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Texas Educ t :ion Agency

November, 1974

STATE BOARD OF EDUCATION

STATE COMMISSIONER OF EDLICATO%

STATE DEPARTMENT OF EDUCATION

TO THE HONORABLE GOVERNOR OF TEXAS AND
MEMBERS OF THE SIXTY-FOURTH LEGISLATURE:

201 Eart Eleventh Street
Austin, Texas

713701

The following Public School Finance Plan for Texas is respectfully sub-
mitted for y7,ur consideration. The Plan is a special supplement to the
Recommendatons for Leoislative Consideration on Public Education in
Texas, November, 1974, and the Forty-eighth Biennial Report of the Texas
Education Agency.

The recommendations in this plan poInt to several aspects of the public
educational program that we feel need leg slative attention These
aspects include:

(1) expansion of the Foundation School Program;

(2) legislative establishment of a market value index;

(3) assignment of the local share of the Foundation School
Program costs in relation to each district's taxable
capacity as determined from a market value index with
provisions for equalization of funds above the Program;

(4) full state funding of the Foundation School Program and
expansion of local enrichment opportunities if market
value information is not obtained; and

(5) phased implementation of improvements in the financ ng
of public education in Texas

Your consideration is necessary for implem.entation of these recommenda-
tions and is respectfully requested. The Board, the Commissioner of
Education, and the staff of the State Department of Education will be
glad to provide further information and counsel on any of these matters
to the Governor or to any member of the Sixty-fourth Legislature.

Ben R. Howell, Chairman
State Board of Education

'An &war Oppor un: Employer-
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1NTRODi FION

In 1973, Ehe State Board of Education developed and submitted to the Governor,
the Sixty-third Legislature, and the general public a Public School Finance
Plan. THe Board assigned the principal responsibility for the school finance
study to a special committee. This State Board of Education Committee on Public
School Finance began its work by considering the scope of public school educa-
tion needed and wanted in Texas -- the populations to be served, the programs_
and services to be offered, and the elements of quality desired, The level of
funding to support the program and the method of financing were then determined.

Three a,ternative plans for improving public school education were consider@d
by the Committee before the decision was made to recommend: (1) full imple-
mentation of the COO ondo ucc O the Governor's Comzittee on Public School
Education; (2) development of a weighted pupil approach to finAncing public
school education; and (3) development of an expanded Foundation School Program,
During the months of intensive study, the Board also worked with other concerned
citizens and organizations in Texas to establish a common base of information,
to coordinate efforts, and to share information,

The Board Committee worked on this study for nearly a year before submitting a
tentative plan For Soard corderation in November, 1972. Following broad dis-
tribution, public involvement and response, and review of other plans for fi-
nancing public education, a final plan was adopted by the State Board of Education
on February 10, 1973.

For the past several months, the State Board of Education Committee_on Public
School Finance has been reevaluating and revising this plan. This Committee
recomm.ended that several of the specifics of the plan be updated to reflect
Current district practice and other considerations.

Both the 1973 plan and this revised version build upon the strengths inherent
in the foundation concept and incorporate other features including:

(I) expansion of the present Foundation Program to a level providing
an adequate basis of support;

(2) assignment of the local share of the Foundation costs in relation
to each district's taxable capacity as determined from a market
value index with provisions to move to full state funding if
market value information is not obtained;

(3) expansion of school district capability to enhance and enrich
the Foundation School Program and equalization of such capa-
bility if market value information is available; and

retention of debt service and capital outlay as a local respon-
sibility=

6
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The Board has also recognized responsible educational governance as a factor in

the determination of educational quality and the method of financing public school

education. Recommendations for this area have been made in a separate legislative

recommendation supplement.

The S te Board of Education has long recognized the need fer improving the fi-

nancir4 of Texas public schools. Evidence of this concern can be seen in the

Board's recommendations for legislation submitted over the years. Change in fi-

nancing is inevitable. The State Board of Education.proposes_one plan for change
and, in its opinion, a plan which would provide the quality of education desired

for.Texas. Each of the twelve recommendations of this plan is followed by a brief

explanation and justification. A complete list of all the recommendations is sum-
marized in the following pages. An alternative set of recommendations is also

offered in the event that the Legislature does nnt authorize the development of

a system for obtaining market value informtion.

The Board recognizes that this plan is one of many school finance plans curr_ntly

under development by both public and private groups. In recognition of this fact,

the Board encourages all study groups to participate in mutual review and identi-

fication of the vital issues in the financing of public school education in Texas.

7
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Sr. I IEN1

RECOMMENDATION -41

Presently authorized increases in the Fcurdation School Program should be fully
implemented according to schedule. Kindergarten bilingual uHcation along with
any increases in the Foundation School Program enacted by the ''h Legislature
should te incorporated into the prcAram recommended in this rep,:.t.

RECOMMENDATION

Average daily attendance for sta aid purposes should be calculated on the
basis of the best four six week, best three nine week, or t9st two twelve week
reporting periods.

RECOMMENDATION q

Staffing allocations for regular program personnel should be improed.

Classroom Teachers One regular classroom teacher for each 23 ADA
or major fraction thereof for districts with more than 156 ADA.
Allocations for smaller oistricts and for vocational and special
education should remain as in current law. For kindergarten
through third grade, the actual ratio within the district of stu-
dents to teachers should average 20 students (ADA) per teacher.
Teachers allocated under the Foundation School Program should be
required to perform teaching duties, as defined by the regulations
of the State Board of Education.

2. Special Duty Teachers - Up to 15 percent of the allocated class-
room teachers may be designated as special duty teachers and
paid accordingly.

3. Aides - One aide for every 10 classroom teachers, allocated among
three pay grade levels, subject to percentage limitations.

4. Counselors - One counselor for each 1,000 students in average
daily attendance or major fraction thereof allotted under policies
established by the State Board of Education.

Supportive Professionals - One unit for each 275 ADA for districts
with 1,000 ADA or more. Three units for districts from 500 to 999
ADA. One unit for districts with less than 500 ADA with an accred-
ited four year high school. These personnel should be_allocated
among pay grades on the basis of maximum percentage allocations.
Separate allocations for supervisors and special service personnel
should be replaced by the new.formula.

6. Principals - One unit for:the first 15 CTU and one for each addi-
tional 25 CTU with no credit for fractions. Principal units should
be divided between head principals and assistant principals. A

district with an accredited four year high school and fewer than 15
CTU should be permitted to use one CTU as a part-time principal.

7 Superintendents - One unit for each district operating an accred-
ited four year high school (current formula).



Staffing Flexibility - The Commissioner of Education, subject to the

policies of the State Board of Education, should be permitted to allow

flexibility among the categories of personnel allocated under the

Foundation School Program for purposes other than vocational and special

education. However, flexiblity shall not increase the level of spending

under the Foundation School F:ogram.

RECOMMENDATION #4

Allotments for operatino costs other than professional salaries and transportation

should be based on $175 per ADA. Present operating allowances for the support

of vocational education, special education, and bilingual educatiOn costs should

be continued. A basic allotment of not less than $3.00 per ADA should be pro-

vided to support the acquisition of printed and audiovisual materials -tor the

Learning Resources Centers.

RECOMMENDATION #5

Formlas for the transportation allotment should be increased by approximately

$800 per bus route. The present formula for the provision of special education

transportation should be mintained aL S150 per eligfble student transported.

RECOMMENDATION

Expenditures from Title I of the Elementary and Secondary Education Act (ESEA,

Title 1) for educationally disadvantaged children residing in high concentration

areas of low income families should be supplemented by a state allotment of $100

per pupil.

RECOMMENDATION #7

The Legislature should adopt a system for the determination of estimates of the

market value of taxable property in each School district in the State, and for

the establishment of an,index of such values.

RECOMMENDATION #8

The Foundation School Program should be financed from a combination of state and

local funds. The local share of the cost of the Program should be determined by

the application of the equivalent of a $.25 tax rate per $100 of market value of

taxable property for the State as a whole. Thus the lecal fund assignment of each

district should be determined by the application of the same rate to the index

estimate of the full market value of taxable property in each district. The State

share of the Foundation School Program should continue to be guaranteed.

9



RECOMMENDATION

An enrichment program should be established which would guarantee each district
$300 per ADA in additional revenue for an additional local tax effort of $.40
per $100 in market value.

For up to the first $100 per ADA of such revenue, the district would levy the
equivalent of a tax rate not to exceed S.10 per $100 of the market value of
taxable property in the district. Guaranteed state aid would be supplied to
those districts unable to raise $100 per ADA by the application of such a rate.

For up to the second $200 per ADA of such revenue, the district would levy the
equivalent of a tax rate not to exceed $.70 per SlOC of the market value of
taxable property in the district. Guarar7eed state aid would be supplied to
those districts unable to raise $200 per ADA by the application of such a rate.

RECOMMENDATION #10

The basic financial support of the regional service centers should be increased
by $1.00 per ADA fur total of $3 00 per ADA.

RECOMMENDATION #11

The computer services allocation for regional service centers should be incor-
porated ,,(nder a broader allocation for information services, including financial
support for computer processing on a statewide network, the development of a
common core of educational data, the provision of communication services, the
provision of technical assistance services, and central administration.

RECOMMENDATION #12

Any revision in present school finance formulas should be phased in over a four
year period beginning in 1975-76. The full plan would be operational in 1978-79.

10
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A I LIMIC 11001. FINANCE PLAN FOR I F-XAS

Four basic principles should govern the future of public school finance in Texas.*

(1) Guaranteed funding of the state's share of basic educational
opportunity for all children must continue to be a key ele-
ment of any school finance plan.

_ Local taxes should continue to be used in the district collec ed.
The capability of each local district to enhance and enrich s

own progrdm above the state basic program must be preserved.

(3) The control of the local district and the administration of such
funds available to that district should be vested in the citizens
residing within that district, retainina the concept that decisions
are best when made as close to those affected as practicable. This

will require responsible district organization and financial struc-
ture.

(4) The allocation of state funds shall give consideration to the ability
of the local school district to provide local tax and other revenues.

The proposals contained in this report are keyed to the fulfillment of these prin-

ciples. Changes in the Foundation School Program formulas are recommended in the

following areas: staffing allocations, operating allowances, transportation, com-

pensatory education, and financing. Other recommendations include continuation of

authorized increases in the Foundation School Program, provision of enrichment

funds, regional service center financing, and a phased implementation of proposed

changes.

These changes would require a revision of the chapters of the Texas Education Code

which define the Foundation School Program. Other aspects of public school fi-

nancing in Texas, including distribution of the Available School Fund, the free

textbook program, and teacher retirement would not be changed by these recommendations.

Proorarn Allottne its

Authorized Increases

Present statutes authorize substantial increases in the Foundation School Program.

In addition, the State Board of Education has adopted a separate recommendation to

extend bilingual education to kindergarten.

RECOMMENDATION #1 Pte4eatty autiwttized inctteazu in the Foundation ....c.too_

Pkogaam Ahmed be 6atey imptemented accotding to Achedide.

Undetgatten bitinguat education, atong cal:th any inetea4e4

in the Foundation Sehmt Papg4am enaced by the Sixty-
OdAth Legi4tatute,4houZd be ineotpohated into the pkog/Lam

neeommended in thio 4epoAt.

*Adopted by the State Board of Education, Febr Jry 12, 1972.
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Present legislation authorizes increases in support for five !Epecific areas:
salaries for professional and paraprofessional personneL kindergarten edJca-
tion, special education, vocational education, and bilingual education. The

following table compares the 1974-75 levels of these programs ith the projected
1978-79 levels.

TABLE I. AUTHORIZED INCREASES IN THE FOUNDATION SCHOOL PROGRAM
(in millions

ITEM 1974-75 1978-79 INCREASE

Regular Progra 51,111.9 £1,104.1

Kindergarten 46.4 71.0 24.6

Vocational Education 97.2 139.3 42.1

Special Education 191 778.5 87.7

Bilingual Education L.1 10.0 8.1

Salary Increases* 166.8 166.8

Other Costs 27.7 44.1 16.4

TOTAL COSTS 51,475.9 £1,813.8 '5337.9

nvolves all programs

The authorized increases indicated in Table I will provide for desirable program
expansions in_kindergarten, vocational educa ion, special education, and bilingual
education. Although full implementation of the present provisions of the minimum
salary schedule will increase the salaries of educational personnel, Foundation
Program salaries are falling further behind the district average salaries and are
not keeping pace with the rising cost of living in Texas. Therefore, salaries for
educational personnel under the Foundation Program should_be increased to realistic
levels which take into consideration local district practice.

Calculation of Averaie Dail Attendance

A school district's average daily attendance (ADA) is the basis for staff alloca-
tions under the Foundation School Program. The ck..ulation of ADA is currently
made on a 180 day or nine month basis. That is, an attendance count is taken every
day, and the count for the entire year is divided by the number of days in the school
year.

RECOMMENDATION #2 Avenage dai.ey attendance showed be cacatated on the
bazia 06 the beat OWE 4iX week, beat thtee ntne week,
olL best two twelve week tepoAting

12
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A number of factors beyond a district's control may influence its ADA, For example,

periods of illness and inclement weather ma" significantly reduce a district ADA

and thus th.e allocations under the foundat:on Program. This recommendation would

negate the effects of such factors. Statewide, the ADA and thus Foundation School

Program costs would be increased by approximately one percent, or $15 million in

1975-76.

Staffing, Allocations

Of substantial importance in the operation of school districts is the allocation

of regular program staff under the Foundation School Program. Allocation of staff

under the Foundation School Program is based on formulas, some of which are keyed

to ADA and others to the number of classroom teachers employed under the Foundation

School Program formula. The recommended changes in the staffing formulas are gen-

erally designed to align the Foundation School Program with average district

practice.

RECOMMENDATION #3 Sta66ing ateocation4 "Leg

showed be imployed.

Classroom
Teachers (CTU)

2, Special Duty
Teachers

Teacher Aides
and Educational
Secretaries

4. Counselors

CURRENT FORMULAS

-1 CTU for each 25 ADA
-Lower ratios for districts
with less than 488 ADA
-Personnel allotted may be
used for administrative
purposes

-No provision

1 teacher aide for each
20 CTU

-1 counselor or supervisor
for the first 40 CTU, and
1 for each additional
50 CTU

-Separate allocations for
vocational education and

special education

8

STATE BOARD OF EDUCATION
RECOMMENDATION #3

-1 CTU 6o4 each 23 ADA
-Lowet 4atia 6o/r, te44 than

156 AVA
-Mandate K-3 tatiO 06 20/1
likam 4tate and tveaL 6und4

-Teacheu mu6t petliotm
teaching dutie4

-Up to 15 pOlment o the
ateotted aa.64440m teaCheA4
may be de4ignated az 4pacia2
_dii.ty teaeheks and paid

aceoltoUngty

-1 secxetaay 04 aide o_ each

10 CTU. The.se LuatA wowed

be attocated among thAee pay
gtadeh zubject to petcent

Umitation4

-1 cOun6egOt Sot Oath 1,000 ADA



5. Supportive
Professionals

6. Principals

CURRENT FORMULA

-1 special service unit
for each 20 CTU (inclu-
ding librarians, school
nurses, school physicians,
visiting teachers,_and
itinerant teachers).

-1 counselor or supervisor
for the first 40 CTU, plus
one for each additional 50
CTU

-1 full-time and one part-
time principal for the
first 20 CTU, plus I full-
time and 1 part-time prin-
cipal for each additional
30 CTU

7. Superintendents -1 superintendent for each
district operating an ac-
credited four year high
school

8. Staffing -Limited to special service
Flexibility units

STATE BOARD OF EDUCATION
RECOMMENDATION #3

-Cutkent 4pec202 4eAvice posi-
tions, lotto supekvizoks, pLa
insttuctionat adininiztAative
o6Siceio aZZatted at 1 unit/
275 AVA, with diZtAict4 be-
tween 500 and 999 AVA Aecciv-
ing 2 anit4, di6tkict4 .4matEek
than 500 ADA aeceiving 1 unit

-1 unLt 60A the it.at 15 CTU

-1 unit lion. each additional
25 CTU

uni,t4 divided be-
tween head pkincipal4 and
assiztant pt4ncipal4

-Same co pkesent 6okmula

-The COMMt46 Vnet o6 Education,
zubject to the policies the
State Boa44 o6 Education, may
allow gexibility among the
categotia 06 peuonnel allo-
cated undek the Foundation
School PAogum 6ot putpose6
othet than vocational and
oecial education. Howevet,
Atexibility zhatt not inekegue
the Levet 06 4peAding anda
the Foundation School 1,9togitam

Classroom Teachers - Of the almost 14,000 professionals employed above the Foundation
Program allotments and paid from local funds, more than 8,500 are classroom teachers.
Adoption of 23/1 or the state average ratio would add about 8,400 classroom teachers
to the Foundation School Program. The estimated cost of such a change would be $77
million in 1975-76.

Under the proposal, all teachers allotted under the Foundation School Program would
be required to perform actual teaching duties. In addition, as a method of reducing
class size in the primary grades as a requirement for receiving Foundation Program
funds, districts would be required to have an overall ratio of twenty pupils per
classroom teacher paid from state and local funds for kindergarten thrOugh third
grade.

14
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Special Dutt Teachers - The allocation of funds for special duty teachers is

designed to provide an additional pay increment for such personnel as depart-

ment heads, team teaching leaders, and sponsors of student body activities

including coaches. Districts would submit information to the Texas Education

Agency to verify actual employment of such personnel.. All teachers employed

under the Foundation School Program would be required to perform actual teach-

ing duties. Under the proposal, approximately 16,000 special duty teachers

would be funded at an added cost of $8.6 million in 1975-76.

Aides - In 1973-74, 4,492 regular program aides were allotted under the Foundation

School Program compared to over 10,000 actually employed. A reduction in the

formula for aides from one for every twenty teachers to one for every ten teach-

ers would result in approximately 5,800 additional aides being allocated under

the Foundation School Program, at an additional cost of $25 million in 1975-76.

Aides could be used either in the classroom or as secretaries.

The Foundation School Program salary provides for three levels of aides of which

only Aide I is presently funded. Use of all three levels would allow compensa-

tion for an expanded list of duties including working in team teaching activities,

assisting in drill activities, and performing as an assistant teacher or educa-

tional secretary.

COmmelors - Current allocation formulas provide one regular counselor or super-

visor for the first 40 classroom teacher units (1,000 ADA) and one for each

additional 50 classroom teacher units (1,250 ADA). Under this provision, school

districtS employed 1,332 counselors in 1973-74. In-addition, 681 counselors

were employed under vocational and special education formulas. School districts

also employed 320 counselors from local funds.

Under this recommendation, all counselors would be allocated under the formula

of one unit for each 1,000 ADA. The current provision in the law for cooperative

units for districts with less than 1,000 ADA would be retained. Approximately

2,500 counselors could be allotted under this formula, at an added cost in 1975-

76 of $6.4 million.

$4Pportive_Profe als - Texas school districts employ a wide range of support-

ive personnel such as supervisors, central staff personnel, nurses, librarians,

and visiting teachers. Approximately 8,000 such personnel were employed in 1973-

74 compared to 5,000 provided by the Foundation School Program. The proposed

formulas would provide approximately 9,000 such units, at an added cost of $49

million in 1975-76. Existing limitations on the use of pay grades under the pre-

sent salary schedule should be reduced. Decisions for personnel to be employed

would be primarily the responsibility of the local district, with overall percent-

age limitations on the number of personnel employed in each pay grade established

by statute.

Principals - This recommendation would replace the_current separate allocations

for full-time and part-time principals with a single allocation for principals.

An analysis of the part-time principal units indicates that most are actually

employed as full-time principals either as_head of a campus or as an assistant_

principal. Adoption of the proposed formula would increase allocated principal

units by 1,500 at a cost in 1975-76 of $22 million.

15
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Staffing Flexibtli_ty - The modern school district represents a complex organiza-
tional enterprise involving the employment of hundreds of personnel in a vast
multitude of jobs. School districts with the capability to administer such
programs should be entrusted with a greater degree of flexibility_in the manage-
ment of staff than provided under the regulations of the present Foundation
School Program. With this capability the school district would be able to use
allotted personnel to meet the specific instructional challenges which the stu-
dents of that district present to the local administrator and local school board.

Realistic Allowances for Other Costs

Operating Allowances. Beyond support for professional salaries and personnel,
the district must be provided with adequate allowances for other operating

costs. Districts are currently allocated $660 per allotted teacher unit (reg-
ular, vocational, and special) for expenses other than the payment_of professional
sablries and transportation costs. There is no Foundation School Program support
at present for Learning Resources Centers. An abbreviated list of the components
of the school budget which fall into the operating cost classification includes:
salaries of non-professional personnel, materials and supplies, library books,
utilities, plant maintenance, and fixed charges including insurance costs.

RECOMMENDATION #4 koThiet4 ot opeuzting c06,0 othet than rota-

6cs,sionat 4caaltie4 and tunoottati.on .ihoutd be

ba6ed on $175 pet ADA: FoltmataA oeciaZ
ateocation4 60t_the -suppott o6 vocation-oZ ed-
ucation, 4peciaC education, and LIZZinguat.educa-
tion eo4t ,shoutd be continued. A ba.6.ic ateotment

0,6 not Ze4A than $3.00 pet ADA 4hoad be p4o-
vided to bappott the acquizition o6 ptiated and
audiovizuat mate4iato 60t the Lea/ming Re4ouitce4

Centeu Pkog4am.

The Foundation School Program allowance for operational costs currently provides

less than 22 percent of the actual costs of operation. In 1972-73, the estimated

total cost of these items from state and local funds was $363 million, compared

to $77 million allotted under the Foundation School Program. On a per student

basis, this means that the mandated program supplied an average of $31 compared to

$145 actually expended. Recent inflationary pressures will increase this figure

to at least $175 per student by 1975-76. The failure of the Foundation School

Program even to approach the actual cost of operation in most school districtS

rests on two considerations. First, increases in the formula allotment since

1949 have failed to keep pace with the rising cost of providing adequate opera-

tional support for the school district. Second, operating costs have increased

dramatically as a result of factors outside the purview of the local board.

Placement of school employees under the minimum wage law in 1966, the recent in-

crease in minim= wage, rising insurance-and utility rates, and recent rates of

inflation have increased the cost of school operation without local school board

participation. The added cost of this recommendation would be $362 million

16
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in 1975-76. Although the cost is significant, adoption of this _ecommendation
will do no more than bring the Foundation School Program in line with the aver-
age cost of operation in school districts.

Transportation. For most_districts, the transportation of students residing more
than two miles from school constitutes an additional cost factor. The present
transportation formula, last increased in 1970, provides funds for each bus route
transporting students more than two miles from school. Adjustments for the size
of the bus, road conditions and the length of the route are also incorporated.

RECOMMENDATION #5 Fotmutas .6ot the ttanspottation attotment Ahootd be
incteased by apptoximatay $800 pot buz toute. The
ptue4mt Aotmuta 604 the pkovi4ion 06 vecia education
ttanspottation showed be maintained at $150 pet etbte
student ttan4potted.

The proposed increase for transportation rests upon three factors currently influ-
encing the future cost of school transportation. First, the price of school buses
has risen by more than 20 percent since the last adjustment to the transportation
formulas in 1969. Second,_new Federal government regulations now require periodic
training of bus drivers. Finally, new safety regulations will require the purchase
of specialized equipment for school buses. The additional cost of the recommenda-
tion is estimated to be $7.0 million.

Compensatory Education. The Governor's Committee on Public School Education, the
Texas State Teachers Association, and the Texas Association for Supervision and
Curriculum Development have all indicated a need for a state supported program
of compensatory education. State funding is needed because preSent funding under
Title I of the Elementary and Secondary Education Act of 1965 does not provide
adequate funding for the types of services required.

RECOMMENDATION g 6 Expenditutes 6tom Titee 1 o the ECementaty and
Secondaty Education Act (ESEA, Titte 1) liot edit-

cationatey disadvantaged chadten taiding in hig_
concentkation atea4 o6 -Cow income 6amitiez zhoutd
be suppiemented by a state atCotment oA $100 pet
pLLpLL

Compensatory education programs which have shown positive results have been those
that involved a significant concentration of dollars above the funds expended
in general education programs. Title I of ESEA provides approximately $180 per
child from low income and/or AFDC (Aid to Families with Dependent Children) families.
The recommended $100 per Title I child state supplement would bring the level of
support to $280 per child. The cost of this recommendation would be $64 million.
Allocation of these funds to districts would depend on submission of a coordinated
plan for the use of Title I and state compensatory education funds to the Texas
Education Agency.

Financing The Program
The recommendations to improve the content of the Foundation School Program would
provide a major improvement in the mandated level of educational financing through-
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out the State. Completion of this plan requires that two additional subjects

be addressed. First, the financing of the Foundation School Program, a subject
of major controversy for over 20 years, muSt be resolved. Second, a method for

equalizing resources above the Foundation School Program must be established.

Critical to the resolution of these questions is the determination of the tax-
paying capability of each school district in the State. For 25 years, thl
Foundation School Program has been firanced through a combination of state and

local funds. During this period the relative ability of each district to fi-
nonce education has been measured by the Economic Index-County Tax Roll method.

The Economic Index, a conglomeration of factors (including a variety of types of

income, county assessed values, and numbers of students) used to measure the
ability of each county, is essentially unrelated to the basic source_of local
district revenues -- the local property tax base. The county tax roll), used

for the determination of intra-county assignments among school districts, is
generally acknowledged to be inadequate both in terms of administration and
coverage of taxable values. The entire approach is further complicated by the
application of a series of special "credits" to the local fund assignment.
Rather than improving the capability of the system to measure local ability,
these credits appear to make the system even less related to the actual tax-
paying capacity of the district.

As long as the present system of determining local ability has existed, research

studies have pointed out inequities in the system and recommended that the market

value of taxable property be used as the sole means for the determination of local

abi!ity. Studies and recommendations have been made by the State Board of Education,
the Governor's Committee on Public School Education, the Texas Research League,

the Senate Committee on School Finance, and others including most major educational

organizations,

RECOMMENDATION #7 The LegistatuAe shout4 adept a 4yAtem Sox the detaminatZon
06 e4timate4 oi the maxket va.ette oS taxabZe pkopeaty in
each 4choo t. d-Uttict in the State, and Sot the eatabLZAhment
06 an index o6 such vableA.

The market value of property in each district may be estimated through one of sev-

eral devices including ratio studies, sample appraisals, or statewide assessment

of property. Several groups including the Legislative Property Tax Committee and

the Texas Advisory Commission on Intergovernmental Relations have research3dAhe

development of such a system as recommended. While this system is being iMple-

mented, a set of market value estimates such as those now being produced by the

Governor's Office for Educational Research and Planning could be used. The

LegisTature must act on this crucial issue in order to provide for the financing

system which has been recommendeC Without this determination, the State will

have no viable measure of the ability of the school district to support education.

Financing the Foundatioa School. Program

if possible, the historic state-local sharing of the cost of the Foundation School

Program should be continued. For over 23 years, this partnership has performed

an important equalization function in the financing of public school education in

Texas.
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RECOMMENDATION #8 The Foundation School Ptogtam 4hoofd be 6inanced 6tom
a combination o6 state and tocat.liundz. The local shake
o6 the cost v6 the Ptogitam 4hould be determined by the
application o6 the equivalent o6 a $.25 tax tate pet
$100 o6 matket value o6 taxable ptopeaty iot the State
az a whoZe. Thu4, the local icund assignment o6 each
disttict should be determined by the apptication o6 the
same tate to the index estimate 06 the &at matket value
o6 taxable ptopetty in each disttict. The state shate
o6 the Foundation School Ptogtam 4houtd continue to be
guatanteed.

Advantages of a Market Value Ap roach. Application of a tax rate on the calcu-
lated market value o: taxab1eproperty will provide relief from two of the
inequities of the present financing system. First, the lotal fund assignment
will be based on the resources which the district has the ability to tax. Second,
the local fund assignment tax rate will be independent of the increasing cost of
the Foundation School Program. The local share of the Program will grow only
with the increase in the value of taxable property throughout the State, currently
estimated at seven percent per year. Upon full implementation in 1978-79,_it is
estimated that such an approach will yield a local share under the Foundation
School Program of $465 million compared to about $331 million (1978-79) under
the present financing formulas.

Financing Enrichment o Foundation School Proeram

As long aS Texas has had public education, communities have had the ability to
finance a program at a higher cost than the basic program of the State. This
capability to enhance and enrich local programs must be not only preserved, but
expanded. Local control of the cost of education can be maintained only if ade-
quate opportunities for enrichment are provided.

RECOMMENDATION #9 An entichmant pugtam 4hauld be established which woutd
guatantee each disttiet $300 pet AVA in additional
tevenue 6ot an additional local tax e66ott o6 $.40 pet
$100 oiS matket value.

Fot up to the 64144t $100 pet ADA o6 such tevenue, the
dact mould Levy the equivalent 1)6 a tax aate not
to exceed $.10 pet $100 06 the matket value o taxable

ptopetty in the dizttict. Guatanteed 4tate aid would
be supplied to those distticts unable to tai4e $100 pa
ADA by the application o6 4uch a tate.

F04 Up tO the second $200 pet AVA 6 such tevenue, the
distAict woutd tevy the equivalent 06 a tax tate to
exceed $.30 pet $100 6 the matket value 06 taxable
ptopetty in the disttict. Guatanteed state aid woutd
be Supplied to ho4e diAtact6 unable to Abase $200
pet AVA by the appLLcoZLot o6 4uch a tate.
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E ualization of Local Leewa 0 ortunit . Under the present financing system,
substantial opportunity for local enrichment exists for many districts. Howeve
districts without substantial taxable resources are often unable to meet the
expectations of the local community within a reasonable tax rate. If information
relating to the market value of taxable property is available, the approach rec-
ommended above will maintain and expand enrichment of the Foundation School Program,
while at the same time providing those districts with low property wealth a sub-
stantially equalized opportunity to raise funds above the Foundation School Program.

At the present time, state average enrichment of the Foundation School Program is
$231 per student compared to the recommended $300 equalization level. Districts
could choose any spending level up to $300 per student over the Foundation School
Program provided they levied an appropriate tax rate on market value. Since this

program would be optional, no district would be forced automatically to levy a
tax rate above the basic Foundation School Program rate equivalent to $.25 per
$100 of market value of taxable property. Any district could, of course, raise
funds beyond the $300 per student equalization level from local sources only.

m act on Other School District Revenues This plan does not address the financing
of debt service and -capital outlay. The financing of community services, such as
adult education, as well as food service and student body activities are also not
included in the plan. Additionally, the plan gives no consideration to the use
of nontax local revenues or federal funds.

Full State Funding Option
The preceding recommendations are made in full awareness of the problems of ob-

taining market value information. Although many other states use this form of
ability indicator, all of these states have state agencies charged with the
responsibility of collecting and verifying the proper valuations of property;
Texas ha no such agency. Most of these states have one tax roll per county;
Texas has almost 1,000 school tax rolls in its 254 counties. Most of_these
states have a workable definition of "taxable property"; Texas, in effect, has

no definition. Most of these states have a documentary stamp tex or some other
method of recording the sales of property; Texas has no such instrument. Rec-

ommendations for the creation of a market value index have been contained in
virtually every major school finance study completed in Texas since 1925. To

date, none of these plans have been adopted by the Legislature.

As a result of these obstacles and the history of past failures of attempts to
implement a market value index, the State Board of Education proposes an alterna-
tive plan to be used if the Legislature fails to enact a method for the determina-
tion of local taxpaying ability based upon the market value of taxable property,
The following alterations to the recommendations would then be necessary.

Pro ram Allotments

ALTERNATIVE
RECOMMENDATION #3 The p&e4e.n.t ateocation OtmuLa 6ot et734Aoom teaeheA4

ofi 25/1 Ahmed be Attained. Howevet, the tem_
Aecommended change4 in sta64ing atZotmemta 4houtd be

liutey impLonented.

2 0
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Financing the Program

ALTERNATIVE
RECOMMENDATION #8 The Foundation SchooZ Ptogtam Ahoutd be 6uttg

6inanced 6tom State 6unds. The eatZke eobt 06
the Foundation Schoot Ptogtam Ahoutd be guaAan-
teed.

Under this approach, each district would receive the full amount of funds
necessary for an adequate educational program from state sources.

ALTERNATIVE
RECOMMENDATION #9 Schoot distticts Ahoutd be pamitted to use

avaiZabZe &cat 6und6 6ot entichment o6 the
Foundation Schoot Ptogtam.

Since full state funding involves potential additional local leeway funds
.resulting from the elimination of the local fund assignment, changes in the
pupil-teacher ratio and higher salaries for public school personnel would be
funded from increased local leeway funds rather than being included in the
Foundation School Program.

. ,
Regional Education Service Centers
Regional education service centers were established in 1967. They have proved
their worth by providing local schools wide variety of services which are
higher in quality and lower in cost than individUal school districts could
provide separately.

RECOMMENDATION #10 The gnancia zuppott o6 the Itegi/mat
educatan AeAviee eenteA4 Ahoutd be
inctwed by $1.00 pet ADA iot a totat
o6 $3.00 pet AVA.

Due to inflation, costs of providing services have risen drastically, but the
level of support has remained the same. This $1.00 per ADA increase would
represent an increase in 1975-76 of $2.5 million over the present funding
arrangement.

RECOMMENDATION #11 The computet. setvices aZiocation 60t
tegiona education setvice centexs
shamed be incotpotated undet a btoadet
aRocation 6ot in6otmation AeAvieez,
bic-Zuding 6inaneiat 4appott 60A computet
ptocessing on a statewide netwotk, the
deveZopment 06 a common cote o6 educa
tionat data, the ptovaion 06 comma°
cation seavices, the ptovision o6
technicat aissi.stance 4etviee6, and
centtat akiA..tAation.
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Computer services at regional education service centers are financed from state
and local funds. In 1973-74, the $1.00 per ADA state allocation to each regional
education service center for computer services paid for only 35 percent of the
cost of these services, An increased computer services allocation would provide
financial support for a statewide computer network. Development of this network,
along with data communication and technical assistance services, woUld provide
equitable support of computer services as an incentive to all school districts to
maintain computerized data banks. Also, the common core of educational data would
serve statewide planning and evaluation needs. This recommendation would cost
$4.1 million in 1975-76.

In plementing lite 1 rogr ain

All of the presently authorized increases to the Foundation School Program are be-
ing phased in over a period of years. Continuation of this approach for the rec-
on-mended improvements in the Foundation School Program is essential for orderly
growth of the public school program and for development of adequate state and local
tax policy designed to meet the needs of education and state government.

RECOMMENDATION #12 Any tevis,ion in pte4ent Achoot 6inance 6o4mu244 _4houtd
be phased in ova a Sout yeat petiod beginning in 1975-
76. The liaZZ gan wowed be opetationat in 1978-79.

Both from the point of view of total costs and the impact of the proposed state
financing plan upon school districts, a period of gradual implementation will

be necessary. In addition, the proposals related to market value of taxable
property have been keyed to present locally imposed definitions of taxable prop-
erty and estimates of property values still to be established. These proposals

will have to be reexamined in light of whatever action the Legislature takes
concerning the definition of taxable property and the distribution of property
values among school districts.

Cost Of llte Proposed Program

A summary estimate of the projected current operating cost from state and local
funds under the Public School Finance Plan is presented in Table II. These

estimates are based upon full implementation of the propdsed program in 1978-79.

The total cost of the complete financing plan contained in this report is pro-
jected to be $3,041 million compared to projected 1974-75 costs of $2,103
million for current operations from state and local funds. Under these pro-

posals the cost of state aid to education would rise from $1,224 million in
1974-75 to $2,144 million in 1978-79, an increase of $920 million. However,

approximately $276 million of this amount would be the result of presently
scheduled increases in state aid to education. As a result, the added_an-
nual state cost of the recommendations contained in this report is estimated
to be $644 million in 1978-79. Of this amount, $160 million would be for
equalizing enrichment opportunities while $484 million would be for increasing
the basic level of the Foundation School Program.
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TABLE II. ESTIMATED STATE AND LOCAL COSTS UNDER THE RECOMMENDED P AN
1978-79

(Cost in millionS)

FOUNDATION SCHOOL
PROGRAM ENRICHMOT TOTAL

State Funds $1,984 $160 $2 144

Local Funds 467 430 897

Total Funds $2,451 $890 $3 041

At present tax rates, the school districts of the state will be raising over one
billion dollars in revenues for current operations by 1978-79. Under this plan,

however, this amount will be decreased as a result of the substantial increases
in state aid to public school education. This would mean a reduction in local
property tax rates in many school districts throughout the state.

If the information on the market value of taxable property is not available, the
alternative plan presented in this report would have the effect of increasing
present commitments of state funds for 1978-79 by a total of $864 million com-

pared to the recommended plan amount of $661 million.

The cost figures presented in this table do not take into account either addi-
tional local funds for capital outlay and debt service or state funds expended
outside of the Foundation School Program including those for teacher retire-
ment contributions, textbooks, or special funding of vocational education or

other programs.

Tlic Opportunity
Basic improvement of the system for the financing of public elementary and sec-
ondary education is long overdue in Texas. _Enactment and implementation of a

comprehensive public school finance plan will require some of the most far-
reaching public policy decisions ever made in Texas. As this report_demonstrates,

the cost of improving educational opportunity in Texas is considerable. The fail-

ure to provide an adequate educational program for all of the children in Texas

is even more expensive. Now, as in the past, Texans must take advantage of the
opportunity to create meaningful improvement in public school education.
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APPENDIX

Explanation Of Proposed Three Level Funding Plan
The attached table demonstrates the effect of the proposed three level funding
plan as recommended in this report. Under recommendations eight and nine, this
funding plan would be in effect only if the State chose to adopt a system for
the determination of estimates of the market value of taxable property.

The purpose of the table is to examine the potential impact of the plan on
various levels of taxpaying ability as measured by the market value of taxable
property per ADA: Prior to a detailed explanation of the information contained
in the table, it is important to note several underlying assumptions.

1. The table shows a Foundation Program cost per pupil of $1,000. This

level does pot mean either the average level at full implementation'
of the recommendations contained in this report (estimated at an
average of $949 per ADA in 1978-79) or the actual level of the
Foundation School Program at any particular point in time for any
given district.

The data used to measure the impact of this information on current
district taxing levels is drawn from the data contained in the re-
port, "Preliminary Estimates of 1970 Market Value of Taxed Property
of Texas School Districts", published in September, 1972 by a number
of Texas school finance study groups. As that report recommended,
the information shoUld be used only for planning purposes. No final

measure of the impact of the recommendations can be made until
official estimates of the market value of taxable property in each
district are determined.

The following section defines the datvcontained in each column.

COLUMN TERM DEFINITION

1 MARKET VALUE PER ADA Selected levels of the market value of taxable
property per student in average daily atten-
dance (ADA)

2 % ADA The percentage of students attending school in
districts with the indicated market value per
student or less

3-5 FOUNDATION SCHOOL PROGRAM The funding of the Foundation School Program

TOTAL STATE LOCAL at various levels of market value per ADA
based on a $1,000 per ADA cost of the Program,
a $.25 tax rate on market value, and a State
Available School Fund Apportionment of $200
per student

2 4
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COLUMN

6-8

TERM

LEVEL I ENRICHMENT
TOTAL STATE LOCAL

9-11 LEVEL II ENRICHMENT
TOTAL STATE LOCAL

DEFINITION

The funding of the first level of local en-
richment of $100 per student based on the
application of a $.10 tax rate, equalizing
state aid for districts up to $100,000 of
market value per student, reduced tax rates
after this point, and incluSiOn of budget
balance amounts

The funding of the second level of local
enrichment of $200 per student based_on the
application of a.$.30 tax rate, equalizing
state aid up to $66,667 of market value per
ADA, reduced tax rates after this point, and
inclusion of budget balance amounts

12-14 ALL FUNDS The summation of total, state, and local
TOTAL STATE LOCAL amounts from the three levels of funding

15 TAX RATE The total tax rate per $100 of the market
value of taxable property necessary at each
level of wealth to achieve the maximum
support level of $1,300 per ADA
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'TATE B OARD I; EDUCATION

PROPOSED TIME LEVEL FUNDING PLAN BY SELECTED LEVELS OF WEALTH

(Amounts per ADA)

MARKET VALUE FOUNDATION SCHOOL PROGRAM
LEVEL I ENRICHMENT

LEVEL II ENRICHMENT ALL FUNDS

PER ADA % ADA TOTAL STATE LOCAL* TOTAL STATE LOCAL** TOTAL STATE LOCAL**, TOTAL STATE LOCA

STATE SUPPORT FOR ALL LEVELS OF FUNDING

$ 20,000 11,6 511000 $950 $ 50 5100 $ BO $ 20 $200 $140 $ 60 $11300

40,000 53,7 1,000 900 100 100 60 10 200 BO 120 11300

600000 82,7 1,000 850 150 100 10 60 200 20 180 10300

66,667 81,9 1.000 833 167 100 33 67 200
200 11300

00 OF STATE SUPPORT FOR LEVEL II ENRICHMENT FUNDS

$ 80,000 89,3 $1,000 $800 $ 200 $100 $ 20 $ 80 $200 $200 $1,300

100,000 93,0 1,000 750 250 100 --- 100 200 200 1,300

END OF STATE SUPPORT FOR LEVEL I ENRICHMENT FUNDS

$ 150,000 96.2 $1,000. $625 $ 375 $100 $ 100 $200
$W.w $200 $1,300

200,000 97.6 1,000 500 500 100 100 200 4MW 200 1,300

320,000 98.9 1,000 200 800 100
-.0 100 200

IG 200 1,300

STATE AIO LIMITED TO AVAILABLE SCHOOL FUND APPORTIONMENT

S 500,000 99,7 $1,000 $200 $ 800 $100 $ 100 $200 $200 $1,300

1,000,000 100.0 11000 200 800 100 --- 100 200
.M? 200 1,300

* 5.25 rate up to 320,000
Market Value per ADA

** $A rate op to 100,000
Market Value per ADA

*A* $,30 rate up to 661667 Market Value per ADA
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TE BOARD OF EDUCA'hON

POSED TI1REE LEVEL FUNDING PUN BY SELECTED LEVELS OF WEALTH

(Amounis per ADA)

FOUNDATION SCHOOL PROGRAm LEVEL I ENRICHMENT LEVEL II ENRICHMENT ALL FUNDS

TOTAL STATE LOCAL* TOTAL STATE LOCAL** TOTAL _STATE LOCAL*** TOTAL STATE LOCAL TAX RATE.

LEVELS OF FUNDING

$1,000 $960 $ 50 $100 $ 80 $ 20 5200

10000 900 100 100 60 40 ZOO

1,000 850 150 100 40 60 200

11000 633 167 100 33 67 200

FOR LEVEL II ENRICHMENT FUNDS

$1,000 $300 $ 200 5100

11000 750 250 100

FOR LEvEL I ENRICHMENT FUNDS

$140 $ 60

80 120

20 180

... ZOO

S 80 5200 5200

100 200 ZOO

$1,000 $625 $ 375 $100 --- $ 100 $200 --- $200

10000 500 500 100 --- 100 200 --- 200

1400 200 500 100 --- 100 200 --- 200

AVAILABLE SCHOOL FUND APPORTIONMENT

$1,000 $200 $ BOO $100 $ 100 $200 $ ROO

1,000 200 800 100 100 200 --- 200

* *

.25 rate up to 3201000 Market Value per ADA

10 rate up to 100,000 Market Value per ADA

.30 rate up to 66,667 Nrket Value per ADA

$1,300 $11170 $ 130

I,:n 11040 260

1,300 910 390

1,300 866 434

$1,300 $ 820 $ 480

1,300 750 550

$11300 $ 625 $ 675

11300 SOO 800

1,300 250 1,050

$1,300 $ 200 $um

11300 200 1,100

$ .65

.65

.65

55
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