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By state assumption of educational costs; we mean that state
governments become the governmental entity responsible for raising all or
practically all of the money for public elementary apd secondary schoois.
Most states already hold constitutional responsibility in language to indicate
that the people of a given state "will establish and support a uniform system
of common schools. n2 However, most states have delegated substantial

powers of finance of schools to local authorities. State assumption viould

. severely limit local ppwers to determine how much money shall be spent

on the collectivity of students in the jurisdiction of local educational ’

')\
authorities. It need not imply that school districts or other local

1. I wish to thank Edwin Rubenstein, Jessica Pers, Genevieve
Wagner, and Dorothy Benson for assistance in preparation of this paper.

2. For example, Article 11, Section 1, of the Constitution of the
State of New York reads, "The legislature shall provide for the maintenance.
and support of a system of free common schools, wheyein all the childcen
of this state may be educated.” ' - '
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authorities, such as cities, would lose their powers to hire teachers, to
regulate basic programs cf instruction nor to undertake new programs
within their financial means. It nced not~-indeed; must not--imply that
precisely the same sum of dollars is Spent.on the education of each child
in a given state.
By no means is state assumption of educational costs a new idea,
Most of the countries of the world rely upon central and provinciai funding
’ of lower educational activities, with local financial pewers, if any, being
narrowly restricted. Hawaii and North Carolina among our own state
governments traditionally have followed the state assumption path. Henry
Morrison of the University of Chicago produced an eloquent plea for state
assumption in 1930.3
Just within the last few years the Advisory Commission on
Intergovernmental Relations has come strongly to support the idea.4 In

1969 Governor Milliken of Michigan proposed a comprehensive plan of

3. Henry C. Morrison, School Revenue, Chicago, University of
Chicago Press, 1930.

4. "In light of an exhaustive study of State Aid to Local Government,
the Advisory Commission concluded that in the long run substantially all
the non-federal financing of elementary and secondary education should be
shifted from: thé local property tax to the superior tax resources of the
State governments."” Advisory Commission on Intergovernmental Relations,
Urban America and the Federal System, Washington, D.C., Government
Printing Office, 1969, p. 22. ‘




k.

..3..

full state funding. S Neither of these recent stimuli, nonett_leless, was as
dramatic as the decision, handed down on August 30, 1971, by the
California Supreme Court, holding that the system. of educational finance
in that State--a system typical, by the way, of those in most of the other
50 states, Hawaii and North Carolina excluded- —v'iolated the United States
Constitution under the equail protection clause of the 14th Amendment of the
Constitution. 6

This decision has been interpreted to mean that state governments
_are required to assume full responsibility for financing schools. Iam pot
a lawyer, but I do not thirk this is correct. Some of my lawyer friends
ipform me that a schemes like "District Power Equalizing” would satisfy
the criterion that "quality of education may not be a furnction of wealth other

than the wealth of the state as a whole. w7 However, now that we have

obtained a certain clearing of the ground for reform of school finance

5. Office of Planning Coorcination, State of Michigan, A Chronology

of Educational Reform in Michigan, Lansing, The Oifice, 1970, p. 12.

6. See Serrano v. Priest, California, 1971.

7. 1am referring to the issue, not to the fact that the California
decision may yet be app=aled to the U. S. Supreme Court. The "wealth
criterion” qucted here and the concept of "district power equalizing” are
. developed thoroughly in John E. Coons, William H. Cluse III, and Stephen D.
Sugarman, Private Wealth and Public Education, Cambridge, Harvard
University Press, 1970.
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arrangements, [ would like to argue in this paper that full state assumption

is indeed the proper direction of that reform. 8

v

How Things Work Now, Briefly

In most states elementary and secondary education is the largest
single public activity, as measured by dollar expenditure. Taking all the
states together, 52.0 percent of revenues for elementary and secondary
échools in 1970-71 were drawn from local tax sources. State governments,
on the average, provided 41.1 percent. Federal Government produced the
remainder--6.9 percent.9

State governments frequently set minimum standards for provisign
of service, and the chief regulatory devices are minimun teacher salary
scales, on the one hand, and maximum class sizes at different levels of
schooling, on the other. Generally speaking, these minimum standards
are universalistic; that is, they apply equally well (or equally badly) in

rich suburbs and in old, deteriorating, industrial cities.

8. District power equalizing, inany case, would be a major
advance, in my opinion. Ihave myself urged similar plans. See The
Cheerful Prospect, Boston, Houghton Mifflin Company, 1965, and State and
Local Fiscal Relations in Public Education In California, Sacramento,
Senate Fact Finding Committee on Revenue and Taxation, 1965.

9. National Education Association, Rankings of the States, 1971,

Washington, D.C., The Association, 1971, pp. 48-30.
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Apart from applying such minimum standards as to teachers'’
salaries and class size, state governments typically leave it up to
the local authoritfies to determine the amount and.type of educational
resources that 'sl;llll be made available for .use by any given group of

}

students. Control of resource distribution by output criteria is
virtually nonexistent.

The difficulty with passing so large a share oi:’- responsibility
for distribution of educational resources to ‘loca. authorities is that local
authorities are left in grossly unequal positions with respect to taxable
capacity. Evenamong large school districts, it is not uncommon to
find that taxéble capacity per student - - which is to say in most cases
true value assessed valuation per public school student in average daily
attendance -- varies by a factor of six to one. If we take into account-
small districts, in many cases these being local tax havens, the varia-
tion frequently exceeds one hundred to one.

The prﬁblem of unequal taxable resources is exascerbated by
statutery limits on local taxing powers. Not infrequertly one finds

that these limits, expressed as maximum local tax rates, are applied
7 ’

~
¥

more rigorously in cities than in suburban districts. The outcome is
that cities are prohibited from spending money on their schools while
at least some of the suburban communities enjoy the advantages of

high wealth per student and freedom from tax limit provisions.
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The problem of unequal tax resources is moderated, though not
fully, by a system of state grants that takes account of Local wealth.
State grants are intended to “equalize" local fiscal capacity. They do
so to some extent. That the.kind of inequities pointed to in the California
deqision persist is attributable most basically to the fact that variations
in local fiscal ability ar.e extremely wide. It is attributable secondarily
to the fact that many states have never given more than a passing nod to
the objective .of equalization of local fiscal capacity, rhetorical statements
to the contrary. For the year 1968-69, it was estimated that 22.5 per cent

of state distributions, on the average, were in the form of flat grants. 10

These are grants designedly that do not take local variations in wealth into
account. For many years [ have been writing about some of the additional
and more subtle means by which rich districts are allowed to retain their
: - ' 11
preferential revenue positions, and I shall not repeat those arguments here.
But back to the basic point -- given large differences in local wealth
per student, the only ways, it would seem, that these differznces can be.

"equalized" are the following: (1) states can increase substantially their

‘10. Roe L.. Johns, Kern Alexander, and Dewey H. Stollar, eds.,
Status and Impact of Educational Finance Programs, Gainesville, National
Educational Finance Project, 1971, p. 32.

11. See my chapter, "State Aid Patterns, " in Jesse Burkhead,
Public School Finance, Syracuse, Syracuse University Press, 1903.
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share of the financing of scho.olls, i.e., they can move toward full state
assumption; (2) states can adopt a district power equalizing scheme,
which is to say that they will take steps to recirculdte excess local
revenues from high wealth school districts through the state fiscal
appa.ratus to low wealth districts; or (3) states can adopt some combina-
tion of hiéher state share cum distr‘ict power equalizing. 12

A subsidiary point is whether the state will have a "closed end"
or an ‘'open end" financial arrangement with local school districts. In
this usage, closed end implies that the state sets an absolute upper limit

on educational expenditure per student, though this limit may not neces-

sarily be the same in all districts of the state. An open end system implies

that the state is willing to s{lare educational costs with local districts,
power equalized, without limit. An open.end system is more compatible
with decentralized bargaining for teachers' salaries, working conditions,
and the like. A closed end arrangément may well imply statewide bargain-
ing. Proposals for full state funding and for district power equalizing
presently on the scene are mostly of the closed end variety.

Two additional points deserve mention. First, at present levels

of support, there is nothing that the federal government can do itself to

12. Additionally, states could abolish local school districts and
place powers over provision of educational services in the hands of large
regional authorities, thus evening out local taxable capacity. [assume
this step is politically impossible.
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establish educational finance reform, not in any basic sense. On the

other hand; if states are forced into educational reform by Serrano-
“like cases; the expenditure requirements of that 1'ef.orm may cause

them to slight other social welfare services t'hac are strongly comple-

mentary to education. (If a child very badly needs eyeglasses, it may

not do much good to give Fim an extra reading specialist instead.-)13

Hence, revenue sharing, et al, by the federal governmént indirectly

would make educational reform more productive, so it would seem.

Second, while the relation between assessed valuation of taxable property

per sgudent and level of household income does not stand in a perfect one-

to-one order, there is a positive correlation -- or so the evidence avail-

' . e 14 ,
able to this point indicates.”™  That is, one should not slide off from ¢
taste for our existing inequities by pointing out that some industrial tax

havens include some poor households.

13. Iam indebted to Professor Henry M. Levin for discussion
of this point.

14, James W. Guthrie, George B. Kleindorfer, Henry M. Levin,
and Robert T. Stout, Schools and Inequality, Cambridge, MIT Press, 1971,
Chapter 6.




Criticisms of the Present System

The focus of the new wave of discontent is on the side of inequity
but it could just as well be expressed as dissatisfaction with illogical
procedures in the allocation of educational resources. Basically, how
much is made ava11ab1e to-a group of students in the way of educational
opportunities is a fancuon of something called local wealth, which means
taxable value of real property per student in a local public authority. The
boundaries of local authorities in 1nost states are historical accidents.
Assessment practice at the local government level is-not something in
which we as a nation should take pride. But these are minor departures
from logic in the allocation of resources within our largest state/local
function (as measured by éxpendit(:res). The ultimate point is this:
what do local differences in taxable wealth have to do with sensible
criteria such as: differences in readiness of students to learn when
they first enter the educational system; abilities and interests of students
once they have acquired basic elementary school background; prices of
educa:ional services in different parts of .ie state (this latter variable
reflecting differences in necessary costs (0 supply a given quality of a
stated component of an educational program, not locally-chosen, wealth-

related differences in expenditure level). If one were to construct a school

system for the first time in the United States, surely one would attempt
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to set resource allocations on the basis of the;;-e lattéi: kinds of criteria,
not upon an arbitrary and capricious variable named local wealth. In
my opinion, furthermore, one should not duck this issue by saying that
needs and costs cannot be precisely measured. .

Admittedly, the argument now being made is getting ahead of
what the Califc.-nia court ruled. The court chose not so:much the illogic
of the present system as its inequity. It is worth considering their lan-
guage and their example.

The .. .. assertea policy interest is that of
allowing a local district to choose how much it
wishes to spend on the education of its children.
Defendanis argue: -‘If cre district raises a
lesser amount per pupil than arother district,
this is a matter of choice and preference oif

- the individual district, and reflects the indivi-
dual desire for lower taxes rather than an
expanded educational program, or may reflect a
greatey interest within that cistrict in such
other services that axe being sunnoried by local
property :axes as, for example, police and fire
protection ox hogpital services. '

) We need nct decide whelier such decentralized
firancial decision-making is a coinpelling state
interest, since undsr the rresent financing
system, such fiscal frce will is a cruel illusion
for the poo: school diswicts, We cannot agree
that Baldwin Paxl: vresidents ceie less about
education than thoce in Beveriy Hills sclely
because Baldwin Pari: spends less than $630
per child wiile Beverly ilills speunds over $1, 200.
As defencanss twmselves racognize, perhaps the
most accurate rcflection of & community's commit-
men: o educacion is the rate at which its citizens
are willing tc tax themselves to support their
schools. Yet by that standard, Baldwin Park
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should be deeméd far more devoted to
learning than Beverly Hills, for Baldwin Park
citizens lévied a school tax of well over $5
per $100 of assessed valuation, while residents
of Beverly Hills paid only slightly more than $2.
In summary, so long as the assessed vaiu-
ation within a district's boundaries is a major
determinant of how much it can spend for its
schools, only a district with a large tax base
will be truly able to decide how much it really
cares about education. The poor district cannot
freely choonse 1o tax itself into an excellence
which its tax rolls cannot provide. Far from
being necessary to promote local fiscal choice,
the present financing system actually de]frives
the less wealthy districts of that-option. S

Examples similar to the case of Beverly Hills-Baldwin Park

exist in many other states. ' They can be fouud in Illinois, Missouri,

and Maryland. InMassachusetts, Brookline spends an average of

$1280 for students in its public schools while Hudson provides $514,

a fact that cannot be justified in terms of height of Brookline's school

tax rate over that of Hudson.

Let us look in more detail at the situation in New York. Consider

Long Island, the second largest (next to New York City) region of the

state in terms of public school enrollment. In 1968-69, there were

615, 494 persons enrolled in the public ¢lementary and secondary

15. Serranov. Priest, op. cit., 1p. 46-48.




-12-
schools of Long Island’s two counties, Nassau and Suffolk. This
enrollment represented 18.1 per cent of the state’s total. Along
with the Island's large number of students goes a large number of
school distri‘cts. Though Long Island is not a larée geographic area
and though much of it is densely populated, it had 131 school districts
in various classifications in 1968-69. Ninety two of these had enroll-
ment throughout its elementary and secondary grades.

Consider now Table I. Column 1 shows enrollment in the e
échools of the district. Column 2 indicates the General IFund Revenue
of the district on a per student basis. Column 3 is the divergence,
expressed as a percen'tage, of the actual revenues per student in €ach
district (Column 2) from regional average revenues per student - $1, 320. 59.
Plus signs reveal districts that had above average revenues and minus
signs indicate districts of below average revenues. Great Neck had
revenues 57.32% above regicnal average and Massapequa had revenues
18. 149 below regional average. By regional standards, hoth of these
two districts are large in enrollment. The absolute dollar difference
per student between Great Neck and Massapequa was $996.53. This
is approximately $20, 000 a classroom. Thgre is no clear reason to
expect that students in these two districts have such different interests
and abilities that a $20, 000 per élassroom disadvantage for Massapequa

youth can be justified in educational terms. Assuming these expenditure
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differentials .were allowed to continuve in the fu.ture, the child entering
kindergarten in Great Neck next year would have received, by the
time of high school graduation, the benefit of $12, 500 worth of edu-
cational resources {in real dollars) over those of his Massapequa

neighbor.

Granted these two districts. are rather extreme with respect
to revenue differences, the fact is that educational opportunities
(measured by revenues available to purchase educational inputs) are
markedly uneven on Long Island. Furthermor.e, and this is an
important poini, the area of Long Island is sufficiently small that
one would not expect revenue difference to be cifset by differences
in co-sts, i.e., in prices of educational services. For example, the
salaries that Great Neck and Massapequa would need to offer in order
to hire teachers of a given standard of proficiency would be approxi-
mately the same. Probably whatever cost differences exist are to
the favor of Great Neck, because of its reputation as ‘an outstanding
school district.

The next step is to see to what the expenditure differences
are chiefly related. Columns 4 through § bear upon this point. The
analysis is based upon the standard of one-to-one relation between

_local tax rates on true value of property and revenues per student.

A purist might mainzain the followirg: if the local tax rate in district

—ao———
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‘ X is ten per cent higher than the rate in district Y, then, and only then,
should revenues per student in district X be ten per cent higher than in

‘ district Y. For analytical purposes, we are taking the purist's approach.

|

‘ ) Basic to this approach is the idea that local tax rates represent prices

‘ for local government services. It is a general view that people should

pay for what they get, and residents of school districts who want better-

than-average school programs can reasonably be expected to tax them-

selves locally at higher-than-average rates. The only reasonable

departure from the purist's rule would be to suggest that districts

populated mainly by people of low household income might be subsi-

di.zed to an additional extent, yielding the result that any given tax rate

in those poor districts yield a higher-than-expected amount of school

revenues, thus recognizing edilcational disadvantage of students. In .

this discussion, we a;re not suggesting that one go so far.

Column 4 shows local school tax rates on full value of property.
Column 5 is dn index of these local tax rates as compared to a region-
wide tax rate of $2.29. For example, the tax rate of Baldwin in Nassau '
County in 1968-69 was seven per cent above region-wide average tax

‘rate and that of Carle Place was three per cent below. Column 6 is a
set of "presumptive" educational revenues jn each of the districts.

These presumptive revenues were obtained by applying the index of

local tax rates to the regional average school revenue of $1, 320. 59.
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For example, the presumptive revenue for Baldwin is Baldwin's
index of local tax rate, 1.07, times regién-wide average school
revenues, $1,320.59, which equals $1,413.03. Because Baldwin
was willing to tax itself at a rate of seven per cent above regional
average, it is presumed to be entitled to school revenues seven per
cent above regional average revenues. This is simply making appli-
cation of one-to-one rela.tion between school tax rate and school tax
expenditui.e.

Column 7 divides the school districts of Nassau-Suffolk into

_ winners and losers. Winners, noted by a plus sign, are places that

have actual revenues higher than their presumptive revenues. In
other words, they are places that have more money to spend on their
schools than a strict examination of their locél tax rate could justify..
The losers, marked by minus signs, are places that have actual
revenues below their presumptive revenues. In other words, the

losers are districts that do not actually have the amount of money

to spend on their schools that their tax rates would indicate they should

have.
Winners and losers may profitably be examined against the
enrollment data in Column 1 and the true value assessed property

per student data in Column 8. Almost without exception winners are

districts of high assessed valuations (Garden City, Great Neck, Hemp-
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stead, Lawrence, Port Wa‘shington), or are both small and rich

(East Williston, Locust Valley, Oyster Bay, Sea Cliff, Bridgehamﬁton,
East Hampton, Hampton Bays). Similarly, almost without exception,
the losers are districts of low assessed valuation per student (Island
Trees, Roosevelt, Seaford, Bellport, Wyandanch), or districts which
have \.raluations per student 1:anging up to moderate levels but which
are large in enrollment (Hicksville, Levittown, Plainview, Brentwood,

Commack, Lindenhurst). The evidence appears conclusive that the

present system of finance discriminates against low wealth districts

and large districts while favoring the small and rich. These discrimi-

nations are contrary to long-established aims of the State to promote

equity and, incidentally, to establish efficient organization of school

districts, aims, indeed, running back a half-century in time.

If we look at two school districts on Long Island -- Great Neck
and Levittown -- we can see how state aid "works" under very different

circumstances (figures are for 1968-1969):

In Great Neck (9, 869 enrolled),

Revenue from local property tax: $1, 684.07 per pupil
. enrolled
Revenue from tuition and other local
, sources: 29.29
Revenue from state sources: 364.1.6
Revenue from federal sources: 0

$2, 077. 52 per pupil
‘ enrolled
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In Levittown (17, 280 enrolled),

Revenue from local property tax: $ 410.31 per pupil
enrolled

Revenue from tuition and other local

\ : sources: 13.87
Revenue from state sources: 764.48
Revenue from federal sources: .71
$1, 189.37 per pupil
enrolled

We can see from this that Levittown receives more money from the

- state than does Great Neck. But the amount of state aid in question

cannot begin to equalize the school revenues in these two districts.
Actually, Levittown receives $400 more per pupil in state aid than

Great Neck; at the same time, however, Great Neck can expect almost

$1, 300 more per pupil in local property taxes than the poorer district.

For this reason, the state formula cannot hope‘to equalize'thé”si:tuation.
It might be argued that Levittown is not taxing itself enough for
educational services -- the reason that the district does not have much
money from local sources is that the residents do not carc about their
schools. But if we look at the figures on the chart (Table I, page 4a and
4b), we see that Levittown, in fact, taxes itself at the rate of $2.72 pef
$100 of true value, a rate that is higher than the regional average of
$2,29 per $100 of true \;alue. The problem is that the true value of

assessed property in Levittown is very low -~ $16, 200 per pupil as -

compared to the regional average of $30, S00. The district can tax
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itself highly, but the valu.e of property is too low to ever generate
the kind of educational revenue whicl'l is generated in Great Neck.
In Great Neck, the residents tax themselves at the same rate as
the Levittowners -- $2.72 per $100 of true value. Yet, because
the true value of assessed property in Great Neck is high, $64, 400
per pupil, this tax effort generates a good deal of revenue for edu-

cation -- much imore than can be generated by the same tax effort

in Levittown, In fact, in Great Neck, the revenue from local property

taxes alone is greater than the average revenuc per pupil throughout

Long Island from all sources (state, federal, local property tax,

tuition, and other revenue sources).

Great Neck receives money from the state under the flat

grant provision which states that every district in New York no

matter how wecalthy receives a minimum grant (in 1968-69, $274;
today, $310) from the state. to Poor districts do not really gain
anything L;nder a flat grant provision, for they would receive this
financial support anyway if only a need formula were applied. Rich
districts, on thc other hand, receive a bonus, since many school
districts would not be entitled to this amount if the aid formula were

applied without a flat grant provision.

16. Additional state aid to a wealthy district like Great Neck
can come in the form of growth aid, size correction aid, transportation
aid and other forms of categorical aid.




-19-

Another structural limitation of the state formula, perhaps
more damaging than the minimum grant provision, is the maximum
ceiling placed onaid. A ceiling is imposed in térms of dollars on
the amount of the local budget to be subsi.dized. Thus, a-district
is equalized only up to some given level of support, above which any
spending will have to come wholly from the district itself. The
ceiling in 1968-69 (the year for which the figures o.n Levittown and
Great Neck are given) was $760; for the current year, it is $860.

Coons, Clune and Sugarman note: "Given New York spending habits
ga \ p g )

this kind of limit is ludicrous and incoherent in a schen:e of true

shared-cost equalizing. " 17 Or; Long Island, in 1968-69, for
example, no district was spending below the ceiling; therefore,

all 131 districts in the region were paying their own way on expen-
ditures above $760. Inaddition, the state has seta limit on its
share -- it will allocate 90% of the maximum, or $684 iaer pupil.
If the low fiscal capacity of a district were to produce an aid ratio
higher than 90% the state would not allocate the additionai aid. Unless
the ceiling is placed at the level of the district with the highest expen-
diture there will not be full equalizing. And, at least until the ceiling
is well above the median, a condition of equalization cannot even be

approached.

17. Coons, Clune and Sugarman, Private Wealth and Public
Education. (Cambridge: Harvard University Press, 1970), p. 185.
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The differences i;l expenditure‘per student are gross and do
not appear to be related systeniatically to differences in requirements
of students for educational resources; instead, ‘they appear to be
systematically to be related to a variable -~ namely, taxable value

of real property in school districts, that has only & remote connection,

.if even that, with the interests and abilities of young people who live

in the various districts. It is hard to avoid the conclusion that horizontal

equity, i.e., equal treatment of equals, is being violated as far as

students are concerned. The fact that taxpayers in some districts

.pay high levels to finance meager programs while taxpayers in cther

richer diétricts pay taxes at lox\'c;r rates to produce expensive programs,
would appear to show that equity is violated with respect to taxpayers
as well,
There are two other major criticisms of the present system
of educational finance I would like to menticn, though neither drew
the attentioh of the California court. The first has to do with the
effect of school financial arrangements on local -planning. In the
first instance, takiné a longer view of educational programs and
priorities is difficult when school boards are constantly under threat
of local taxpayers' revolts and budget defeats. Hence, the present

system of finance is inimical to longe range planning of educational

activities themseives.
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It is also harmful for land use planning. Let me quote from

a recent letter to the New York Times.

Virtually every suburban community wants
good 'ratables’ that produce school taxes

but don't produce schooi children. In the
intercommunity competition for office parks,
clean industry and shopping centers, these
facilities are scattered all over the suburban
landscape instead of concentrated in urban’
centers where they belong.

This dispersal of places of work virtually
forecloses the possibility of developing good
intrasuburban public transportation and
guarantees that each ycar hundreds of acres
of green must disappear under asphalt and
concrete to carry the increased automobile
traffic.

When it comes to housing, the effect of the
school property tax is equally disastrous.
No one wants housing that won't pay its own
way in school taxes. '

To the forces of class or race prejudice that
rise to oppose so many proposals for low
and moderate-income housing in the suburbs
is added the financial self-interest of the
district's propesty owners,

One has only to go to a few local zoning
hearings to realize what a powerful and
effective combination this is.

The only housing which can get by many

local zoning boards is either very expensive
single-family housing, luxury apartments with

a preponderance of studio and one-bedroom units
or housing restricted to senior citizens. While
these types have their place, they hardly represent

a comprehensive solution to suburban housing needs. 18

18. Letter to New York Times from John M., ..evy, September

5, 1971, "The Week in Review, " op. 10,
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The {inal criticism of the p1-e§e11t system of educational
finance is directed toward the problems of the cities. Our existing
arrangements were devised at a time (in the early 1920's) when cities
appeared to be rich and had strong, fully developed educational opera-
tions. The states' grant programs were inténded to redress an imba-
lance of educational power, in that they were fo help poor, rural
districts improve theil: primary schools-and build secondary schools
for the first time. The rural bias in the state-aid formuias has become
a suburban bias far beyond the time when ouf cities no longer appeared
rich nor had educational .systems sufficient to the challenge of the day.
The technical features of the grant systems assure this result. Almest
all states use closed-end aid programs in which extra necessary Costs
of central city operations are recognized only slightly, if at all, and
under which cities are held to much tighter local tax rate controls
than suburbs‘. One may surmise that the intellectual life of our nation
has suffelfed as a consequence of this senseless procedure. In spite
of all their difficulties, it is still the large central cities. that provide
a home for intellectual activities. Only in the cities does one find
consistently first-rate museums, libraries, theater, bullet, music,
and newer forms of folk art. Yet, households which offer an intellec-
tually stimulating home environment for their children have moved
from the cities in large numbers, and they have mioved partly in

response to educational disparities. The result is a new kind of
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educational imba'lance.. Children who have intellectual and artistic
interests find themselves in school districts that are unable to make
connection with the artistic and intellectual resources of the central
city, while the central city school districts are overly populated with
students who lack the interest or skills with which the city can so
richly serve. The general inadequacy of the public transport system
as between central city and suburbs; as already ‘noted, makes the

situation even worse than it otherwise could be.

What State Assumption Would Look Like,
Generally Speaking

The essential features of full state funding can be seen
in the proposal of Governor Milliken for Michigan. In summary,
tl';ey are the foilowing:

(1) The state provides nearly all the money for the
operation of elementary and secondary schools. (Costs of ne;A'
capital construction may be left to the local authorities, as well
as costs of servicing existing debt,) The additional state revenues
necessary to meet "full costs" of operating elementary and secon-
dary schools may be obtained by a statewide property tax, more
intensive use of state income taxes or sales taxes, or by the intro-
duction of a new tax such as a levy on value added. (The Advisory

Commission on Intergovernmental Relations recently reversed its
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1969 stand against the use of a statewide property tax, at least

|
|
J
as a transitional measure.) 1
(2) Itis ordinarily necessary to eradicate most of the
differences in levels of spending fcr local educational services
. " before full state funding can be fully operational. The state
government, that is, can ‘hardly underwrite programs in which
some districts are receiving twice the benefit of other districts.
This l'e.veling up cost could be spread over several years of the
State's budget, of course,
(3) The State must determine a defensible basis for
distributing money to school districts. It is likely that the State
would take into account differences in wage and salary levels iin

the various regions of the State, anc the special educational re-

quirements of different types of students.

(4) The process of determining how much money should be 1
spent in individual school districts would ease if the State estab-
lished regional educational centc-;rs to supply special services -- i
such as vocational education, programs for the handicapped,
remedial programs, programs for the gifted {(including the scien-
tifically and artistically gified), student transport, health services,

s ' and the like -- to districts on their order. Under this process,

the State distributes educational services as such to .districts and
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avoids some of the necc::ssity for making precise inter-district
judgments about needs for cash. It is "aid in kind, " rather than
aid in money.

(5) Local authorities should be.granted limited powers to
supplement their educational programs by local taxation. Itis
now comrnonly proposed that this supplementary levy itself shoald
be "power equalized."” As the Advisory Commis‘sion on Intergovern-

"

mental Relations has stated, ". . . The Commission assumes that
there would be a limited opportunity for local enrichment of the
-educational program. However, failure to circumscribe the amount
of local .enrichment -- by limiting it to teén per cent of the State
grant, for example -- would undermine its . . . objective -~ (to
create) a fiscal environment more conducive to educational oppor-
tunity . . . w19
(6) Implicit in the arrangement for full state funding is
some control over the powers of local school districts to engage
in collective bargaining with professional and nonpréfessional staff.
One possibility is that bargaining about salary schedules and pensions
would be conducted on a statewide basis. This process could establish

a system of region-wide costs of salaries per teacher, which system

could be recognized in the State's distribution of grants to districts

19. Advisory Committee, op. cit., p. 23.
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that lie within any given region. At the same time, bargaining on

detailed working conditions could be conducted locally.

Arguments Against Full State Assumption

Are there arguments against state assumption of educational
expenditures? Indeed, and I shall now try to deal with those 1 regard

as most common.

(1) The Middle Class Will Take Their Children Out of the Public

Schools.  Unless upper middle class parents retain the right, so it is
said, to use their l.ocal wealth to buy unusually high -priced educational
services for their children, they will desert the public institutions,
leaving public schools to serve only the poor, which is to say minorify,
households. I find this the least convincing of the anti-state assumption
arguments. Rich local school districts will almost surely be "saved
harmless" on their existing levels of expenditures per student, sO they
will lose their favored position only gradually -- thatis, as the rest

of the state catches up with them. Academically-minded teachers,

many of them at least, will continue to prefer to work with the students
of the r iddle rich, even if salary schedules should be equalized across

a state. It will still be the principals of the richer suburban high schools
who know university admissions officers best and whose recommendations

will count most. To throw these advantages aside and at the same time 10
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pay $1, 000 to $3, 000 tuition per child per yéar (at constant prices)
for admission to a new (and, hence, unknown) private institution
would appear to be a bad bargain for suburban awellers.

It is entirely likely, on the other hand, that parents in the
richer suburbs will come to make greater use of privately-purchased
supplementary services, suck as tutoring in literature, science, and

mathematics. Once this occurs in visible measure, it is probable

- that demands will be made to make such supplementary services

available free-on call in inner city areas. Thus, a new flexibility to
some student and parental choice would be introduced into our all-too-
monolithic educational structure.

(2) There Won't Any Longer Be Enough Money to Run the

Schools Properly. Possibly, but no one reaily knows what-the effect

of state assumption on school revenues would be. For those who are
worried about this eventuality, I offer two comforting thoughts. The
first is that state assumption would end the process whereby rises in
educational budgets are obtained at the price of creating new irregu-
larities at, of course, a higher level of expenditure. The second
comforting thought refers back to the earlier statement that educational
output may be enhanced more by spending extra money on complemen-

tary social welfare services than on education services themselves.

If state assumption did have the effect of moderating the rate of advance
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| in educational expenditures and if the money so saved could be put on
complementary social welfare services, we mightall be ahead in the
long run. ' ’

(3) Statewide Bargaining Will Imﬁede Innovatioas in Personnel

Practice. Most people, Ibelieve, who are interested in schools would
be incliﬁed to say that the record of local authorities in personnel
practice is less than impressive. Schools are administered mainly
' in a hierarchical, not colleagial, fashion -- in spite of the commonly
held assumption that teachers are professionals. Job descriptions
are vague or, more often, not at all in evidence. Salaries are distri-
buted maihly on the basis of seniority, and this is not an imaginative -
¢ solution to the problem of determining pay differentials. So I fear
we have little to lose in moving to the state level.
On the contrary, however, I feel we might have a good bit to
gain. When local authorities, even the biggest, engage in collective
bargaining; they do so on the basis of a very modest amount of prepara-
tory work -- by standards of large employers in the private sector, anyway.
That is, bargaining is not well used as a process to help solve problems
that exist in the work of the schools. States would be undexr considerable
pressure to engage in preparatory work -- simply the size of the contract

to be bargained would so dictate. Preparatory work should include an

assessment of the state of the schools, a redefinition of priorities, a
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search for workable solutions to the most serious shortcomings,

and, finally, the writing of a set of employers’ c_ieme'.nds for quality

improvement to lay on the table alongside the teachers' demands.

It is a kind of planning exercise which we see too seldcm in the

social sector. The time is right, for teachers in this decade must

be prepared to argue for higher budgets on the basis of quality
improvement; as they cannot now be defended on the basis of increases

in enrollment.

(4) There Is No Way To Figure Out How to Distribute Money to

School Districts. [If one demands that marginal educational products,

however defined, be equalized among districts or among functional
classifications of expenditure, then, speaking strictly and precisely,
the assertion is correct. However, almost any attempt to devise a
rational scheme of distribution would appear to be preferable to the
present system, under which inter -district variations in revenues are
a function of locally taxable property.

Let's start with the proposition that the same amount of money

be available for each student, unless a valid (i.e., educational) reason

can be found for svending some different amount. Handicapped students

require special care, and it is possible to estimate rather closely the
costs of the required programs. Good vocational programs cost more

than academic, and again it is possible to estimate the required costs.
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Likewise for programs for the academically gifted and for the artis-
tically creative. The disadvantaged pose a more difficult problem.-
Title I of the Elementary and Secondary Educati‘on Act of 1965 sought
to lay an extra 50 per cent of statewide e}‘<penditures oir such students.
I would opt for 100 per cent but I fear no one can justify any particular
ratio; and the reason is that so far there is no clear set of answers

to the problem of educational failure.

But to continue, if school cons.uction costs are higher in big
cities than in rural areas, the state could recognize this differential
in its grants. If the gencral level of salaries varied markedly from
one part of the state to another, one might want to recognize that
fact in setting salary schedules for teachers, On the other hand,
if an objective of policy was to encourage outstanding teachers to
work in the depressed parts of the state, then just the opposite policy
might be appropriate. In summary, one would start with the idea of
equality and make only such departures as were necessary to fulfill
the educational policy objectives of the state. These would need to
be -- and could be -- stated specifically, such as providing a certain
set of services for handicapped students, etc.

(5) We Will Lose Local Control of Our Schools. It is true that

local power to determine revenues of school districts would be sharply

_ curtailed, Assuming that a well-functioning state system to assess
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performance (on a variety of measures) of individual schools can

be devised -- and I think it can -- onr2 could offer greater powers
than now exist for the staff in a single school arid its interested public
to control how funds are spent within tha£ given school. Most people,
after all; are incerested in schools, particular ones, not in school
districts. Note how many parents tutn up &t "scheol night™ and how
few at échool board meetings. And how few voie in' school boaﬁ‘d
elections.

In most states, the greatest power in educational policy is
now held by school district boards and their officers. State assump-
tion offers the means to increase the amout of power and the effective
uses of power in state authz: "~1=s ond in lecal schools, each local
school having its own board of governors.

(6) We Need "Lighthouse' School Districts to Set Standards

for Improvement of Quality. There is no reason at all that state

governments could not establish special funds for experimental and
innovative programs. Almost certainly some of these new programs
would be designed for ghetto schools. As it is now, ligathouse school
districts are gererally rich ones and are inhabited by rici students.
The present system weights innovalinn and experimentation toward
the advantaged. But it is not advantaged schools that have the most
serious problems, and it is doubtful that new programs designed for

well-off students have much transierability irto the ghetto.
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The Essential Contrast Between State
Assumption and District Fower Equalizing

District power equalizing provides that any given local school
tax rate yield the same precise expenditure per student, regardless
of the wealth of districts that levy the given rate. It is a simple and
powerful idea and would apparently meet the requirement of the
California Supreme Coust that local taxable wealth no longer be
allowed to determine the quality of education. Why might one prefer
state assumption to district power equalizing?

There are several reasons. First, assume that high wealth
districts are inhabited by high wealth folk and poor districts by poor
people. All district power equalizing then does is assure equity in tax
rates vis-a-vis school expenditures. Poor folk would have difficulty
in meeting the competition of rich {olk in rich districts, once the latter
saw how the game was shaping up and raised tizeir gchool tax rates to
preserve their favored position.

Second; assume there is no ciear relation between district
wealth and the income of residents of various districts. That is, some
rich districts are inhabited by poor foll:; and conversely. District
power equalizing would be positively harmiful to poor folk living in
a rich district -- an irdustrial enclave, let's say. Hence, district
power equalizing is a weak cevice in promoting equity (first assumption)
or a crude device that would unnecessarily harm some poor. people

(second assumption).
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Assume, finally, as.Ibelieve is correct, that there is no
absolute standard of education which can be described as "adequate™ -~
that all educational disparities are relative. ;I‘hen, if one is going
to embark on major revision of educati‘onal'finance arrangements,

; _ why should one not remove "place” inequalities as well as "wealth"
inequalities? 20 To make the point clear, consider two districts,

F | A afld-B, and let them be of equal wealth. Suppose the residents

of District A choose a scheol program half as costly as the residents
of B. Is it good policy for the state to require the children of A to
suffer the lifetime handicap of inferior education, which is to say
that the state excludes these children from the benefits of District.

B education on the basis of a district boundary line that is itself an
historical accideﬁt? As [ understand the ideals of a good democracy,
pubiic institutions -- and especially the schools -- are supposed o
see to it that such personal atiributes as aptitude, talent, and energy
play a progressively larger role inan individual's success and develop-
ment, while parental wealth; on the one hand, and fecklessness, on
the other, play a progressively smaller role. I see no way for this
ideal to be achieved in the absence of direct state intervention in the

allocation of educational resources.

20. Frank [. Michelman, "The Supreme Court, 1968 Term
Foreword: On Protecting the Poor Through the Fourteenth Amendment, "
Q Harvard Law Review, November 1968, p. 56.
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The educational system, after all, is our one supreirie
sorting device. Classification of people on grognds of their abilities
and aptitudes is a necessary process, but‘ one on which our national
welfare and our morality hang heavily, The sorting process cannot
work effectively if primary schooling of some children is of vastly
greater quality than that of other children. L.ocal tastes for basic
educational services should not distort the functioning of the sorting

mechanism.
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LAM=NUES AND TAX PATES IN LONG ISLAND 1968-69
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Dist. Rev/Fupil Value Tax Local Tax  Educ. Rev Act. Rev. Frcw

1t) o "Rec. Revw/ .fum.l . Rate Rate veyr Pupiil ‘ Presumptive

1.57 .69 $11.21 + 340.85

7 6 + 32.67
3 - 9.16 2.14 : .93 1222.15 - 28.51
50 4 + 3.18 2.89 1.26 ~=  1663.94 -~ 301.35
D2 W + 17.77 .99 .43 567.85 + 987.39
2% S + 13.6S i.94 . .85 1122.50 + 352.4¢
51 5 + 5.18 2.61 1.14 -+ - 1505.47 - 116.51
?2 I:G - ©.75 1.22 .53 699.51 + $510.59
3 o + £.31 2.83 : 1.24 - 1637.53 -~ 280.04
i .S + 0.20 2.41 1.65 T 1386.62 ‘-~ 83,27
1 s + 1C.62 3.11 1.36 1796.C0 . - 343.14
3 0 - 3.33 2.33 ' 1,02 - 1347.00 - - 136,40
3 - 14.35 2.13 . .93 1228.315 - = §7.22
O N1 - 14,70 2.20 .96 1267.77 - 141.26
8 X -+ 3.S5 2.41 1.05 1386.62 - 13.85 -
8 s - 18.G9 1.48 . .65 858.39 + 215.39
C S - 8.8 2.56 1.12 . 1479.06 - 277.3
32 1 + 8.24 2.32 . . 1.01 . . 1333.80 + 1.03.51
1 + 7.04 2,51 . 1.10 1452.65 - 32,14
3 s - 9.77 2.53 1.10 1452.65 ~ 261,11
2 6 - 12.95 2.32 1.01 . 1333.80 - 184.24
O N2 4+ 10.30 1.40 : .61 - 805.56 + €51.06
9 3 T~ 7.87 2.39 1.04 1373.41 - 155.78
S EC9o - 12.34 . 1.85 .81 1069. 68 + 85.31]
'y 2 - 17.81 .91 .40 528, 24 + £57.17
3 55 - 12.66 ) 1.63 - .71 927.62 + 213.07
8 6 - 8.39 2.48 1.08 1426. 24 - 216.48
3 IS + 50.29 1.13 .49 647.09 +1237.60
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Port Jefferson Sta.
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Riverhead
Sachem
Saqg Harbor
Sayville

" Shelier Island:
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REVENUES AND TAX RATES IN LONC ISLAND 1968-69

(2 ) (1) (s) (L) - (7)
y/Puplil % Divergence Tocal Full _ Index of Presumptive’ Divergence cI
r en- Dist. Rev/Pupil Value Tax Local Tax  Educ. Rev 2ct. Rev. Foem
Liment)  to Rex. Rev/Pupil . Rate Rate pexr Punil Precumnhiva
,33.60 - 14,18 2.13 .93 1228,15 - 94.55
76,48 + 11.8C 1.13 .49 647.09 + 829.39
71.53 - 18.8% 1.07 .47 6£20.68 + 4£50.85
35.94 - 1,24 2.85 1.24 1637.53 =~ 30C.59
01.74 + 13.7z2 2.86 1.25 1¢50.74 ~ 149.G60
57.02 2.7 1.43 .62 £i18.77 + 533.23
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Smithtown
Soutnampton
Southold

South Huntington
Three Village




