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Abstract
CHAPTER 1: TEST-BASED FUNDING -- ORIGINS AND INITTAL APPREHENSIONS

Allocations of funds to support compensatory education have typically
been based on a measure of socioeconomic status (SES), usually the income
of families resident in the funded unit. Larger allocations are made to
units with larger proportions of low-income families. This procedure,
here called income-~based funding (IBF), has been followed in several
state programs and in Title T of the federal Elementary and Secondary
Education Act.

Two objections have been made to IBF: (1) The availability of data
on family income lags behind changes in families' place of residence.
{2) Tt is an inefficient way of allocating educational funds, in that
many low-income children apparently do not need compensatory programs whilas
some children who apparently do need them are not fvom low-income families.
The premise of this latter objection is that a low level of school
performance is itself the true indicator of educational need; low SES is
only a proxy measure of it. Since a low test score is direct evidence
of a low level of performance, it has been proposed that IBF be replaced
by test-based funding (TBF). The idea is reinforced by other potential.
advantages: TBF would promote "accountability for results,” would be
more likely than TBF to equalize learning outcomes among children of
different racial 'and socioeconomic groups, and would generate increased
public support for larger appropriations of educational funds.

At the federal level, H. R. 5163 was introduced as a TBF bill to
replace Title I. Though it was not passed, extensive hearings on it fege
held and a residual appeared in the Education Amendments of 1974. TBF
proposals were also made at the state level, and California, New York, and
Michigan have had versions of it in eifect for several years. Certain
difficulties in TBF were recognized at the outset: (1) It would seem to
have a "disincentive effect'": the lower the scores 6f students were, the
more money a district would receive, which might motivate educators to
try to depress pupil performance instead of improving ic. (2) Tt might

7




Pp. 25-31.

Pp. 31-36

impel educators to manipulate scores so as to produce the appearance
of low performance. (3) It might raise questions about the validity,
reliability, and cultural bias of the test that was used, or provoke
opposition if any standardized or norm-referenced test were used.
Opinions differ as to the seriousness of these problems, but various
methods of dealing with them have been tried or suggested. '

CHAPTER 2: EXPERIENCE WITH TEST~BASED FUNDING

-Michigan enacted a TBF program, known as Chapter 3, inm 1971. Under
this program, for which $22,500,000 were appropriated in the first year,
67 districts received $200 in 1971-72 for each K-6 pupil estimated to be
at or below the 15th percentile on three tests of the state assessment
battery administered early in 1971. These pupils were assigned %o reading
or mathematics programs, which, however, could include other pupils as
well. As a way of countering the disincentive effect, the districts yere
to receive the '$200 in the two Subsequent years only for thcse Chapter 3
pupils who, in the preceding year, had made at least 75 percent of a normal
year's gain as measured on standardized pretests and posttests; for pupils
making smaller gains, the amount was to bes reduced proportionately, down
to zerd for pupils making no gain. . *

"Although pretests and posttests were administered in 1971-72, the
galn—based funding provision was waived for the following year because
appropriations had been enmacted so late. The test résults showed that,
if the provision had been enforced, the districts would have lost $8,000,000

_ of their original allocations, and demands were consequently made that the
.provision not be enforced for the next year, either. The Michigan Department

of Education acknowledged that Yeduction of funds would mean a loss of
sexrvices to the pupils who were presumed to need them. A new section, 39a,
was added to Chapter 3, enabling districts to re-earn virtually all the
funds they would have lost, by promising to install a new "delivery system"
for pupils who had made low gains. The 1972-73 test results showed a
potential loss to the districts of nearly $5,000,000, and Section 3%

was renewed for 1974-75.

It is impossible to say whethar Chapter 3 has achieved its aims. Data
on test-score gains are not convincing., Moreover, if the gains were greater
thafl would othefwise be expected, the improvement may have been attributable
simply to increased funding, in which case a later reduction of funds
would have been counterproductive; yet the improvemeit could not be
attributed to an anticipated loss of funds, because it is not clear that
local administrators and teachers could or did do anything they would not
have done, anyway. Nor can it be sdid that Chapter 3 improved efficiency
in the use of funds, because the target pupils yere not segregated from
others and because districts continued to receive their allocations for
pupils whose scores did not improve -= as they would have to if the
principle were to be upheld that test scores are a valid indicator of need.
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The %gplementation of Chapter 3 was attended by several operational
problems,’ growing out of the effort to avoid regression in the measurement
of gain, the concern in local districts that pupils not be given a pretest
that was too difficult for them, and the fact that the tests were
administered and scored by local school-district personnel. Also, lcecal
administrators complained that Chapter 3 was exclusively punitive, since
it could lead to a reduction of funds but not to an increase. To meet
this complaint, however, would imply abandonment of the TBF concepb, The
most likely outcome of legislative deliberations over the future of
Chapter 3 1is that TBF will be continued, with the same appropriation as
at the start, but with a new allocation based on a more recent test
administration; and instead of a requirement for pupil gain, districts
will probably have to ohtain departmental approval for thair compensatory
programs.

California has had two statutes with TBF provisions. The first, the
Miller-Unruh Basic Reading Act of 1965, was never funded at & level
suf fictent to allow the TBF provision to take effect. The second, the
Early Childhood Education (ECE) act, became operational in 1973, with.an
appropriation of $25,000,000. ECE is not primarily a compensatory-education
program; any district can qualify, and most of them have done so. Districts
with plans approved by the State Department of Education receive a grant of
$140 for each pupil in a participating school and grade, and an additionmal
570 for each pupil, up to 25 percent of average daily attendance, who is
determined as having an educational need. The Department has defined pupils
with need as being those who score in the lowest quartile of a statewide
test in reading and mathematics. Thig definition was more a matter of
expediency than of principle; test-score data were readily available .nd
were belleved to be simpler than other measures of need. In its first year,
a district's plan was to be implemented in only some of its grades and/or
schools. . Subsequently, additional funds would be granted for expansion
of the plan into other grades and schools upon determination by tha
Department that the district had so far met the objectives of its plan.
Failing such a determination, funding would be continued without increase
or decrease, except that & district would be considered for termination
if it yas refused expansion funds for two successive years. Beginning with
the second year, decisions about expansion funds were to be based, to a
limited extent, on attainment of pupil-performance objectives. These
provisions are a functional equivalent to the requirement for pupil gain in
Michigan, although test scores play a much smaller part in ICE than in
Chapter 3.

The burden on the districts for developing acceptable plans, and on the -
Department for reviewing these plans and determining whether objectives had
been met, proved to be very great, and the procedures yere later simplified.
The Department is also considering proposals to eliminate the pupil-performance
part of the expansion-fund decision, because of the potential disincentive

effect. Only ten small districts were refused expansion funds two years
in a row, and they will probably not be terminated. Data on test-score gains

in 1973-74 were inconclusive, but it may be premature to judge the success
of ECE on that basis. The TBF provisions of ECE have created less seyvere
problems than did those in Michigan, chiefly because they have played so
minor a role. Also, unlike Chapter 3, ECE offers an opportunity for a
district to obtain additional funds beyond its original allocation.

9
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Pp. 59-65 New *York established, in 1967, an Urban Education program, under whih .
supplementary funds were grantéd to 29 large districts with high proportions
of pupils who had low scores on the 1967 PEP -tests.” In 1974, this program
was replaged by PSEN (Pupils with Special Educational Needs), which gives .
a weight of 1.25 in the state s general aid formula to :he average of the
proportions of a disvrict’s pupils who scored below the fourth stanine on
the PEP reading and mathematies tests in 1971 and 1972. This was regarded
simply as a means of getting money to all districts.that needed it, instead -
of to large districts only, and test scores rather than atlier measures of
need were used because they were more uniform and convanient. Third~grade
scores had been proposed, in the belief that their use would minimize the.® e
disincentive effect, but sixth-grade scores were adopted, out of the desire
to refrain from influencing schools to adopt instructional methbds"that
would produce low scores in the early grades. While departmental® approval
is required faxr, PSEN -projects, the approval Jprocess is not stringent, and ~ '
up to 30 percent of the funds way be spent on otherwise ineligible pupils if
necessary to avvoid segregating target pupils. TBF has been less troublesome
- in New York than in Michigan or California, probably because few strings
are attached to the allocated funds. )
Pp. 6570 This study of experience with TBF so far is not conclusive, but it
suggests the following “inferenced: (1) The desire to avoid score
manipulation seems to conflict with the objective of keeping the data base
for funding up-to-date. (2) TBF may not improve efficiency in the use of
funds, because the precise targeting of funds to the low-scoring pupils
presumed to need them has been found to be administratively awkward or
pedagogically undesirable. (3) The effectiveness of TEF in raising test
scores has not been demonstrated, but it may be too early to expect that.
Meanwhile, a dilemma has emerged in deciding what vo do if test scores do
not increase. Reducing funds would mean not meetiug needs or denying that
scores are need indicators; not reducing funds would prolong ineffective
expenditures., (4) The ability of TBF to produce larger appropriations of
funds for education is doubtful, at least at the state ievel. (5) Efforts
to prevent a disincentive effect and the manipulation of test scores have
not been entirely auspicious.

~ CHAPTER 3: IS€UES FOR FURTHER RﬁSEARCH

Pp. 71-74 Analysis of sGme of the as yet untried solutions to problems of TEF,
and of some of the assumptions associated with it, veveals areas that
demand further thought and empirical investigation., Testing upon entry to
school rather than in later grades may only change the way in which the
disincentive effect is manifested instead of eliminating it. Manipulation
of scores may be easier than it has seemed. The desire of teachers and
administrators to demonstrate their competence by producing high scores
might be sufficient to counteract the disincentive effect and the
temptation to manipulate scores, but evidence is lacking.

Pp. 75-80 There is little reason to believe that criterion-referenced tests
would overcome the opposition to TBF that it is thought may arise from the
! use of norm-referenced tests, Criterion-referenced tests are just as subject

10 .




Pp. 86=92

Pp. 92-99

to cultural bias and to use in invidious comparisons as are norm-teferenced
tests. 1In-fact, the two are not different kinds of tests so much as different
ways of interpreting veist scores; and even the interpretations are not
radically distinct, since a criterion is of necessity relared to a
distribution of scores. Moreover, criterion-referenced interpretations are
especially inappropriate to decision-making situations in,which tire number
of pupils to be placed in a category must be limited, whigh seems to be
the case.for.TBF. Finally, the use of criterion-referencing for TBF purposes
might well bring upon it ail the.criticisms that have hitherto been directed
at norm-referencing. ' .o
] - - ' .“-\

Among the’ assumptions of TBF that require further exploration are that
compensatory-education funds should be spent exclusively on students who have
extra needs; that TBF is more likely to equalize the scores of different
SES groups than IBF is; and, most importantly, that test scores are true .
indicators of the need for additional educational resources. The definition
of "educational reed" that is consistent with TBF describes it as a
“discrepancy“ orx "deficit" relative to a desired condition such as normal

;performance, leading to the implication that the absence of a low score

signifies the absence of reed. This implicatica would prpbably be rejected
by most pecjle if it yere applied to children with handicape like deafness
or residence at a great distance from school. Additional resources may have
reduced the effects of their handicap, enabling them to acliieve higher
scores than they might otherwire; but if so, it would seem that these
resources, rat'ier than being withdrawn if the children reach the averags,
should contini.e to be provided as long as the handicap exists, in order to
sustain their higher performance. Thus, a more generally acceptable
definition of "need" would be "a requirement for extra resources to overcome
the effects of a condition adverse to learning."”

Low SES can properly be viewed as the handlcap of "deficient capital
embodiment." In that light, it would itself be the source of needs, not
merely a proxy measure of them. The low scores of low-SES children would be
interpreted as the symptom of a widespread need, rather than as the condition
creating the need. Low-SES children with average scores would still need
additional funds, to allow improvements in areas of their education other
than those melsured by the test scores or to enable those of high ability
among them to reach high, rather than simply average, level: of achievement.
These results are necessary elements of the concept of educational equality.
Because it is aimed at all low-scoring pupils, TBF would divert funds away
from districts which have low-SES children with non-low scores toward
districts which have high-SES children with low scores. Present evidence
does not vield a clear answer to the question of whether these funds could
be expected to raise che scores of the children on whose behalf they would
ha allocated.

The doubts about TBF lead to a reconsideration of IBF. The data base
for it may not become obsolete as quickly as has been thought, and it could
be kept up-to-date fairly easily. Parental education may be a more satisfactory
measure of SES than family income, and a technique has been developad which
would relate it to amounts of capital embodiment, in children. It might
contain its own kind of disincentive effect and an inducement for deception,
but these would probabl) - he less gerious than with an income measure or with
TBF. All of these prop. ' ‘ons are alsoc matters for further study.

i1
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CHAPTER 1: TEST-BASED FUNDING ~- ORIGINS AND INITIAL APPREHENSIONS

This study was undertaken to explore the issues involved in

“test-based funding": the concept that extra resources should be
allocated to states or school districts on behalf of pupils with

-+ Ls

low test scores. The data for the study come from literature
bearing on the contept, fro; documents in three states where it
has been tried, and from interviews with key people who have been
engaged in ics éevelopment and implementation. In this first
chapter: the origins and rationale of test-based funding will be
described and the problems with it'that have been eyident from the

outset will be briefly discussed.

u

Income~based funding

The costs of public elementary and secondary education in the
United States have traditionally. been paid largely out of funds
raised by loecal schocl districts ﬁFom soutces-within their own‘
boundacies. As local revenug;raising capacities have bec;me strained,
however, state governéénts, and to a lesser exter the federal
government,‘have stepped in to supplement local resources. Today,
about 40 percent of the costs of public elementary and secondary
education are paid out of srate funds., In most states, the awount
of the Brént to a local scliosl distyrict is based, in one way o
another, on the number of students enrolled in the districg -— ;n'
ﬁéﬁual dollars per scholar"_formuia -- gometimes adjusted to take
account of differerces in the éistricts' own revenue=raising

abilities.

12
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But for some time now,.it has been recognized that there are

’4 LIS
. tmportanc variations in the kinds and amounts of educational ; -
“ . resou}ces required by different sorts of childr@n. A child who lives o
4 1 ) \. i

in a rural area, far from a school, needs more by way of transpertation

i than does a child who lives nearer to.one; a child with impaired vision

L™

or hearing ‘needs more individual aﬁfbﬁtion and specialized equipment

M
a&d instructors, which call for greater expenditures than are required

-+

for ordinary children. A society which aspires to offer equal
educational opportundity to all chiidren, and toibe just and humag;, \\\\

will try to meet thgfe exXtra needs, and school districts in the Unifed ©

[ L
States gemerally do make that effort ~- again, often with support

, from the state governments. : \
‘~f‘ , Children with special needs are not evenly or propertionally

distributed among gzifglhdistricts, so it would not be satisfactory
f;r the states simply to allocate additiopal funds to.each district
y on the basis of its total enroiiment. Either of two methods of
deﬁérmining the additional allocation is used instead, In the
categorical—aid method, the state grants to the‘district a snm of
mopey that can be used Only to cover the extra expenditures required.
Some states, for e;ampla, pay ali or a substantial part'of the costs
of transpégting children who live more than a specified distance
from a s;hool. Fewer states use the other methnd,’ﬁupil weighting,
in which extra welght¥is given in'the stata ?id formuls to chiidren .
) o

who have certain recognized special needs; thus, a, deaf or blind

child may count for twe ordinary children in computing the amount ~
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of state aid a district will receive, without placing any
restrictions on the district's use of the additional funds.

In recent years, it has been contended that children who are
the victims of racial or ethnic discriminati9n — particularly,
in present circumstances, children socially defined as black,
Hispanic, or Indian ~~ and children from families of low socio-
economic status (SES) also have special needs and therefore should
have greater resources devoted to thgir education than other
" children. Minority and low-SES children are likely to suffer from
educationally relevant disadvantages that are typﬁFaily ﬁssociated
with their situation: the injuries to self-confidence, self-esteem,
and academic motivation that result from prejudice and discriminatory
treatment; inadequate nutrit:i?dﬂ., clothi‘ng, health care, and shelter
and space; a restricted rangé'of experiences; anq‘Peg;s and parents
who prgvide little help in verbal development o-r o'tj.her scholastic
akills and who do not offgr models of high aspirations.\

Numerous studies have consistently sh;)wn'that the average level
of educational perforrance of children from minority and low-SES
fagilies is indeed signifigantly lower =-- in both the technical
statistical and the practically meaningful senses =- ghan that of
children from families of ghe white majority and of higher SES.

Many school districts have accepted the obligation to close these

gaps. But, it is argued, the effort demands additional resources,

to compensate for these disadvantages, just as in the case of the

~




-

other groups of cﬁildren with special needs; and even more than
these latter groups, children of minority and low-SES families are
distributed among school districts iu a highiy skewed f;shion, being
concentrated in the large cities and in some rural areas., Once more,
therefore, the districts have turned to higher levels of government
for assistance. The ‘federal and several state govermments have
reSponﬁed; in some instances they have even acted first, offering
additional funds as a stimulus to action,bx local districts that
might not otherwise take the initiacive.

For both judicial and political reasons, there is a widespread
reluctance to allocate funds on the Basis of membership in a racial
or ethnic group. This reluctance seems not to apply, or at least
not as strongly or as defensibly, to the allocation of fuﬁdé on the
basis of family iqcomef Besides, additional funds directed towardl
children from low-income families can reasonably be expected to
reach minority~group children in disproportionate numbers, because
min;rity-group families tend'to have lower incomes than.maﬁority—
group familizs do. Consequently, the amount of additionql funds
provided has typically been determined by some measure'af thefincome
of families resident in the district, and the districts are expected
or required to use the money for purposes of initiating and
operating "compensatory” programs, designed Specifically to raise
Ehe aphievement.level of low-~income children. This procedure will

be referred to here as income-based funding, or IBF.
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Although federal aid constitutes only about seven percent_of
the total expenditures of public elementary and secondary schools,
much of it is devoted to support.for compensatory educatiod. The
largest single program of federal grants to local school districts
is Title T of the Eiementary and Secondary Education Act (ESE4), a
program of categorical aid for compensatory education, for which
amounts ranging between approximat<ly one and two billion dollars

have been appropriated in each year since 19635 (National Advisory

‘Council ot the Education of Disadvantaged Children, 1974, pp. 9, 71).

ﬁnder the original provisions of Title I, a district was technically
entitled to a grant equal to one-~half the average.per-pupil
e#penditure i@ its state (or in the nation,_if that was greater)
multiplied by the number of children of‘ages 5 to 17 in the
district‘s.population who were either frow families with an annual
income of less than $2, 000 or from families. that received more

than $2,000 annuallg in welfare payments under the Aid to Families
with Dependent Children (AFDC) program.1 Since family-income and

AFDC data were not usually available for school districts, the

allocations were actually.made at the county level, and the state

g

1The entitlement formula was later changed to reflecg the
number of families that were below the "poverty level’ on an index
developed. by the Department of Commerce or that were receﬁving
AFDC payments in excess of the poverty-level amounts. AlSo, the
multiplier was changed from one~half to 40 percent of the state
average per-pupil expenditure, except that it could not be less
than 80 percent or more than 120 percent of the national aﬁerage
per~pupil expenditure.
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educational agency (SEA) was then expected to distribute the funds
to districts within counties on the basis of an estimate of the
prevalence of low income or other socioeconomic characteristics

in the districts. The districts received the money upon assurance
to their SEA that they would use it "for programs and projects ...
designed to meet the special educational needs of educationally
deprived children..." Inffﬁfn, the distéicts selected, as the
ultimate recipients of the funds, those schooly that were estimated
to have the largest proportions of pupils of low SES. All pupils
in these schools were eligible for Title I prograés and projecés,
though not all of them necessarily participated. If the total
Title I apiropriation did not allow the full amount of the grant
to be wmade to zll districts —— and it never has been large enough
for that -- the grant to each district was to be reduced

proportionatelf.

o

An alcernative to IB?

As experience accumulated with the state and federal programs
r
of support for compensatory education, and as analyses were made of

their implementation, dissatisfaction began to be expressed with

“the IBF concept. Thé eriticisms were aimed particularly, though

not exclusively, at Title I, because of the "leverage ir exerted
on education for the disadvantaged (Berke and Kirst, 1972, p. 23),

its national scope, and its special importance as a source of

ARN

revenue for financially hard-pressed urban districts. Two wajor

objections were made rto Title I.

17 s
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One of these pertained to the data used to determine the
T numbers of children on which the amounts of the allocations were
based. Title I required, in effect, that the number of low-income
children in each county was to be oﬂrained from the U. §. Census,
as the most x»eliable and uniform sou:zce of such informatlon for all
counties and as a way of ensuring that the size of a county's
allocation was related to the magnitude of the needs of its districts.
Consequently, the allocations were based on outdated figures —-- the
1959 incomes ascertained in the 1960 Census. iThis was recogdized
even when the ESEA bill was beiqg drafted but the provision was
nevertheless included in order to relieve school districts of the
expense and awkwardness of havingito gather their own income data
by direct inquiry to resident families, since the Census rracts did
not match district boundaries (Bailey and Mosher, 1968, p. 50). In
. later years, the.obsolete nature of the deta became ever more

blatant. Congressman Albert H. Quie, one of the leading critics of
the IBF provisions of Title I, described the situation in 1973 quite
vividly: .

... states are still being paid’on the basis of a student

who was enrolled 14 years ago. That means that if the

student were in the .second grade in 1960 he has probably

graduated from high school, completed junior college and

begun a family of his owm. I see no defense for continuing

to pay states as if that 21 .year~old man or woman were still

in the second grade (Quie, 1973, p. 3; emphasis in the
N original) .2 ,

hd 2Act*:ally, the l4-year interval was an artifact of the date of
the passage of ESEA, midway be:ween two Census years. In 1974, the
basis of the entitlement formuifa was changed to the 1970 Census, and
thereafter the numbers of low-income familles would be at most "omly”
10 years out~of-~date.

. ‘ N 13
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AFDC.data, supplied by the Welfare Administration from its
payment records, wewe more nearly current, but had other kinds of
difficulties. The definition of eligibility for AFDC varied from
state to state and from time to time, and pﬁpulation groups differed
in cheir propensity to apply for welfare assistance (Berke and
KRirst, 1972, P 108; Quie, 1974, pp. 3~4), leading to variations
in the numbers of children qualifying for Title I funds that bore
no’necessary relationship to variations in the numbers of children
needing compensatory education.3

A second criticism of Title I was that it was an inefficient -
way of allocating educational funds, in the sense that the money
did not always find its way to the children who might have been'
thought to need. it most. One indication of this came in an
analysis by Gene V Glass of data collected by the Office of
Edﬁcation's Bureau of ﬁlementary and Secondary Education on
Title I programs i; 1968-69. The teacher of each pupil in the
Title I schools surveyed had been presented with a list of eight
types of cqppeﬁsatory programs and had been asked, "According to
your knowledge of this pupil'’s critical needs, which of the
ggllowing would you recommend that he p;:ticipate in during the -
next school year?" Glas%_f°“nd that, by this procedure,

"Approximately 34 percent of the pupils were judged to have no

]

3Stal:e--level IBF programs of course face the same kinds of
problems in using both income and AFDC data; see, for example,
Benson and others (1972), p. 43; and Fleischmann Report (1973),
vol. 1, p. 69. i
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critical needs for compensatory programs" (Giass and others, 1970,
pp. 47-48). Teachers hzd alsc bzen asked to estimate'the annual
income of each pupil's family; more than 68 percent of the children
in the lowest income category ($200-$499 ;er year per family member)
had a critical need for reading, but-10 percent of them had no
critical need in any of the eight aréas, and although 64 percent of
the pupils in the highest i;come category ($2600-~$2800 per year per
family member) had no critical needs, 19 percent of them‘did.have

a critical need in reading (Glass and others, 1970, p. 60).
"Obviously," he concluded, "there are many children from families
not suffering from poverty who have critical ﬁeeds, and conversely,
there are children from{poor families who may not have needs in
every area" (Glass and others, 19?0,.pm 61) .

Congressman Quie calculated the figures in a different way and
came up with a striking observation. Conceding that "there is
unquestionably arhigﬁ degree of correlatien between poverty and
educational deprivation,” hg\gointed out that, nevertheléss,

«se We can extrapélate f;om the figures in the Glass study ~

the fact that less than one~quarter of all students with

educational deficiencies in the area of reading are in the 4
below $2,000 family income classification (Quie, 1973, p. 2).

aThe assumption was made that, the average family size was four,
so that $499 per year per family member translated into an annual
family income of $1996. The estimated 350,348 pupils who were .in
that income category and were judged to have a critical need in
. reading constituted 68.5 percent of all pupils in the category, but
puly 14.2 percent of all pupils with a critical need in reading.
Even if the estimated 218,701 pupils with a critical need in reading
for whom there was no income information were added to the number,
the total would still make only 23.1 percent of all pupils with a
. critical need in reading. It should be borne in mind, however, that
the survey covered pupils in Title I schools, not all of whom were
participants in Title I programs or projects; and that Class '
'repeatedly emphasized in his report that the pupils in the survey
were not necessarily a representative sample of pupils in Title I
schools.

ERIC 20
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Thus, the income criterion was preventing Title T funds from reaching
three-quarters of the children who needed help in reading. "The

other side of the coin,"

added the congressman, "is thai ... many
low income students are simply not in need of compensatory education”
(Quie, 1973, p. 2). He was charging, in other words, that Title I
used a2 "buckshot" approach: It sprayed funds at school districts
with large proportions of low-income childrem in the hope that the
s money would "hit" those children with the greatest oducational needs.
Tut there yere many "misses" -- the meney apparently reached some
children who didn't need it and failed to reach some who did.
Economist Charles Bemson has used a different metaphor to make the
same point about IBF at the state level: '
... as long as classrooms ara integrated racially, ébciall&,
and economically, it is inevitable that resource "leakage"
oceurs. That is, too much money leaks to students who ‘are
doing well emough by ordinary standards .... It follows
that income-based grants are not finely adjusted instruments
for attacking the problem of school failure ... (Benson and
others, 1974, p. 85).5
~ Implicit in such positions is the premise that a low level of

school performance is itself the true indicator of educational need.

This bremise had earlier been made explicit in a study by Garms and

SIn an analysis of school financing that he had made earlier
for the California State Senate, Benson argued that use of an AFDC
measure was also inefficient, for a different reason: It "prevents
us from weighting students according to degree of need because
welfare status is a dichotomous variable' (denson, 1972, p. 43).
Tt may be noted that the income measure used in Title I was dichotomous,
00, but that could have been easily remedied by graduating the sige -
of the grant in accordance with the proportions of children from
families of various incomes. OConceivably, the same could be done
with amount of welfare assistance received. '

21
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Smich for the ¥ew York State Educational Conference Board, dealing
with the allocation of educational funds in that state. The authors
declared, in their introduction: "Educational need exists wherever

average achievement levels are consistently and significantly below

the norm" (Garms and Smith, 1969, p. 7; emphasis in the original).
Moreover, they went on,

The most direct measure of educational need ,.. would

clearly be pupil achievement as indicated on [sic] test

scores. Since the purpose of this scudy is to develop

a way of distributing state aid which more accurately

reflects educational need, the most obvious method

would be to allocate funds in accordance with test

results (Garms and Smith, 1969, p. 8).- .
The authors believed, however, that there were several unresolved
problems taat prevented use of that method for the time being --
problems which we will mention below =~ _and so they proceeded to
search instead for "some measure or measures which correlate highly
with student achievement" (Garms and Smith, 1969, p. 8) and which
would be more easily available and more current than‘family income.
They ended up with a measure that combined several other indices of
socioeconomic status, but it was, as they said, a "second alternative."

The methodology that had been used by Garms and Smith in New
York was subsequently applied in a study of the relationship between
socloeconomic status and achievement in'four other states, and the

premise was restated in the report of the study, with an interestins

.. corollary:

We ... argue that educational need cannot be defined =
without reference to educational achievement, and that

a need for compensatory education ... exists wherever
there are consistent and significant differences in

22
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average levels of achievement among racial, economic, and
social groups ... there would be no need for compensatory
education if the correlation between socio-economic status
and achievement were reduced to zerp, or at least to an

insignificant level (Garms and Kelly, 1970, pp. 810--311).6

James A. Kelly, one of the authors of this study and a consultant
to the Garms and Smith study, discussed the assumptions and findings
of the latter, aqd its implications for school financing Tin New’

York City, in an article in Cducation and Urbam Society, in which

he wrote that sociceconomic measures were "a proxy for edycational
achievement” (Kelly, 1970, p. 266), and that term nicel.y

encapsulates this criticism of IBF. Title I and similar state

A3

provisions were inefficient because they used a measure of

"
o

educational need that was only indirect, a "prox}r."7 The evidence

«

-6This study is summarized in’Burke, Kelly, and Garms (1971),
and its predecessor is' summarized in Garms and Smith (1970).

?The term was used in the same way in two later reports. Ome, =u
apparently written for internal circulation in the 0ffice of Education,
agserted (without supporting documentation) that 'Congress ... has
made it clear that the target groups [¢f Title I are] the educational
under~achievers rather than low income children per se” and then went
on.

Unfortunately it is not possible to use a direct measure
of the educationally disadvantaged because there are no
uniform statistics on educational achievement currently
available, . Becanuse of the unavailability of uniform
performance measures and the clogse correlaticn between
education and income, low ineﬁh@ is used [in Title I
as a proxy for the educationally deprived (Wilenmsky,
1972, p. 3). '
h 4 .
The other was the report of a study of school finance in eight states
done at The Urban Institure:

A major concern is to identify precisely the particular ’
pupils who need special help. Available data do not
provide consistent or generally acceptable measures

for identifying such pupils, so that reliance is
frequently placed on membership in particular socie=
economic or racial groups as proxies- (Levin and others,
1972, p. 203). 23 *
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that extra resources were needed for the educatiion of low-income
children wa; that their test scores were lower than those of ;thér
children; but if that was the case, it seemed logical to do away
with the ProXy and to try to channel the resources directly to
low=-scoring children to begin with, instead of using the circuitous
route of family income. IBF should therefore be replsfed, in whole

"t
or in part, by TBF--test-based funding.

-

Converging with this liqe of thinking was an incfeasing emphasis
'in many quarters on “accountability f&r reSults".in education. The
idea had been gaining currency that the quality of an educational
system was not to be‘judged’by its teacher-pup:l ratio or‘thg age
of its buildings or othet traditional "input? criteria, but rather
by the system's "output'" —- the performance of its students. The
clearest evidence of student performance was test scores, and if
fund allvcations were to depend on test scores, the scores would
obviously have to be made public, thus calling ;ttention‘to this
fundamental dimension of educational ?perations. The results
would be, as James S. Coleman (1971) among others argued, that
pressure would be brought to bear on teachers and administrators
to éoncern'themselves with student learning rather than with less
important matters. Indeed, the mere "public feedback" of test
results to teachers might serve as an effective incentive for them

to improve the results of their work (Lipe and Jung, 1971).

i
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The'growing stress on performance outcomes had another,
especially pertinent aspect. In legislative debate, judicial
licigation, and scholarly writings on school finapce, the argument
was being made that the success of an educational sSystem in providing
equal treatment to all who passed through it was also to be measured
by outcomes among students: by whether'childrgn of diffe?ent racial
and socioeconomic groups were, on thé average, learning to read and
calculate equally well. If they ﬁere nat, the lower-scoring children
were being deprived of their rights and the system was obliged to
remedy the s;tuation. This led easily to the further argument that

the most likely way of eliminating educational inequalities among

racial and socioeconomic groups was to provide additional resources

to low=-scoring children. As Garms and Smith (1969, p. 7) said:

If educational need %s defined in termws of education
achievement and if resources are applied according to
some measure of this need, differences in average
achievement levels among different social, economic,
and racial groups will hopefully decrease ...

In other words, targeting resources directly to low-scoring children
would be not only a more efficient mode of allocation; it would also
be more effective, in the sense that it offered greater promise of
raising those low scores.8
Congresgman Quie pointed to still another potential advantage
~

of TBF. The reason why Title I had been consistently under-funded,

he said“(Quie;-1§73, p. io), is that "the only public support for

-
M

8For a similar view, see Quie (1973), p. 5.
1Y -
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it comes from -he poorest slements of our society,” since they are

its majBr bepeficiaries. But under a TBF formula, funds that had
formerly gone to low—income children who were not low performers

would be diverted to children of higher-income families who wexe

low perfcrmers. The result would be cthat support for increased

appropriations would be generated among those higher-income -- and
politically more powerful -- families.

" 1f we begin counting {educationally] needy children, not
poor children, we will create a progral support base wyhich
will include virtually every parent and the relatives of
every child who is in need of compensatory services. The
pressure from those people to move the funding levels
upwards will be enormous (Quie, 1973, p. 10). .

At the same time, low=-income families would not Objéét, because
even though they received a smaller share of Fﬁe pie, aid for ctheir
childreéen's education would not decrease (or might aven increase),

-

since the pie would be larger.

' L]

gIn more informal remarks made a yeakr later, the cdngreésman
! ’ "put the point in blunter and more colorful terms:

It is interesting that so many educators talk abous  ~
increasing federal funding for elementary and secondary
schools and yet we continue to count only the children
of 'parents without any political clout. In the past&
certainly families with $2,000 in income aud AFDC had °
very little politfcil clout. We leave out the other
large number of el .cationally disadvantaged children
[i.e., those not performing well] who come from
families that do have political clout. So, just from
the politics of it, you would think we should count

. everyone Who needs compensatory education so that
people with some political force behind them could L
say, "Hey, we want more woney for our kids!"

¥ (Quie, 1974, p. 6).
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Proposals and problems

The TBF Bill which @ongressmcn'Quie introduced in 1973,
H. R. 5163, was intended as a replacement for Title I of ESEA. It ' &,
called for the establishment of 2 National Qommission on Educational |
Disadvantage, which was to develo%a test "to measure the performance

of children in ‘terms of specific criteria ... of 'what children should | .

know-or be-ﬁble—to—do at gelected age or grade levels" fmyeading -~~~ v T
\

1)
and mathematics. The test would be administered biennually, the

L

Commission would set a "standard of performance" on 1%, and children e

-

who failed to meet the standard would be defined as “educationally . -
disadvantaged.” Each state would then receive 3, grjs} of funds o

equal tc 40 percent of the per-pupil expenditure in tpe country as . .
a whole or in that state in particular, multiplied by.the number ¢
of children 5 to 17 years of age who were educatiodally disadvantaged

by that definition, or who were students in state-sutpofted schools

for the handicapped or for neglected or delinquent children or who

were the children of migratory agricultural workers. The states

were to distribute these funds to local school districts for programs

"designed to meet the special educational needs of educationally .

‘disadvantaged children ..."’ The bill did not get out of committee,

but extensive hearings on it were held and 2 residual of it did

appear in the Education ﬁmendments of 1974, ;hich, in extendidg the -
ESEA to 1978, authorized experiments in up to 20 districts which
w0uld; amofg other thihgs, explore "alternetive methods, including
the use of proceidiures to assess edccational disadvantage, for

distributing funds ..."

: 97
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Meanwhile, there had been several moves toward TBF a- the state
level. In 1972, Benson proposed to the California Senate that, while
half of the state's fundsffor compensatory education continue to be
allocated oh the basis of SES, the other half depend on student test
‘scores. He summarized his proposal thus:

The amount of aid allocated to & district on 'behalf of

any student would be determined by (i) the difference

between the student's SES and the mean for the state and

ae o - (dd) -the difference between his grade one test score and

.the mean for the state. Furthermore, the larger these

differences are, the higher is the amount of aid which is

allocated to the student. Funds to the district.as a h

whole would simply be the sum of the allocation{[s] for 10

individual students in the district (Bemson, 1972, p. 40).
This proposal was not adopted,11 but California did enact othér,
more modest versions of TBF in 1965 and 1971. Experience with the7@ .

oo .
will be considered in some detail in the neXt chapter.
Also in 1972, the New York State Commission on the Quality,
5 ‘ 1
Cost, and Financing of Education (the Fleischmann Cpmmission),
following a w;de-ranging invéstigation of elementary and secondary

education in that state, recommended that, in order "to begin to

-
regulate the flow of funds according to the educational needs of

the students,"

1,oThOl-lgh it is clear from’the context that Benson intended aid

to be higher as the student's test score was further below the mean
for the state, he does mot say whether the allocation to a district
would take account of scores that were zgbove the state mean.

llNor was one which was reported to have been made to the
Missouril legislature in about 1968 by Alan Thomas, who suggested
(according to Kelly, 1970) that the state aid formula provide
additional amounts to districts according to the proportion of
pupils scoring below the 30th percentile on the distribution of
scores on a statewide test.

28
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students who score at a low level in reading and mathematics
achievement be weighted at 1.5 fin the state aid formulal,
as against-a weighting of 1.0 for other childven, and that
the proportion of ‘students so selected be based upon the

,- proportion of third-grade students in each district wha
obtain marks at or below the third stanine on third-grade
reading and mathematics achievement tests currently being

" administered in the state Pupi] Evaluation Program ...

(Fleischmann Report, 1973, vol. 1, p. 66; the entire
passage was underscored in the orig nal).

A modified form of this recommendation was implemented in New York

in 1974, replacing an earlier and much morenlimitgg_Tﬁg_prov%sion

that had been passed in 19§7. These, too, will be examined in the
next c‘hapter, along with Mi‘.::higan's TBF’program, enacted in 1971
and the most comprehensive‘?éaodiment of the concept so far.

Even while these proposals were being made and enacted, it
was recégnized that there were certain difficulties inherent in the
logic of TBF. Probably the most serious of these was that it would
seem to have a "disincentive effect": the lower the scores of
students were, the more money a district would receive, which could

-

be interpreted as a "reward" for doing an inferior educational job
and might actually mot;vate educators to try to depress pupil
performance instead of improving it. Conversely, aid funds-would
decline where test scores were rising, so that districts would lose

funds "just at the time when they ... have discovered how to use

them effectively" (Fleischmann Report, vol. 1, p. 68: see also Garums

12The California and New York proposals were not entirely
independent; Charles Benson was study director for the Fleischmann
Commission. However, the Regents of New York State also made a
similar but less specific recommendation in 1972 (Reischauer and
Hartwan, 1973, p. 92).

&
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and Smith, 1969, p. 7; Kelly, 1970, p. 266; Madaus and ‘Elmore, 1973,

. pp. 3018-3019). 1If these consequences were po occur, they would
defeat two of the hopes for TBF: that it would help o hold educators
accountable for "results" and that it would increase effectiveness‘
in che use ofueducational funds. |

Three types of resolutions to this dilemma have been devised
or suggested. The first is to base the amount of the grant inifiallz

on the_number of low-scoring children but subseguently on the degree

to whiph their scores increase. The ;econd is to place tight controls
on the uses t6 which the addi;iQnal funds could be put, or even to
provide the extra resources in the form of "outside help” for
specified purposes (Garms and Smith, 1969, p. Sﬁ), so that at least
they would not be viewed as a reward. Tﬁe third is to aﬁminister
the test whiq& defines low performance to pupils so early‘in their
.educational careers that the sghools.would have little opportunity
to depress the scores on them. The first of these was the approach
adopted in Michigan, and the second in California; their success in
coping with the problem will be discussed in the next chapter. The
third has not been tried; its ramifications will be considered in .
the last chapter.

Even if TBF did not mctivate educators to depress pupil
performance, it might impel them to pro@uce the‘aggearance of low

performance, and that would not seem to be good policy, either,

) since it would channel funds to those districts which were best at

o
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dissembling. Congressman Quie acknowledged this possibility but
did not think it very likely?

It has been suggested that the education community would cheat
if it got more money when its students were under—achievers.
This would be a little difficult because the persons who seem
to be in charge of getting the money are either the school
superintendent or the school board, and they would then have
to get the priudipals of all the schools to cooperate, and

the principals, the teachers. Then the teachers would have

to persuade all the students to do poorly to have the School
district get more mon? (Quie, 1974, pp. 6~7).

u

The Flejischmann Commission was unot as ready to dismiss the problem;
it suggested that, in order to prevent the manipulation of scores,
the test could be administered and scored by the state or "perhaps

by an outside agent" (Fleischmann Report, vol. 1, p. 68). Another

method, also »ecommended by the fommission (Fleischmann Report, wvol.

1, p. 68) and utilized in both New York and Michigan, would be to
_ base the grants on_scores on & test administered bgfore the TBF
provisions were enacted.

e

Garms and Smith (1969, p. 8) alluded to one other potential

difficulty in implementing TBF: "The uce of a standard test for
distribution of étate aid would raise questions regarding the
validity, reliability, and cultural bias of the tests embloyed."

In some respects, these woulaj;ot appear to be troublesome issues. .
A lack of validity ﬁ?d réliability would have random effects and
would therefore mis-classify as many high-performing students in a

low-scoring category as the reverse. As far as cultural bias

31
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is concernéﬁ, the districts that would suffer by a shift from IBF
. to TBF, and thﬁt would conseq;entlyA§e most strongly inclined to
"raise questions” about the test, would be districts with large
proportions of pupils from 1ow—inc;me and minority-group families
~~ and ironically, it is just such districts that would be "favored"
by a culturally biased test, since it would show their pupils

scoring lower than the pupils' actual achievements warranted. -

. S A — —

Oglfhe other hand, standardized, or "norm-referenced,” tests
_ have been subjected to wuch criticism in recent years for a variety
of other reasons, many of them centering around the fact that these
tests lend themselves to invidious comparisons among children and
are believed thereby to interfere with the 1earni§g process. Hence,
quite aside from technical problems ¢f véiidity, relidbility, or
bias, it might be expected that TBF would arouse opposition if it
were to be based on the scores on norm-referenced tests, since the
distribution of large sums of money on that basis w?uld give the
tests greater importance than ever. A 19,3 resolution of the National
Education Association (1973, p. 87) urged Jthe elimination of group
standardized intelligence, aptiFude, and"achievement tests ... until
completion of a critical appraisal of such tests, and indeed &n. N
interim report’from the task force established to conduct this
‘appraisal said that "[t)he results from group standardized tests .

should not be used as a basis for allocation of federal or state

» funds" (Today's Education, 1974).
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Presumably to avert such opposition, Congressman Quie proposed,
in H. R. 5163, that allocations be basad instead on the scores on a
“criterion-referenceq“ test == 1.e., one that, as ye have seen above,
would "measure the performance of children in terms of specific
criteria ... of what children should know or be able to do at

selecﬁed age or grade levels," thus comparing each child's

performance to some desired performance rather than to the }

performance of other children. Although criterion-referenced_1
testing is not intrinsic ta the principie of TBF, much of the
testimonf-on H. R. 5163 was concerned with its feasibility and
advantages, and it also arose as an issue in the Michigan TBF

program. We shall have more to say about it later.

.

Summary

L3

Fina&cial assistance by the federal and state governments to
help local school districts pay for the extra costs of compensatory
education has rested on.the assumption that thesa extra costs arise
out of the disadvantaged status of 1ow-incame and minority-group
families. It has therefore generally taken the form of income-based
funding (IBF), in which allocations arecdetermined by the income of
families resident in the district (or inm its county). This
procedure has been criticized particularly on two grounds: (1) The
data on which it is based, family incomes as shown in Census

publications, eventually become obsolete. (2) It is an inefficient

yay of allocating funds, because the trie indicator of educational

1

v
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nzed is the actual perfocmance of pupils, and some children of low-
income families are performing adequateiy while some children gf
.high-income families are not.

Since performance can be measured by test scores, proposals
have been made to replace IBF Qy TBF == test-based funding, in which
allocations would be determined directly by pppils' scores on tests

of achiévement in reading and mathematics, rather than by the "proxy"

of their famiIIés' incomes. It is argued that, in additioq to
keeping the data base current and distributipg extra funde to where
they are most needed, Taf aould promote educators' accountability
for learning outcomes, would increase effecti?eness in the use of
funds and thus improve the chances for reducing score disparities
agong socipeconémic groups, and would strengthen support for an
increase in total educational funding.

At the federal level, the Quie bill, H. R. 5163, was introdqc%d
in 1973 as a TBF replacement for the IBF provisions of Titlé I of
ESEA. Extensive hearings on it were held, but it was not paséed;
however, the idea was kept alive in the Education Amendments of
1974, which authorized experimentation with it. TBF.proposals
were also made at the state level; and various forms of it have
been enacted in Michigan, California, and New York.

- LS

Certain problems with TBF were apparent from the outset: (1)
The potential "disincentive effect" of having a district's funding
increase as the performance of its students declined, and decrease

|
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as performance improved. (2) The possible encouragement of
manipulation of scores to give the appearance of low performance.
"(3) The opposition that might be aroﬁé;d by reliance on standardized
or "norm-referenced” tests. Methods of dealing with these problems
have been tried or suggested, and they will be discussed in t';he

next two chapters.

»i
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CHAPTER 2: EXPERIENCE WITH TEST-BASED FUNDING

Three states =-- Michigan, Californ-.a, and N¥ew York =-- have had
versions of TBF in effect for varying numbers of years. Of the three,
Michigan has given the concept by far the greatest prominence in its
state-aid program, agd so it will occupy most of our attention, but

the experience of all three states is instructive.

Michigan'

Seezion 3 of Michigan's State School Aid Act has long provided
support for compensatory education programs in the locdl school
digtricts., For some years, the grants had bzen awarded competitively,
the waximum amounts beiné based on Qarious socioeconom%c characteristig;l
of the districts, such as the percent o%‘cﬁildren from families
receiving, welfare assistance or from broken homes, the percent of
housing units undergeing clearance or rehabilitation, ete. In 1971,

the section was revised so that the amount of state aid to a district

for compensatory education would be determined by the test performance

“

™

lThis account Js based on a2 lengthy group interview and several
individual interviews of half a dozen staff members of the Michigan
State Department of Education, and on the following publications of -
the Department: A Description and Evaluation of Section 3 Programs
in Michigan 1971-72: Report Number 1: A Description and Evaluation
of Section 3 Programs in Michigan 1971-72: Report Number 2; A
Description and Evaluation of Chapter 3 State Compensatory Education
. Programs in Michigan 1972-73: Part One; and A Description and
Evaluation of Chapter 3 State Compensatory Education Programs in
Michigan 1972-73 (Part Two]. These publications will be cited by
year and report or part number. There is an excellent discussion
of the Michigan TBF program, and of its relationship té the state's
accountability efforts, in Murphy and Cohen (1974).

Q 3‘3
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of its students. This change was 50uéht by the State Suﬁérintendent
- \

of Public Instruction, Dr. John W. Porter, and by the Michigan

Department of Education (MDE) generally, as part of a broader thrust

toward accountability. The arguments used to the legislature, and

their results, were so&e of those which we have already seen offered for
TBF, as attested to by these statements of departmental staff members:

. . . this was a powerful argument that state educators were
able to mount that had great appeal to state legislators:
that—here was direct evidence of need as measured by a test
~~ and they're willing to accept test scores. Furthermore,
districts were going to gain or lose money based on their
per formance.

+ « o the idea of some kind of a program focused on schools
with the greatest educational need that had a feature of
‘accountability built into it freed up 13 million new dollars
ithe increase in Section 3 appropriations from 1970-71 to
1971-721 . . . . There was [among the legislators] a
sentiment against sociological data =- but they look at test
Jdata and see that as being hard and firm data, not the usual
kind of stuff that comes out of ivory towers. They were
quite willing to buy that as a real indication of need in
Michigan schools.

Mevertheless, perhaps because of the legislators' uncertainty about its
wisdom or efficacy, the new program was given an initial life of only

/

three years.

.Basic provigions

In the first year, the districts' allocations were to be based on
estimates of the probortions of their students who were "low achievers.”
Theée estimates were to be derived from fhe results of the January, 1971,
administration of the Michigan State Assessment Battery, a set of tests
that had been specially developed as another part of the state's effort
to institute district aceodntaGility and that were administered to pupils

in grades 4 and 7. (Although the battery was given each year, use of the

‘ . 37
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January, 19?1,Iresu1ti/9431ded the possibility of manipulation of
scores. ) The district's enrollment in grades K~4 was to be multiplied
by its proportign of fourth-gr;de pupils whose composite score in
reading, mechanics of-ﬁrittén English, and mathematics was gt or
below the 15th percentile of the score distribution for the state
as a whole; its enroilmenp in grades 5 3nd 6 was to be multiplied
by the proportién of its seventh-grade pupils whose score was at or
below the 15th percentile;.and these two products were to be added
together and expres;eé ag a proportion of its K-g enrollment. A
district was eligible f?r Section 3 funds if thF:f?m of the products
~ i.e., the number of K=-6 pupils thus esgim;ted to be at or below
the 15th perc.lc.-ntile =~ Was at 1e§st 30 and constituted at least 15
percent of ité %=5 enrollment. The district with rhe largest
proportion was to receive $200 times the estimated number of Iow-
achieving pupils; similarly for the disgéict with the next largest
proportions and so on, until the total amount appropriatq‘ for the
purpose, $22, 500 (000, had been completely allocated.
Nk

By this procedure, 67 districts (about ha1£ the number that
were eligible) were designated as rgcipieqts of Secéion 3 funds for
1971~72; the allocations ranged from $11,853;4_00-for Detroit to $7000
for the town pf Rock. The prcgram was to be confined to these 67
districts for all three vears of the stagute's life, in order to
allow for development and continuity of local programs. No

restrictions were placed on the uge of the funds except that they

i
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had to be devoted to compensatory equcatién programs in the'basic
cognitive skills for K-6 pupils other than those being funded under

. - /
programs for the handicapped, and they could not be used for cross-

district busing to achieve racial balance.
In 1971, when Section 3 was revised, in this way, "performance
i} o
contracts' were enjoying a wave of popularity. ~Under these contracts,

an organization, typically a private firm, provided instructional

]

?hich depended upqﬁ the amount of learning demonstrated by the students
served. Because a district's Section 3 funding for thé second and third
vears of the program was to be similarly dependent, MDE publications

often refer to the act as a "performance contract" betweea the state

"and the locai school districts.g
Each district rébeiving,section 3 funds was .to identify thex/’

specific pupils in grades K-6 who would be the beneficiaries of these

-

funds. The number of pupils was to be equal to the number by which

the district had qualified for Section 3 funds, byt of .course the

£

qualifying procedure could not be used to identify all the specific

pupils. The act stated that "the pupils‘tp be proviﬁéd4speci§1

: . . y
assistance with these moneys' were to be "selected in grades 2-6 from

- the lowest achievers in basic cognitive skills and in grades K and 1

from among those with the “owest readiness for Fhé acquisition of

cognitive skills." In its implementing rules, the MDE defined
2In fact, a subsection of the act appropriated $500,000 for
the more literal sort of performance contracts. For a discussion
of Michigan's expe~ience with these contracts, and of the history
of performance contracting in general, see Feldmesser and '
Echternacht (1975). - ' :

L]
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"lowest achievers" in grades 2~6 to be those pupils who had actually

scored at or below the *5th percentile on the state assessment

battery in 1971 (applicable only to pupils who hadtthen been in the -
fourth grade), or those pupils who'%ad scored ") or more years below

grade level on a standardized achievement test" which they had taken

on or before October 1, 1971. In the absenCe of either of these

kinds of information, “"the attested «judgment of a school teack p

school official ... that the child is in need of substantial ; : "
improvement in the basic skills" could be substituted. K=1 pupils

with "lowest readiness" were defined as those for whem the "results .

of .2 standardized readiness instruﬁént indicate’the need for
substantial improvement in readiress skills:} or, again, the judgment

of a teacher or school official could be used if no test results

. 1
. ¥ "

were availuble, and that was the method used for selection of k and

1 pupils in the great joritf of districts.3 Pupiis identified as
Qection 3 pupils remainqﬁ such for three years or until they

transferred out of the district or compieted the sixth grade. Pupilsr’#h‘
"lost" to a district in either:.of these two ways could be replaced .
by*others identified in the original manner. Section 3 pupils

remained in the buildings. and classrooms where they already were,
¥
but’ ‘'were assigned to a reading program, a mathematics program, or
. % .
both. These programs could, and usually did, include non-Section 3 .

pupils as well.

&

L 3The use of teachers' judgments may have been handy when the

number of pupils eligible by achievement~test criteria was smaller

than the number the district-was entitled to by the qualifying. -

procedure. ILf the number of eligible pupils was larger than the o
entitlement number, districts were te select those furthest below

grade level or judged to have the ‘greatest need for improvement.

N o }@
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The performance of the Section 3 pupils iﬁ these programs was
to determine the Section 3 funding of the districts for the second
and third years; this was to be the technique-for avoiding ghe
disincentive problem of TBF. The act required that recipient districts
specify "the performance objectives of their compensatory education
program.” Each year, "an assessment or evaluation oithe progress"
~ of the participating pupils was tc be made "with the use of pretésts
and posttests.” For each pupil "m;;ing a mihimum gain during the
year of at least 75% of the skills in the performance objectives
specified for his program,” the district would again receive $200
the fﬁllowing year. For pupils achieving less than 75 percent gain,
the funding would be rgduced proportionately; e.g., for & pupil who
made a gain of 30 percent (= .4 of 75 percent), the district would'
receive $80 Cﬂ..é of $200). A district would lose its $200 allocation
entirely for each pupil with a zero gain or less. However, the full
$200 would be retained for pupils who had not had 150 days of
instruction because of 1llness or who had moved out of the district
before the .end of the school year. !

The werding of these provisions -- "performance objectives' and
"75% of the skills" -~ sounds as if the 1egislature hoped thak
districts would measure pupil performance with criterion-referenced
(or "objecti;es-feferenced") tests rather than with norm-referenced

tests. However, with a little semantic sleight of hand, the MDE,

probably 'in recoganition of the fact that criterion-referenced tests

41
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were not readily available, opted for norm-referenced tests. Its

implementing rules required a district to have but a single

performance objective, "an increase in achievement equivalent to
1 year's growth," and "1 year's growth" meant that achievement had

to be measured in grade-equivalent terms and therefore with norm~
_ \ ey .

referanced tests.. Instruments were to be "selected from a list of

A

standardized [i.e., norm-referenced] achievement tests covering
communication and computational skills approved by the department ..."
Thus, in effect, a district would’receive second- and third-year

funding in proportion to the degree to which its Section 3 pupils

gained three-quarters of a year in grade~equivalent units of either

a composite score in reading and mathematics or a score “in one or

the other, depending on which program or programs they had

participated in.

Reactions to the test results , -

Pretests and posttests for carrying out the provisions of

Section 3 were duly administered at the beginning and end of the-
1971~72 school year. However, funds for the Section 3 programs ware
not appropriated until October and did not begin flowing to the school
districts until midway through tﬁ; school year. Consequently, the
MDE felt that it would be unfair to ghe districts to enfQrce the
performange-based funding prov{sions in 1972-73, and at its request,
the legislature postponed them for a year. In effect, the first year

was "written off,” and a new three-year cycle was to begin with the

»
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" 1972-73 year. The recipient districts, their initial allocations,
the pupils_identified as participants (or their replacqnents{, and
ail;other érovisions remained the same. The only change, other than the
dates, was ;hat Secion 3 became Chapter 3, the name by which ﬁichigan's

TBF program has been known since.

Following a preliminary report late in 1972,4 the MDE published,

in March, 1973, a reporﬁ-(lé&l-?Z: Rgpor@'ﬂumber 2) on the gains of
participating pupils during the program's first year. The filgures
indicated that, if the performance-based funding provisions had been

enforced, the 67 districts would have lost some $8,000,000 of their

Pl

original Section 3 allocations; for Detroit alone, the 1loss wodid

bave been about $5,000,600 (see Table 2.1). There were many weaknesses

P
in the data; for example, adequate score reports were not available
for 16 percent of Section 3 pupils, accounting for nearly half of

the total "losses,"

and some of this may have come about merely
because districts were not gverly diligent about submitting test
. information once they knew that it was not going to be used for

funding purposes (1971-72: Report Number 1, p. 19).5 Nevertheless,

s,

" it must have caused some forebodings to discover that, among pupils

, !
;_ for whom scores had been reported, 16 percent had made no gains, and

another 18 percent had made gains below the 75~percent level,

4Th:l.s report (1971-72: Report Number 1) is chiefly important
for its references to probtlems encountered in implementing the act,
which will be discussed later. ‘
5"I.'h:l.s probably explains why Detroit did not report any students
moving out of the disucict or failing to receive 150 days of instruction
because of illness. Most of these pupils were presumably included in
the "data not available" category.

-
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Table 2.1, Potential 1972-73 Allocations under Michigan's Section 3 Program

Detroit Other 66 districts Toral for 67 districts
Number Potential Number Potential Humber . Potential
~~— of pupils allocation of pupils allocation of pupils allocation
Total for 1971-72 59,267 $11,853,400 53,233 510,646, 600 112,500 $22,500,000
Pupil category for 19&2-73 funding o .
Made gain of 75i Or more 30,271 $ 6,054,200 31,865 $ 6,373,000 62,136 $12,427,200
Made gain of 50-74%° 3,605 § 596,027 4,210 § 696,053 7,815 § 1,292,080
Made gain of 25-49%% . 2,362 $§ 233,050 2,914 $ 287,515 5,276 § 520,565
Made gain of 1-24%2 1,765 $ 58,833 ‘2,418 $ 80,600 4,183 § 139,433 .
"Special eligibility"b - - 504 $ 100, 800 504 $ 100,800 =§
Subtotal ) 38,003 $ 6,942,110 41,911 $ 7,537,968 79,914 314,480,978
Z of 1971~72 64 59 79 ' 71 71 64
Made no gain 7,452 (§1,490,400)  .7,221  (§1,444,200)° 14,673 (s 2,934, 600)
Data not available 13,812 ($2,762,400)° 4,101 (§ 921,000)° 18,417 (& 3,683,400)°

-

aPotential allocations for these categories were estimated by using the midpoint of the interval to represent gain
for all pupils in the interval. \“,

bPupils who transferred out of the district prior {0 the posttest or who did not receive 150 days of instruction
because of illness.

Crhese are amounts ($200 x number of students) which districts would not have received, in addition to losses due to
pupils who made less than 75% gain.

e

Source: 1971-72: Report Number 2, pp. 13, 27, for numbers of pupils. Potential allocations were calculated for

this study.
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representing a potential loss of more tham $4,000,000 in state aid.
There may not even have been great confidence among district officials
in ;heir ability to reduce the number of pupils with inadequate data,
for, as the Department's first report commente&, "The mere task of
reporting each individual student's record" -- and Detroit had almost
60,000 to report on -- "is a formidable task which required [a]

considerable amount of discipline" (1971-72: Report Number 1, p. 18).

Many of the pupils with inadequate data would have been zero-gain

or low-gain pupils, anyway. To local distbict)administrators
_struggling with already tight budgets, the pégégfmance-based funding

provisions of Chapter 3 must have appeared int;lerable, and they

demanded that enforcement be put off again.CMurphy and Cohen, 1974).

The MDE -~ aside fro;wghe question of whether it could have
resisted the pressure =-- gaw some just{ce in this demand. As one
staff member said,

~

... you still have kids there to serve.' What we're interested

in, as educators, is serving those kids with the best possible

programs. By withdrawing momey, we're running counter to

doing that. '
This time, however, instead of starting still another three-year .
cycle =~ yhich might have been too embarrassing and might have meant
the demise of the TBF program altogether -- a different tactic was
adopted, in the form of a new provision, Section 39a, which was
added to Chapter 3 in the summer of 1973. Districts which, because
of their 1972~73 test results, would fail to "earn" for 1973-74 a

portion of their original allocation could reapply for these funds
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by proposing “a different educational delivery system than was
provided for students who did not achieve 75% of prescribed minimum
performance.objectives in 1972*?5;" Most of the districts did reapply
and received virtually their entire original allocations for use in

1973-74. %

The MDE issued guidelines for the reapplications, urging
some form of individualized instruction, but this was largely
ritualistic. aActually, it is difficult to see how a new delivery
system could have been propesed specifically for th;se pupils who

had not achieved the 75 percent gain, since they were ?ot clustered
together but rather were scattered as individuals among the school
buildings and classrooms of the district. In practice, the districts'
proposals were quite perfunctory,? and the MDE did not insist on any

changes.' A Department staff member described the process this way:

Districts filed assurances that said, basically, they would
follow the guidelines. later in the year, we plcked up

6Seqtion 3%a withheld some funds from the reallocation process:
up to two percent "for the employment of an external and independent
agency for wonitoring the contractual arrangements [presumably meaning
the proposed new delivery systems] and validating the results thereof,"
and up to $100,000 for "a cost-effectiveness study of Michigan
compensatory education programs.” These deductions were prorated
among the districts. In addition, the MDE ruled that, while a district
could reearn funds lost on account of pupils for whom scores 'were
reported, but were inaccurate," it could not reearn funds lost on
account of pupils for whom no scores were reported at all (1972-73:
[Part Two], p. 33). Finally, 17 small districts with only a few
Section 3 pupils whe had not made the 75 percent gain did not reapply.
In the end, $4,241,000 were reallocated for 1973=74 under the
provigsions of Section 39z == all but about $550,000 of what otherwise °
would have been lost.

?Murphy and Cohen (1974) quote these examples: "Changed grouping
practices. Lowering class sizes. Providing Reading-Readiness.”
"Program to strengthen discovered areas of need, and prescribe
treatment." "Individualized instruction and remediation in reading
and math."
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descriptions, after they were operational. In the meantime,

we hired an independent auditing firm to go-out and audit
/Af“’ for compliance with the guidelines .... On the basis of the
auditor's report, we considered we had excellent compliance.

In effect, then, the performance-based funding provisions were waivéd

~,

again for 1973-74.

-

When the 1972-~73 test results were published, in February, 1974

(i9?2-?3:' Part One), they showed substantial improvement over the

previous year (Table 2.2). The number of pupils for whom adequate
data were pot available had been cut in half. Among those for ?hom
scores Were reported, the proportion making no gains had dropped to
nine percent, frém the 16 percent of the preceding year, and the
proportion making partial gains had gone up to 31 percent, from

18 percent. On the oth;r hand, the proportion making 75 percent
gain or more had gone dowm, from 66 percent to 59 percent. ?hat
decline was concentrated in Detroit (67 percent to 50 percent).

Had it not been for Section 39a, the 67 districts would have lost

a total oé nearly $5,000,000 -~ less than the $8,000,000 of the
preceding year, but still a substantial sum of méney, and $3, 000,000
of it would have been lost in Detroit alone: Withlliﬁkle dispute,

Section 393 was renewed for 1974«75.

Efforts at evaluation

™

It is impossible to say whether Chapter 3 has been "successful."
For one thing, there is a question as to what criterion of "success"
is to be used. The MDE apparently hoped that Chapter 3 would have

two direct effects: it would improve the performance of low~achieving




Table 2.2. Potential 1973-74 Allocacions under Michigan's Chapter 3 Program
o _

z
.

Detyoit Other 66 districcs Total for 67 districcs
Number Potential Number Pocential Number PYocential
. of pupils allocation of pupils allocatiorn of pupils allocation
Tocal foy 1972-73 59,267 $11,853,400 53,233 $10,646,600 112,500 $22,500,000
Pupil Cacegory for 197374 funding

Made gain of 75% or more 25,029 $ 5,005,?00 " 33,733 $ 6,746,600 58,762 11,752,400
Made gain of 1~74% ’ 19,273 $ 2,415,104 11,895 $ 1,499,228 31,168  $ 3,914,332
Special eligibilicy 6,454 $ 1,290,800 3,781 $ 756,200 , 10,235 $ 2,047,000
Subtocal ) 50,756 $ 8,711:704 49,409 $ 9,002,028 100,165 $17,713,132

. % of 1972-73 86 73 93 85 89 79
e Made no gain 5,688 ($ 1,137,600) 3,430 (§ 686,000) 9,118 (% 1,823,600)
Data not available 2,823 ($ 564,600) 394 (% 78,800) 3,217 ($§ 643,400

Source: 1972-73, Parc One, p. 8. . .
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pupils, and'it(would increase efficiency in the us; of public funds.
The Departmeqt did attempt to demonstrate that the performance of .
funded pupils was indeed improving more than might otherwise be
expected. For in;tange, in the final report on the 1971-72 year,
data for Lansing were presented showing that, although its Section 3
pupils had begun the year at 0.2 to 1.4 grade-equivalent years lower
in reading and mathematics tﬁ;n pupils in the correqunding grades |
in the city as a yhole (thus implyinédlhat they had been progressing
at a lower rate previously), the Section 3 ﬁupils gained almost as
much during the year as did pupils in Ehe city as a whole (1971-72:
~ Report Nuﬁber 2, pp. 34~35). But there is no indication of how |
representative Lansing is of the 67 districts, or of why it was
chosen for this comparison, nor is any mention made of the fact

that scores were_pissing for 16 percent of Lansing's Section 3

pupils (1971-72: Report Number 2, p. 112). Furthermore, a

measurement of‘grade-equivalent gain taken between fall and spring

usually will give the impression of greater progfess than a

tmeasurement of the average grade-~equivalent gain made over several
years, merely because grade-equivalent scores are based on the
assumption of smooth linear gain from the testing point in one
year to the testing point a year later, ignoring the losses that
tyﬁically occur during the summer (Horst and oéhers, 1975, p. 31).
Thus, these figures cannot be generalized into a conclusion about

the effectiveness of the Chapter's provisions. ‘ .

-~
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The next year, 1972-73 pretest data for a large number of

districts were used to estimate the grade—equivalent scores that
)

could be expeéted on the posttests, according to the test publishers'
norms; since the actual posttest scores of the Chapter 3 pupils yere
about half a year higher than these expecged scores, in both reading
and mathematics in all grades (2-6) for which the calculations were
ﬁade, the MDE concludéd that "children receiving additional educacionaiJ
services provided by Chaptgr 3 monies achieved at a highe; rate than

could have been expected had they been in regular school programs' ~

(1972-73¢ [(Part Two], p. 21). But there are several defects in
8

this analysis, and so it.is not altogether persuasive, either.
Even if Chapter 3 pupils did achieve more than expected, the
explanation -~ and thus the lesson to be inferred -- would be ~
uncertain. It may have been a result simply of the additional
funds that districts received, which may have allowed them to

reduce the pupil/staff ratio or to develop or install new programs

8The major problem lies in the fact that the expected scores
used in the comparison were & simple unweighted mean of the expected
scores for four tests, derived from the respective test publishers'
tables for converting percentile ranks into grade-equivalent scores
(1972~73: [Part Two], pp. 56=65). On the one hand, it is extremely
unlikely cthat each of the four tests was administered to just one~
quarter of the pupils included in the analysis; and on the other hand,
the conversion from percentile ranks to gradewequivalent scores varies
considerably from one test to another. The differences between the
actual and the expected sccres may therefore reflect, at least in part,
merely the differences among the conversion tables combined with the
distribution of the pupils among the tests. The number of districts
included in the analysis is variously given as 66 and as "approximately
50," and there are other obscurities in the procedure as well.

549
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of compensatory education.9 This is what the Department seemed to
suggest in its conclusion from the aralysis of 1972-73 data that
has just been quoted; but if that was the case, the.provisions for
the following years, reducing funds to the degree that pupils did
not achieve the required gain, would have been counter-productive.

Perhaps, however, it was the result of those very provisions,

which may have impelled districts to strive to improve instruction

\ in order to avoid the loss of funds. It is true that, because of
\QQ: postponement for 1972-73 and then.the Section 39a reallocationﬁ,
fe \districts ever really lost funds, yet thst does not necessarily
mea;\hgat the incentive was not operafing. Each Year, administrators
and teachers may have thought that funds would bg lost if pupils did
not make ;he required gzins and they may have acted accordingly.

A difficulty with that line of reasoning is knowing just what
Macted accordingl&" would mean. What did administrators or teachers
do that they would not have done in the‘absence of the fear of losing
funds? As we have mentioned before, Chapter 3 pupils were not
grouped together in any way but were scattered through many of the
buildings and classrooms of a.district; thus, it is a virtual
certainty that they were not the distinctive targets of any special

instructional programs. Most teachers probably did not lnow which

9The Department's analysis of expenditures did not find any
pattern of spending that sbharply differentiated districts with large
proportions of high-achieving pupils (those making at least the 75
percent gain) from those with small proportions; the biggest
difference was that, in the second year, high-achieving distriats
spent $13 more per pupil (of their Chapter 3 funds only) for
instructional salaries than did low-achisving districts (19?1-?2-
Report Number 2, pp. 47-55; 1972-73: {[Part Two], pp. 25-29).

as




4l

of their pupils were the Chapter 3 participants; and if they had
. known, it seems very unlikely that they would have "tried harder

with those pupils than with others in the same classroom. Perhaps .
their efforts led to improvement in the performance of all X-6
pupils in the district, but the type of analysie required to detect
that would have been much more complicated tﬁen anything attempted
by the MDE (or anything that could be attempted within the scope
of this study). In short, no firm statements can be made about
the effect of Chapter 3 on the level of pupil achievements.

With respect to the efficiency aspect of Chapter 3, MDE' staff
members made statements Such as these:

A district that isn't successful [in iﬁproving student

performance] could be judged to havae had an opportunity

to serve the children and to be successful. Since we

have students with the same needs in other districts,

then as a public policy, it may be a better choice to

move those monies from that district to another one and

, give them that same opportunity to mount effective
programs with other kids.

You always have kids that are in need that aren't being
served. But school districts are in the public policy-
making arema, so there's every reason to say to them,

- . "If you cannot show success with that $200 why should

we give you $200 to show us that you can't succeed again?"

. . However, it had never been antlcipated that Chapter 3 money unearned
by one district would be redistributed to another. Indeed, there
wag a cogent reason why a district that had been unsuccessful with..

. its initial $200-per-pupil allocation should get it back again,

anyway: "You still have kids there to serve.'" If one of the basic

on
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arguments that had been used\in support of TBF was to be upheld :
-- that test scores were a valid measure of educational need -- .
then there would seem to be no choice but to continue funding

* -

districts for their low-scoring pupils.

Qperational problems and future prospects

)

A number of problems érose at the operational level of
Michigan’s TBF program which involved, in one way or another, the .
tests, the testing procedures, and the measurement of gain:

As we have pointed out, most of the pupils who were supposed
. to be the beneficiaries of éhapter 3 funding were selected from -
, among those who had scored 1;west on'a standardized achievement
test, and & district's funding fn_the second and subsequent years
‘was o be based on the extent ég which the scores of these pupils -
increased o{er the course of the year. However, because every -\
tes£ is less than perfecﬁly reliable, the low scores on the
selectioh test would.be partly aue to measurement error; if the
selected pupils were to be given a second test, it is unlikely that >
the error wouid be repeated in exactly the same way, and so their
scores on the second test would tend to be higher than those on the
first test even if no learning had occurred in the interim. This
phenomenon is imown as "regression toward the mean." Its import in

the present context is thtat, if the selection test were also used

as the pretest -=- i,e., the baseline from which achievement ghin
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was determined -— the posttast scores would show greater gains than

" had “sruly" taken place and a dlstrigt.#Buld receive more funds

!
-

than it would if gains had_béed measureg_uithout error.
To avoid this, the MDE rgqﬁ}red thﬁt, after pupils had been
selected, thE? were Fo be administered another teSF which would

, serve as :heig;etest. Thus, "whatever regression there is will

affect the relationship between the test fused] to determine

eligibility and the pretest and not [the relatiénship between] the

pretest aﬁd the posttest" (1972-73: ([FartiTwol, p. 17).10 While
- o
this may have had the deéirga\eﬁfect, the regregsion phenomenon

-

- -

~

ﬁevertheless cropped up in anoﬁﬁer and sowmtwhat discomfitiﬁg way.

L

The Department found (1971-72: Report Number 2, pp. 63-65) that

about 30!percent of Cﬁapter 3 pupils were "misplaced” (1971-72:

Report Number 1, p. 26) in the sense that, on their pretests, they

“failed to meet the eligib{lity criterion of scoring one year or
more below grade level. Some 6f this may have been due to errors

W
¥

in teacher judgments where they were usedi to determing eligibility

R4 .

and some to the inability'df instruments to yield scores one year
below grade lével for kindergarten and first-grade pupils; but a
large part of the differenée'was surely attributable to the
regression that had deliberately been "alloéﬁd" between the
selection test and the pfetest. Thus, a statistical trap ﬁad Beeﬁ
avoided only at the expense of raising a question about the degree

to which Chap=er 3 was serving the pupils it was supposed to serve

lclThi.s was a technique suggested by Wrightstone, Hogan, and

Abbott (no date).
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(an unanswerable question, since there is no reason in principle to
prefer the results of either the selection test or the pretest over
the results of the oth;r) - end, it may be added, at the more
literal expense of an extra test administration.

Another problem was the selection of the in;trumenf to be used
for measuremeﬁt‘of'gain- ﬁecause égapter 3 pupils yere low achievers,
some school districts gave them a pretest th;t had been designed for
pupils at & lower grade than the one they were actually in -~ e.g.,
a2 second-grade test for third-graders -~ in order that tﬁe test not
be too difficult for them. Thg r;sult, though, was that the test
was then too easy for' some puﬁzls; they scored at or ngéf the

maXimum and were thus unable to show any gain on the posttest .

'(1971-72: Report Number 1, pp. 17-18). In accordance with state

policy, the Department was encouraging districts to move toward the
use of criterion-referenced tests instead, and it may have hoped

T
that t>is would eventually resolve the problem by allowing objectives

and téit items to be chosen to suit the performance level of each

i

) . .
pupil, but it is not clear that this hope would be vindicated. Some
districts had used criterion~referenced tests even in the first
year, and the Department itself had complained of the lack of

“"guidelines [for]) dealing with" such tests (1971-72: Report Number 1,

P. 14), which probably meant above all the difficulty of deciding

what a "suitable" objective was.

o
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The tests were administered, and the scores reported, by local

school~district personnel, and this, too, created problems.

‘Publishers’ instructions for test administration were not always

rigorously followed; students were not always uniquely identified

in the score reports, so that pretest and posttest scores sometimes

could not be matched; and some districts did not report scores at

all but rather letter grades or verbal descriptions such as "high,"

"average," or "low" (1971-72: Report Number 1, pp. 17-19). The

demands on the districts were of course magnified by the fact that
scoles _had to be reported twice a year for individually identified
pupils who sometimes numbered in the thousands, As would be éxpected,
tesEing and reporting went more smoothly in the second year, but

even then, improvemeunts may have been limited because of a 31 percent
turnover rate.among the local Chapter 3 contact persons between the

first and second years (1971-72: Report Number 1, p. 20). All of

this was a price paid for the economy, and perhaps the politically

more acceptable tactic, of local rather than state test administration.
A complaint made by school administrators was that, once the

initial allocations had been made, a district could not increase the

amount of funds it received under the program. There was, for

example, no, extrsz money for a,diéé;ict in recognition of pupils

who may have made more than the required gain. Thus, from the

districet's point of view, Chapter 3 was a merely punitive device;

it could lead ro a reduction of aid funds but not to an increase.

u
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The MDE, and the State Board of Education, have come to reééggize

Il

this themselﬁés. In the process of shaping their position on the

™
|

future of staée aid for compensatory education, they proposed that |
$150 of the original per-pupil allocation be converted into a
permanent part of state aid (i.e., no longer based on pupil scores,
excepﬁ in an historical scnse) and that the other $30 be used as a
genuine incentive, to be awarded to districts whose pupils improved
in achievement. It should be noted that this would imply

abandonment of the concept that low test scores indicate the
%

- -
legislature, apparently because it would 'still have meant, for

existence of educational needs. The proijigl was rejected by the
many districts, a reduction of state aid below the present $200-
per-pupil allocation.

) Chapter 3 was scheduled to expire at the end of the 1974-75
school yvear. As this is being written, the legislature has not
vet taken £inal action on a fenewal, but the most likely outcome
of the deliberations appea;élto be that TBF-will be continued in
some form, though almost certainly without provision for-reguired
gain in order to maintain the original allocatioms. Instead, as a
substitute method for dealing with the disincentive préﬁlem, districts
will probably have to obtain MDE approval for their compensatory

programs. The total appropriation will apparently remain at

$22,500,000 for the fourth successive year, but the funds may be

e e s = i = 5 7




A
allocated afresh on the basis of a more recent administration of
the state assessment Qattery.ll
Californial2
California has two programs with TBF provisions. They differ
from Michigan's Chapter 3 program in an important respect: The TBF
provisions have not played nearly so central a part in them.
Consequently, the disincentive problem has been of lesser magnitude
and it has been dealt with not so much ag a problem in its own
~£EEBE}yht rather as a byproduct of a drive for greater state comtrol
d-over local districts' use of funds.
. The first of these programs was the'Miller-Unruh Basic Reading
Act of 1965. This act was intended, among other things, to induce
school districts to employ specilalist teachers in reading for the
early grades. Each district was to receive annually from the state
an amount of funds for this purpose which was equal to ?250 more
than the average salary of elementary-school teachers in the state,
multiplied by the number of speciali;ts it actually employed up to
the duota for the district, The quota was set at ene specialist

for each 115‘puﬁ11§ in average daily attendance (ADA) in ggades 1-3,

. P I

I3

11
The tests of the bgttery were converted into criterion~referenced
instruments in 1973, It 1s not known how, or whether, this would
affect the allocations of Chapter 3 funds. For an interesting

alscussion of other consequences of the change, see Murphy and
coher (1974).

12
The following account is based on interviews with several

staff members of the California Department of Education and on the
departmental publications cited below.
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except that ~- and this was the TBF provision ~- in districts where
30 percent or more of the fifst-grade pupils received scores below .- —

.

the first quartile on a statewide reading te&tffthé’ﬁﬁggg#;as
N Hﬂfﬂ;—-—'f

increased by one specialist for each 300 pupils. The disincentive
issue was hb; raised, but it may have been presumed that, since a

district could use these funds only for paying the specialists'

£

salaries, it would have little fo.gjjﬁ by depressing or manipulating
test scores. .

The appropriations for the act, however, have never been adequate .
to pay for all the specialists who could have been employed under
its provisions. Indeed, they have not even been sufficient to cover
the salaries of the specialists that districts were entitled to hire
under their fasic ADA quota. The impact of this circumstance has
been aggravated by other provisions of the law. The specialists
had to meet certain eriteria'of certification, and a district had
to hire them before it could apply for the funds. Thus, the districts
that were able to qualify earliest were those that already had
specialists in their employ who met the certification requirements,
and these‘tended to bé relatively well-to~do districts with small
proportions of low-scoring pupils. Yet the law alsq stated that,
once a district qualified, its Miller-Unruh funds could noé
subsequently be reduced as long as it retained the specialists in
its employ. The net result was that funds were never ]available

for specialists under the part of the quota based on test scores,

and so the TBF provisions have remained a dead letter.

-
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The other California stétﬁge which led to a TBF arrangement
is SB1302, the Early Childhood Education (ECE) act, wEich becanme
oper tional in September, 1973. It authorizes gramts to school ) \
districts which "develop and submit to the Depafﬁment of Education
for approval a master planﬁ for upgrading the quality of educational :
programs in kindergarten through the third grade. ECE, it should
be emphasized, is not a compensitory=-education program.‘ California !
does have a state~level IBF compensatory-education program, SB90 .
(Education for'Disaqvantageﬁ Youth), and ECE has not replaced it [
or other forms of state aid. The appropriations for ECE were
$25,000,000 in its first year and $40,000,000 in its second year, .
compared to more than $80,000,000 for SB90. ‘Eurtﬁérmore, any district
can qualify for ECE funds, without regard to its socioeconomic
comp;sition or the performance of its pupils, and in fact about
90 percent of the districts in the state have qualified. Taken
together, these attributes —- together with others to be noted

below == greatly relieve the pressure on the TBF aspect of ECE.

ECE grants, like those in Miller-Unruh, are divided into two

partss. $130 (later raised to $140) per pupil in ADA in the

participating schools and grades, and an adi.itional $65 (later

“

raised to 370) for each pupil "determined ... to have demonstrated
educational need." The criteria of "educational need" were given
in the law as "low levels of pupil achievement and such factors

as low levels of family income," but were otherwise left to the
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State Board, Superintendent, and Department of Education to specify;

¢ and they, in practice, have defined a pupil with educational need
exclusively as being one who scores in the lowest quartile of a
statewide test in veading and mathematics.

This choice was a matter of expediency, noé of principle. The
proposal for an early childhood education program which was presented
by the California Department of Education (CDE) to the State Board
early in 1972, and which was the basis for the subsequent legislation,
did not even mention test scores. Tt did call for 'the $130 and $65
per-pupil grants, but suggested that the latter go to districts
accordiﬁg to the number of children from low-income or "disadvantaged" -
families (California State Department'of Education, 1973a, pp. 10-11).
After $B1302 had been passed, the CDE's own guidelines for
implementation said, rather ambiguously, that educational need
"ehall be defined as including those pupils in the lowest quartile
in reading and mathematics according to state achievement tests" or
those who qualified under the terms of $B90 "relative to ‘'potential
impact of bilingualwbiculturél pupils,' %index of family poverty,'
and 'index of pupil transiemcy' ..." (California State Department

of Education, 1973b, p. 9). But statewide tests had been administered

annuaiiy to all pupils in the first three grades ever since they had
been mandated for purposes of Miller-Unruh. Thus, the test-score
data were readily available, and using them gave a new justification

for the state testing program which, as we have seen, was never
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actually used for Miller—Un:uh.13 They were also, as one CDE staff
member put it, "cleaner" than méasures of poverty or transiency.
Even at that -~ and underscoring the fact that ECE was not a
compensatory~education program ~- the $65-per-pupil allowances were
limited éo 25 percent of the K-3 pupils in any one school, which
meant that they cou;d account for a maximumlof only 11 percent of
a school's total ECE funds.14
As this history indicates, neither the legislature nor the
education agencies in the executive branch have regarded TBF as
crucial to ECE, nor was the appeai of TBF responsible for its passage
or thehsiZe of its appropriations. The salient component of the act,
rather, was the accountability which was built into it and which
was to be enforced by the bDE. However, for purposes of the present
study, .his accountability can be viewed as a safeguard against Fhe
potential disincentive effects of TBF, and an examination of how it
has worked is therefore in order.

As has been mentioned, a district qualifies for ECE funds only

after the CDE has approved its master plan for an early childhood

13A similar circumstance may have been part of the impetus for:
Chapter 3 in Michigan; see Murphy and Cohen (1974).

149¢ a school's K-3 ADA is X , then the maximum proportion of :

its ECE funds which can be derived from its grants for pupils with | _

educational need is $65(.25%)
$130X + $65(ﬂ25X)

» 11.
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education program. The plan is to be lmplemented, in its first year,
in only some of the K-3 grades and/or some of the schools in the
district, and it is to show how the program will be expanded to the
rest of the grades or schools over a five-year per:l.od.15 Each
school seeking participation also submits its own plan; originally,
these plans wefe reviewed and rzted by the CDE, and only the highest-
rated schools in qualifying districts were permitted to participate.
The law requires that, before a district can be granted firuds
for expanding the program into other grades or schools, the CDE ﬁust
determine that the district has "met the objectives of its approved
plan" for the previous year. Falling such a determination, furding
for the district and its participating schools was not to be
decreased but would simply be continued at the same level. These *
provisions constitute a stimulus for both districts and schools to
put forth their best efforts and to avold artificially depressing
test scores in order to increase their 'funding -~ a kind of
"functional equivalent' to the requirement for test-score increases
that was a feature of Michigan's Chaptef 3, vet without leading to
the necessity for a reduction in state aid. Out of concern for the
effective use of funds over the long run, though, the law did order
the State Board of Education to ™adopt rules and regulations governing
the termination of allowances to districts which are unsuccessful

in meeting the objectives of their approved plan." The rule adopted

15The ECE Act stated that, in each year prior to the last, at
least half a district’s ECE funds had to be spent in those of its
schools with the largest numbers of pupils having "educational need.
The CDE has interpreted this to mean that at least half of the
participating schools in the district must be among those with the
largest numbers of pupils scoring in the lowest quartile by state
norms. Some participating districts have relatively few such pupils.

63




m53-

was that a district would be "considered for termination" if it

was refused expansion funds for two successive years. *

These provisions generared a heavy workload at both the local

and state levels. First, each district and school had to draw up

its plan. Proceeding from the general authorizations of the act,
the Department requirea (California Department of Education, 1973b,
pp. 3=6) that the plan include objectives for pupil performance in

reading, language, mathematics, and "other curricular areas"; for

zthe reduction of pupil/adult ratios (through the use of aides and

parent volunteers) and other steps toward individualized instruction;
for bilingual education where appropriate; for pupil health; for
staff development; and for parental education, and paremtal
involvement in the blanning, implementation, evaluation, and
modification of the program. These objectives were to '"be stated

in language that 1s concrete, unambiguous, and capable of measurement
or observation.”" So formidable a get of requirements may have
deterred application from ;ome districts that lacked the capability
for 'preparing such rigorous plans, or perhaps the CDE found the

careful review of a large number of detailed plans beyond its

capacity; in any event, approval was given to the plans of all 800

districts that applied. They involved 1,010 schools enrolling 14
percent of the state's K-3 pupils (California State Department of
Education, 1974, pp. 6, 1l).

During 1973-74, the CDE undertook to determine how well each

district had met the objectives in its plan. For this purpose, the

6i
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Department developed an elaborate "school-level quality review"
procedure, under which one or more per;ons would visit a school and
rate each of more than 60 elemqus of program and management on a
ten-point s;ale. Each school was given a score consisting of these
ratings, the ratings on two self-evaluations which it.had to submit
during the year, and the rating on the plan by which the school had
qualified for participation in ECE. The school scores were then
averaged to yield a district score. The districi scores were arrayed
from high to low, and the districts with scores among the highest

80 per;ent were informed that they were eligible for expansion to

an additional proportion of their X-3 ADA ranging from 10 to 60
percent, according to their standing in the array and subject to
legislative appropriations. -At that point, the newly entering
schools had to submit their plans for approval - andlsome districts
disrovered that, although they had authorization to expand, none of
the scho&is in which expansion was to take place was able to present
1

an acceptable plan. Districts with the lowest 20 percent of the ‘

scores were refused permission to expand at all;} most ﬁf them were
sméll districts, but they also included San Francisco and Berkeley.
The burden of these procedures proved to be too much for the
CDE to.handle; the on~site vigits alone occupied 22 staff members
full-time, and a number of part-time consultants, over a period of

more khan three months (and 140 small schools were not visited).

In the fall of 1974, several changes were made. First, any district
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not yeé participating would, at its request, receive authorization
for a X-3 program at one school in 1975-76, and any school with

an ECE~funded program opsrating in only some of grades K~3 would
automatically be authorized to expand-its program to all four grades.

Secondly, the requirement was dropﬁed that school plans be approved

-

-

for newly entering schools in an expansion district; instead,
- -

exﬁansion was to take place in accordance with the;j}strict's master
plan (although the lscho;rls still had to submit their plans in order
to have ablectives yhose attainment could later be‘obserVed).
Thirdly, the on-site visits were limited to schools with the lowest
1973~74 scores and those enteging the prograﬁ for the first time in
1974~75. For schools that were not visited, the rating they haé
received in the previous year yas used again in calculating the
district score.

In 1974-75, decisions had to be made about expansions for .
19?5-%6. These decisions were based on the same information as was
used in the preyious year, with one addition: Each school that had
participated in 1973-74 was to make a report on the attainment of
its pupil-performance objectives ~= i.e., test~score gains ~=- during
that year. Interestingly enough, the ECE act stipulated that the
degree of at;ainment of these objectives was to be given a weight
of only 10 percent in a :rhool's score in the first year of‘its
participatioﬁ, though the weight was to rise to 40 percent in its

second year and 50 percent in its third. Reference to test-score

6.




~56~

gains raises the TBF dilemma ~~ that”if a school managed to improve
its educational program to the point ﬁhere test scofﬁs began to
increase, its funding would decréﬁse insofar(as the amount had

been based on low scores. This appa;ently has not yet happened 1;
any school, and its impact would bte limited because of the small
proportion of funding derived from this source. Nevertheless, the
CDE is aware of the possibility and is considering what miéht be

done. The two proposals receiving most active conwideration. are

that a school's proportion of pupils in the lowest quartile*at the
¢ -

time it entergd ECE become a permarient part of its allocation;
whatever happened to the proportion afterward; and that the amount
of the allccation simply be increased for all schools by one-eighth
(i.é., the one-fou£th-of tﬂe pupils eligible for éhe low~score
aliocation multiplied by the one~half of the basic per-pupil
‘zﬂjpcation which was made for those pupils). Either of these steps
would mean, in effect, the elimination of the TBF provisions.

' District scores for 1974-75 were once again arrayed, and
districts with the lowest 20 percenz of scores were denied expansion

funds. However, only 10 districts were refgsed authorization for

-
-

expansion in both years; all of them were small discricts, neiqher
San Franéisco nor Berkelef being among them. It is the CDE's
intentica to give these districts "intensive attention" in 1975-7%

s0 that their participation will not have to be terminated.
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The usual ciaims of success have been made for ECE, but the

CDE's evaluations.dé not clearly bear them out;"at 1east so far as -

pupil gains in reading and mathematics are concerned. The first

evaluation report (California State Department of Education, 1974)

made comparisons only among ?upils in various categories of ECE

schools —~'those receiving ECE funds omly and those receiving both

ECE funds and funds irpm other special=aid sources. When the -

complaint was made that these comparisons did not show how pupils,

inIECE schools had fared relative to pupiis in non=ECE schools, the'.

CDE produced a supplementary report (iCalifornia State Department

of Education], 19?5i witich made mich of the iact’that‘pupils'in ..

“ECE schools had fairly regularly made gains that were very slightly

greater than those nade by pnpils in non—ECE sehools. But the

comparisons are rendered virtualiy meaningless by a host of . ‘ ‘

‘ complicating factors, inc%uding particularly the heterogeneous SES L .

composition of ECE pupils and the fact that districts and schools

_had been selectéd for participatien in the ECE program by a process

that suggested theﬁ may have had snperior instructional capabilities

to begin with., It is also pertinment to repeat that no participating

school had had its’funds reduced on account of a decline in the .
16 ° ‘ -

proportion of its pupils in the lowest quartile. On the other

16The absence of such a decline is not incompatible with the ) e

gains amorig pupils in ECE schools mentioned above. The former refers

to different pupils in a given grade, one year apart (e g., third-"" =~
grade pupils in 1973-74 and third-grade pupils in 1974-75); ‘the

latter, to the same pupils tested at the beginning and end of the-
school year. :
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" hand,. the Superintendent of Public Instruction, Wilson Riles, has
asserted, with some justification, that the success of 3uch a large-
scale "restructuring” as ECE is supposed to bring’about cannot be
judged from the test scores,of pupils in its first year.

What can be said is that the TBF provisions of ECE have created
far less severe problems than have those of Michigan's Chapter 3.
In large part, this is becaus? they have played a vather minor role
in determining the funding for a school or district =~ and even at
tﬁat, there is no serious threat that the funds.will be reduced or
additional funds for expansion, and it is not heavily dependent on
pupil test scores, either. It is reasonable to believe that this
opportunity acts as an incentive to local admiristrators and ceachers,
not merely because of the financial aspect but also ~- and perhaps
primarily ~- because it rvepresents a symbolic recognition of the
worth of their efforts. One department staff ngEErﬂggporeed’fﬁﬁf;ﬂ
there was "a lot ofﬁ}g;g,pride”ﬂﬁfTﬁﬁ(E;;;;;sco when it was denied
expaﬂéibﬂniﬁnds at the end of the first yedr, and administrators and
teachers “worked very hard" to qualify for expaﬁsion in the next
year. i .

Yeanwhile, *“he demands growing out of the accountability
redquirements have been somewhat reduc?d, as we have seen, and

periiaps they were not very great in the first place. A Department

seaff member said that one reason the competitive rating of school
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plans was dropped was that there was so little difference among.theg,
anyway. Even the extensive monitoring activities of the CDE appea?}
' to have provoked-little objection. Some "sensitivity" to the on- /
site visits—&gs reported during the first year, but the CDE itseyé
found it necessary to cut back on the nu?fer of these visits be%;use
‘it could not handle the workload. In }ffecc, the accouucabiliéy
procedures have become a form of technical assistance to 1oc11
districts and schools, with a carrot Af the assistance is uséd well

/ -
and a small stick if it is mot. ! /

New Yérkl’ / ' Iy

The TBF programs in New York have been 1essftroubiéspme than

those in either Michigan orCalifqrn The main reason;seems to
'._.__A___._r-*

e
——

. .—b& that few strings have been attiched the programs have been

devices for funneling additional afld to districts belie ed to need

I
it, with no pretense of promoting dramatic breakthroughs in
f

i

educational reform. \ f

In 1967, the state established Ag Urban Educatioﬁ program.

\

! f
‘Under its provisions, a district was eligible for supplementary funds

1 i f
4 (1) it had & weighted ADA (WADA)'® Of more than 4500 pupils in
'& ! *

!
1?The description which follows is chiefly baséd on interviews
. with several staff members of the New'YorﬁHState Department of

Education. f

J
. 181ew York counts each pupil in gradeq 7-12 at 1.25, in
consideration of the greater costs of secondary education.
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"all grades, (2) at least five percent of its school-age pupils (in
both public and nonpublic schools) were from families receiving
AFDC assistance, and (3) it had a Special Needs Index (SNI) of at
least 1100. The SNI was the district's WADA wmultiplied by the
percentage of sixth-grade pupils who had scored below the fourth
stanine in reading on the 1967 administration of the PEP test. By
these criteria, 29 of the state's 750 districts qualified, and the
amount of the grant for each was a share of the total appropri ns —
T

for the prifjif:’ffffg,gfif_ﬁﬁéxzﬂOroOe'iﬁﬂi972“73. A district's

_share wasbased on its proportion of sixth-grade pupils scoring
below the fourth stanine in 1967 among all such puplls in the state,
and thus remained constant throughout the 1ife of the program (Neq
York City received nearly 85 percent of #the funds). The PEP test
is administered annually by classroom teachers, and according to
one staff member of the New York Department of Education (NYDE),
"there isn't £oo much control over the testing conditions.'" Use

of scores from the 1967 administration, however, precluged manipulation

[N
sl

subsequenf to .enactment of the legislation.
Districts were expected to propose specific projects to be
supported by theilr Urban Education funds, designed ;; facilitate ,
their compensatory-education efforts, and thgse projects were subject
to approval by the NYDE. But, one staff member said, "We weren't
always able to check them out before approval or.to follow them up

later.” Indeed, in most cases projects did not receive final approval

until statements of expenditures were submitted at the end of the

-1
[y

i

_--—-‘_"'"—_-—-




- -61- [ . .- e mm e

years éxpenditures violating the guideslines could then be disallowed
(and were to be deducted from the next year's funding), but this

evidently did not happen very often (Berke and Kirst, 1972, p. 353).
Projects initiated in one year could be continued in subseqqﬁggﬁﬂ,_ﬂ—ffﬂﬁ'”‘Fﬂﬂ'#’ﬂ-

years with even more cﬁrsory reviey, and—4n1972-73, more than half
theﬂgE91g;Lsahad*EEEE#EH;;;;;;;;;:Z;j three years or more.

Data provided by the districts for about one-third of the pupils
participating in Urban Educaiion projects in 1972-73 showed mean
gains of about one month in grade~equivalent units for each month
of instruction, in each of four curricular areas -~ reading,
mathematics, "other basic academic skills," and "other than basic
academic skills" (University of the State of New York, 1974, p. 86).
However, as the evaluation report pointed out, there were no

' and many if not most of the Urban

"comparable control groups,'
Education projects also received funds from other sources, federal
or state or both.

In 1974, Urban Education was repealed and was replaced by a
program called Pupils with Special Educational Needs (PSEN). TBF
was retained, but in a somewhat aifferent form, adapted from the
Fleischmann Commission's recommendations (see above, p. 18). The
eligibility criteria were dropped, so that nearly all districts
receive some PSEN funds. The:Lasic funding provision isg that, in

determining a district's aid under the state's general aid formula,

a proportion of its ADATis given a weight of 1.25, the proportion

12




being equal to the average of t@gﬂggrcencagEE#af’IEs sixth-graders
ﬂ:ﬂighﬂgipgmpesitﬁ’bcore in reading and mathematics below the fourth .
stanine of the PEP tests administered in 1971 and 1972. Use of the

1971 and 1972 scores allowed the distribution of funds to reflect

more nearly current conditions than would continued use of the 1967

scores that had been the basis for Urban Education aid; yet they

were still pre~enactment scores, a decision deliberately taken,

according to one staff member, both to avoid the possibility of

manipulation and because "we didn't want to penalize districts that

improved.” On the other hand, the fact that they w;re éfe-enactment
scores admittedly meant that they would eventually suffer the same
obsolescence as the 1967 scores. The percentages in two years were
averaged to reduce the effects on a district of erratic year-to-year
variations in the scores.

The NYDE regarded PSEN simply as a way of getting additonal
money to all districts that needed it, rather than only to urban
districts. Measures of need other than test scores were considered
but rejected: AFDC because it yas believed to be affected in rural
areas by seasonal employment patterns and "a more independent feeling"
on the part of residents iﬁ\those districts; numb;rs of pupils in
school=-lunch programs because ;some districts keep closer wa;ch on
the program than others,” and a few do not participate in it at all;

and family income because the data were ''suspect and difficult to

use.”" But it was assumed that test scores were as valid a measure .




of educational need as any of these SES characteristics, and they were

administratively more convenient and readily available and had been

used for some years in the Urban Education program without

repercussions. Thus, as in California, the choice of test scores as

the measure of need was a matter of expediency rather than of principle.

The proper grade level for tﬂe tests was a subject of some

disagreemeﬁt. The Fleischmann Commission had urged that eventually
a "learning-readiness" test be a&opted that would)be given to pupils
as goon as they entered school; the Commission believed this to be

" the surest way of avoiding E‘diéihEEﬁEIGE_éffec£:19dlﬁc&ﬁdﬁi&déingh_

that a reliable test was not vet available at that level, the

Commission recommended the use of a third~grade test as an interim
step that would at least minimize the disincentive and vet allow an
imnediate start on (or expansion of) TBF, the third grade being the
earliest one at which New York already administered a statewilde test

(Fleischmann Report, vol. 1, pe 68), The NYDE, however, saw matters

in another light. Differences in instructional programs in the early
school years might have an effect on student performance at the third
gradg. For"example, with respect to children whose native language
is not English, some schools may start out by teaching only in

Engiish; others may start by teaching students it their native

19

For further discussion of ‘this strategy, see below, pp.
?1-?30 )
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language, gradually shifting to or adding instruction in.gnglish;

still others may teach in English and another language simultaneously,

with resultant variations in the pupils' comprehension of written
English at the third grade. Similarly, in mathematics, some schools
may emphasize computations in the early grades while others stress
the understanding of concepts. The NYﬁE, a staff member pointed out,
had no wish to impose any one of these approaches on all distriets,

nor any reason to believe that one of them was consistently superior

to the othe¥s. . . _ _ _ _ _ _.._ . . .. . o

Consequently, on the ground of "fairness" to the districts
(i.e., preservation of local autonomy), the NYDE prevailed upon the
legislature to continue using the sixth-grade test instead, for by
that time the effeects of these early differences ougit to have
disappeared and it ywas reasonable to expect that all students should
be on a common level of learning if they had been taught equally
well by whatever method their school had chosen. Another way of
interpreting the NYDE's view is to say that it was less concerned
with the possibility of a disincentive than it was with thé
possibility of manipulating scores to produce the appearance cf
low performance. If the third-grade teést were to be used, Schools
might be inclined to adopt methods which produced the lowest
scores at that point, especially if they believed that it would

make no difference to their students' learning in the long run.
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Under the PSEN program, districts kmow how much moneé they will
receive each year, and they are expected to plan projects accordingly
and notify the NYDE, but project approval eséentially oceurs at the
end of the yeartﬁhen expenditure statements are submitted, Detailed
guidelines for the use of PSEN funds have not yet been issued, but
they will apparently be similar to those used for Urban Education.

It is estimated that 1974-75 PSEN projects will be supported -by

about $75,000,000 of state aid. Districts are supposed to designate
target pupils, but the NYDE has defined these pupils as being those

" who, In thé judgment of local administrators and teachers, have "any
indication that they have serious learning deficiencies.” 4An
interesting proviso of PSEN, whose implications will be explored in
the next chapter, is that up to 30 percent of the funds may be spent
on otherwise ineligible pupils if that is necessary in order to avoid
segregating target pupils in special classes. The program is, of

course, too young to permit any statement about its effectiveness in

improving pupil performance.

Summary and inferences

This exploration of the experience of three states with TBF
programs does not yield conclusive findings, if only because it relies
1argeiy on the view from the respective state departments of education.
Moreover, ip is impossible to s;y whether this experience would be

duplicated in other states with different characteristics or in a

TBF program at the national level. Still, it is the only concrete
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experience we have, and We would be remiss if we did not try to draw
some tentative inferences from it. Broadly speaking, what it suggests
is that the seeming advantages of TBF are more difficult to realize
than might have been thought, and indeed that they may be closely
linked to its drawbacks.

1. One benefit of TBF is supposed to be that it allows the
data base for funding to be kept more up-to~date than the Census
figures on income can be, But this requitres that the test used to

determine allocations be administered at fairly frequent intervals,

and if_tﬁégﬂhere to be done, it would create opﬁbrtunit;es to depresé

or manipulate the scoreé for the sake of increased funding. To
prevent that, both Michigan and New York based their TBF allocations
on scores on tests administered prior to enactment of the legislation
and éontinued to use the same scores for seve:a} years. The scores
were updated only when the legislation was renewed or revised, If
this updating becomes regulﬁrized, the temptation to manipulate is
recreated; if it is not, the data become obsolete.

2. TBF 1is supposed to lead to a more efficient (less wasteful)
distribution of funds by channeiing them directly to where they are
most "needed” -~ i.e., to low=-scoring pupils. Such precise égrgeting,
however, is not easily accomplished. All ghree states found it
administratively awkward or pedagogically undeslrable (or both) to
segregate low-scoring from other pupils; New York's PSEN program,

in fact, explicitly permits up to 30 percent of the funds to be

77




~67-

spen: on non~targeted pupils where necessary to avoid such segregation,
and the ECE program in California is not aimed primarily at low-scoring
pupils at all. In the absence of this type qf segregation, the same
sort of "resource leakage" occurs which Bemson spoke of as being
one of the disadvantages of IBF (see above, p. 10).

2, TBF is also supposed to make state a;ﬂ more effective in
improving pupil performance by tying the aid directly to low scores
or to "accountability for results.” There is as yet no clear evidence
that scores have risen in any of the three states, though PSEN and
ECE are still too new to expect Such evidencé o dppedr. HMeanwhile,
a dilemma has emerged in the implementation of TBF: What is to be
done if test scores do not increase? To withdraw or reduce the
test-based funds either amounts to a refusal to supply aid where
it is needed or belies the premise that low scores are an indication
of need; to maintain the aid at the same level allows the ineffective
expenditure of funds to be prolonged. Michigan found it politically
impossiﬁle to carry out the threat contained in the Chapter 3
provisions that aid would be reduced to the extent that scores did
not improve. California's ECE program includes a provision for
termination; the state has so far wot had(to try to put iq into
effect but is concerned that it may have‘to and is considering
changes in the law to avert the necessity. New York has "solved"
the problem by ignoring it; no demands for strict accountability
are made on the local districts, and no sanctiens are imposed in

the event that test scores do not rise.
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4. The ability of TBF to produce larger appropriations of
funds for education 1is doubtful, ﬁt least at the state level. In .
Michigan, it led to a one~time increase to a level which then
remained constaﬁt for at least four years (and constant in actual
dollars, which in effect meant a decliﬁe in the purchasing power
of the funds). California's first attempt at‘TBF, the Miller-Unruh
Basic Reading Act, never was funded at a level high enough to allow
Ehe TBF provisions to take effect; its second attempt, the ECE

program, was accompanied by ingreases in state aid during its first

-fand éa_far its only) two years,kbut they were not attributable te

the appeal of TBF, which plays only a minor part in the prograﬁ.

In New York, Urban Education aid remained more or less constant for
geven years; witﬁ the passage of PSEN iq 1974, funds will apparently
be substantially increased -- but the number of participating
districts is being increased at the sa‘:e time, from 29 to virtually )
all of the state's more than 700 districts.

S. Efforts to prevent a disincentive effect and the manipulation
of test scores have not been entiraly auspicious. Michigan's
approach, to provide a couﬁfer-incentive by requiring score
increases to maintain the funding level, ran into the problem that
has already been mentioned: It proved politically impossible to
reduce state aid when Sccres did not increase. Furthermore, this,
counter~incentive may necessitate the segregation of low-scoring

pupils (so that teachers can pinpoint score-raising actions to them) -

as well as the administration of an extra test to avoid a regression

7Y
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effecc (which in turn raises a question about whether target pupils
have been properly designated). The device of giving the aid-
dﬂtermining test at an early grade, as suggested by the Fleischmann
Commission for New York, might winimize the disincentive over the
long run but was rejected by the NYDE on the ground that it would
be "unfair" to the local districts, which may be interpreted to
mean that it would encourage manipulation in the form of an
inducement for schools to choose ingtructional methods that would
produce the lowest scores ag early &rades.

California's method in ECE, requiring that a district initiate h
new programs in a limited number of grades or schools and then be
permitted to install them elsewhere only upon demonstration that

o
they have been successful, seems to offer the most promise, buc it

is not witﬁbut problems, either. Like Chapter 3 in Michigan, it

offers a codpter—incentive, increased funds for expansion of new
programs, yeé without the cthreat =- or at least without the

immediate threat = of a reduction im state aid should the programs

prove unsucceésful.20

.

At the same time, California probably has

zoAt firsé glance, the procedure might seem to raise a problem
analagous to the dilemma discussed above: Tf a district is required
to "start small," there are likely to be a number of low-scoring
children who will not be served by the new programs even though
their low scores indicate they have extra "needs,” and if the
district is not granted expansion funds, they will continue to be
unserved. However, a reasonable response to this abjection would
be that the failure of a district to receive expansion funds implies
that it has not yet found reliable ways of improving performance, so ;
the unserved children are not being deprived of beneficial programs.
The implementation of ECE sought to keep down the number of unserved
low~scoring children by requiring that half the participating schools
in a district be among those with the largest numbers of low-scoring

pupils.
39
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reducéd the temptation to manipulate scores simply by'having the
amount of funds depend on the scores to only a minor extent. The
flaws in these approaches are that they put a heavy burden on the
state in deéiding whether programs have met the criteria of success
'(and‘in some states this would be regarded as intolerable infringement
"on local autonomy); and that, Eo the extent that fugding doés not
vary with scores, the presumed benefits of TBF would not be

forthcoming.
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CHAPTER 3: I$SUES FOR FURTHER RESEARCH .

There are agnumber of questions connected with TBF on which the
experience to date for one reatom or another casts no light at all.
We shall consider some of them in this chapter, bringing to bearl
both logical analysis and such pertinent literature as there may be,

and sugesting lines of future inquiry which may improve our

understanding of the premises and the implications of TBF.

Entry testing

not been tried is to administer the funding test very early in the
school career, or even before it begins, so that.school experience-
could not depress the scores. Thus, the Fleischmq?n Commission urged
that . ’

"lear..ing readiness" tests that are statistically valid and
accurate be introduced as soon as possible into the New York

State testing pattern, so that resource distributions to

elementary students can be directly related to their capacity

to learn as measured when they first enter school. Early

testing is essantial to see that the resource-distributien .
mechanism does not operate as an incentive for poor

performance or in such @ way that districts lose funds as

they help their students to perform better (Fleischmann

Report, vol. 1, p. 68).

The CommiSfion's reason for not recommending chat this bé.done
immediately was that such tests were not yet available (and
consequently, as we have seen, it proposed the interim u;e of a
third-grade test).

Similarly, in his TBF proposal to the California State Senate,

Benson (1972, p. 40) suggested the use of first-grade scoTes,

L4
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because "if tests at later Z¥ade levels are used a8s a criterion fo;
disbyrsement of funds, they may act as—s disincentive-toteachers

and aduinigtrators o improve,stq&;nt achievement."” But he sckno;ledsed
that this might simply alter the effect of the disincentive rather

than eliminate {:: "Even the use of grade one test scores wight act

as a?aisincentive to schools to offéf pre-school educational services,”

which might be highly beneficial to somg children.l\ He could aise

. have said, :houkh he did not, that schoole might be adble to improve

+ , .
the(performance of young children by strengthen{ng thelr progrsms

of phientai education, and TBF baséﬁ on teétiug at school entry

might' deter them from that as weil. Furthermore, eﬁtry testing

might introduce & disincentive effect into the home, gince taxpaying

parents would have to decide whether to provide a favorahle eﬁily
educatioual environment for their children at the risk of reducing \“
outside aid tur- Ahe school district and thereby possibly inereasing

thelr taxes. A decision not to provide a favorable ervironment

M
L]

s

lﬂenlon nevertheless proposed that grade one test scores be
used "{i)n spite of the shortcomings.” He added that "if the state
wishes to provide pre-school educational services to potemtisl low ,
achievers, it can specify-that a certain portiop of compensatory
funds allocated to a district be used for that purposa" -- i.e.,
attezpting to conticl the disincen:ive by limiting the uses to which
the fuuds could be put; and that "srada nine test scores should be
Zhe blsia ;ot the allocation of compenJatory funas among high school
students,” on the dubfous §tound that "{s]ince eiesmentary school
teschers are not likely to suffer if compensatory funds receivid by
the high achool are c.t, there should be very littls disincimtive
to improve student performance ai the elementary. level (Benson;

1972, p. 40, . LT ‘

1
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could be justified, consciously or otherwise, b§ the expectation

that thr schools would "make up" for it, the moﬁe so if they received

\

additional funds for doing so. E '
|

Since entry testing has not been tried as a basis for TBF, there

1

is no empirical evidence to indicate which if aﬁy of these possible
results would ensue. It should not be difficult to devise experiments
which would furnish that evidence. ‘

More research is needed, too, on the susceptibility of TBF to
,score manipulation. It should be pointed out khat manipulatién would
'nat actually require an elaborate conspiracy, and again perhap; not
even a conscious inEfnt. Selection of a test level that was too
difficult for some students, or a promotion policykthat tended to

place students in a grade they were not ready for, would have the

, effect of produ;ing scores that would be lower than they might be

- otherwise; or teachers, in their role as test administrators, might

" give 1less than clear instructions, permit noise and other distractions

while the test was being given, or shave a few minutes off the time
allowed ro students to take it. (See also Stake, 1974, pP. 68-73.)
Having the test administered by the state or by "an outside agent"
_instead, as suggested by the Fleischmann fommission (Fleischmann
‘Report, vél. 1, p. 68), might add considerably to the expense of the
procedure, and it would almost certainly arouse reseutmest on the

part of teachers and local school administratocs, who would interpret

it -~ correctly -- as a sign that they were not trusted. Lt is
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noteworthy that, in all three states whose experience we have
studied, the tests for TBF-were 1oc511y administered.

None of the three states has collected any evidence to show
how serious the disincentive effect or gcore manipulation really
are,br might be. Perhaps the concern about them 1s unnecessary.
There 13, after all, a countervailing force: the desire of teachers
and administrators to produce high scdres in order to demonstrate
" to thelr communities that they are doing their jobs well. Communities
might indeed be more pleased by risingrtést scores than they would
be dismayed by declining financial assistance. On the other hand,
particularly in districts with substantial numbers of 1low-SES
minority-group families but with power in the hands of the majority.
group == a common enotigh situation ~~ educators might evolve a
strategy of "compartmentalization”: preserving a group of low-
performing students as a basis for additional funding while striving
to improve the performance of the rest of the student body as a
demonstration of their Eompéienée. Unhappily, the culture provides
a convenient rationalization for such behavior. The low-performing
students might well be those from minority families, whose fallures
educators could attribute to deficlent family backgrounds sver which
they had no control. Once again, experiments with TBF should show
whether, or to what degree, any of the possible consequences of TRF

that hove been mentioned here would actually gecur in practice.




Criterion-referenced testing

glthough the effects of using varilous types of tests is another
issue demanding more evidence, there appears to be little reason to
expect that criterion-referenced testsz would solve any of the
problems in TBF that might arise from the use of norm-referenced
tests. Validityland aspeciall: reliability are the more questionable
in criterion-referenced.tests; there 13 even considerable lack of
ciarity about how they are to be measured (Millman, 1973; Popham
and Rusek, 1971). The question of cultural bias in the funding test,
as we have suggested before (see above, pp. 20-21), mighc'not be-
raised in a TBF program; but if it were, there is nothing in the
nature of criterion-referenced tests or test items that makes them
less vulnerable to this fault than are norm-referenced tests or
test items. (For a criticism of the possible bias in Michigan's
statewide criterion~referenced test, see House and others, 1974,

p. 14.) :h\

Furthermore, criterion-referenced fests probably would nor
prevent the very thing whose prevention Js supposed to be one of
thelr main purposes: invidiogi_gggpgxiﬁins among children. Nominaily,
a criterion~referenced test scdre compares a child's Performance

to an "objective standard” »ather than to anﬁet child's performan::e;

but it s easy enough to point out tHat one 11 has met the

zwe ugse this generic term to incliMe what are sometimes
distinguished as domain-referenced, cbjectives~refeXenced, decision«
referenced, treatment~teferenced, and content"referenced tesgts
(Sherman and Zieky, 1974, pp. 4- 3} ‘
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criterion standard while nis or her classmate hasg not. Invidious
comparisons can be made among school districts and states as well,
by pointing out, for example, that 75 perceht of the third-graders
in one have met the third-grade criterion in reading as against

50 percent in another. TBF actuglly promotes such compariéons, by
;;king public the proportion of children in an area who are classified
ass h;;ing "special needs" Jr ag being “educationaily disadvantaged"
by the t;;t criterion (Madaus and Elmore, 1973, p. 3016).

‘ in fact, as these obgervations begin to indicate, criterion-
referenced tests are not as different from norm-referenced tests as
they might seem to ﬂe from the definitional distinctions that are
sometimes made. They cannot be told apart "by simple inspection"
(Glager and Nitko, 1971, p. 654), and it may even be misleading to
clagsify a pest as being either ome or the other (Hambleton and
Novick, 1973, p. 162)}. Perhaps the most generally ;cceptable
digtinction would be In terms of the way in which scores acquire
meaning: norm—referencing giveé meaning to a perfarmance gecore by
relating it to the distribution of scores obtained by a defined Broup
of people, the "norming" group; criterion-referéncing gives meaning
to a score by reiakting Lt to what would he a perfect score on a
specifiad performance standard, the "ecriterion' (cf. flaser and
Nitko, 1971, p. A53; Hesgick, 1975, p. 957). Thus, 1t would be wmore

accurate tq speak of "erirerion-referenced interprecations" gnd

’ 3
"norm-raferenced interpretations” chan of two types of tests.

BThe "norm" co which reference is made 18 sometimes alluded to
as 1f ip wera necessarily the "average" or mean score, but actually
it may be any point in the distribution of scores. Hence, it might
also be better to speak of "distzibution~referenced” than of "norm-
referenced" interpretations. BHut in recognition ¢f the clumsinass
of that phrase, and in defegence to customary ussge, we shall continue
to use ‘norm-referenced.” 8 Ze
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However, any criterion must ultimately rest on some sort of judgment
(Millman, 1973, p. 206); the judgment is bound to take into account
what can "realistically' bé expected (Miller, 1974, pp. 34~35) or
what would be "useful" for a later si;uation (Miliman, 1973, pp. 208~
210), and "realism”" and "usefulness” are inextricably tied to a
perception of the normal performance-of a reference éroup.

This relationship is sometimes obacured by expressing a criterion
in terms of what children of a given age or grade ghould be able to
do rather than in terms of what they actually do. But it would be
futile to inaist that children in a certain grade "should” be able
to do what moat of them cannot do; no one would propose, for example,
that the criterion »f mathematics performance for first-gruders
ghould be the ahility to solve quadraric equarions. Conversely, ther;g
13 nothing to be gained by setting a criterion that the vaat majority
vi those to be tested could easily meef ~~ e&.g., for twelfth-graders,
the abllity to add two single~digit numbers. Pursuit of thiz line
of reasoning leads vo the conclusion that a criterlon, to be meaningful,
must baar some relationsnip to the actual distribution of performance
seares Anong children who are 1ike those to be tested.

Parhaps it 4a oot too much tn say thaq the chief differpnce
bertween . criterfon-referenced and A normereferenced Interprecation
is thar, }n the former, scores are related to a norm that 14 ofeen
unare icnlated, la arrived at impreasionistically, and s called a

' while In tha latter. scores are related to a porm that

]

"eriterion,'
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is expliecit, 1s empirically derived, and 1s called a "norm.” Or, in
the more moderate language of Sherman and Zieky (1974, p. 19), in a
test intended for criterion-referenced interpretation the decision
about the norm "will often precede or occur simultaneously with the
g:neration of {test] material, whereas it typilcally follows the
generation of maEerial in a norm-referenced sequence.”" Even this
difference can disappear when, as 1s quite possible, a criterion is
defined straightforwardly as a point in the distribubion of scores
ameng a specified group (Fremer, 1972; se; also Hambleton and Novick,
1973, pp. 161-162). We saw this happen in Michigan, where the
“performance objectives" of the TBF 1egi:}ation were translated by
tha MDE into "one year's [normal) growth." It also occurred in New
York when the PEP rusts were first developed; the "minimal competence
level" ~= a criteriun core =~ "was sat to corraspond to the percentile

»wlogest to the third stanine division of ehe distributions, which

happened to be the 23rd percentilo” (Flefuchmaon Report, vol. 1, p. 29).

ior I8 there any reason in principle why normative informatien cannot

"eriterion=

be supplied zbout the scores on 8 test designated as
referenced,"” and gome fest publishers de so (Knapp, 1974).

There are decision-making situations in which a cricerion~
referenced Interpretation uf 2 tegqh seore is more appropriate than
a nnré;refprrJCEd interpratation, but copgideration of the nature

of rhone sitnatiovna indfcaten thit, oddly enough, rhe allocation of

funds 14 just the sort of decision for which criterion-referencing
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is probably not appropriate. As Hambletop and Noviek (1973, pp. 162-
163) point out, "Norm-referenced measurement is particularly useful

in situations where one 1s interested in 'fixed-quota' selection,"
because the percentlle 1n 2 score distribution can be set to correspond
to the quota being sought. Criterion-veferencing, on the other hand,

1

1s useful where there is "a 'quota-t selection problem" -- that is,

where there 1s no need to limit "the number of individuals who can

4
"" If test scores are to

exceed the cut-off score or threshold ...
be used &8s the basis for allocation of funds, some sort of quota
would geem to be required, 1n order to allow contrel, or at least
estimation, of the size of the monetary appropriations that will be
needed. In other words, it is difficult to see how TBF could be
success}ully implemented without declaring in-advance the proportionm
of the pupil populatlon to be defined as having*extra educational
needs, and the score &t which that proportion is reached 18, in
effect, a norm,

Finally, the use of criterion-referenced score interpretations
for TBF purposesn couid well prove to be self-defeating. We suggested
earlier (asee above, pp. 21-22) thﬁt the impetus for proposing that
TBF rely on criterion=referenced '"tests' apparently scemmed from
the hope of avoiding the criticisms that have been divected at

norm-referenced tests. Holmen and Docter 1197., p. ®i}), howevar,

make the following pluansible assertion:

¥

ﬁFor a simjilar statement, see Glaser and Nitko (1971}, p. 653
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At the heart of the criticisms about tests and testing is
one fact ... Tests are often used as tools for the allocation
of limiced resources or opportunities. Put another way,
educational and psychological tests are frequently designed to
measure differences among individuals so that one person
receives a reward or privilege which another 1is then denied ....
Tests, therefore, are likely to stir strong emotions ...
While TBF 1s not primarily concerped with measuring differences among
individuals, it does obviously entail the allocation of limited
regsources among scates or school districts, some of which will receive

mo;e money than others, and consequently it can reasonably be expected
that the test upon which it depends -~ whatever it may be called =~
will "stir strong emotions" and arouse the same kind of opposition now
aroused by norm-referenced tests. TIn that conmection, it is worth
observing thatz no matter how criterion-rafereﬁced tests or test
scores way be construed, they would have many of the same attributes
and potentialicies that have been‘the objects of criticism of porm-
veferenced tests ~- that they are‘imperfezt predictors, that chey

are often assumed po measure innate characteristics, that they may
influence teachers' expectations of ctheir pupils, that they imply
there 1s & single right answer to every question, that cthey tend to
restrict educational change and flexibility, that they can distort

on individual's self-concept and level of agpiration, that they way

be used to organize homogeneous learning groups, and that they

invade privacy (Holmen and Docter, 1974).

The assuaptions of TBF

Sereral of the aswmptions associated with TBF can be questioned,

and 1t would seem well to explore them before embarking on largér-scale
R
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trials of the concept. One of these is that funds for compensatory
education should be'targn:ed precisely and exclusively to those

pupils who have the need for them, that o do otherwise amounts to
"regourke leakage" and is thus wasteful. Aside from the difficulty
of.;oing this, which has already been mentioned (see above, pp. 66~67),
it can be argued thﬁt the learning of low-gerforming pupils may be
ehhanced when they ave instructed together with higher-performing
pupils (for a review of the evidence, see Findley and Bryan, [1971]).
If chat 1is true, the use of compemsatory funds in such "integrated"
classrooms cannot properly be called "resource leakage™; it wohld
simply be part of the cost of compensatory educatiaon. From this point
of view, the provision of New York's PSEN program, that up to 30
perceut of the fun@s could be spent on otherwise inéligible pupils
where necessary to avoid performance-segregated classes, would be’
quite justified in pl::mc::i.pl.c.-.5

Another questionable assumption i3 that, because TBF is related

directly to a measure of educational outcomes, it 1s more likely to

1
-

5The same point could be made about the segregation of low=SES
pupils in IBF programs, but it 1s in a sense unnecessary to do so, . |
because that kind of segregation is generally regarded as undesirable,
angway, by virtue,of its social implications. Thus, the guidelines
for Title I projects in California included Ehe provision that "Title
I projects will ‘ot be approved if they (1) create special tracks for
the edseationally disadvantaged [who, by existing Title I rules, are
low-SES children); {2} egtablish adjustment, pre-grade or junior grade
classes for the educationslly disadvaniaged; (3) isolate Title I
children from the mainstream of school life for a period of time
greater than one~half of the regular school day" (quoted in Berke and

Kirst, 1572, p. 107). Because of the relationship between test scores

and SES, segrcgation hy 2bility would often riusult in a high degree
of segregation by SES.
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bring about the equalization of those outcomes than_is IBF 4& —
- - !

e ——

anaiogy'with_éiﬁgiigﬁag_iﬁ-;;blic health would Suggest instead that
dealing with low test scores after they have manifested themselves
may be a less reliable way of improving them than identifying the
circumstances which lead to low scores and counteracting their effects
before the effects appear. These circumstances are the ones that give
‘rise to the need for additional or compensatory educational resources;
and 1f they include the circumstances encompassed in the notion of
1ow_SES, then the second strategv describes the rationale underlying
the IBF approach. :

What this implies is that thé_;ssumption which 15 at the heart
of the TBF concept — viz., that test scores are the true indicators
of the need for additional education resources -~ also should be
carefully examineds A closer look &t 1t does indeed evoke.doubt
about its validiey.

In much of the recemt educational literature, an educational
need ha3 heen defined in terms such as "a condition in which there
is a discrepancy between.an acceptable state of affailrs and an observed
state of affairs” (Andersenm and others, 1975, p. 254), or, more simply,’
as a "deficit” (Glass, 1970, p. 46). This d;finition 18 consistent
with, and perhaps has even helped to produce, the TBF 'idea. If ane
average performance score is "an acceptable state of affaigs," then

a below-average score 15 ipse facto a discrepancy or deficit, and

heace an indicator of needs Conversely, an average score would be

”»
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taken to signify the lack of a discrepancy and thus the absence of a

need. A couple of hypothetical illustrations may serve to show that
this definition leads to conclusions that few people would be willing
to accept.

Suppose that a test of reading comprehension were administered

to 1,000 ten-year-old deaf children. The great majority ?f t hedMwould

]
score considerably below the average for ten-year-old children with

normal hearing, since the inability to hear is a serious handicap in
learning how to read. But suppose, ~— and it is not at all unlikély -
that a few of them, say five, performed‘at the average. One would
hardly conclude that deafness had nétrﬂeen a handicap for these five
children and that they therefore hqd no neé@_ﬁpr extra educational =
‘resources. Either of two othar inferences would be more plausibleT
(1) These children had already been getting extr; educatiopzl resources
in a highly'effective way, and that is wha. -mabled them to achieve
an average score. (2) If they had not beer, getting extra resources;
éhey had extraordinary capabilities whicq_had enabled them to over-
come the effects of their handicap so far =— and if they were now to
. recelve that additional help,‘they could presumably do even better.
In either cage, to deprive chese five children of‘extra help because
of thes “veragé 3cores would surely be widely regarded as an injustice
to them.

Fot a second illustrationm, suppoée that a test of achievement

in mathematics were given to two groups of eighth-grade children.

91t
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One group lived three miles or more from the nearest school, the
other lived within a block of the school they attended; the groups
were otherwise rimilar. Suppose -- and again, it ik not an unreasonable
Z; _ suppesition -~ that the mean score for the two groups were the same.
Here too, 1t would be unwarranted to ¢onclude that the childreo‘who‘
iived far Efoq school had no neeq fof troosportation services. Ratﬁer,
ié was probably the fact ohat thoy had been transported to school
which made their average achievement in mathematics bossible; or,
if the{ had not been t?ansoorted,.thef had unusual abiliciss which
< enablea them to leatn Latheootics on their owm. Perhaos they had
the help.og skilled p;reots. but few peopi; would contend that
children who live far from schogf‘odght to be required to rely
exclusively on‘toeir oarents for their %éucation. If schools help
chiloreg at all (or if schooling is boméulsofy), the principle of

|
equality demands that children who live far from one should be

brought there == even if, atter they get there, they perfarm as well |

i

~  as thelr classmates who walka..
\ Living at a great distance from school is a handicnp} we might
| call it the handicap of distance (or “impaired‘a0cess"). It is
different from deafness in that it is a sccially imposed and % soc ‘ally
I\ removable handicﬁp. %ociety has the optien, so to speak, of building
a schOol within nalkiqg distance of every child, ‘but it has decided |
that tha; iy too experlva in sreas of sparse population. Consequently.
it has "under~lnveste1“ in the educatibn of . wildren living in such
j

X
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areas, and .the principle of equality places sociegy uader an-obligacion
to make up for that under~investment. It does so by tranéporting
these children to school at public expense.

The definition of "need" which is implii}t in these illustrations
is "a requirement for extra resources ' to overcome or mitigate the
gféects of a condition adverse to Lea;pins." Deafuness and distance
are such p;nditiqns: to say Eh;t a child sufferé from a handic.p is
ro sa§ that the-ch;;d is in need, of special help. 1f a handicapped
child displays no performance deficit, it does not follow thatlthe B
child'had‘no unusual need; the inference, rathe;. 1s that the need,
the requirement for extra resources, nas at lea;t p;;tially ﬁgcn ?et.

Coming from a family of low SES may be viewed as another iypgi
of handicap. To repeat what®sas said at the outset of this stﬁdé'
(see above, p, 3), low-SES children are likalg to have_auffereésfrom
such educationally relevant didadvantages as “inadequate uﬁ:rition.

clothing, health care, and sheltar and space; a restricted range of

evperiencesi and peers and parents who provide liccle help in verbsl

development or other scholastic skills and who do not sffer models

»

of high aspirations.” In short, these children, compared to athers
of higher 3RS, have had relatively liccle Invested in them. Adapting
3 term employed by Levin and others (1971, pp. 198~199) and by

Benson (1972, p. 39), we may ¢all this the handtcap of "doficfens

Y
cariral embodiment.”
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When seen in this light, low SES would not be a Yproxy"” measure
of educational need; it would be the direct source of a need. The
generally low test scores of low-SES children would signify the
existence of a need, but they would be interpreted as the symptom of
a widespread ccndition, not as the condition itself. If gome low-SES
chilirenlachieve average kor "non-low") scores, the conclusion that
they have no special needs would be overly hasty. One of the more
likely meanings -- just ag in the case of the children tragsported
to schovl == is that thelr needs havé so far been.met, by..the
fpp%}cation of extrd resources to compensate for their deficient
capital embodiment. Jugtice and equality would seem to require that
these extra reéources continue to,be’supplied.6 To say that "there
would be no need for compensatory education if the correlation betwéen
socloeconomic status and achievement were reduced to zero" (Garms
and Kelly, 1970, p. Bll) would be analogous to saying that there
would be no need for transportation services if the correlation |
betwean diséance from schoél and achievement were reduced to zero;
the defect in the reasoning is that it may be the transportation
gservices which are responsible for the reduction of the correlation.

The same sort of logical slip may account for the interpretation

made of the previously cited finding by Glass (1970; see above, pp. 8-9)

6We assume here that additional resources can, if applied properly,
improve learning. This is by no means &n uncontested assumption, but
the weight of the evidence favors it; for some pertinent summaries,
see Benson (1972), pp. 29-33; Garms and Kelly (1970), pp. B7-B10;
Guthrie and others (1971), pp. 57-91. If additional resources cannot
improve learning, it would be difficult to make a case for either
IBF or TBF. .
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that about one-third of the chiidren in Title I schools had "no
critical needs for'compensatory érograms." Imagine a teacher in
charge of a compensatory reading program for 30 pupils. If ten of
these pupils are per?brming at an average level, and the teacher
feels they will continue to do so, the teacher might well say that
they have "mo critical neeés" for further participation. But that
could simply reflect the teacher's belief that the program they are
in, and the programs which preceded it, have met their needs (i.e.,

have been sufficient to compensate for deficient capital embodiment).

A reduction in funds for that school would be called for only if

" there were fewer puplls 1ike these coming after them -~ that is,

only 1if there were a change in the socioceconomic composition of its
stu@ent body.

If some 1;w-SES children have average scores and yet have not
h;d extra resources devoted to their education, it still does not
nec%ssarily mean that they have no need for those resources. Ome
other possible interpretation is that the schools they have attended
have concentrated whatever resources they do have on instruction in
reading and mathematics, Fhe subject areas usually being referred
to when "scores" are under consideration. If so, extra resources
would be réquired by their schools to improve their education in
the areas that have thus been neglected -- science, social studles,

foreign languages, and so on. Full equality 1s surely not restricted

to equality in reading and matheﬁatics; low-SES children ought to
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have che same opportunity as high-SES children to raise their
performance in other subjects as well. ‘

Another possibility, as.in the case of qt;er handicapped
children, is that low-SES children with average scores have unusual
abilities which enabled them to overcome their handicap without
additional help. (This would also be the ingi;pretatiod if the
test. had been one given'upén or before entry into.school.) Presumably,
1f such children were provided with additional resources, their
scores‘;opld be even higher, énd that result probably should be
regarded as a necessavy elegent of equality. Educational eéuality
can hardly be said to be complete if a high-SES cﬁlld of high abiliué
reaches a high level of achievement while a low=SES child of the
same high abilicy reacﬁes only an average level of achievement. Full
equality would require that children of the same ability be helped
to reach the same level of achievement, without regard to SES.?

It begins to appear, therefore, that the absence of a low score
may not be a sign of the absence of a need for‘compensatory educational
resources; and if that is so, the basic assumption of TBF, that test
scores are the true need indicators, is called into question.
Interestingl& enough, even some of the proposals for TBF seem to

contain doubts about it. We noted earlier (see above, p. 18) the

fear expressed by the Fleischmann Commission that, if allocations

7Th:l.s is not meant, of course, to deprecate the importance of
raising below-average scores to average scores, but only to say that
that is insufficient; it does not amount to the realization of full

educational equality.




-89-

3

were determined by scores on a test given subsequent to school entry;
districts would lose funds "just at ghe time when they ... have
discovered how to use them effectively.”" TImplicit in that concern
is the presumption that rising tesf scores would mean not that needs

were disappearing but that they were continuing and were beilng.met.

In H. R. 5163, allocations would have been based on the number of
low-scoring children and on the nugber of children who were students

in state-supported schools for handicapped or focr neglected or

\delinquent children or who were children of migratory agricultural

workers. Test scores of these latter categories of children were
not to be taken into account, which dimplies that their needs could
not be measured by their scores. Tt would not seem to be far-fetched
to think that the same reasoning could be applied to other children
whose handicaps may be less overt.

C e .

One reason why these doubts have not become more prominent may

be Qhat, as yas suggested above, they have been suppressed by the

"deficit"” or "discrepancy” conception of educational need. Another,

closely related reason, ﬁhicq perhaps particularly explains why they
have not surfaced during the implementation of the state TBF programs,
may be that children who are performing at the aQerage geem not to

be "problems.” They are "doing well enough by otdinary standards"
(Benson and others, 1974, p. 85), and ano one knows whether they

could do better. To an educational policy-maker or administrator

struggling with a tight budget, 1t can easily seem a correct course
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of action not to continue to devote additional resources to.the
education of average-performing children when there are so many
children who are performing below average.

This route to TBF, however, rests on at least three assumptions:
(1) that average performance is ''good enough" for low-SES children;
(2) that a reduction of r;sources for these children will not lead
to a decline in their performance; and (3) that high-SES child;en
with low test scores need additional educational resources. The first
two of these have al;eady be;n touched on, but the third bears further
consideration.

The beneficlaries of a change from IBF to TBF would be high-SES
children with ;ow test scores (or, mote preéisely, the states or
districts 1# which such children live)}. It should be clear that,
under either IBF or TBF,-compensatory funds would continue ¢ {iow
to loﬂysES children with low scores, since they ﬁould meet theqcriteria
uudeéﬁeither procedure. Bu? under IBF, funds are also allocated on
behalf of low~SES children who do not‘have Lm(.;cores; these children
would not meet the criteria of TBF, whereas hiéh-ﬁES children with low

scores would, and so funds would be diverted from the former to the

latter.8

8The net effect on a state's or district's funding would depend on
the relative sizes of the appropriations for IBF and TBF, the proportion
of children classified as '"low performers,” the relationship between
that proportion in the state or district and the proportion estimated
as being of low SES under the IBF provisions of Title I or the state

_ compensatory=education program, and, in the cage of state-level TBF,

the other provisions of the state aid formula (Levin and others, 1972,
pp. 205-206; Berke, 1974, p. 125). For an initial effort at calculating
the effects, among and within a few states, of basing Title I allocations
on test scores, with definitions of "low performers' at various points in
the score distributions, see Guthrie and others (1974). However, it is
not the magnitude of the effect which is of concern here, but only its
direction, which of necessity is away from low-SES areas and toward
high~SES areas.
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The question then arises as to the likelihood that the low écore?
) .Jf high=SES children will Ve raised by the infusion of additional
funds into the districts where they 1iée.
The answer 1s far from certain. TIn the first place, high-SES
families vary in their value preferences. Those with low=-scoring
children may have chosen to invest iess than other families in their

children's preparation for ‘and success in school, and it ‘cannot be

taken f;r granted that supplying additional funds to the districts
in which they live would alter their preferences or éheir behaviort
But sﬁpposg that the schools could make up for_this u;der-

“ investment, as we have assumed they could for under-investment among
low-income fam:l.l:l.es.9 Some analyses (e.g., Wade and othegs, 1975)
show that the median family income of a school district is virtually
unrelated to its per-pupil value of taxable property, which is the
major source of local revenue for educational expenditures. Insofar
as this 1s so, additional funds allocated on behalf of childrem with
low test scores would permit high-SES districts to incrggse their
expenditures, with the presumed effect of ralsing scores.” Other
analyses, however (e.g., Berke, 1972), show that high-income families

tend to live in districts that already have relatively high per=-

pupil expenditures, and in that case, it may be doubted that ehQPling

9See footnote 6 above.
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these districts to increasetheir expenditures still more would

bring about higher scores among their pup:l.ls.10 It 1s conceivable

&

. that, in such districts, low-scoring children have had the wrong

resources applied to tﬁeir education; the condition adverse to their
learning has been a type of teaching style or curriculum ot instructional
material or other component of schooling that has not been suitable

to their particular characteristics, and additional funds would

permit their schools to make a thorough search for more suitable

resources. But if that 1is so, then all districts need more funds,

not just those with a relatively high-SESlpopulation composgition,

" since the same kind of error is presumably made just as often in the

case of low-SES children.

All cthat can be said with confidence, then, is that before
assertions can be made about the potential effect of increased funding
on the performance of low=-scoring children of high~SES background,
more must be learned about the reasons for the low scores, and about
the extent to which TBF would stimulate increased expenditures for

schooling in high~SES districts.

‘The data base fox IBF _ I

The ambiguities thaé have become evident in TBF prompt a -

reconsideration of IBF, to see if 1its deficiencies can be overcome

o

lolt is also questionable whether the allocation of additional
funds to high~expenditure districts, particularly if this is done
at the expense of funds for low-expenditure districts, would meet
judicial standards of equity.
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short of abandoning it altogether. Nhile‘a comprehensive
veconslideration 1s beyond the scope of this study a few observations
may be in order.

ThHe problem of keepiqg the data base for féf'upito-date may not w
be as serious as has been éuggesped. Determining éund allocations
"ag 1f a 2l1-year-old man or woman were 3t111~in the second grade"
FQuie; 1973, p. 3) would not be so objectionable if the 2l-year-old
person for whom the funds were being provided in a given year had
since been replaced by a second-grader of the same SES. Major changes
in the socioeconomic composition of school districts probably do mot
take place in periods of less than % few yéars. Major changes in
the ralative proportions of low-SES people among districts probably
qakg even longer; if so, a'district wich greatef needs for educational

resources would continue to receive larger grants than a district

with lesser needs long after the originmal data were collected. This

~1s a conjecture that could and should be empirfgally investigated.

If current data are important, it might be just as easr for the funding _
1
agency to conduct a biennial sample survey of socloeconomlic status

in, each district as it would be for the agency to administer a test

biennially to a samp%g of pupils, and it would almost certainly be
less expensive.

Although we have been using the tefm "income-bagsed funding" for
proceéures in which allocations vary with SES, a question may be

raised about whether income -- which 1s a proxy for SES — is the
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most-qetisféctory measure of the many face;é of that condition. BReside
the issue of invasion of privacy, the educationally relevant aspects
of the f;mily environment arf not neceiéarily tapped by the gize of
the family income. A recent‘comprehensive roview of research on the
determinants of status (Halfe; and Portesyr29§g) led its authors to
conclude thaf "the status fate of youth may well hinge more on the
psychological than ou the economic support [parents] are able to
give them." {: ) -
» Perhaps a better measure of SES for purposes of aliocating
compensatory~education funds would be yvears of parental schooling.
Data gathered from 45 elementary schoois in New York state (Garms
and Smith, 1969) showed that average number of years of father's
schooling, or 6f mother's where fatHer was absent, could account
for nearly 45 pe;cent of the variance in third-grade test scores

(sum of thE’Jercent scoring below the fourth stanine in reading and

the percent scoring below the fourth stanine in arithmetic).ll

In a later application ¢f the same methodology to a largsr and more
representative sample of schools in the same state (Garms and Goettel,

1972), virtually the same proportion of test=score variance could be

llCitation of this kind of evidence in support of a measure
of need does not constitute a return to the assumptions of TBF. As
has been pointed out, low test scores can properly be regdrded as
a symptom of educational need; the problems with TBF are that it
seems to take the symptom for the source and to misinterpret the
absence of low scores. What is being suggested here is that the
source of educational needs can legitimately be sought among the
correlatas of low test scores,

1u5




- da

' _95_. - .. ".

L3 + . ) - +
accounted for by either- ayerage yeays of father's schooling or average
- - - +

years of mother's school:l.ng.l2 This proportion is rather less than

-

s the 65 percent of variance that could.be accounted for by all 30,
variables that were used, and less even'tign the 62 percent thaf
could be accounted ior by combinations of only the three most efficient
variable; (perqent of pupils from broken homes, percent living in

*

overcrowded housing, and average.years of mother's educa;}onji but
_what parental education alone iacks in predictive'power might be ”
*’/r;ade up for, in terms of its use as a fund-allocation instrument,
by its simplicity and precision of definition, objectivity,
availabiiity, and relative innocuousness as a subj ect ;f inquiry
when necessary. How much difference in the distribution of funds
would be caused by various measures of SES is,- again, a matter subject
to empizical investigation.
If parental education should prove to be an acceptable measure
of SES, a method 18 avallable for converting it into a new form of
IBF which would be consigtent with the concept of low SES as a
handicap fhat was presented above. Dugan (1969) has estimated the
amounts of capital embodiment in childreﬁ‘th#; are represented by .
different levelshgf parental education. The estimated amounts,

based on a measure of foregone income, generally accounted for 80

to 95 percent of the variance in pupils' verbal-skill scores,

e

12The relevant data are in Appendix D of Berke, Campbell, and
Goettel (1972). It is interesting to note that in the later srudy,
the assertion made in the earlier study, that SES was but a "second
alternative" o test scores, was not repeated.
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the score data being drawn from the Equal Educational Opportunities

Survey (Coleman and others, 1966). Furthermore, by calculation of

r

. marginal rates of substitution betwzen "parental educational services"
t - » »

and "school resources' (per-pupil expenditures, by state), he arrived

at "an indication of the amount of school resources rgguired to

1
»

elevate a_culturally deprived child to an achievement lewel comparable
to ‘the national norm" (Dugan, 1969, p. 146). With refineménts, this
technique might be used to”develop ratio indices for a funding f;rmula
® + {(for 4llustrations, see Levin and others, 1971). h
: , It might b; objectedwthat, if fundiﬁg-were aetérmined by parental_
? educational levels, school districts might be discou;aged from trying
to raise those levels, as thé? miﬁht otherwise do by, for example,
offering high;school equivalency courses, establi;hihg a community
college, or providing other kinds of contin;ing education for adults =--
i.e., another form of the disincentive effect. But 1f increased -
parental education enhances childr;n's iptitude and appetite for
iearning, most educators would probably welcome it as a factor making
their jobs eagier and more satisfying."mhe decline in funds that
.
vuould result ought not cause Jismay, because -=- -unlike the case with
rising test scores — the-ticed for the’fu;ié'wguld beféénuinely ]
declining simultaneously. ‘Another concern might be the possibility
'of deception, in the form of under-reporting by parents of their

! ~ e -
education, but that seems much lggs_likeIY“thﬁﬁ under-reporting of

income. Once more, the accuracy of these speculations could be °

studied in experimental situations. “
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Summary /
- .Analysis of some af the as vet untried solutions to problems

of TBF, and of some df the assumptions associated with it, reveals

L]

areas .that demand further thought and empirical investigation,
Testiné upon entry to school rather than in later grades may only
change the way in which the disincentive effect i3 manifested

instead of eliminating it. Manipulation of scores may be easier

than it has gseemed. The des:i.re/of teachers and adminisvrators to

;\.

\

1

comparisons as are norm-referenced tests.

demonsgtrate their competence by producing high gcores might be

sufficient to counteract the disincentive effeét and the temptation
. W

to manipulate scores, but evidence is lacking, .

There is little reason to believe that criterion-;eﬁeranced

»

tests would overcome the oppoaifion to TBF that it is thought may

arise from the use of norm-referenced tests. Criterion-geferenced.'

»

tests are just as subject to cultural bigs and to use in invidious

\

In fact, the two dre not

L

&ifferent kinds of tests so much as different ways of interpreting

test scores} and even the interpretations are not radically distinct,

since-a criterion is of neéessity Telated to a distributioﬁ of

L L]

scores. Moreover, criterion-reféreﬁced iﬁterpretations are éspecihlly‘
iqapprOpriate to dacisiOpwmakingzg£tuations n which the numbgr of
pupils'td:ba-p{ﬁced in aﬁcategory éust be limited, which seems to

be the case qu TBF. Finally,‘thgluse of criterion-reféren;ing fo¥
TBF purposes might well @rihg upgg it all the criticisms that have

»

hitherto been directed at norm-referencing.

»
13
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Among the assumptions of TBF that require further exploration
are that co&%ensatory-education funds should be spent exclugively

on studerzs who have extra needs; that TBF is more likely to equalize

the scores of different SES groups than IBF is; and, most importantly,

that test scores are true indicatofs of the need for additional

educational resources. The definition of “educational need" that
18 consistent with f;F dé?cribes it as a "discrepancy" or "deficit"
relative to a desired condition sﬁcﬁ as normal performance, leading
to the ;mplication that the absence of a low scor; signifies the
abh;nce of negd. This implication would probably be rejected by &
most people.ifqit were applied to children with handicaps like

deafness or resid;nce at a gceat distance from school. Additional

resources may QSye reduced the effects of their handicap, enabling
them to achieve higher scores than they might otherwise; but if so,
1t would seem that these resources, rather than being withdrawn if

the children”reach the a&erage, should continue to be-provided as

_ long as the handicap exists, in order to sustajin their higher

performance. Thus, a more generally acceptable definition of "need"
would be "a*requireme;t for extra résources to overcome or mitigate
the effects of a conéition adverse to learning."
b Low SES canfproﬁerly be viewed asrthe handicap of "deficient -
éﬁpital embodiment.”" In that light, it would itself bé the source
of neeés, not merely adprbxy measure of them. The low scores of

low-SES children would be interpreted as“the symptom of a widespread.
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need, rather than as the condition creating the need. Low=-S8ES
children with average scores would still need additional funds, to
allow improvements in areas of their education other than those
measured by the tést scores or to enaple those of high ability among
them to reach high, rather than simply average, levels of ébﬁievemenp.

: {
These results are necessary elements of the concept of educational

equality. )

TBF ;ould divert funds away from districts which have lonSES
children with non—low.scores toward districts which have high-SES
children with low scores. Present evidence does not yileld a clear

answer to the question of whether these funds would have thé effect

of raising the scores of the children on whose behalf they would

——

be allocated. s

The doubts about TBF lead to a reconsideration of IBF. The
data base for it may not becoﬁe obsolete as quickly as has been
thought, and it could be iept up~to~date fairly easily. Parental

education may be a2 more satisfactor& measure of SES than family

. income, and a technique has been developed which would relate it

to amounts of capital embodiment in children. It might contain its
own kind of disincentivé effect and an inducement for deception, but

these are probably less serious than either with an income measure

_or with TBF. However, these, too, are matters for further study.

1 : k] »
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