,710,000

N 33,991

Nf 17,244

h .40

xf = .47

The value for xf was obtained in a way similar to the computation

of xf for Montgomery County. The ratio of nonfederally connected resi-

dential assessed .valuation to total nonfederally connected assessed

valuation is .47. The ratio of mean assessed valuation of federally

connected to nonfederally connected housing units is assumed to be 1,

since no information was available.

.40 x .47 x $31,710,000 $5,961,480

$31,710,000
Pe = X 17

33,991
$5,961,480

$16,08 ,000 961,480

= $10 ,520
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Thus, Vo is larger than P. The difference is $10,123,520 $7,100,000 ,-,

$2,723520. Seventy-four percent of the federally connected school con-
Struction burden was met by federal funds (P/Pe x100).

An analysis of the differences between Pc and P for Montgomery County

and Brevard County has not been made, since the available information was

not suificient- However, these analyses can be performed in a way similar

to the analysis of the difference between Pp and P.

Analysis of School Districts that Did Not Meet the Section 5 Eligibility

Requirements

Before 1958 the eligibility requirements were established separately

for 5(n)1 5(a)2, and 5(a)3 children. The definition of 5(i)1. 50)2,

and 5(a)3 children is given in Subsection 5(a) of P. L. 815. Since 1958

no distinction was made between 5(a)1 and 5(a)2 children for the eligi-

bility requirements. A Compilation of Public Law 815, Eighty-First Con-

grcss, as amondod (20 U.S.C. 631-645)* describes the eligibility require-

ments, The increase in federally connected children is compared with 55

of the total ADM during the base year in case of 5(a)1 and 5(a)2 ehiidren

and with 10 of the total ADM during the base year in case of 5(a)3

children.

Applications, payments received-, and rejections have been studied

for a sample of 146 school districts from every slate over the period
1952-01, The applications rejected have been examined in order to inves-

tigate whether there is any corrclation between the number of rejections

and the base year total ADM That is can one expect more rejections in

school 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 the sample of 146 school districi.$ dur-

ing the period 1952-64 is given in Figure 10. Categories will no rejec-

tions ore not picturod in this figure.,

Figure 10 indioates that, the sample had 92 rejections and that :h9

of the rejections were in school districts-with a total ADM smalier than
3.000-

US. Office of Education; Department of Health. Education, and Wolfavo,

Washington, D.C., January 1964.
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This percentage, however, is misleading since the number of smaller

school districts is larger than the number of larger school districts.

In-other words, one has to consider the number of applications per ADM

category in order to establish whether there are relatively MOVu rej0C
Lions in the smaller or larger school districts. Table 56 reports the

number of applications per ADM category for the sample of 116 school dis-
tricts during the period 1952-64_ This table indicates that, as a per-
cen tage of the number of applications, there were more rej liORS in the
larger school districts. It is not known how many school districts did

not apply for P.L. 815 payments because they believed that they could

not meet the eligibility requirements Nevertheless, iL is probably true

that the percentage of rejections is larger for the larger school dis-

tricts, since L is harder for these school districts to meet the eligi-
biltty requirements. Figure II depi

the different ADM categories.
the percentage of rejections for

From the ahove, one can conclude that difrevent eligibility require-
inen caught tci be established for school districts of different sizes.

IL has also been investigated whether the change in eligibility

requirements in 1958 influenced the shape of the distribution of Fig-
ures 10 and 11 significantly. The shape of these distributions does not

change significantly if one does not include the rejections prior to
1958, However, the sample size may be too small to draw the conclusion
that the change in eligibility requirements in 1958 did not influence

the above distributions.

A Comparison of State Per Pupil. Cost and Per Pupil Actual Costs of Build-__
trig Minimum School Facilities

The State Per Pupil Costs .SPPC) are the average costs of building

mi imum school facilities in each state. Miniiiiitici 1-;e11001 facilities''
arc those instructional and auxil iary rooms (and initial equipment)

inclusive of single purpose auditoriums, single purpose gymnaslum, and

any built-in spectator space, necessary to operate a program of tree pub-
lic education for the school members ot the applicant: at normal capacity

in accordance with the laws and customs of the state. SPPC figures for

the years 1953-64 are given in Appendix Table H-1

The computation of SPPC's does not d istinguish between the costs

or building elementary schools and the costs ot building high schools.

There is also no 00,ainetion made between the costs or building junior
high schools and the; costs of building senior high schools ov the costs
of constructing new SCh001 buildings and the costs of constructing addi-
tions In railer words, the _federal government assumes that the SPPC is
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Table 56

NUMBER OF APPLICATIONS AND NDMBER OF REJECTIONS

PER ADM CATEGORY

School Districts With

a Total ADM Between

Number of

Applications

Number of

Rejections

Percentage

Rejections

100 1000 127 18 14,2%

1000 - 2000 63 0 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

6000 - 7000 20 0 30.0

7000 - 8000 92 9.1

8000 - 9000 23 4 17.4

9000 10,000 19 9 f17.4

10,000 15,000 58 10 17.2

15,000 20,000 28 1 3.6

20,000 - 25,000 22 5 ?2.7

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 r 71.4
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equal to the average per pupil costs oh building elementary schools and

high schools and considers additions as new buildings. The construction

costs of high schools are higher than the construction costs or elemen-

tary sthools, while the construction costs of new buildings are guneraliv

also fiigher than the construction costs of additions Hance school dis-

trict receiving P.L. 815 payments for elementari, schools are paid too

much, while school districts receiving P L. 815 payments for high schools

are not paid enough.

An investigation of the diitoroocos between the per pupil construc-

tion cost s. of olementary schools and high schools, Junior high . schools

and high school, new building and addttion wa made for the Section S

payments which wore received by (ho 116 'tchoot districts during Lhe Years

1952-64. In other words, a samplo including scicol districts from the

entire United State, wa'; taken,

Table 57 gives the number oh SQ(1,i0II 5 payments per type of school'

building made to those schoo1 districts during the years 1952-62, and the

averago per pupil construction costs. For instance, the $808 repovtod

for elementary schools was the average pur pupil «Instruction cost or

the 837 elementary schools A total of 7.S92 Section 5 payments has been

studied.

Tabli 57

AVERAGE PER PUPIL CONSMCI1ON COSTS AND NUMBER OF SECTION 5 PAYMENTS

PER TYPE OF SCHOOL BUILDING FOR 146 SCWOL DISTRICTS

Typo of

School Building

Average Per Pupil

Construction Cost

Number of

Soction 5 Payments

New

Buildings Additions

New

Buildings Additions

Elementary schools

Junior high schools

High schools

808

025

1.291

$ 625

907

1,139

837

.940

2,456

641

912

. 2,106

* By construction cos -s is meant the costs of building minimum chool

facilities,
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An average SPPC figure was computed in order to gain an impression
of the magnitude of the differences between SPPC and average per pupil

costs ca building minimum school facilities as observed in our random
sample of 146 school districts_ The average SPPC figure used for this

comparison is the average SPPC of all the SPPC's reported in Appendix 11-1.

This overage SPPC is $1,221.00.

Table 58 pictures the differences between $1 ,221 the avorage per
pupil construction costs or Table 57.

Table 58

DIFFERENCES BETWEEN

AVERAGE PER PUPIL CONSTRUCTION COSTS

AND AVERAGE SPPC

Average
Type of School Building Construction Costs

minus .Average SPPC

Elementary schools -$384

Elementary schools - additions -580

Junior high schools -281

Junior high schools - additions -309

high schools +70

nigh schools - additions -82

It has to be realized that Table 58 gives us only an improssion of

the differences between actual average per pupil construction figures and
SPPC. One has to make the computations year by year and state by state:

in order to got more realistic differences. However, the differences
reported in Table 58 arc sufficient to convince us that the federal gov-

ernment should make a distinction between the different typos of school
buildings for the computation of SPPC figures.

An Analysis of the Nonfederal Share of Costs c I Building School Facilities

School districts are not required by law to participate in the costs

of building school facilities, althelgh the school districts' application
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forms show the Co al and non ed rat shave of those costs. The eost

figures have been s udiod for the sample oC 146 scho distr'ts during

the period 1952-64. The percentage of the totat const ction costs which

is equal to the nonf eedral share* has been c-mputed for the payments re-

ceived by these school districts during this period of time: Table el

reports the number ol payllletiI s received per percentage nonfederal share.

Thus, out or tho 422 PA., 815 Payments received by school distriets,

there were 206 oases where ilia' school district natd between 0 and .5r,t of

the total constructton costs; out of the' 422 payments received, there

wore 32 cases where the school district laid between 6 and to% , the

total construct ton costs, etc.

Thu conclusion ono can make 1 om the above table is that the )cr-

centage nonfederal share is in general low: SG is of the cases studied had

a percentage nonfederal shave lower than 10%, and rlti had a percentage

federal share lower than 5"76,

IL has also ljoeil investigated whether fedi payrents tend to reduce

or ncreaso a future percentage nonfederal share. That is, does the per-

centage nonfederal shave of a school district decrease or increase over a

number of successive P.L. 815 paymonts received by the school district?

Our sample consisted of 422 P.L. 815 payments received by school

districts (see Table 59). The trend of the percentages nonfederal share

has been examined for school districts that received at least three suc-

cessive P.L. 815 payments. The P,L. 815 payments received wet.- listed

according to the following classes:

.sive payments with a gceneral increasing trend of the per-

centalEo nonfederal share,

II Successive payments with a general doer sing truiul of the per-

centage nonfederal share,

III Successi

about cc

payments whore the ircon ago nonfederal share was

IV Successive payments where no general trend of the perceiitage

nonfederal sharu could be recognized.

Table 60 shows the li-

the above classes.

age of P.L. 815 payments round in each of

* This percentage will be called "percentage nonfederal share.
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Table 59

NUMBER OF PAYMENTS RECEIVED

PER PERCENTAGE NONFEDERAL SHARE

Percentage

Nonfederal

Sharc

Number of

Payments

Received

0 -5 206

6-10 32

11-15 18

16-20 15

21 -25 17

26-30 18

31-35 11

36-40 15

41-45 10

46-50 10

51-55 0

56-60 0

61-65 9

66-70 8

71-75 6

76-80 7

81-85 5

86-90 4

91-95 4

96-160

Total 422
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'rabic 60

PERCENTAGE OF

P,L, 815 PAYMENTS PER "TREND- CLASS'

Class Percentage

I 8

15 3

')3.6

IV 52 8

Total. 100

Tho porcentagc-i of Table 60 disclose thu L ther o i nee Lndica ti(_n

that fedoral payments Lend to recuco or increase the fuLtre percentage

ac ifederal share.

ion 5.

The distribut.i n of the magnitudes of Section 5 payments received

by all the school districts in the country, has been examined. Appen-

dix 11-2 gives the number of Seet ion 5 payments received during 1951,

1952, 1963, and 1964 per class of magnitude. The following observaLieas
can he made from Appendix Tablf.,1

The total number of Section 5 paymon in (a) 1951 was 195,

(b) in 1952 was 665, (c) in 1963 wa$ 148, and (d) iu 1964 was
61.

The three largest numbers of Section pavmeltts during each ot

the four years-full into the same three classes, viz, class

100,000-140,999; clas 150,000-199,999, and class 200,000-249,999,

Except for the cluster of number or Section 5 payments mentioned

in 2 above, the number of payments in each year considered,

seemed to be randomly distributed over the other magnitude

classes,
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The number of successive years a school district received Section 5

payments has also been examined. The number of successive years is de-

fined as those during which a school district eived, without inter-
ruption, federal assistance. For instance, if a school district would

have received P.L. 815 payments in 1952, 1957, 1958, 1959. and 1963,

then the number of successive years during which a school district

recolved payments is three.

The total number of P.L. 815 payments made during 1951 -61 is 3,207.

The number of school clist i:An:Ls that received P.L_ 815 paymonts during

two successive years is 59; during three successive ears, 110; during

four successive years, during live successive years, 23; and during

six successive years, Table 61 pictures the number of school districts

in each state and territ with a number of successive years of 1,
1, and 6.

Table Cll discloses that California, the state with the higa

ADA, has the maximum number of school distri _s with a numbor of cues-

sivo years 2, 3, and 1. Texas, also with a high ADA has the maximum num-

ber of school districts with a number of successive oars of 5.

It is evident that the majority of school districts does not receive

Section 5 payments during Lwo or more successive years, since it is diffi-

cult for a school district to meet the eligibility requirements MOF0

than one year: That is the probability is rather low that during two suc-

cessive years the terminal membership of 5(a)1 and 5(a) children minus the
base yeav ADM Of 5(a)1 and 5(a)2 children i s larger than five % of the base

year total ADM. Wu saw that in cases like Salina, Kansas, this low prob-

ability of receiving Pi,: 815 payments in two or more successive years,

may result in a significant difference between the financial burden placed

on a school district, (Po) and the actual P.L. 815 paymonts (P). A possi-

ble solution to the obliteration of this difference is to include in the

computation of the eligibility requirements, the increase in federally

connected children during the years in which no P.L. 815 payments were

Voceived after the last year in which P.L. 815 payments were received:

For instance, a school district applying for P.L. 815 payments in 1965

would include in the computation of the eligibility requirements the

increase in federally connected children in 1962, 1963, and 1964 if the

last year in which the P.L. 815 payments were received was 1961. HOW would

one include the above increase in federally connected children during the

years in which no P.L. 815 payments were received? This would be done by

adding this increase to the terminal membership of 5(a)1 and 5(a)2 chil-
dren. The base year ADM of S(a)t and 5(a)2 children has to be subtracted
from this sum. If the resulting figure is larger than 5% of the base year

total ADM, a school district would be eligible fc,r P.L. 815 payments; if

the figure is smaller, the district would not receive P.L. 815 payments.
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Table 61

NUMBER OF SCHOOL DISTRICTS IN EACH STATE

WITH THE NUMBER OF SUCCESSIVE YEARS OF P. L. 815 ELIGIBILITY

A :
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vi- 2 yr 3 774- yr
1-
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The pal PA,. 815 payn 11.5 nut. absor bed h (istrirAs is

the amount of dollars which is left ever from the P.L. 815 payments after

completion of the construction of minimum school facilities. What happens
with these nonnbsc rl3ecl P.L. 815 payments? The following procedure is

established for nonabs rbed Section 5 payments:

The nonabsorhed payments go back to the federal government if

the nonfederal share of total construction costs is zero.

The nonabsorbed payments remain with the Scho0J district if the

school district did cont ribUtu to the toLal construction costs,

Appendix_ Table H-3 reports per state and per year the nonabsorbed p

meats that were reimbursed to the federal government during the period

1952-57. Table 62 gives the total of the reimbursements.

Table 62

SECTION 5 REIMBURSEMENTS

Year
Suction 5

Reimbursement

Number of

School

Dist:pints

1952 438,874 1

1953 1 197,931 47

1954 571,733 36

1955 989,219

1956 2,568,744 36

1957 32,757

tice from the table that the Section 5 reimbursements staring

1956 were high compared with the other Years.

What does this mean? It means either (1) that for the school dis-

tricts with a zero nonfederal share of total construction costs, the

financial burden placed on a school district as a result of an increase

in federally connected enrollment was probably better met during 1956

than in the other years; or (2) that during 1956 there were more school

districts with a zero nonfederal share of total construction costs than
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in the other years; or (3) that there were more school districts receiv-

ing P.L. 815 payments in 1956 than in other years. The third conclusion

is not true, since there were more FA, 815 payments made in L952 and

1951 than in J956, while the number of payments made in 1955 is of the

same magnitude as the number of payments in 1956. There was not enough

information available to investigate whether conclusion (1) or (2) is

true for 1956,

Appendix Table 11-3 discloses that there are districts in certain

states, like Caltlornia. New jersey. Ohlo, Michigan, and TCHUQS(20, with

reimbursements during four successive years (19o3 1954, 1955, and 195(3),

Lack of available information did not allow an examination about the sig-

nificance of this obscrvaiiun. II may mean that during these years there

were in the above stales many school districts P was larger than PO,

Section 8, 9, and 1-1 Pavments

TIR,VC! is little to say about_ the Section 8 and 9 payments, since the

number (74) of these pavments during ihe years 1952-G1 was insufficient,

to periorm a statistical analysis_ The amounts paid out under Sections 8

and 9 arc reported in Appendix Table 11-4. This [able includes :ill the

payments similar to Section 8 and Section 9 payments during the years

1951-64,

Sect, ion 11 payments were for the first Lime introdticed in 1954. There

were also too few Section 14 payments during 1951 -64 to make anv conclusive

observation The amounts paid out under Section 14 call be obtained from

the annual report of the Commissioner of Education.* Table 63 shows the

number of school districts fu each state with the corresponding number of

SUCCUblVU Suction 14 payments. Numbrent Awcessivu Suction 14 payments

are here defined in a way similar to number of successive Section 5 pay-

mini Us

Administration of Public Laws 874 and 815, AnnUal Reports of the Com-

missioner of Education, Ii S. Department of Health, Education, and Mol-

fare, Office of Education.
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NUMB OF

Table 63

TVE SECTION 1, PA IENTS

State n r To

Number of Successive Nears

1 2 a 4 5 6

Arizona

California

Colorado

Idaho

Minnesota

Montana

Nebraska

Nevada

New Mexico

North Dakota

Ohio

Oklahoma

Oregon

South Dakota

Texas

Utah

Washington

Wisconsin

Wyoming

Guam

Total

27

8

1

5

13

21

4

3

4

G

55

1

6

1

7

11

O

1

6

1

I

1

4

2

12

1

84

1

1

4

1

1

13

1

_

3

1

1 1180



APPENDIXES

A \



c.11:: A

SAMPLING TECHNIQUES FOR MEASURING THE LOCAL REVENUE

FROM FEDERALLY CONNECTED FAMILIES
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Appendix A

I INTRODUCTION

This appendix ha- buen written to provide the reader with a knowl-

edge of smnpling techniques Coy measuring Li, the local revenue from

federally connected residents.

Probability samples provide alt estimate oC Lr and in turn, F,, in

which the error of the estimate is both controllable and measurable,

Implementation of this technique requires careful definition oC the popu-

lation to be sampled and thorough evaluation of the tolerable as

errors. The presampling analysis includes an investigation of the plausi-

bility of sampling followed by a detailed study of its feasibility,

In Section II, which describes the general problem of measurement,

the formula for computing allowable sampling errors is developed. Sec-

tion III describes the important factors to be considered in evaluatlng

the plausibility and feasibility of sampling and presents the problems

encountexed iii designing an effective sample for Montgomery County,

Maryland. Also described is the sampling plan and results of the sample

performed for the .Salina, Kansas, school district; this sample generated

a very precise estimate of F The calculated sample error for Fe was
slightly over 1 at 94 reliability,



II DESCRIPTION O1 TflE PROBLEM OF MEASUREMENT

The need tor an accurate measure of thu local school district Lax

contribution bv federally connected residents is discussed elsewhere in

this repolM., This is necessary to establish a satisfactory estimate or

the intradisirict equalizing payment, Fe, whIch is, under a spocitic

hypothesis, the theoretical entitlement due a school district in order

to offset Cl less in personal and property tax revenues. 'Ellis hypothesis

interprets the 1111_0111 Of the Jaw as that of offsetting -such tax losses

to the district..

Symbolically. the theoreti cal payment may be stated as Jo] lows

(I) = - 11

where:

Ln m local share of current expenses paid by property taxes

other than federally connected families

N11 ,ADA or nonfederally connected children

= ADA of federally connected children

L1 = local share or current expenes paid by property taxes

of federally connected families (including in-lieu-el-tax

payments)

Measuring the tax contribution of federally connected residents is

a formidable task, since the measures are not a part of those normally

available from local government sources Total local revenues, L are

known, and are the sum of the contributions from federally and nonfed-

erally connected residences, i.e

L m + Lf



or

Substituting in above, , becomes,

L - Lf
Nf

Nn

Nf
L

e Nn Nn

This can

Li

further d to

(2)
Nf

Nn -f

In the above equation (2) , only L is subject to errors in measure=

went, In particular, it can be shown that the variance* of estimates of

Pc derived fr estimates of LL have

var 1) var Lr

following relationship:

The value, L, is thc product of the local Lax rate and the assessed

value of the federally connected residences, i.e.

= Off

where t = local tax rate ($ per dollar of asso

V1 === to

Substi Luting

var '

value)

1 assessed value of federally connecter{ residences,

relationship (4) in (3) result in

/
1

) var tV f
Nn

which can be -written as

Var
(

t;Nf + tNn

Nn

* Variance is the squ .

standard error

precision and r

var

of the standard deviati on--sometimes called the

urement, This measure enables one to lute the

lability of an estimate.



The value of the squared term in (5) will significantly influence

thefinalerrorintheestimateof Fe. Ilereafter, this squared term

will be noted by the term I2, i,c.,

and (5) becomes

(6) var Fe

9

tNi tN,

var V.

The precision and reliability measures thaL accompany an estimate

describe Its "accuracy and subsequent usefulness as a measure of the

characteristics for which it, is intended. By precision is meant the

percent of error in the measurement. Reliability states the related

frequency of expectation that can be associated with the precision. For

example, a 10% error at 95% reliability attached to an estimated measure,

indicates that were the measurement technique repeated 100 times and a

range of plus and minus 10% attached to each moasure, this range would
*cover the true value 95 tithes.

In this particular problem ot measurement, the precision of the

estimate of Fe can be noted as

Up = \I-Var Fe

and the 141a-t-',Ne precision-as

ape.

(7) where , is the estimate of Fe.

If the errors in the measurement of Fe are normally distributed

with a standard deviation estimated by °F e, then probability statements

may be made about the range of the estimate, For a normally distributed

variate, the range covered by the mean i 1,95a accounts for 95% of the

area of the distribution function.

* Morris H. honsen, William N. Burwitz, and William G. Madow, Sample

Survey Methods and Theory, Vol. 1, John Wiley & Sows, 1953, pp. 121-

126,



Thus, the measure

± 1.96 o
o

assuming a normal distribution, would account for 95% of the area of

this distribution.

If the inequality

.10

if satisfied, then the relative precision of 10% has been achieved with

95% reliability.

used:

In order to generalize this result, the following symbols will be

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 be satisfied for

the estimate to have a precision. P, with a reliability, R:

RCF_(91
/

Fe

p

Manipulation of (9) produces

A
< PF,

cr, 2or, since var Fe = Fe

(10) var Fe

9,, 9
P Fe

3



Since Vf (assessed value of the federally connected residences) is

the measure to be estimated, the relationship of equation (6) is substi-

tuted in (10) and becomes

or

var

Var, Vf

P-Fe

which is equivalent to

PFe

RR

Equation (11) states the maximum allowable value for the standard

deviation of the estimate of Vf in order that the resulting estimate of

Fe achieve a specified precision P with reliability R.

The relative precision of the estimate Vf is given by

C(
Vf-

a
Vf

V1

which in terms of equation (11) becomes

Pi
(12) C(Vf) = m

Vf VfKR

Equation (12) 'a-es in a very useful form the amount of error iii

measurement of Vf that can be tolerated for tho stated precision and

reliability of the resulting estimate of F0. The use of equation (12)

is illustrated in the following example for Mbutgomery County, Maryland.

It is desired to estimate for the Montgomery County School District
the value of F0_ with a precision of LO% at 95% reliability. Estimateswith

of Fe and Vf developed by other means for Montgomery County. (see Mont-

gomery case study in Volume II) are shown below and were used for the
terms in equation (12)



and for K2

Thus,

(r3 .10, R = 1.96)

= $4,600,000 (estimated theoretical entitlement)

= $376,000,000 (estimated assessed value of federally con-

nected residences)

tNf tNn

Nn

= .0218 (the tax rate, i.e., 2.18 mils),

= 28,536 (number of federally connected children

53,962 umber of nonfedurally connected Children

K2 .001111

and Choreloro

C(Vf)

.033331

< (.10)(4,600,000
2f (376,000,000)(.033331

.0187 (or 1.87%)

This means that an error no greater than 1,87% in the estimate of
assessed value of federally connected residences can be tolerated If
Fe is Co have a precision of 10% at 95% reliability, This is an extremely
difficult requirement to satisfy in c,n e5timate such as this The very
small value of K is greatly responsible for this result.



III SAMPLING TECBNIQUES FOR MEASURING ASSESSED VALUES

OF FEDERALLY CONNECTED RESIDENCES

The relationship of the accuracy of the estimate of II to the result-

ing accuracy in the estimate of Fe has been developed. Under certain con-

ditions determined by 1110 characteristics of the school district, consider-

able accuracy in the estimate of L is required in order that the resulting

estimate of Fc, possess acceptable accuracy, Probability sampling tech-

niques should be utilized if feasible, since sample-derived estimates pro-

vide an estimate whose accuracy is measurable and controllable. The move.

important considerations- in designing and implementing a probability sam-

ple to measure Lf are described below.

yluusibiIity

The first consideration is the plausibility of sampling. Questions

such as the requirement for accuracy in the estimate of Lf, the availabil-

ity of a suitable sampling -frame, and the expected response arc critical

at this point.

The availability of a suitable sampling frame, i.e.., a listing of all

elements of the population to besampied, is usually evaluated first_ A

directory of all persons working at a military base, or a tax assessor's

listing of all properties within a school district are examples of sampling

frames. Such sampling frames most be current, complete without duplication,

and contain enough information about each item in the list so that the

required sample -measure can be readily obtained either directly from the

sampling frame or from some other source to which the sampling frame

information provides a direct linkage.

Any segments of the population omitted from the sampling frame should

be known and either directly measurable or some other access to their mea-

surement established. If the sampling frame is not current, methods for

determining the changes should also be established. Each element in such

a listing is designated in sampling terminology as a primary sampling unit

(psu). Probability sampling theory requires that each of these psu's have

equal probability of being drawn into the sample: Thus, all duplication

of the psti's must be removed or at least avoided when the sample is drawn.



Obviously, a sampling frame that provides neither the sample measure-
ment required nor a linkat,:e to a source lor the measure is of no value
it is quite important that this linkage he completely ostnblishod in eval-
uating the plausibility of a probability sample. For example, consider
the use of a personnel directory as the sampling frame, where it is in-
tended that the addresses contained in the listing be cress-referenced
with nn assessor's records to obtain the desired assessed value data. If

a significant number of the psu's in the listing contain a post-oil:ice box
-number as an address, the problem of measurement would become much more
difficult.

Fonsibili of Sampling

After the plausibility of probability sampling has boon established,
the major feasibility consideration is the cost subject to the precision
and reliability constraints; The major components of cost are:

1 Preparation of sampling frame.

2. Special sample design considerations, e.g.
, formation and identi-

fication of strata, rearrangement of psu's for cluster sampling,
allocation of sample.

:3, Drawing the sample.

1,. Enumeration of the sample.

5. Follow-up on non responses.

6. Computation of estimates and errors.

Depending upon the special characteristics or the population to be
sampled, these costs vary considerably. items 1 2, and 6 tend to be
fixed costs. i.o., invariant to the size of the sample. Items 3, 4, and 5
arc those costs that vary with the size of the sample.

Iii the case studios of this research project, two school districts
were evaluated for the feasibility et conducting a probability sample to
MCSUVC L1. (one or the districts was sampled, the other was not, because
of time, cost. and accuracy considerations). The fixed costs were high
relative to the variable costs in the distric t sampled (Salina, Kansas).
Thu ftnal sample size greatly exceeded that required to obtain an accept-
able precision and reliability in the estimate of Fo for Salina became



of the very low variable costs. In the district not sampled (Montgomery

County, Maryland), the variable costs were high relative to the fixed

costs.

The rigid precision and reliability requirement for the estimate of

Lf in Montgomery County obviated any possibility for sampling during this

research study. An estimate of Fe with a precision or 10% and 95% roll-

nbilitv would be required in order to maku reasonable comparisons between

the estimated Fe and the actual entitlement. This, in turn, means that

the assessed value of federally connected residences must be estimated

with a relative precision of approximately 1.9%--on extremely tight re-

quirement. These calculatiens, shown in Section 11, are based on certain

assumed characteristics of the population. Even under the most efficient

sample design, a fairly large sample would have been required to satisfy

this requirement (although relative to pexuuut. this would have been about

one-fourth the sample taken in Salina. Kansas, t.e., 5% vs 20%).

Sample Design ConsicLr .ions

Evaluation of alternative sample designs is an integral par' of the

sampling 'feasibility study, Sample designs may range from the most simple

unrestricted random sample design to comparatively sophisticated designs

employing stratification, clustering, or sampling in stages, i.e., sam-

pling by one design a group or elements containing a portion of the psiCs

and then subsampling the poufs within these first-stage sampled elements.

Stratification of the psuts is usually done to minimize the error in
the estimate. In this method the psuls ave arranged into groups posses-

sing similar values of the characteristic to be measured. Each stratum

is then sampled independently as if it were a unique population, and the
.-

estimates by stratum are cambined to form a total population estimate.

The sampling error is reduced because of the homogeneity of the psu's

within each stratum. Always, when special sample designs are utilized,

the random sampling feature is preserved. Thus, in stratified sampling,

the randomness occurs within the independently sampled strata.

The problems confronted in Montgomery County, Maryland, are an inter-

esting example of sample design considerations. The need for an extremely

precise estimate has already been discussed. In order to achieve the pre-

(ASO estimate, careful study was made of plausible alternative designs;

quite obviously, a :-]imple, unrestricted random sample would be prohibitively

costly.

Possible sampling frames considered vere directories of govern-

ment employees and the punched card property records maintained by the



* _

Montgomery County Assessor's Office. The former was rejected. for two

reasons, First, sampling from directories would not allow the intro-

duction of any efficiencies in sample design, such as stratification,

needed to attain the rigid precision required (except possibly at a

very inefficient level) Second, it would have been necessary to gather

several hundred directories, with no assurance that the entire population

of residents with federal connection was covered in these directories,

The assessor's punched card records: offered the best opportunity for

an efficient sample design. Use of this sampling frame would require

sampling of addresses of parcels followed hi an enumeration of the ample

parcels to: determine whether or not. the residence was fedI-rally connected, -

The primary sampling unit is each dwelling unit. Thus, for residential

zoned parcels, the parcel and psu are synonomeus. Parcels zoned for apart-

ments or other multiple dwelling unit residences are defined so that the

number of psu 's in a parcel equals the number of dwelling units in the

parcel. The number of dwelling units per parcel in the noniosidentially

zoned properties is not carried in the punched cards, and was to be ob-

tained elsewhere.

The punched card records are useful from a sampoing point of view

because each punched card contains the total current assessed value and

the address of the parcel. Consequently, the cards could be so stratified

that each stratum contained an extremely narrow range of assessed values

Per psu. By sampling independently from each of these stratum and subse-

quently enumerating the dwelling units forTederal connection of residence,

sources of error clue to variation in assessed value are eliminated. A

small and measurable bias in the estimate would occur using this method.

A telephone book ordered by street and address is available for

Montgomery County and provides the linkage for enumeration: The number

of children at district schools was to have been enumerated along

with the establishment of federal or nonfederal connection. The questions

to be answered by respondents were: name and address (including building

number) of employer, company, agency, or government agency; exact loca-

tion of employment; exact address of payroll office; if Army, Navy, Air

Force, or Coast Guardlocation of base or name of ship. The questions
wore to be answered by both parents,

* The parent: suivoy forms maintaLned by the school district used for

identifying children of federally connected families could not be

used as a sampling fidme, because the population defined by those

forms includes only fam:lies with children attending distiict schools.

To fully evaluate property value associated with federal connection it

is necessary to include the property of :II federal families including

those without public s(hool children.



Multi plc ciwel1inj unit parcels would have been arranged in strain of

equal assessed value per dwelling unit. A real estate listing book pre-

pared by an independent organization listed all parcels in Montgomery

County Apartment zoned parcels were listed with the number of apartments

in the improvement,

An analysis of ustimat ed sampling errors made for the sample

design for 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 of federally connected psu's in each of the substratum is critical

to the determination of stratum variance (i.e. sampling error) and was

estimated in order to perform this analysis. The method was crude; hoc

ever, it presents a likely situation confronting the sample design and

provides a reasonable estimate of variance. The stratum variance is

directly proportional to the product p(I=p), The product is at a maximum

when p equals one-half. Consequent' , the highest variances occurred for

the substratum estimated to have 30% federal connection, the highest usti-

matcd'proportion of federal connection in.the substrata,

This aialysts was conducted( on the assumption that the number of ivu's

SEI 1 led would be 1,400 in the residential zoned parcels and 600 from the

multidwelling unit parcels. This sample size was based on an estimate of

sampling costs and was determined to be the maximum sample size the re

search project could afford, For purposes of this analysis, the sample

size within each substratum of the residential stratum was allocated pro-

portionally on the baSis of total assessed value within the substratum,
For example, substratum 1 is stimated to have a total assessed value of

$273.5 million, This is 19,o% of the total assessed value within the
stratum, Thus, 19,55 of the psu" in the, substratum were to be sampled

resulting in a sample size of 251,1 This allocation procedure, although

not optimum, is adequate, inasmuch as optimum allocation would TQUiVu

more accurate knowledge of the population.

Income distribution data from the census of population for Montgomery

County was used in combination with published data on the distribution

of income of government employees in the Washington, D.C, metropolitan

area, From these data, estimates were made of the proportion of gov-

ernmeut employees in each income group. A distribution of the assessed

values of residences in Montgomery County was developed from other

census of population data. The government employees by income group

proportions were applied to the assessed value distributions, resulting

in a tough estImate of the proportion of federal employees by assessed

value substrc'o.

t A certainty (total count) substratum was formed consisting of the 100

largest psu's, This stratum would be completely enumerated rather than

sampled The remainder of 1,300 was to be drawn from the other sub-

strata.
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The estimated contribution to the variance from each of the substra-

tum is shown under the column headed Variance (Table Al) -. Substrata

7, and S with estimated federal connection proportions of .25, .30, and

.30, respectively, accounted for nearly 75% of the total variance within

the residential strata.

The total variance contribution from the single family residential

um (to which must be added the variance from sampling the multi-

dwelling unit stratum) is estimated as 163,191 x 109. It was previously

mentioned that in order for the error of the estimate of Fe to be accept-

able, the relative precision-of the estimate must be equal t.o or better

than 1,87%. This means that the variance of the estimate must be less

than 49000 \ 109. Thus, if the variance of the sample of all residen-
tial properties is not to exceed this constraint, a variance contribution

of about 33,000 x 109 from the single family residential properties would

be tolerable or a reduction down to about 21% of the 163,101 x 109 esti-

mate for the 1,300 sample size. * If this were to be- achieved by increas-

ing the sample size, the sample in substratum 7, for example, would need

to be increased from 182 to approximately 1,200 of the 25,600 psu's in

the population or a sample of nearly 5%. Extended to entire population

of parcels Of' rill zone typo, this would mean a sample of approximately

5,000 psu's--0 prohibitively large number for this study.

lina Sample

tual sample was performed in Salina, Kansas. Several sampling

plans were evaluated, and the plan implemented was a systematic random

sample drawn from the Schilling Air Force Base directory of personnel

stratified into-four strata: civilian males, single civilian females,

officers, and enlisted men. The requirement for accuracy in the estimate

of Vf as related to the accuracy in Fe was not rigid as compared with

Montgomery County. Thus,

essary, Furthermore the

precludes any ePportu

Lion of these records

a more sophisticated sample design was not nec-

assessor'S records are kept villually, which

for quick and relatively inexpensive manipula-

as a sampling frame.

The allowable variance contribution of 35,000, x 109 from the

family residential stratum is the proportionate share of the total

allowable variance of 49,000 x 109. This was based on an analysis of

estimates of the assessed value

ances under the same sampling P-

in the other rata and expected \ram-



Rough estimates were mode of Vf and Fe prior` to sampling for Vf and

were used te estimate the amount of sampling error that could be tolerated,

The estimates and the computation of the allowable relative precision of
the estimated V- are shown below' (see Xquation (12))Vf

.
below''

and I

Thus

P .10

R 1.96

= $600,000

Vf z $6,400,000

t S .0301

, 2,775

N n - 8,733

K2 16,049 x 10=4

K , 4.0061 x T0 -2

and therefore

C CV
v

Vr
0,12 = 12q,

Thus, the relative error of the estimate of Vf could be as large as
12% and still provide on estimate of Fe with a precision of 10% at 95%
reliablity. Remember that these same requirements on the estimate of
Fe in Montgomery County required a measure of Vf with relative error
slightly less than 1,9%,

The steps in conducting this sample were as follows

1. Salina addresses from the Schilling directory were sorted into

officers, enlisted men, civilian males, and single civilian
females. Based on a 20% sample , it was found that over 92% of
the married civilian females were secondary earners, employed

at the base; married females were therefore not considered fur-
ther in determining 1,1

1963 Data

A-18



From an official summary report of personnel :ing AFB
(D1 report 1317), it was determined that the dic,_,ct was about
9% short of the official count. Inquiries at the 'Anse: disclosed

that some personnel had chosen not to be listed in the Schilling
directory, but the shortage was deemed small enough that an
assumption of identity with the sampled population could be made
without risk of serious error.

A small number or bachelor officers were round to be sharing
apartments or houses in Salina with other officers. When the
number of federally connected housing units was adjusted for such
duplication, there were determined to be 447 units occupied by
officers, 1,755 by enlisted men, 190 by civilian males, and 16
by single civilian females, for n grand total of 2,408
This was 16.1% of the estimated total oC 14,000 Salina dwelling
units in 106d.

A random sample of one in five Salina names and addresses from
each of the strata were taken to the Salina County Clerk's office
whore roil and personal property valuations relating to each
housing -unit in the population being sampled were obtained, The
real property valuation for personnel living in multiple dwelling
units (duplexes, apartments, and trailer courts) was taken as
the total valuation of the property divided by the number of
units, except for the considerable number of large Salina homes
in which spare rooms had been equipped and rented to military
personnel as ap-rtment units. For such homes, the valuation of
the special apartment unit was usually available from the county-
clerk's records.

The total valuation of federally connected housing units, Vt.,
was then computed to be $4,44 million.* Total assessed valuation
for the Salina Board of Education in 1064 (V) was $62.33 million,
giving a ratio of .071 Tor Vr/V. This ratio was increased to

Mean values of housing units were estimated to be $1,840 for thetotal
federally connectodsnmple, $2.660 for officers, $1,590 for enlisted
men, $2,240 for civilian males, and $2,300 For single civilian females,
compared with an estimated mean for nonfodorally connected housing
units of $2,570. A post-sample stratification of enlisted men owed
a mean 'housing unit valuation of $158 for the 217 enlisted men ire
trailers, and $1,740 for the 1,538 enlisted men in other housing.



.075 for VV 63 because of n larger ratio of 3(b) to total non-3(n) ADA
than it the fall of 1964, the ratio .075 when multipliod by total property
tax revenues (Table SO, line a, in Salina camp study) produced the hr of
:132,200 for FV 63,

The estimates by stratcm and the variance eontribution ci each is
tnblod below

rn 1 a

Civilian males

Single civilian females

Officers

Enlisted men

V

126,360
36,880

I 189,9 I 1

2,785,185

Vaji an co \

--------

806 34 x 106

39..55 x 106

1,126 [0 x 00

3 580.10 x i0

$1,13U,339 5,852,49 x la;

,The precision of this estimate of VI is + 3 445 at 95'7, reliability
Extended to the estimate of F resulting error in Fo ((or Fo esti-
mated ns $595,900) is slightly over lq nt

fi
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Appendix 13

SUGGESTJONS FOR ADDITIONAL RESEARCH

The main task of the research uontoined iii [111 'wort was to evalu-
ate the operations of Puklie Lnws 871 and 815. The rusenrch win devoted
in anal:y.4111g the mujor purposes ot ihe law Lind studying how the laws have
operated in Futter:illy aftected school districts, Severof items tul impcm.=

lance remain_ to he studied. These OP,2 described be Low in varying amounts
1. detail,

IF the decision is reached that, till stales should establish groups

c(mparublu districts for determining the LCR of on untitled district,

then study IS needed Lo determine iiii roper procedure Jor grouping within
each state. The present system does 21(11 appear to l> sufriclently system7.

atic, eithor in terms ol number of groups, or methods of designating
groups, On the other hand, the wide differences in school district organi-

zation between states pvecludo establishing a single grouping procedure
proper for all stotes, Study is needed to establish the proper system fur
ouch s-ate oy typo of school district organization.

One system of grouping would reflect, characteristics of the districts

that cieate differences in co Sts of education per pupil; e.g., elementary

school districts have lower costs pur pup.1 than do high scho 1 districts:

districts with a large proportion d: low Income families requiring remu-
diat work may have higher costs

el upper

sidured

than do districts Wilk J nigh

inCoMe families, QIc. Other !actors besides cost should be con
in establishing grodps, such as Cl) inherent differences

propnrlion

itv to raise local funds for education; and (2) desires to achieve effi-
ciency of operations (0.g., 1'uilh)1th of very small, huh cost districts

1)0 omitted to avoid porpetuating the inefficiencies of frogmentud

scnooi di 5th

Natty amendments have been proposed hy the SAFA division and others

II) improve the operational efficiency of the laws, especially P.L. 874:

Those concurnud with the basic operation of the law hate been CoVered In
this study (i.e., those relating to eliminating the comparable district

option, cillminating-thb minimum rate- provisions, changing the 3(b) pay-

ment ratio, and changing the eligibility requirements). Many others have
been proposed that either affect only asegment of (lie entitled poulation,



or relatA) to administrative procedures, these have hot been covered in
this study. Some of them are: (1) make appropriations for two yea-rs
instoad of olto (2) uliMinate eligibility for t3th and lith grads pupils;

(N) elimitiute tho exclusion of federal persons connected with so-cu lled

comMunitv Service activities, (d) eliminate deductionis from gross entitle-
ment. (5) make payments ror pupils whose fat hors are attached In a Fodor-
ally 05110(1 ship; and (6) discontinue asSISLanCe to diSLF1(:$ in any state
that prohibits expenditure of state or local funds for the education (11
children living'on Federal property, Many of these warrant consideration,
and should be included in an analysis of mAministrative procedures- Time
has not permitted us to invustigutu thoso in this study.

One proposul of importance, bOCJUSO. Of the sums of money said to be
involved, is the elimination ot out-leased property from eligibility-
Although we IOU not studied this problem. it dourves somewhat longer
comment hero because or Lt.==; IMpOrt0OcQ.

Out-teasing ,occurs when the ioderal government luuses fuderal prop-
erty to u private organization. Thi-, property is subjuct to local tux;
the taxes ar(..2 deducted from thu gross entitlement of the district within
which the property is located, However, pupils whose parents work on the
out -teased property aro eligible Tor entitlement under P. 1, 874, An
amendment was proposed by the Office of Education to eliminate out-leased

property from eligibility on the grounds that it was subject to local
property tax and therefore was similar to privately owned property. in

making this recommendation, the Office of Education estimated that $50 mil=
11011 would Uci saved bv incorporating the amendment,

We huvo been unable 'to investiga,Le this problem in the course of this
research, hut suggest that the problem is I ci' more complex than indicated
in the Otitce ot EducatiJw amendment. PrAst, although the property is
subject to tux, the taxing procedures permitted in each state with rcLiard
te these properties are varied, Much or the property is not subject in
il).x in the same moil as is private property. Second, the school dis-
tricts not attached h) the property will still be burdened by the children

cc tose parents work on the property; and third, the determination of the

amount of funds to be saved ;Appears vury complex,

To determine the amount 01 money saved it is necessary to proceed
us follows:

1. Determine the list of school districts associated wi Lii the prop-
erty, The list will undoubtedly be long, SiACO most of these
out-leased properties -are large, (Noto In -throe California'

examples shown to us, the number or school di6triicts associated

with each were 31, 36, and 46.)

B-4



2. Fur each associn'ed school district, the pcords must bc exam-
ined to determine " -., number of pupils entitled becau or the

out-leased property. (Note: It cannot be assumed that a 1 the

district property is so connected, especially in urban areas)

3, For each dit-itrict, the number of associated pupils must be multi-

plied by their eriective local contribution rate, and then added

acros all the associated school districts.

From this total, the deductions already taken for the taxes paid

on this property must be subtracted to arrive at the net saving
associated with that particular properly.

This procedure must_ he repealed For all out-leallod properly.
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Appendix C

SOURCES AND USES OF DATA FOR SlATISTICAL ANALYSES

Three kinds of information were used for tho -:oneval statistical anal-

yses: (1) data on entitlement under F.L. 871 and federally connected ADA,

obtained from the Financial and Statistical Re, co ! (Form ON-A-117-Revised)

maintained by the U.S. Offico of Education, SATA; (2) data on financial

-hat acteristics of school districts, obtained from the U.S Office of Edu-

cation, Statistics of Local. Public School. Systems for the School Year

1059-1960; and (3) data on the socioeconomic characteristics of school

districts, obtained from Jerry Miner, Social and Economic Factors in

Spending forPublic Education (Syracuse University Press, 1963).

Sete .ed dnta were abstracted hum the entitlement rocords of the

Office of Education for 1959, 1960, 1961, and 1952. The data were trans-.

revved from handwritten records to puncheards and subsequently converted

to magnetic tape records for computer procossi:,g. Those data were care-
fully edited and subjected to all reasonnble validity checks, The tape

-records include the following: (1) gross entitlement, (2) deductions,

(3) net entitlement by section of P. L. 871 , (1) ADA by section of ih lnw,
(5) LCR for Section 3, (6) total AD of the school district and (7) cur-

rent expenses of education of the school district.

School Finnnce data were obtained from a nationwide sample of nbout

6,000 school districts conducted in 1960 by the Office of Education. Each

state was sampled independently by the Office of Education in selecting

tahe Office of Education sample districts. The school districts of each

state were strnliliod into two strata, one consisting of the larger school

districts; the second, of the remaining districts. The stratum of the

larger districts formed a certainty stratum which was completely enumer-

ated, i.e. a 100% sample of thes
10

districts were taken. The remaining

districts formed a non-cortninty stratum from which a random sample of

the school districts waS made,

Profussor Miner's study of socioeconomic characteristics comprises

a sample of approximately 1,100 school districts in 23 selected states.

The school districts are a subsample of t hose included in the Office of

Education survey described above.



The 23 s I ales included in Dr. Miner's Syracuse study are n random
sample of states from °itch or the two stratn, one, of states with property
equalization; one of states without. All school districts with fewer than
300 pupils were eliminated from the Office of Education sample of school
districts in each of the selected states. Therefore, the Syracuse somplo
is biased toward Clo larger school di!.-tricts However, the bias is small
when measured by the percent of pupils enrolledthe less than 300 enroll-
ment. school districts ]ccounting for less than d% of pupils enrolled. Thc
Office or Education sample of school districts was further reduced to a

maximum of SO sample districts in ench of the 23 states This wos accom-
plished by random selection in those stats with Office of Education sample
exceeding SO districts, A part of the information developed in the Syra-

cuse study required questionnaires directed to each or :he sampled school
districts The response rite on these questionnaires was about, a fur-

ther reduction in the Oilier or Education sample. Thrl amount of additional
bins contributed by (lie 35'7,, nonrespondent districts is I ._ known. ',he

Syracuse study estimated the socioeconomic measure for each of its sample
districts when, b'ecause of lack of,cotevminality nablished sources did
not include da ta that oppliod directly to the area proscribed by the school
district

The sample districts were classified in this study into federally
entitled and nonentitlod categories. Eac_a entitled district Included in
the tape records prepared hv this study is identified by the SAFA four-
digit project numbcr Lross-reterencing of the entitled school district-
with those in the Office of Education study required manual matching by
ROW and location of the school district Undoubtedly error: occurred,
although validity checks were made in the ADA rind TCE of the matched rec-
ords. Moan value9 of each et the financial and socioeconomic measur:Ds

wore computed toy the two calegories of school districts for each of eight
Office of Education regions (00 Table C-1) The estimates oi the regionnl
nationn, moans were do rived by first performing A postsnmpling stratifi-
cntion to obtain the two s,mple moans for the entitled nod nonentitled
district categories within each state's noncertainty strolum The two
sample mc -s were not expanded by their sampling frae.,ions,* thus creating
a potenti i source of bins; however, since regional and national differ-
ences betwcen the means we ,,.. muluolly consistent it may be concluded that

The number of retitled districts and nonentiticd dityict Was calcu-
lated for the noncer,ainty stratum of each state by matching a complete
sot of records for entitled districts with the Office of Education

sampled district reco.-ds for the year 1960 which ore identified hy sam-
ple stratum. The ratio of sample district observations for sn entitle-
ment category to the count of the total tor that category provided the
samplinL ,ractions.

C=4



the bias is not serious. The regional and national nVOrnOS wore obtained
by summing the estimnted stnte totals and dividing hv the sum of the rippro-

print() number of school districts in each of the two entitlement categor-
ies

The estimates derived in this ninner do not account lot population
diFferencrs between school districts. Each school distriel is g)ven equal

wytght, 'hereby resulting in an esitmated moon which averages lhe inei-
dence ti rho socioeconomic measures rather than the absolute value for
each of thy sample observations. Thus, the measures reflect differences
in socioeconomic oho :ic:tuitsl r school districts, and not necessarily
ditterences averaged Ni all people in school districts.



NOTES TO TABLE C-1

Key to the 19 Characteristics

1. TCE/ADA ($/ADA)

2. Instruction costs/TCE

Transportation costs/TCE
I. Elementary ADA/total ADA
5. Elementary: pupils/teacher
13. Secondary: pupils/teacher
7, L intermediate revenue/ADA ($/ADA)
8, State & fe(' nal revenue/ADA (s/ADA)
9. Local & intermediate revenue/ total revenue

10. Median family income (S)

11. Population density
12. % in nonpublic schools (70)

13. Median years of education
14. in white collar occupations (%)

15. c' with incomes over $10,000 (%)
16. ¶1 of children under 18 ()

17. 7c of nonwhite residents CO

18. % moved into school districts in last 5 years (%)
19. Salary at beginning teacher ($)

Means for Ench.Characteristic

Row 1 Number of observations in sample
Row 2 = Means

Row 3 = Standard deviation

Tests of Differences for Each Chaactoristic

Row 1 =-7 Difference of the moans
Row 2 = Standard -error of the difference
Row 3 Test of standard error, i.e., number of standard deviations

between means

Options

2, 3, & 5 1/2 state or national expenses of education

6 = Local selection of compar-_.ible districts
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APPENDIX D

SCHOOL FINANCES, in: SELECTED SCHOOL Di.t

(FL, CalcuLac.d. for 54 Districts)
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APPENDIX 1)

INANCES, By SELECTED SCHOOL DISMICTS*
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--RCES AND METHODS

Colunin

Source: U.S. Bureau of the Census, Census Geverntrien

Vol. 1r, "Taxable Property Values, Washington, DC., 1963,
Table 21, p. 101, et seq.; and Table 22, p. 140, et

Method:

(1) The of lential locally assessed real property (V
gross vaiae c t' l[wHily assessed real property times percent of
nonfarm residen0,1 property.

The value of total. gYoss developed real property (Vd) gross
assessed value times the sum of percents of nonfarm residential,

commercial and industrial, and other and unallocable locally
assessed real property,

Net value of locally assessed nonfarm personal property p)

locally assessed personal property value minus amount repre-----
sented by percentage of acreage and farms in real property
value,

Net locally assessed residential personal property (Vpr)

lesser of 10 percent of the value. of residential locally

assessed real property, or percent of nonfarm residential

real property times net value of locally assessed personal
property,

(5) State assessed proper is

(6) Residential locally assessed property as a percentage of total

developed locally assessed property

V + V

(Col. 1)
Pr

V
d

V +

Column 2

Of the states in this sample, Louisiana, Ohio Washington, and

Wisconsin do not have personal property tax, thereffore, in

calculating Col. 1, the amount repreSented in these states by
Vpr and V_p is zero, (Source: Advisory Commission on inter-

governmental Relations, State gird Local Taxation of Privately

Owned Property Located on Federal Areas, Commission Report
A-6, June 1961, Appendix 3.

Source: U.S. Office of Education, School Assistance fc)

Affected Areas, "Financial and Statistical con
0E-A-147, Revised).

D-7
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So -ces and Methods centin

C o lumn

Source: Same as for Col.

Co tumn

So Same its for Col.

Column 5

Method: 3(b) residential percentage - 3(b) ADA (Col. ) as percent
of total ADA (Col. 2) minus 3(a) ADA (Col. 3) times residen-
tial locally assessed property as a percentage of total
developed locally assessed property (Col. 1); i.e

Col. umii 6

Source:

Cal. 1

Statistics of Local Public School Systems for the Ye ar
1959-60," a questionnaire administered by the U.S. Office
Education.

Method: Ratio of local and intermediate
current expenses.

-I irovenue t lines total

Source: U.S. Office of Education, Burok.. a of Educational Research and
Development, School Finance Section, individual reports for
each state entitled 'Public School Finance Program.

Colum,

Source: U.S. Bureau of the Census, Census of Governments:
Vol. II, "Taxable Property Values, Washingt 1 D.C. 1963,
Table 21, p. 101, et seq.

Method: Values of total, gross developed real property plus state
assessor! property (V,4) plus net locally assessed personal
property (Vp) divided by total gross assessed value.

Column 9

Meth( Local property tax I roar developed property = local revenues
current (Col. () times percent of local revenue from property
tax (Col. 7) Limos total developed property as a percent of
total property -(Col. 8) .



Sources and Methods (concluded)

Column 10

Method: 3(b) residential percentage (Cc 1. times prope__
(developed property) (Col. 9

Column 11

Method: Property tax (Col. 9 ) miminus Lf (Col. 10)

Column 12

Method: Ln (Col. 11) times NI: (Cal. 3 Col. 4) (Col. 2 - Col.
Col. , minus Lf (Col. 10).

Column 13

Sou

Column 14

U.S. Office of Education, School Assistance for Federally
Affected Areas, "Financial and Statistical Record" (Form
0E-A-147, Revised).

Method: Subtract 5 percent from F, Entitlement (Col. B). This is to
allow for the cost of acquiring and administering P.L. 874
funds. From this figure subtract Fe (Col. 12).

Column 15

Method: 95 percent of entitlement minus Fe (Col. 1) divided k T F

(Col. 13).

Column 16

Method: Lf (Col. 10) per 3(b) ADA (Cal. 4) divided by Ln (Col. 11)
per Nn.

Column 17

Method: 1 minus Col. 16.

Column 18

Source: U.S. Office of Education, School Assistance for Federally
Affected Areas, "Financial and Statistical Record (Form
0E-A-147, Revised).

Column 19

Method: Local Cont .bution Rate (Col. 18) minus Ln (Col. 11) per N,,.
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AhpundtX E

USE OF AS VALUE DATA
WITHOUT AN EQUALI,I.ATION ADJUSTMENT

Iii the analysis of California school district trends, assessed value
data were employed without an adjustment to reflect variations in the
ratios of assessed to full value, Such an adjustment has been required
by Law in California since 1959 to provide comparable treatment of school
districts in the computation ot state equalization aid- to theory, com-
parability among -school districts would be increased if all data on

assessed value or related to assessed value (such as tax rotes) were con-,

void to an equalized basis, The relevant question, howover,,is whether
or not such an adjustment would improve the trend analysis undertaken in
this study,

To analyze this question, information was obtained on procedures
used by the State Board of Equalization, to equalize assessed values in

California, and basic data relevant to the developMent Of nqualized values
for the years prior' to 1960 were collected, The procedure currently
employed involves computing a factor determined b' dividing the average'
statewide --i tie of assessed to full value by the ratio applicable to a

particular counly, and applying this factor to the locally assessed tolls
of all school districts in the county_ However, since appraisal surveys
cannot he conducted every year by the State Board in each county, factors
are estimated for the years between surveys Although adjus tments nre
made to reflect the results of the surveys, the procedure has led 10

irregular trends in- the .1 actors as indicated in the following tabutation

Fiscal Year

(1)

Factor
(2)

Percent of Full Value

Based on
Estimated Appraisal Survey

(3) (A)

1963-61 1.11 90.8"7,,

1962-63 1.07 92.3 19.9
1061-62 1 08 91 7

1960-61 1.07 21.2
1959-61) 96 2'i 1 7

1958-59 .90 25_9
1957-58 1.02 23.1
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The (1.-+i a pies in the tabulation for one of Cattier cot

lies Indicate

resulted from application of the factors shown in column 2. However, the
npprnisol surveys conducted in 1959 and 1962 indicated that the estimated
values for these yen rS (column 3) were too high, and od ments worn made
in the following year in bat h enSeS. This process Ob ratios 01
ossessed to lull value and odjusting on lhe basis of :Appraisal surveys

conducted every two or three years lords to jogs in OcttinliteclOct assessed
value that, th counties' of vapid change, could crca1c misleading results
it employed to evaluate trends.

that substantial shifts in ossessed value per ADA would have

This problem could be .liminatod by employing the appraisal suave=
results to develop now s les of estiniatc=ri ratios and footers tor the stu
period, To illustrate this approach, data tor another district were ono-
lvy.ed, The ostimoted factor remained constant nt 0.98 during the period
1957-58 to 1961-62; a factor of 1A0 was employed in 1962-63, reflecting
the results of on appraisal survey conducted in 1962, The following tab-
ul_aticn shows assessed value per , \DA, equalized assessed value poi' ADA,

and assessed value pci' ADA cqunliZed to reflect a grnduol upward shirt iii
the factor between the dates of the :appraisal surveys.

Period V/N

1959-60 $26,511
1960-61 26,954
1961-62 795

1962-63 22,828

V/N Equaliz

$26,120
26,315

24,401

24,700

V/N Adjusted

S27,562
28,500

26.425

24,700

Use of equalized assessed value reverses the trend in V/N ; adjustment to
reflect the expected trend in the factors produce a trend similar to

or unequalized V/N,

The development of adjusted ratios of ossessed to full value would
involve considerable research effort, To provide accurate results the
procedure should be applied to all counties, and a now average for the
state should be developed for each year weighted :lc:cording to the value
of locally is sessed rolls, Factors could then he computed for each county
and applied to the locally assessed rolls of the se1i.00l districts included
in the stud.

However, data on locally assessed p ---rty tine not available far
school districts prior to. fiscal year 1960. Since estimates for these
years would have to be made on the basis Of data for fiscal years 1960-62

E-4



rind since rololtve importance or state 1i St properlylargely
ulilitiesean lie expected to vary over limo, it is Likely that an attempt
It) oquolizo on the basis or the above procedure would rosult in consider-
able inaccuracy.

The applicability oF county Voetors to specific school districts
varies according to local assossmont practices. In some counties rettsess-
ments Are made on a countywide basis. However, in many counties it is
customary to reassess portions ot a eountv each year, a given arc't being
reassessed every three tO live years, Even ir the appraisol survey (on
the bosis of which estintoted factors Are Adjusted) represents average
county experience, Ihe application o county factors to n given district
may give incorrect results.

As a check on the effect; or equaliz,ing ossessed values on the trend
anolysts, computations were made for the 12 unified districts included in
the study. This analysis indicated that, although there wove some shifts
resulting from changes over time in the factors-opplied to equalized
assessed values, gene 1:11 conclusions based on evaluation or trends woro
not affected. Frequently, as indicated above, shirts changing the direc
tion or trends wero reversed when the factors were adjusted to reflect
the resUlts of appraisal surveys.

On the basis of this analysis and because of the major research effort
required to develop estimates and the variations in reliabilUy or the re-
sulting estimates, it was decided to use unequalized assessed value in the
analysis of California school districts. In this connection, data recently
.leveloped in the School of Education, Stanford University, lend to support
this decision. Unequalizod assessed value has been found to be a better
predictor of school district performance than equalized assessed value.
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Appendix

TIM IS IN JITNIOR !ETCH SCHOOL

ON A TUITION DASTS

Pupils nitetttcling a junior high )1 on a tuition ba i that is

Ma 1 :1111Cql 131,' h 1 gli S CI 0 t 1.S I. ric` t a re credi led fct I he enlell ry school
pay ing tut t icon, for the pnt pose of determining ottti1 loment tin( r P.1.. S7'.1

and of computing the state apportionment. Payments to such elementary
schools by the federal government include amounts for such pupils, and
payments to high schools do not reflect these pupils. However: state
apportionments, although corn

acid 8 pupils, are credited

published Nut-mei:11 data I

at and report actual

d at the elementary rate for these grade
the high school of attendance. Furthei-morc.

school districts show ADA for districts of

receipts ond expenditures for each school
district. Tuition transfer payments are not included in curen oxpen

-!urront incotiie but are reported separt-

To provide
_ to the analysis of ratios ited

on a per ADA basis, the ADA's of elementary schools receiving credit for
pupils attending junior high schools maintained by other districts weiv
increased to ref _ these pupils. Corresponding reductions were made in
the ADA's of the high schools involved.

Since P.L. 87d entitlements already reflect, this distribution of ADA,
no further adjustment was required prior to computation of federal entitle-
ment per ADA. District taxes presumably also reflect the fact that tuition
payments are made or received with respect to the ADA in question; the
ratios, clistric t taxes per ADA, and total local income per ADA, wore com-
puted using the adjusted ADA figures. Since assessed vnl ue is the basis
tor tax income, the ratio, "assessed value per ADA, was also computed on
this basis.

As was indicated above, however, both current expense of cd-- tion
and state apportionments reflect a distribution of ADA on an attendance
basis. Tie se ratios current expense pet ADA and state apportionment par
ADAwere computed using ADA`- for districts of attendance. This approach

results in some inaccurneieso because current expense par' K-6 ADA may not

equal the expenditures per K-8 ADA that would have been made if the ,junior
high school pupils had remained in the elementary district.



Dvelopmn1 of more precise ratios would require extensive research
involving the determination, for each high 5-;ehoo1 providing Junior high

school facilities for pupils from separate elementary schools, the ele-
mentary district of origin, the state appovlionment credi( and the
tuitien transfers. Since the primary purpose of this analysis to jfl

a basis for examining overall trends in the critical variableF t--

fTecLing effort and performance, research of this magniLude was not
undertaken.
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iTh,VITTL

rno-17c:T r17,TFT

AHD ri!=1:! TAI. ALT)

,"),-,ntt ai: th=! pr:vate, and nal.o(.':-H-0,

1 '',Ifudc: '101' hi L

T;.t: to:st Tulen Tost a L!:ehsive st, of aj.:CL-ndt.,
an Inforaulon tent. ft rogbl:red. two whole -t.'f-iool te Q0 r,O1-

Thc:;,2 to;:Ai; heveLorien by tile stuff of Proiect Tal,-.)nt ant,
sontativc-: ;Le Lost of tests

Lite lehfor!,Laton Lho students 1:1for-
C- ontlhyd Char, the school staff. More wece t.nroe

U. hy ehtaIntfld .1.nflor:!:aLlon

:eal:'s of teachmLi: de,'tfee hCna_ )
(11],ostie1 L 0 1 .j assos,

unl tnc, :iku. Another .toet:on asked. about school _.-Jrricills2n anj
aetivIflos*, Tiest]ons ohtained infonnatioh about the

and. hacIround cV thc 00 Tho ether two ouols-',onnaire
therGbidanc Pro he Counclors, seekin to ohtain
ao to thc, oxtent and naturc of the proram and pfano Car tho

L.rn of the Schools of Project at

itirn LI3C 0 Lhe .:e2hool Cliajan t riitici uestionnalPos and the aver Les
,or,:o of thc Grade 12 students, a eompvehonsive was made of tho

d_ifferencos wLich existed between various kinds of schools The basic
onhb-jAro was to dfscover if possible the effect of variables 01.Jch ao
mbaboro.-.; of the home,- family, community, and school, upon educational
01.14C,COM,.D2, s-och ao aveiwo scores OD the achievement tests and other school



,;fxomes. These school averae Lest ocoros woro therefor,. uood as
moasures o: outcemos and ac c0 .1 variabies for oaen sehoo.'1,

of Liles, wero measurer: of achlevoment in h4h school iui-i

areas sseh as Enr,lish ah;1 mathematics; others wero measuroc of bash:
ihtLiledtuid sidllsonch ao arithmelic reasoninL!:, comiirenunsIon,
a"d, abLn.2.1,0;.; po,ve2...'haa roasohlu:. Al:;o bsoe ac a mea;ourn ci' sbnP01

come wao a toot of 1:.-formaticT1 he-vol-ir a wlde an7: Of areas iholudihre
yhy:7Idal schl,cces, monanics. ant oor!lal studios.

Other measures of a,__;comes wero supplied r/ 1.be -brihciPal of LI-h.:, schPo-'-

fhece Included such as alnentee vat o, ro-pout and doli;
rate, ao well ac collec attehdaneo rate.

Tho it: :001 was used as the otatistical unit. Analysis consisted of
pato6orns of correlations eetwoon the outcome variaLIo an.;

e hoof, comma: Lu nd ham:: characteristics variaLles.

What. TyPes of L:,choolo fleceive ImuacL AicI

This duostion was answered hr sLudy thu distribution of impact entlle-
moht dc!' Public law dy4 aer!ol.dih -7 to the Project Talent Ta:mnolAy of hiL
:7.chnols.

AfULL:- il:lentift7 with varisps combinations it was Lcnai 1 Se,71Sed
th0 nlne ve-ular U.S. Office 01' Ecpeation Rerions should be 17rouped. IntL,

of ReIonb. Those three h:rouls arc: first - -ilortheast 1 corn-
tin .ni with 14ideas senond--20-:itheast, 5: uhd third tin: other stx
_ay:,-jons, The pcnoois :::four of Reions arc thon .romped an rca
small-town, and than (over 5000 poPulatjon). Thu urban schools then aro
dJvilicU Into two jrunps aecostiiinc, co the typo CL' seic:hborhood served.
low eost hoin2.1ne], How rental apartmento, and low II como vers,ds aja. ot,her
recponco to TLem 3ehool CharaeterioUlcs

The sitbian schoolo wore ex,amined to scA72 if thou Ifoould foiiri naralae
,ropp. It was foun4 Ihai: they were not from thc reoidential
urhah (modorate and nij-; cost lions 114:) schools in cities of 5000 to
poplution and they wero acordinly aorr:biricc into the came cateory. The
suburban school were closely similar to urbori residential area school::
11 resnts as per-pupil exI):hri fit ic aid flident porformwlco.
Lmr-pupil :,=c,nditurc, for suburhah schools vary greatly but averae 11:71 v
:::ovr= than tho averae for all ehools. Tho distribution is similar to

For tutails of the analysis aced, see Chapters 6 and 9 of "audiQs
of thc American High School," by J.C. Flanagan, J.T. Dailey, M.F. Shayeoft,
D.B. Orr, and 1. Goldberg. Technical Report to the U.S. Office of Eftcation,
CoopQrative Research Project No. 226. Pittsburgh: Project TALENT Off:ce,
Univerity of Pittsbura, 1972.,
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cell receiving aid. To denominator is the number of Project
Talon!: schools in that cell.
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770
770
773
770
773
733
682
754
752
751
754
751
754
754
755
749
749
755
772

26
-003
427
466

-211
47';

212
392
282
304
446
334
411
532

-337
095
073
338
226
070

-113
166
438
139
076
356

761
702
768
772
768
770
770
773
770
773
737

682
754
753
752
754
752
7!,4

75A
755
749
749
755
772

a
in

P
t
27

032
050
059

-037
106
048
050

-074
001
004
063

-021
038

=050
026
065
017
048

-029
-188
016
033
032
002
048
034

691
757
760
756
758
758
761
758
761
726
671
742
741
744
746
744-
746
746
747
741
741
747
761

If.'

28
042

-030
066

-159
212
105

-018
031

-024
LD19

028
028

=012
-121
106
048

=082
351

-204
-151
021
003
036
031
069
022
097

701
705
702
703
703
706
703
706
673
638
691
689
685
687
685
687
689
689
683
683
689
705

29
025
138
204

-152
247
142
192
104
140

222
095
027
242

-109
110
045
122
242
042

-130
096
177
059
046
129
281
001
153

773
769
771
771
774
771
774

736
681
/56
753
755
756
755
796
756
757
751
751
757
774

CI

(11))

r_)!

30
004
217
206
019
049

-002
130
035
137
170
224
280
261

-098
-041
-041
259
045
002
017
067
220
101

055
126
333

-051
-182
-076

773
775
775
778
775
778
740
685
759
757
756
759
756
759
759
760
754
754
760
777

31
077
335
371

-100
308
119
264
140
256
278
245
189
523

-249
052
-054
288
230
028

-120
125
309
097
058
204
437

-031
-007
197
254

771
771
774
771
774
736
681
755
753
753
755
753
755
755
756
750
750
756
773

r,

0

32
=119
037
243
640

-044
=043
049
087
027
139
042
027
039

-101
-018
005
047

-048
178
095
036
113

-009
-017
022
176
018

-147
029
108
071

773
776
774
776
738
683
757
755
754
757
754
757
757
758
752
752
758
775

e

33
057
347
226

-015
146
079
245
048
157
184
276
180
256

-209
-147
018
345
210

-046
011
088
211
124

-009
087
257
047

-053
-019
125
156
101

776
773
776
738
683
757
755
754
757
754
757
757
758
757

752
/58
775

:71

34
020
142

-014
057

-059
-020
032

-050
054
025
060
146
125

-060
-065
-070
192

-071
-014
035
029
096
043

-023
ota
090
053

-322
-195
288
066
020
135

776
779
741
686
760
758
757
760
757
760
760
761

755
755
761
778
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NoLeb fo Table 2-A

'YTalle:, John T., Human Resources and Manpower Planning Cot.f(,roc: ob
"Operaulenal and Personnel e.scarcL in tile -MaxbrIrm:W. and Manpowc:r

Erbbsols, Auurt, 1965.

Fic;urco in upper rigbt are correlations to trtne decimals, with.
docimal point omitted.

Figures in lower left are the N's upon whicb Lie co rcoicndinu coi-reint
In the pper right quadrant are based.

Thb means and standard deviations for each of ti.ese variables, and a tb-b.,f
der_;cribtion of each, are given in Table 2.



Multiple factor analysis* can isolate and identify a 1:xrutea nurriber of
hypothetical variables underlying a group of observed variables. In the
case of the 50-variable school matrix it was found that the common
variance represented by the matrix could be reduced to five common factors.**
Each variable can be described in terms of its five factor loadings (correla-
lions between test or variable and factor). The five prime dimensions
isolated were:

1. Student Achievement
2. Rural-Urban Status
3. Expenditure Level
4. Teacher Trainin
5. Unfavorable Comunity Environment

It is rare to find a set of factors that coincide so closely with specific
matrix variables as do these. Actually, the five factors correlate so
hi,7nly with key variables that we may conclude that virtually all of tne
systematic relationships among the 50 variables may be paralleled by the
correlations of each variable with:

1. Reading Comprehension _Var. 46)
2. Rural-Urban (Var. 36)
3. Per-Pupil Expenditure System (Var. 37)
4. Degrees Per Teacher kVar. 21)
5. % Boys Dropout Var. 29)

Table 3 shows tho factor loadings for the five factors that emerged.

Table 4 shows the factor loadings in order of magnitude for the variables
with loadings of +.10 or Greater on the first factor. Tnis first factor in
a general academic achievement factor, with extremely nigh loadings for
Reading Comprehension, English Achievement, Arithmetic Reasoning, and
Information Total, It represents the ability of the students to acquire, retain,
and manipulate symbolic material. The generalized nature of the factor is
most significant, indicating that achievement of students is highly related
to 4.7eir nonverbal abstract reasoning ability, and that they tend to do
equally well in verbal and quantitative tests. The test score means of the
students are highly related to the proportion of Negro students and are
moderately related to housing quality, college attendance, and Region.
There is very little relationship to rural-urban status.

Of the scnool characteristics, the highest loadings are for teacher starting
salary, size of library, and per-pupil expenditure.

* DuBois, Philip, an Introduction to Psychological Statistics,
Harper & Row, New York, 1965, and Harmon, Harry H,, Modern Factor Analysis,
Chicago, Illinois. The University of Chicago Press, 1960.

**D-iley, John T. Human Resources and Manpower Planning Conference
on "Operational and. Personnel Research in the Management and Manpower Systems!"
Brussels August, 1965.



Factor Loadihr;s for the First', Five Fact Impact: Aid
Variable and 49 School Charactr1Lics Variablec

Var.
No.

Studoht
Achievement
Factor I

Rural-Urban
. Factor II

Expenditures
Factor III

Teacher
Traihim
Factor IV

ft favoraide

Convo.nliV

Environment
Factor V

1 -.00 .04 -.23 .00 -.1_2

2 .16
..'t!).:CI

L.07 -.06
.0!. .25 :(C)::_) .00

ii- .09 -.20 .15 -.09 -.22

5 -.06 .56 -.42 -.02
3 -.03 -z!').._ -.23 -.04

1 .07 .50 03 .L2 .12
Q -.03 .2o .09 -.00 .19

-.00 -,s12.o.D .19 .02 .le

10 .06 .50 .10 .04 .,=-2 .

11 .06 .50 .00 .10 -.10
12 .10. .42 -.01 .12 -.11

13 .17 .65 -.24 .07 .16

14 .00 4T2 -.05 .01 .07
lc--_5 -.08 .07 -.17 -.09 .25
16 .02 -.04 -.01 .0h .20

17 .23 .66 -.20 .01 -.16
18 -.32 .62 -.23 .00 -.13
19 .17 -.07 .24 -.02 .40

20 .07 -.15 .54 .02 -.14
21 .02 .14 -.02 .93 .06

PP .15 .45 -.02 .69 .14
n,

.:1- .01 .16 .04 .91 -.03

24 -.07 -.04 .09 .86 .03

25 .09 . .14 .20

2b .15 .74 .02 .07 .30

27 .00 .o6 -.15 .02 .06

2(3 -.76 .19 -.10 .02 -.03
29 -.16 .26 -.12 .03 .6 3

30 .41 .34 .02 .07 -.19
'.1
...-- .08 .56 -.07 .05 .11
,0
._,,,- .33.

.48 .53 .01 .10

33 .16 .48 .10 .03 -.27

D4 .45 .10

--*?

.03 -.31

35 .34 .17 . .06 .04

36 .11 .82 -.02 .09 .19

57 .22 .31 .76 .07 -.03

38 .23 .30 .76 .06 -.06

39 .14 -.17 .18 .00 -.20

4o .14 .44 .27 -.02 .36

41 .91 .24 .16 .00 -.02

.90 -.00 .25 .01 -.06

43 .83 .26 .18 .00 -.01

44 .74 03 .27 .01 -.05

45 .94 .10 -.02 .01 -.01

46 .94 .18 .11 .03 .o1
1i7 .88 .17 .21 .01 .01

44-3 .93 -.02 .15 -.00 -.04

49 .88 .13 -.13 .01 .03

)-0 -.18 .28 -.13 .01 .67
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Var.

No

Table 4

Fator 1 -- Student Achievement

Descrition Factor Loading

)4b

45

48
11=1

42

Reading Comorehension Grath- 12
English Total Grade 12
Math I Grade 12
Information Total Grade 12 Males
InformaLlen Total Grade .L2 Fomales

49 Math II and III Grade 12
87 Abstract Reasoning Grade 12
11.3 Science Informataon Grade 12 Males

98

94

91

.83
r-1 0 Negro Students -.76
88 Science Information Grade 12 Females .74

34 Housing Quality .45

30 College Attendance Male .41

35 Office of Education Region

32 Teacher Starting Salary Male .33
15 Library Books per Senior nn

jr:.

17 Books in Library 0`-:

38 Per-Pupil Expenditure School on

37 Per-Pupil Expenditure School System ao

50 % Girls Dropout 18
19 Age of Building .17
13 Summer School .17
29 % Dropout Boys -.16

33 Guidance Program .16

2 Grades Served .16

Number of Seniors .15
00 MA's & PhD's per Teacher .14

39 Current School Tax Rate
40 Ratio Assessment to Property Value .1:=1

Rural-Urban .11

12 Advanced Placement .10
1. LEVEL OF ENMLEMENT . 0

Note: 30 variables have loadings more than t.10

- 15 -



Cass sino a,7, almost no loud La on toEs r:IcAor. 3sicroJ s is an
low posl!,Ivo leadiic, as does havia;-- a T.,ulUlance A;70 orr

Ias a iLsi low 1)02i1,AV uuu. irraynth: Lat
older -b-,zildincr,s do slightlf

To secoad factor is shown in Tablc! 5. This faetch. has its
for nwal-urban statils. It aloo a !A.g.. loadia: for t:J'J mea:l.rdo of
school slhe. This indica:..-s that tber is littl difference 1 etw7en
and arban schools of the same si:L.e. It also indicaf:oo Hni., wheh one
pares schools of different si7;es one is really mostly cemparinn -1-1rL=11
urban schools. This can be most misleadinp; if one is, for co.mslrn, compari
the college attendanco raLes of large and small schools.

Large loadings are also found for havin a s=:,mmier school, n:;mler of
por senior, !,,rade structure and :Icrlf:t:) of school yoar. Many otno-
have loadings of .30 to .59. Only four of ij_e 41 non-test variable::,
.7ooadini,s of less than .1G. Uearly Uil unuoun in arc,

different for rural and urban schools. This means that combarizono of :,-,2hoCis;
are mcaninr,less unless rural-urban stat.us Cr si.:!,c is neid constant,

The third factor is shown in Tablc 6. Its 1.1F,hesL :loadillgs ape fflr nr-

1) fc1 expehditaro, ReL;ion Loachor ii £55 salary, percentae malo teaci.ers,-
and class size. Level of entitlement has a loadiac, of -.23, Indicati on it
is huDatively related to oxpeadit. i lovol.

The iCurtu factor is showli in Table 7. It has very high loadings for LI,e
mcar=lur,t2c of amount of academic training of teachers, but has almost no
loading for level of teacher ..merience. Only Tour variables havo
logs of of as much as .15.

The fifth and last factor Is shown in Table L'3. This has its highest load-
inn for the two dropout indices. it also has appreciable loadini7s for uno
coo of blAilding, assessment ratioauality of housing, and 5iZe of sonier
class. This appears to be a factor related to unfavorable school environ-
ment.

It is a most interesting finding that such measla as Region, School
Size and Percent Morro do not define prime dimensions. Apparently, once
one knows a schools in Reading Comprehension average, Rural-Urban Statuo,

System Per-Pupil Expenditure, Degrees per Teacher, and Boys Dropout Rate
it is fully described and one may ignore its size, region., racial composition,
and at least L11 other input and out stir measures.

Factor Profiles

"Boiling down" the dimensionality of the 50 school "input" 1-(1. "output"
variables to five basic fact orc or dimensions makes it possible Sc deocribo

-



Table 5

Factor 2 -- Rural-Urban

Var.

o. ription Factor Loadinr,

Rural-Urban .S2
Number of Seniors .74

17 Books in Library .66
13 Summer School .[_)5

13 Books per Senior .62
02 Grades Served .61
03 Days in Scnoel Year .61
31 % Taking how Work Summers .56
05 Class Sthe, Science & Math. .56
07 Special Class (Low I.Q. ) .50
10 Special Class (Reading Diff.) .50
1]. Accelerated Curriculum
O- Teachors Starting Salary -- Male .48
14 Adult Edation

Guidance Program .48
22 MA's & PhD's per Teacher .45
4o Ratio Assessment to Prop. Values .44
12 Advanced Placement
09 Special Class (Math. Diff.) 38
25 Average Years Full-Time Staff .363b

_% Collet:re AttendanAe male '")4J
06 Class Size, Non-Sci. .32

Per-Pupil Expenditure School System .31
-30.

Per-Pupil Expenditure School .30
50 % Girls Dropout .28
08 Special Class (Behavior Problems) 26
29 %Boys Dropout 6-AD
43 Science Information 12th Grade Boys .26
41 Information .Total 12th Grade Boys
04 Length of Sch. Day -.20
28 % Negro Students .19
46 Reading Comprehension Grade 12 .18

35 Or'fice of Education Region .17
47 Abstract Reasoning Grade 12 .17

.Current School To Rate -.17
Graduate Training per Teacher i6

20 % Male Teachers -.15
21 Degrees per Teacher .14
49 Math I & II Grade 12 .13
34 Housing Quality (% Low Quality) .10
45 English Total Or, 12 .10
01 LEVEL OF ENTIT-

Note: 41 variables with loadings more than +.10.



Table

Fact.or 3 -- Ependitures

Var.

NO. fleocript ton Factor Loading

05

ou

4o
44
03

19

oi

47

17
10

39
213

o4
27

45
11,9

50

09
2c)

46

28

33

Per-Pupii apenditure School System
Per-Pupil Expenditure School
Office of Education Region
Teachers Si au Salary -- Males
Male Teachers

Class Sise, Science et Math
Averaj,-e Yr:arc Pull-Time Staff

Class Size Non-Science
Ratio Assessment to Prop., Values
Science Information 12th Grade Girls
Days ih School Year
Information Total 12th Grade Girls .25
Summer School -.24
Age of Building .24
LEVEL OF ENTITLEMENT
Books per Sonior -.23
Abstract Reasoning Grade 12 .21

Books in Library -.20
Special Class (Reading iff.) .18
Current School To Rate .18

Science Information 12th Grade Boys .IP

Additional Counselors -.17
Information Total 12th Grade Boys .15
Length of School Day .15

% Male Seniors -.15
Math I Grade 12 .14
Math II & III -.13
% Girls Dropout -.13
Special Class (with Diff.) .12
% Boys Dropout -.12
Reading Comprehension Grade 12 .11
% Negro Students -.10
Guidance Prot-raw .10
English Total Grade 12 -.02

Note: 33 variables have loadings more than +.10.



Var.

No.

Table 7

Factor 4 Teacher Training

Description Factor Loadip,

21 Degrees per Teacher
23 Graduate Training per Teacher .91
24 Prop. Summer School .86

MA's & PhDs per Teacher .69
25 Average Years Pull-Time Staff .14
12 Advanced Placement .12
7 .Special Class (Low I.Q.) .12
11 Accelerated Curriculum .10
1 LEVEL OF ENTITLEMENT .00
41 information Total 12th Grade Ecys .00
46 Re ing Comprehension Grade 12 .03

Note: i variables with loadings more than t.10.



Table 8

Var.

Factor 5 -- Unfavorable Community
Environment

112. Des-rlption Factor Loadin

25 % Boys Dropout

50 % Girls Dropout .67
19- Age of Building , LLO

40 Ratio Assessment to Property Value .36
').D- Housing Quality (% Low Quality) -.31
7(. Number of Seniors .30

10 Special Class (Reading Difficulty) 28

33 Guidance Program -.27
1.5 Additional Counselors .25

_
,

Length of School Day
.

Days in School Year
-.22
.20

qn
...,, Current School Tax Rate -.20
25 Average Years Pill-Time Staff .20
16 Additional Teachers .20
36 Rural-Urban .19
30 % C011ege Atteidance -- Male -.19
17 Books in the Library -.18
13 Summer School .16
0
2 Special Class (Math Difficulty) .36

S Class Size Science & Math .16
20 % Male Teachers -.14
op MA's & PhD's per Teacher .14

18 . Books per Senior -.13

7 Special Class (Low 1.Q.) .12
31 % Taking New Work Summers .11
12 Advanced Placement -.11
32 Teachers Starting Salary Male .10
1 LEVEL OF ENTITLEMENT -.12
41 Information Total 12th Grade Boys -.02
46 Reading Comprehension Grade 12 .01

Note: 28 variables with loadings more than +.10.



each variable with a simple prol'ile of loadings on the five factors.
Figure 1 shows the factor profile for Level of Entitlement, School System
Per-Pupil Expenditure,and Region. The expenditure variable has high load-
ings on the expenditure factor, and some loading on the achievement factor
and the rural-urban factor. It has almost no loading on the other two
factors. Level of entitlement is negatively related to expenditure and has
a very slight relationship witn unfavorable school environment. The impact
aid tends to go to low-expenditure schools in unfavorable environments.
It has no relationship to student achievement, rural-urban status, or Leacher
academic training.

Cross-Tabulation Analysis
of Impact Aid and School Characteristics

In order to explore a Wide range of possible relationships between leve2
of entitlement and school characteristics, cross-tabulations were made ir-
voiving entitlement and 152 otner measures. The tabulations were made
a way to hold constant such variables as school size, rural-urban status,
and Region.

Many sizable relationships were found between amount of impact aid and other
school measures on simple comparisons, but few of these hold up when size,
rural-urban status, and Region are held constant. The schools with 4
percent of entitlement or more) as compared with those with ho entitlement
tended to:

1. be smaller.
0 have lower salaries.
3. have less experienced teachers.
4. have fewer male teachers.
5. spend less money.
6. have larger classes.
7. have smaller libraries.
8. have lower tax rates.

9. have lower assessment ratios.
10. have a smaller percentage of local school support.
11. have more half-day sessions.
12. have more students appear before juvenile court.

On the other hand, they tended to:

1. have newer buildings.
0 serve newer homes.
3. have a greater percentage going to college.

This would be a very puzzling set of relationships if it hadn't earlier been
shown that impact aid tended to go to schools in the Southeast. The above
relationships merely reflect the overlap between many school variables and
school size and Region.
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Figl,Ixo 1, Factor loadings for Level of Entitlement (1),
Refrjon 35. and Per-Pupil Expenditure (38.



When sire of se:,ior class mid -13eio:L are held constant, few volatio:.ship::
with level of entiLlem. hola they ar,, so similar, It maRos
Little difference if yltral-urban status L also lH,Id constant, in thes

Table 9 shows moans and standard deviations by -level of entitlemel, (one C
ng- V4-) fo r 71.6 different school, characteristics fov r:rolJps schoo._

are all lie ame in sisc and elo!

It may bo concluded that any real at relatin!,ship amounL 0n
entitlement and any aspects of schools and their stide: .ts must be ,.2xtreme-
ly weak if they exist at all This should not be surprisinir because we
are examining the effects of very small variation:; in ex_rondlt'ires whore
oxpenditurc has nnly a woo relationship with school outcomos.

Even small amounts of additional funds going to schools might possibly cause
detectable changes in school operations if the schools tended to concer:trac
their use on only a :Co w of the many ways they spend their motoy. That s-Jch
effects do not =pear in this study is probably the result of the schools'
using the impact funds in the same way they uso their other fuhds.

Conclusions

1. It was found that impadt funds tend to go to urban schools it;
the southeastern states. The money tends to go to schools spending the
least.

2. There seemed to be no visible consistent pattern in how the
schools used the impact funds.

3. The impact funds appeared to have no detectable effect on the
performance of students and on school output.

4. Funds going to schools with no strings attached are likely to
be used in the same way as the schools' regular funds, and, if so, will have
a minimwn effect on school output.

5. If moderate amounts of Federal funds are to have an optimal effect
on school output, they must be for special programs, as is being done in the
Education Act of 1969.
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Moans and Ctsuhbzxd Deviations of Various School Characteristics
by Emion, Level El-Asitlument, and School Size

Cou1h6arlt, Ee:7-ion

Small School:_.: Senso
All 0r

Small s,:41601--:

Aid

Lcw

Mean S.D. 1. 0.7. T7 ii nn. T.

Claos 51no - Se1.7,m(!e and

I.

Math (Stud,,n1...'!'

23.0
! 2.9 :20.( !

202i, :01 ihc 15 53
-7

2722 4w 1
Lcw

4f 682 11 1.2 5a1 Li GY;

kro ,-.- Plant

20..2 I3.e, 141 21.5 i4.o 21 27.0 26.4
=10 e 13.2 20 21.5 17.2 1.7

0:6:11 Ii 22.0 !).'f

Startia7 Salary - Male Teachers

110:ie 2-(4 1.3e 434 21 020 434 -c)o 44/1-

Low- 3750 20 ) 50 J.+ 30 1-1-(L7i1

iii S159 11 12 3750 11 405c)

kserarr lcarr Experience, Full-Time Staff

None 11.3 13.3 2.c) 21 006 3.7 295 . 13.2 3.0 17
Low 10.0 3.1 Po lh , T." n 7

3.7 op 11.4 5.7 25
bLILF:h 3.9 3.2 11 120 7.3 3.4 11 12.3 3.2 13

Number of Students 12L2 Gradc
floh 45.2 P4.1 141 203.7 113.9 21 42.5 25.3 300 466.3 37-.0 17

47.0 20.7 20 200.0 7r).4 45.3 22.7 30 319.2 216.2
59.7 22.5 11 241.7 111.5 1° 27.9 1 .3 11 350.0 184.0 13

% TO Juvenile Court

Nerw 0.7 0.9 141 1.2 0.7 21 1.1 1.3 300 1-4 1.1 17e,
Lo 0/ 0 n 20 1.0 n.0 1.5 1.4 30 2.0 1.: ,,.

High 0.8 0.6 11 1.7 0.7 12 1.3 1.7 11 2-5 1.0 13

%Boys Dropout

None 12.8 9.8 141 11.7 (.8 21 PJ.9 bo0o 299 14.Q 13.0 177
Low 13.5 9.6 20 20.0 12.6 6 9.6 7.6 30 14.2 12.4
Hich 12.3 0.6 11 12.5 4.3 12 7.7 4.4 11. 14.2 10.0 13



Table g - Continlwd

Southeast Region All Other I
impact Small Schools Large Schools Small Schools

S.D. Mean S.D. Mean

Sore

None
Low
high

212
211

5.26
6,10

5.50

90
68

Y.!)

3.21

2.95

None 2.54 1.77
Low 2.26 .91
high 2.56 1.26

None 21.12 46.24
Lou 4l.27 52.24
High 43.59 54.66

None 1.03 .24
Low 0.98 ';'gJ,.

High 1.12 .49

None 56.8 49.5
Low 42.1 49.4
High 90,9 28.8

=_LTionr;

Mean 2.1).

Per-Pupil Expenditure in School System Jollaro) SC-5g)

134
1

t

234
3172

24:8,

43

37
_34

21
6

11

2437

384
425

158

174

,n7
c2.()

28

11

474

402
361

Current School Tax Rate ($/100) .(c-91)

137
19

6.UJ
5.67
6.42

3.62
1.49
4.54

21
6
12

7.59
6S3
6.146

3.55
3.83
2.90

291

29
11

10.60
}

7.00

Ratio of Assessment to Property Value SC-92)

134 2.76 1.66 21 3.34 2.20 295 2.55
19 2.00 .58 6 2.80 1.54 30 3.65
9 2.18 1.53 11 3.20 1.60 10 2.38

Percentage

129
17

9

egrees

of Negroes in

8.33 32.83 18

15.00 40.41 6

14.17 40.71 12

per Teacher 048

Grades 9-12 80-98)

4.39 15.65
8.146 21.25 26
1.11 =i.14 9

+ 6049 + 6050 4 3043)

8.72
5.80
7.69

139 :,...--., 21!1.29
...)...) 1.04 2.47 294 1.54

20 -Do 61.o _,, 1.04 1.62 30 1.46
11 1.43 .39 12 1.03 2.70 11 1: 62

Percentage Having Guidance Program GP-1)

139 81.0 39.3 21 73.3 44.2 300 99.4
19 100.0 0.0 70.0 45.8 30 100.0
11 91.7 27.6 12 63.6 48.1 11 100.0

7.7

120 173

139 4
0,
.,

133 % )1

L,.3_,:. 17(,)

_.90-- 2

3.70 iY

2.06 176
2.00 26

1.21 13

18.51 156
17.87 25

5.76 13

.40 176

.37 26

.34 13

7.5. 178
0.0 26
0.0 13



ATTACHMET

Tests Used in St. dy

All of Lhe tehtr as ad in Project fa.lent am described in Toll in Design
foratudy of AmoricunYouth, Lhe first report of Project Talent.
Tn report. contains I'M only a deocription ol' ::ach Lost, edt alse lhe
rationale under which it was deveLoped. For convenience a bPief j(ISCVij
lon of the testo-csod 1 the prosont an1. ly2in of Impact Aia attaehon.

TIICW.. Las variables Ul..TQ also used in the previously mentioned 21:',V1,7

U f the American High Seho1 l. andenave been 2,eted ;ecapst. of their imper-
lance In it

IioniaLIon TenL

The total score in Used area 252 'toms ,overin a very wide VriQl.-:; of

areas, includin the folic:vine:

Vocabulary Aeronautics and Space
Literature Electricity and Electronics
Music Mechanics
Social Studios home Economics
Mathematics Sports
Physical Sciences Biological. Sciences

Physinad Sciences information Test

This is a ndhscale of the Information Test. The items of thin tont samplo
concepts based on representative curriculum from various school systems and
cover topics taught in elementary school and high school in chemistry,
physics astronomy, and other areas.

English Test

The purpose of this test is to measpre the ability to express oneself
adequately in English. There are five separate subscores: spelling,
capitalization, punctuation, English usage, and effective expression. The
sum of the five subscores indicates over-all achievement -is those aspects
of English expression which can be measured by objective test items.

Reading Comprehension

The purpose of this test is to measure the ability to comprehend written
materials. What is measured is the ability to read with comprehension,
rather than to merely mouth the words without really understanding the
facts, ideas, or concepts that the writer is attempting to convey. The

-x "Design for a Study of American Youth, by J. C. Flanagan, J. T. Daily,
M. F. Shaycoft , W. A. Gorham, D. B. Orr, and I. Goldberg, in The Talents
of American Youth, Vol. 1. Boston: Houghton Mifflin Co., 1062 .



At taeinent

Pain 2

test incl-odes pa-s en a wide range of topics. The ot-,tdent readf. tc-
passao and tnen ansero a number of questions about it referrin:: f.(D Lfl,_

article an often as ho likes. Few of the ltemo are answerable wiLCopi
roadifc,c the passarT. The ability' measured in this f:,estlo semletiuns caef
"acadomic intellience" and is a e(pd predictor or school onPeess ln an
academic or Tibral arts crrichlum.

,A.Istraht Reasocin

This Lest moacures ability in a t::1=oe of roasonin for '.71d(.-:h formal

ti0 b is not r,enerally clven in ocneol at any level. IL i2 not 'intended tc
imOy that hch!,, the schools fail to provide instruction in reasonic,-'',. Tney
in ra.ovisle such inntruction in uatIinmoticn and science Coors, for i',.ts",.o.
i6L tnis toot provides a measure of reasoning ability on a to that is not
c:asrlcuiam-linlafd, and therein lies its particular utility 01 a control
variable. Each item 00!::7:15'6C of a pattern of dlacmno wIfttl one mlool:,.. por-
tion to 1 selected from amonff several options. Ti e solution dependo -tno
tPie c Ility to detofwhlo the lo r,ical relationshipo a the diagyams.

Matnematics Teo s

These three test cover -various phases of mathematics an taurtt in -lemectar:;
and secondary scnools.

Math I: Thin is an arithmetic reasoning test and is intended to mcasure_.....

the ability to do the kind of reasoning required to solve mathematics prob
lems as taught in elementary schools. Actual computation, except at a very
s-immle level, in not included ln lhis test.

Math II: The Purpose of this atest is to measure achievement in
all hinds of math Generally taught up to and including the 9t1 grade with
ine exception of areas covered in Math I. The primary emphasis of thin test
is on elementary algebra; other topics include fractions, decimals, Percen-
tage, square roots, intuitive geometry, and elementary measurement formulas.
While the topics covered are taught in Grade 9 or earlier in most schools,
curricula differ considerably in regard to grade placement of various toTics.

Mach III: This subtest covers topics normally taught in Grades 10-12
in*college-preparatory courses. As in the case of Mathematics-Part II, the
items are intended primarily to test understanding and application of basic
concepts and methods, not rote memory. A wide range of subjects includes:
plane geometry, solid geometry, algebra, trigonometry, elements of analytic
geometry, and introductory calculus. It should be noted that some of these
subjects are not offered in most high schools.

For this analysis, the scores on Math II and III were combined.
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TribLo 11-2

NUMBER OF P 1., 815 SECT? ON 5 - PAYMENTS DM' NG 1951 , 1952 1963 AND 196.1

PER CLASS OF MAGNITUDE

0-109

500-999

1,000-1,199

500-1,009

2,000-2,199

2,500-2 ;999

3,000-3 /99

:3,500-3 ;999

1,000-19999

5,000-5,199

5,500-5,999

6,000-6,999

7,000-7,999

8 , -8,999

9,000-9,999

10,000-10,999

1190011-119999

12,000-12,999

1 ,000-.13 ,999

1,000-11,9954

15,000-15,999

16,000-16,999

17,000 17,999

0

1

1

1

1

0 1

5 1

9 0

1

3 9
1

1

1 1

1 9
1.

1

0

0

0

0

0

0

0

0

18,000-18,999 0

19,000-19,999

22,000-1_ ,999

23,000='

21,000-21,999

25,000-25,999

26 ;000 -26 ,999

27,000-27,990

28,000-

29,000-299999

30,000-30,999

31 000-31,999

32 ,999

,33,000-33 909

300-34,999

35,000-. ,999

30,000 - 36,999

37,000-37,999

38,000-38,999

,9,000-39

000-40

11 000-11,999

42 000-.12,999

43,000-43,999

44,000-11,999

9

5 1

1 3 0

3 3 1 0

6 3 0

9 6 0

2

2

1 6 9

0 '?. 1

4 3 0 0

5 () 0 2

1 0 3 1

5 1 (1

3 7 1

1 2 1

1 9 1 1

2 1

1

2 1 2 0

1 3 1

0

3 3 1 2



Table H =2 (con

1951 1952 1963 1961

15 ;000-15,999 1

16,000-46,999 3

17,000-47,999 1 7 0

18,000-18,999 9 2 0

19,000-19,999 O 3 1

50,000-50,999 1 7 1 0

51,00051,999 0

52,000-52,999 O 1 2 0

53,000-53,999

5,1,000-5-1,999 O 0

55,000-55,999 0 1 0

56,000-56,999 O 1 0 0

37 _000-57,909 1 2 3

58,000=58,999 0

59,000-59 999 2

60,000-60,099 1 6 0 0

61,000-61,999 C) 2 0 0

62,000 -62,999 O 2 0 C)

6:3,000-63 ;999 1 1 0

64,00064 ;999 O 1

65 ,000 =65 ,999 2 2 t 0

66,00066,999 5 0 0

67,00067,999 1 6 0

68,000-68,999 0 1 0 0

69,000=69,999 3 0

1951 195 963 I

70,000 -70,999

71,060-71,999

72,000-72,999

9

2

1

0

0

0

0

0

73 m000=73,999 0 9 2 0

74,000=74,999 0 3 1 0

75,000-75,999 I, 4 1 1

76 000=76,999 2 1 1

77 000-77,999 0 1 1 0

78,000-78,909 2 5 1 I

79,000=79,999 0 1

80,000-80,999 O 3 1

81 ,000 =81 ,999 1 2 1 0

82,000°82,999 2 3 1 0

83,000-83,999 0 0 0 0

841,000-81 ,999 0 2 2 0

85,000=85,999 1 3 0

86,00086,999 0 2 0

87,000=87,999 O

88,000-88,999 0

89,000-89,999 0 2 0 0

90,00090,999 1 6 1 0

91,000-91,999 0 2 0 0

92,000-920999 1 1 0

93 ,000-93 ,999 O 2 1 0

91 000-94,999 2 4 2
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Table H-3

NONARSORDED SECTION 5 PAWENTS REIMMSED
TO THE FEDERAL GOVERNMENT

State

Total Nonahsiorbod

Svction 3 Payments

NO, of

School

Districts Stale

Total NonatiaorbeCi

5i2ction 8 617I114,

No. of

,.:1141o1

Ilisiric-I

Arizona

Alabama

Ari/ona

California
eolorado

Florida

Idaho

Iowa

V,ti, I

Michigan

Mississippi

Missouri

Novada

New Jersoc.

Now Mexico

081'

orogon

South 14th ota

Tonuossou

Toxas

Vol-mow_

Virginia

Washington

ma

Arizona

Arkansas

Calitornia

Idaho

Iowa

Kaunas

koniticky

Louisiana

Michigan

Mississippi

Missouri

New Jersey

North Carolina

Ohio

South Dakota

Tennesne
WashingtOn

Yoar, 1952

$438,s74

rcaY: 1953

10,288

8 . ,,16

370,617

25,000

86,934

i,'9i2

1,030

24.308

3,092

6,230

5,877

7,854

91,008

156,740

4,506

71,000

71,861

57,173

13,10A

11,174

120,052

Yonr: 1954

$ 31,306

28,681

13.32A

24,155
31,000

3,6:14

14,894

14,54A

18,951

6,080

7,087

18,026

14,582

1,826

96,207

10,265

22,394

7,925

2

n

1

1

,

I

3

1

3

1

1

1

1

,I.

4

0

1

1

4

5

A

3

3'

2

1

1

,'

3

1

1

1

3

1

1

I

California

Florida

GuilVgla

447inSa

I.:cid ucky

Louiiina
Michigan

Missouri
Montan-

Nevada

Now Jersey
Non. Vorh

North Carolina

Ohio

Oklahoma

Oregon

ithodo Island

T,211lit.N,12

I III
Virginia

Washington

Alnhama
Arizona

14144

Colorado
Connecticut

Town

Kansas

Maryland
Michigan
Missouri

Montana

Nevada

New Jersey

Now York

Ohio
- Pennsylvania

South Carolina

Tt3nripg_qae

Virginia

Washington

bonisiana

Montana

Texas

Hawaii

Voat 1955

386,978

2,414

403,020

28,205

12,452

18,260

19,848

28241
96,810

11,370

62,157

21,077

1,928

21,1495

5,056

H, 3214

42510
6505
16,699

17,40A

26,921

Year- 1958

$ 23.683

160,907

89,586

588,204

2,018

110,341

7,070

538,777

800,6137

8,441

08,983

4,000

35,163

13,600

12 , 1199

17,589

2,496
7,258

10,757

19,600

Year; 1957

$ 6,562

275

2,897

23,033

7

1

1

1

1

,

3

1

1

1

2

2

1

I

I

1

1

A

1

A

3

4

1

1

"

1

i

1

1

1

1

2

1

3

1

1

2

1

2

2

1

1



Tahle H-1

81,1CT ION AND 9 - PAYMENTS

Ye:I r St A hp I )0111. .1-11' (' App I Amount

1951 no, 1956 Oh ode I 102 '1

1952 Kent ueliv 1 ,195 ,,100 inn 261 221) 378
S. Carolina 203 290 ,016 11

"05 92 ,397
205 213 ,8130 206 235 ,7.-10

1033 none S flak( 'La 301 77 ,000
103.1 Kentucky 11 835 ,t302 T('XaS 9 105 ,000

Ohio 13 818 ,1.12 .101 20 .300
S. Ca rot i na 205 11 ,028 1,V1!,-.cons in 203 15 ,000

1033 1,:ew Itilex i (:('-i 1 525 ,150 .102 13 ,800
Ohio 15 295,328 1961 An zona 705' ,955

Ef Rhode I 129 ,800 Ca 1 -I rorni ,951 385
Texas 2 195 ,000 Georgi i 2.1 (370 ,501

1956 A 1 a Hama 1 101 ,800 do nu 2(11 65,165
Arkansas 2 191 ,361 Kentucky 11 256 ,300

101 107 ,000 12 171 ,500
501 1.3 .300 Missouri 303 1:i3 ,560

Calilornia 50 117 733 506 ,920
1 1

57 61 ,862 310 :15,310
1 202 1.07 ,060 1r

601 78,216
Er 929 68 ,31.0

11

(302 53 ,61 I
,119 110,700 603 -1 .320

Colorado -102 53 000 Montana .110 513 ,165
Conner.: ti cut 205 127 ,I61 Nevada (103 3 ,312 ,,177
Cc jri. II 71 01,10 103 1 .252 201

,926 105 217 .63))
37 ,856 Oregon 101 239 .692

Idaho 201 197 ,5,10 701 176 ,600
Maryland 1 318 ,070 S. Carolina 207 551 815

chigan 20:3 265 (117,10 1962 Colorado 1001 151 ,230
1 IT) 2 700 Montano 110 337 ,000

Missouri 503 133 ,360 1903 North it 1103 19,210
500 33 ,020 1.101 2 ,Oln)
510 35 310 Wyoming 903 238 ,20(1

:tlont aim 107 15 ,370 1961 braAka 1909 51) ,000
I r 306 20 000

Nc.wocia 2 51 ,920
New York 103 309 ,600
Ohio 103 337 ,273

105 216 ,900
Ok1ahoma 1 113 ,899

111 13,500
P yIvan Ui 101 270 100 1



SYMBOLS USE!) IN THE STUDY °E TA, 871

10tal not entitlement, P. I.. 871

Fu not entitlement for inti.adistrict equali4atIon

local revenues (including intermediate source)

S state payments to disirtet

average daily attendance ADA

current (..:Npunses or education

foundation program lot- state aid in dollars per ADA
(Ev represents variable unit pre!rram)

13 f_ basic aid in dollars, equal to is fixod numbev of dollars por
ADA Limes ADA

tax rate stipttlaicci by the state for participating in state
equalization aid

district tax rate

, proportioning Factor usud to allocate state nid funds

V total tnxiible assessed value

V

It

average assessed value per familY

ratio of residential_ to residential 1)105 commercial property
values

Subscripts

federally connected

3(a) ,- pupils underSection 3(1) or P,L. 87i

3(h) - puldis under Soction 3( 1) of 1 B s7,1

fl

d i

1'

nonrodeval

district

residential



STANFORD

RESEARCH

INSTITUTE

MENLO PARE

CALIFORNIA

Regional Offices and Laboratories

Southerr, California Laboratories
820 Mission Street

South Pasadena. California

Washington Office
808-17th Street. N.W.
Washington 6, DX,

New York Office
270 Park Avenue, Room 1710
New York I/. Nov York

Detroit Office
1025 !Thst Maple Road

Bilinint,:iani, Michigan

European Office
Podonstrasse 31
Zurich 1, Switzerland

Japan Office
ci Nomura Securities Co., Lid.

1-1 Nitionhashirlori, Chu° ku
okyn, Japan

Representatives

Toronto, Ontario, Canada
Cyril A. Mg
Room 110, 67 Yong St,

Toronto 1, Ontario, Canada

Milan, Italy
Loren/0 Franceschini

Via Macedonio Molloni, 40
Milano, Italy


