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3 to provide, from local funds, the extra services these chlldren
‘™~ Education's Need for Small-Area iy |
‘e Low-Income Data With Reference For all these reasons, the low-income pupll is a priority
- . Federal target. This paper concentrates on how this general
~O to Title l, Elementary and concern is translated into a quantitative formula that permits
M ¢ A ; T mat p
; - * implementation at thc_: local level. The second section discusses -
:"“ Secondary Educatmn ACt the reasons for the failure of the formula in the original act of
o= i 1965, particularly its failure to maintain currency. The next
WD | . ' section examines the process of reform and the results that
Alan L G?nsburg and Charles Cooke emerged from joint consideration of policy needs and data.’
requirements. . Flnally, the fourth section explores educational
Deﬂa”me”t 0f Hea/t/’ Educat/an and Welfare requirements ‘for low-income data in addition to those derived -
ArE T from the program for the disadvantaged that constitutes !he
i h'l H AJL
Di.zu u (7] A LALALL: N primary toplc of this paper.
INTRODUCTIO
Of all the users of small-area data on low-income popula- THE 1965 FORMULA
tions, education is generally not considered an important or < . . ,
major one. But at the Federal level, the need is crucial. This The Elementary and Secondary Education Act of 1965 was a . -
fha per atm]:rgptesat;) :z(sjcrs::):wtl:)aftﬂn:e;; hsornaltt :::eb;::nn::;(;: major thrust toward the goal of helping the educationally
toeirzasrove t¥1e :zf'fectiveness of the da'tJa for Federal purposes. disadvantaged population. We will be concerned here with part
Thz requirement stems principally from the imp orptancé' A of title |, through which more than 90 percent of the act’s:
q p paly Ir mportz funds are allocated by formula to State governments.* The
attached at the Federal level to the objective of providing equal al Lo ’ s
! N . location is based on the number of a State's low-income
educational opportunity for all children; Although the Federal . . . ,
. L children, modified by a payment rate that reflects a State’s
Government provides less than 10 percent of the Nation's total . . , 20
. . R average school expenditure per child. The formula embedded in
educational revenues, it plays a central role in the move to -

. . <. . . the act calculates not only the share for each of the States but
equalize educational opportunities for particular population also each State’s allocation down to the county level. Since the
groups. Some of these funds go to help improve the education formula emplo sac¢::1csusl :ata which is eneratI‘I/ avai'lablé onl
of the handicapped or of those whose family speaks a language to the couz ylevel 'Ilocat'ions t scghool di); tricts that arz
other than English. But the bulk of the money—some $2 billion subparts of cotz ties a'red lculated b@’uhe State governments
this year—is allocated to provide supplementary school services 8 der the '; 965 foﬁn‘t:::a theynumber ogf economic'all
to the educationally disadvantaged through title | of the di d?/a rta ed children eligible for the title | program wa);
Elementary and Secondary Education Act. The discussion in d::sf?ne dnas %he s:ml o; t':vo gou 65 0 ! prog
this paper is directed primarily to this act. group »

it is well documented that a student’s performance in school Children of school age (5 to 17) from families with income
is significantly correlated with his family’s situation—and in of less than $2,000 according to the 1960 census, and
particular with its economic status.! Speaking more carefully, . ce s . s
it has been shown that children from families at low levels of CTLdgzn fr(;m tf%‘m-l::;zs |n( Atl;%g;og;‘a:;eofa /:::nz fl:amllt;‘e:
income suffer a disadvantage in school that is out of proportion. w'o ;pen el:ied $'2 538 w pay om
to the population at large. Of course, we all know that children program excee e
from many walks of life often share such a disadvantage. But This formulation . suffered from its failure .to -maintain
children from wealthier homes at least have the resources to currency. For one thing, although the Federal Government -
provide them special assistance that may get them back on the recomputes the title | allocations each year, only one of the two
educational track. Children from low-income homes not only components can be updated. The AFDC component is updited;
lack the family resources to pay for extra educational assistance, the census-related figure remains uncorrected until the next
but often suffer from lower parental involvement in education.? decennial census. For another, there was no provision for
Finally, school districts in which there are concentrations of updating the $2,000 threshold. This had a dual effect: The

- such disadvantaged children may be les jstricts

| BisT CoPY AVAIDASL

BEST COP — - | “

' *The many low-income children in center-city school districts would

; *This paper reflects the views of the authors and does not necessarily appear 10 be an exception, since these districts have a relatively high tax

c represent the policy of the U.S. Department of Health, Education, and base per pupil. Center cities, however, must fund high levels of

n Wcllf:)re. 4 ; i (6 so 60 noneducational public services that diminish the tax base actuafly:

ne recent study found correlations of from to percent available to support education.

. between low family income of a child and the child's low scores on “Part B allocates additional funds to those school districts in which

g standardized achievement tests. Another study found that of all children there are very large concentrations of low-income families in recognition " .
coming from homes with incomes below $3,000, some 45 percent were that greater supplementary services (per pupil) may be necessary in such:.

. &)  identified by their teachers as having persistent reading problems (1970 areas. Part C allocates additional funds to those States that already exert -
Elementary and Secondary School Survey of the U.S. Office of a la'x effort for public cducation higher than the average national effort. -
Education Special Tabulation). The formula also counts the children in Stat: institutions for

! ,’g 3See for example, Hill, C.R. and F.P. Stafford, *Family Background neglected and delinquent children. This group of chiliren is not germane .. .-
and Lifetime Earnings,” paper prescnted to a Nationa! Bureau of to the preseni discussion, since family income is not a criterion for thelr
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¢ount of children -from poverty famities (less than $2,000)
became decreasingly representative of the true poverty popula-
tion, while the number of AFDC children eligible for title |
* increased significantly over the years.

The AFDC increase was attributable in part to the growth
throughout the country of the concept of aid to such familics
- and in part to the fact that,.in the various States, changing

welfare payment schedules increased the fraction of these -

families whose annual benefits were $2,000or more. One factor
which should be kept in mind is that States are free to set their
own welfare standards; those that set relatively high levels
would automatically increase their count to title | eligibles.
Another problem is that the children whose parents worked, but
at relatively low wages—say, $3,000—would not be counted at
all.

The growth in AFDC numbers was inequitable—not primarily
because this component was updated while the other com-
ponent was not; rather, the fault was in the method of updating,
with its differential impact on the incidence of the eligible
populations in different geographic areas. That is to say that if
AFDC had been a pretty good surrogate of children from homes
in which the family income is less than $2,000, updating one
without updating the other would not create inequities; but in
that event there would not have been any need for the two
separatc components. in fact, however, the two occur in
different places with different intensities, as we will show
below. Moreover, if the formula had been properly imple-
mented, the count of low-income children would have been
adjusted to exclude those counted as eligible under AFDC; this
exclusion was not made. The effect of this failure could have
been reduced if the eligibility level for AFDC families had been
increased. This adjustment was not made either, and the result
was a double-counting that further intensified whatever maldis-
tributions occurred solely from the growth in the AFDC count.

The release of 1970 census income data—far from improving
the accuracy of the allocation, as would ordinarily be
expected—actually worsened it because of the way the data
were applied. The 1970 data were used without adjusting the
income standard to reflect the higher living costs prevailing in

. 1970 compared with those in 1960.° The dollar incomes of
many poor families did indeed rise during the 1960's, but not
commensurably with the increased costs of living. Thus, with
the standard of poverty fixed at $2,000, familics that everyone
would have agreed were poor in 1970 were not counted as poor

because the 1960 yardstick was still being applied. -

One further drawback of the 1965 formula was that it used a
single flat figure for poverty—$2,000. Obviously, at today’s
prices $2,000 is inadequate, and it may well have been
inadequate in 1965 when the act was passed. Aside from that
fact, however, the usc of a flat figure for all situtions ignores

_the influence of and differences among such factors as family
size, age of family members, differences in cost of living from
city to rural areas and from region to region. The payment rate

- provision, discussed . clow, is an attempt to deal with the last of
these flaws, but the others are significant ones for which no
adjustments were made.

These difficulties and the anomalies that they led to did not
escape notice. By 1972, when the Congress began debate on

4 A generally accepted measure of the cost of living is the Consumer
Price Index. Between 1960 and 1970 the CPI increased by 31 percent.
© Sources: U.S. Burcau of Labor Statistics, as quoted in Statistical Abstract

()" United States: 1974, p. 404. .
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how the title I formula should be revised, major changes had
taken place, as can be seen in table 1. For 1965 and 1872, we
show, for each State, the counts of poverty children, AFDC
children, the total of the two, and the percentage title | ellglblc
children are of the total national population.

In 1965, the AFDC portion of the formula contributed
about 583,000 eligible children, or 10 percent of the total
children counted as cligible for title {. By 1972, the updated
AFDC counts had increased the number from this component
to 2.9 million, or more than half of the total. In contrast, the
poverty children—those from families of income less than
$2,000—fell from almost 5 million to 2.6 million between the
1960 and 1970 censuses.

These changes did not occur uniformly throughout the
Mation, and this has an important impact, in terms of funds
received, on how the States fare under the allocation procedure.
Although Congress generally intends to allocate a sufficient
amount of funding to reach every eligible child, the appropria-
tions from title I are never sufficient to fully fund the program.
In that case, each State’s funding is based on the proportion
that its number of eligibles bears to the total number of
eligibles. These important percentages are presented in columns
2 and 6 of table 1, for 1965 and 1972 respectively. The real
impact of the changes over this time can be seen by reviewing
the figures for certain States.

The Northern urban States, which generally set quite high
welfare payment levels, contain most of the AFDC-eligible
children, and thus these States uniformly made the principal
gains in eligibility. California, New Jersey, and New York more
than doubled their percentage of the national total. The greatest
relative losses in eligible population were concentrated in those
States with low AFDC standards, and this occurs particularly in
the poor Southern States. (Note that Georgia, where this
meeting is being held, had no AFDC cligibles in either year.)
Many States suffered more than a 50-percent diminution in
their share of total eligibles.

We noted above that a State's title } allccation dcpends not
only on the number of economically disadvantaged and the
proportion that that number bears to the Nation's total, but
also on its so-called payment rate. Although this part of the
overall ailocation process is not germane to the discussion of the
formula, it {5 another instance of the interdependence between
data availability and policy decisions; it also illustrates another
area in whick there is a gap between the need for data and the
availability of data.

To attempt to make the payments to each State more
equitable, it is desirable to adjust payments to recognize the
diffcrences among the States in ‘their cost of education in
relation to average national costs. That is, a given title |
allocation per pupil will buy less supplementary services in a
State that has high educational costs than in one in which costs
for equivalent services arc low, and the pavments should be
adjusted to reflect this fact. The 1965 act incorporated an
adjustment that could be regarded as a crude attempt to
recognize this need and to adjust for it. It established the
payment rate that a State would receive at one-half the State’s
average per-pupil expenditure or at onc-hi!f the national average
per-pupil expenditure—whichever is greater for each State.
Because per-pupil expenditure data arc available within several
years after the money is spent, it is not difficult to update the
pay ment rate. :
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Table 1. Number of Low-Income Children Under Original Grant Eligibility Standard: 1965-1972
(Children in thousands) :
1965 1972
Percent of $g"gg; AFDC, over Percent of $g"gg; AFDC, over
State Total national (i960 32,000 Total national (i970 $2,000
- total (1962) total (1971)
census) census)
(1) 2) 3) ‘ (4) (5) (6) 7) (8)
Total......oo000. 5,530.7 100.0 4,948.1 ) 582.6 5,567.4 100.0 2,645.8 2,921.6
Alabama....co..0000000 2642.5 4.4 262.5 - 97.1 1.7 96.0 1.1
Alaska...oo.v0ecvecenns 5.7 0.1 5.8 0.9 8.7 0.2 4.3 4.4
Arizona.....coe.00000ne. 44,5 0.8 38.9} 5.6 47.0 0.8 29.3 17.7
ArKansSasS.....coeeecees. 148.2 2.7} 148.2. - 52.2 0.9 52.2 -
California....cco.00... 308.7 5.6 206.6/ 102.1 780.8 14.0 214.4 566.4
COlorado. ...eun........ 40.9 0.7 33.6] 7.3 57.9 1.0 25.4 32.5
Connecticut............ 28.3 0.5 20.7 7.6 64.5 1.2 22.2 42.3
Delaware......ceceeeeee 7.4 0.1 7.4 - 10.8 0.2 5.6 5.2
District of Columbia... 20.8 0.4 14.9 59.0 43.7 0.8 13.3 30.6.
Florida....oocvvvo0eeee 142.5 2.6 142.5 - 120.0 2.2 100.7 19.3
Georgla....ooeeeveenese 239.8 4.3 239.8 - 93.1 1.7 93.1 -
Hawall........oon0.0... 11.2 G.2 8.8 2.4 18.6 0.3 7.2} 11:4
Idaho......c0000000ees. 14.7 0.3 12.3 2.4 13.0 0.2 7.4 5.6
I1MnoisS...c.o0cn0ee.n. 230.0 4,2 147 .5 82.5 315.1 5.7 103.8 211.3
Indiana.......oo00...0. 79.9 1.4 76.4 3.5 73.6 1.3 41.8 31.8
TOWR. .. et vnenennrass 8l1.1 1.5 71.8 9.3 49.8 0.9 22.5 27.3
Kansas....oo000-ceceuen 45.7 0.8 40.3 s.4 50.0 0.9 22.1 27.9
Kentucky.....oo000eeene 193.6 3.5 193.6 - 98.3 1.8 68.8]. 29.5
Loulsiang....ccooeceene. 201.3 3.6 201.1 0.2 126.6 2.3 114.6 12.0
Maine.....coeevveveunen 21.1 0.4 18.4 2.7 27 .4 0.5 10.1 17.3
Maryland...coeeeceeoone 63.1 1.1 53.7 9.4 97.0 1.7 43.1 53.9
MassachusettS.......... 63.9 1.2 47.1 16.8 146.5 2.6 41.7 104.8
Michigan.......oo00eu0e 145.7 2.6 124.7 21.0 232.5 4.2 83.7 148.8
Minnesota.....ccc00c0e. 89.0 1.6 77.3 11.7 71.5 1.3 31.9 39.6
Mississippli............ 254.9 4.6 254.9 - 98.7 1.8 98.7 -
Missouri............... 136.5 2.5 125.2 11.3 94.6 1.7 59.2 35.4
Montana....ceoeeneeeeee 15.6 0.3 14.1 1.5 13.8 0.2 8.2 5.6
Nebrask@i....o.00000000. 35.1 0.6 34.4 0.7 30.3 0.5 15.8 14.5
Nevada...ooveeeeeoeooes 3.9 0.1 3.2 0.7 6.4 0.1 4.0 2.4
New Hampshire.......... 7.0 0.1 5.9 1.1 9.9 0.2 4.5 5.4
New Jersey.......eeeeee 85.3 1.5 59.8 25.5 223.6 4,9 57.7 165.9
New Mex1cCOe..oeneneeee. 41.9 0.8 37.6 4.3 43.1 0.8 27.9 15.2
New YOrK...cooceeecenns 300.0 5.4 200.1 99.9 747.9 13.4 194.6 553.3
North Carolina......... 326.6 5.9 323.1 3.5 123.6 2.2 99.2 24.4
North Dakota........... 25.1 0.5 23.3 1.8 12.9 0.2 8.1 4.8
Oh10e.cesevsveecenenne. 177.4 3.2 151.9 25.5 217.5 3.9 104.1 113.4
[0) 3 F:1,T-1 .. S 95.9 1.7 84.8 11.2 32.5 0.6 37.3 © 28.8
OregoN....cvevecencecens 30.2 0.5 23.9 6.3 47.3 0.8 19.6 27.7
Pennsylvania........... 235.7 4.3 175.4 60.3 325.2 5.8 102.0 223.2
Rhode Islande....c.s... 16.1 0.3 12.1 4.0 25.8 0.5 8.8 17.0
South Carolina......... 206.6 3.7 206.6 - 75.8] 1.4 71.8 4.0
South DakotA....evveeos 32.2 0.6 30.7 1.5 17.9 0.3 10.8 7.1
Tennessee.........cc... 220.0 4.0 220.0 - 81.8 1.5 81.8 -
TexBB....cooeneeraceses 398.2 7.2 398.2 - 257.9 4.6 192.6 65.3
Utah.o..o.veveeeoncences 13.8 0.2 11.7 2.1 21.2 0.4 9.6 11.6
Vermont.....cceeeneeene 7.8 0.1 7.2 5.8 9.3 0.2 3.5 5.8
Virginia.......co000.. 171.0 3.1 ‘'167.9 3.1 110.8 2.0 67.8 43.0
washington............. 42.9 0.8 33,1 9.9 66.8 1.2 29.7 37.1
West Virginia.......... 106.5 1.9 106.4 0.1 50.2 0.9 35.5 14.7
Wisconsin.........ceu0. 68.9 1.2 58.4 10.4 70.0 1.3 34.6 35.4
Wyoming....o000nn0e0eee 6.1 0.1 5.4 0.7 5.1 0.1 3.3 1.8

= Represents gero.
Source: ' Unpublished data from National Center for Educational Statistics.
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Table 2, Title! Payment Rates: 1972 e
Percent of Percent of
State national State national
average average
..
TOtAlssesosssssssoasssscccssssacess 100.0 | MONtaNAecessssssessccssssssssscsssccsssns “90.6-
NebraSKfeeeeeosososeceeecscsosssssssssssncces 92.8
AlabAMA.cesseccessssesasscsercasssscscnns 63.3 | Nevadaeeeeecoessssssssscevsasccscsncsssnsns 95.6
AlaSKA.ceesooccocsssccsscssccssccasssane 171.8 | New HamPShireceeeeesscesscccssccsccansns 86.5
AriZONB.ceccccccorcoccsossssasassccccansne 87.9 | New JerSeY¥ececccccccccsccccvsssssssssscne 128.3
ArKkanS0Secseccecsssccsssccssssnsscsense 60.6
Californificceccceccecccascscsccccccccccce 99 .6 | New MeXiCO.eeooseeessccessccccsccccccnsce 82.0
New YOrKeeceesecoooscososcsacscssovnccscsnsane 166.2
Coloradosscecsccaasasaaaannnacacannsas, 94.8 North Carolin@.ccecceccccccecscssssssscccas 70.9
ConnectiCUtececeesooceccsscccansscccnns 121.5 NOTEh DEKOLA en e n vemennnnenesnnsnnnnns 81.1
DelawaArCeccccessscscceescscssscccssnssse 118.8 Ohio.. .. 88.3
Floridaecececececccccesaassssssssssssssss 90.7 Tettetesete st s *
GeOorglacecsasanasesaateorecnncinnnnnns 67.8 OKklahOmABeesesesceccccsccsscecccnscssccccsns 73.0
Haw@ileeeoreoseooooocscecasscesccnnnscne 108.2 | OTeBONcsccececcosccccscsssssscsscsssnnnns 111.4
IdahOeecsecococcccsocesscccsccscscsaree 72,0 | Pennsylvani@.cceecccccccccsscccscccansns 110.6
111in0iSececcccccaccacsscrsosssssscscass 111.4 | Rhode ISland.ecceessscccesssssssssssccccs 111.2
IndiAnAccscccccccccscssvcoscoscscsccccnnsne 91.5 | South CaroliN@ceecsscccsscscccacccssnnsse 68.6
TOWB e eeeveecscecscencesseasseessacssees 101.7 : ) )

. South DakotAecsecccccoveccsccscncccessece 79.6
KANSASceeeecccssscscasscssssssssssssssce 88.9 | TENNESSECeccescccccsssssacsscosasscnssse 65.2
KentuCKyeceeoreoooooscocossoncscccnscncee 64 .5 | T@XAS eeeecovscccessssscccscncsssccsccnssas 78.7
Louisian@.cecesecccccccscscscsccsccscoance 87.4 | Utaheeeeecccceoscccsssccccssovesscccasnse 77.0
MaiNCeceeccesscocoassccnsscssccssasscnce B4.5 | VEIMONt.eeeeeonoooscsscasoseasscscscssans 99.1
MRryland.cccscccecccsasssssacessssssssss 115.6

Virgifiiaceseececccccccccrcoccccnnnnscense 87.6
MassachuSettSeeecceeccccscceccsescccnne 101.4 | WashingtONecesscescoosscsssscvrcccavccnns 101.7
MichigaANeeeeseseooascscssssscossasscnnnas 113.7 | West Virginia@.cceceeecccccescsccccnsccnnse 78.6
MinNesota..eecessccacccccsscsssasssssans 116.4 [ WiSCONSINeeeeeccccccocesccccccnsacccnnnsnse 110.8
MiSSiSEIPPiceccccccccccccccccccevoncnas 57 .4 | WyOomingeecesooocoeecccesoccevrccccaccccnne 107.4
MiSSOUriceceseeceensssscscssscsccssccacns 85.6 | District of Columbifeccccecscceccaccannse 128.6

Source: Data from Elementary and Secondary Sur§eys Branch for Use In Title I, ESEA.

.The index of per-pupil payment rates actually used to
distribute title I, funds in fiscal year 1972 is shown in table 2.
The degree to which this adjustment is considered equitable is
open to question, particularly with regard to the high-spending
and the low-spending States. The 32 States with per-pupil

expenditures below the national average were all brought up to .

average expenditures in computing their payment rates. While
these are generally lower income States and may have lower
expenditures for this reason, many of them arc also States in
which teacher salaries and prices generally are below national
average rates. To bring all these States up to the national average
is in conflict with the fact that, in at least some of these States,
title | dollars have greater than average purchasing power. At the
other extreme, there arc no limits on the maximum payment

. rate, and this too can cause incquitics. High State expenditures
are rewarded by higher title | payments. Although high expendi-
tures may be caused in part by the higher costs of purchasing
educational resources, they may also result from the fact that
States in the upper spending range simply have greater resources
and choose to spend them on education. To the extent that this
is the case, the limited funds from a national program should
not be directed heavily to the States that least need them.
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REFORM AND ITS OUTCOME

These considerations made it apparent that it was necessary

to modernize the title | formula. It was also apparent that the
considerations of the structure of the formula could not be
separated from considerations of data availability. It is signifi-
cant that thesc considerations became an integral part of the
policymaking process of both Congress and the Administration.

Political considerations were naturally of great importance to
members of Congress as they viewed the impact of various
formulas on the funding that would come to their jurisdictions.
In the final analysis, however, political considerations were not
paramount—equal priority was given to assuring that the
formula would target on the disadvantaged, as it was intended
to do, and that it would not suffer the azing process that had
befallen the 1965 formulation.

The updating issue was of particular interest. The 1965
formula had shown the significance of the errors that could arise
over time, Another difficulty, however, lay in the fact that,
since each jurisdiction was more or less used to its allocation,
substantial political problems might be crecated by righting in
one stroke the wrongs that had built up over a decade. The gain:

5)
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and losses in funding under a reformed allocation could be very
large, and this assured a heated dcebate. In fact, 2-1/2 years
passed before a consensus was reached on a new formula,
Congress did not wish a repetition of the conflict as time passcd
on.

Of the many proposals offered, the following three options
are representative of major approaches. Qur interest js directed
toward the specification of the low-income criteria for cligi-
bility, but plans also specify a payment rate which is briefly
discussed below. The central characteristics of these plans are
summarized in table 3. Also discussed are Congressionally-
mandated studics on title | data that emerged in conjunction
with the formula decision,

The three proposals under review for formula reform
represent the positions of: (1)The Administration; (2) Congress-
man Quie, Ranking Minority Member of the House Subcom-
mittee on Education; and (3) Congressman O'Hara, Democrat of
Michigan.” These plans are first reviewed with respect to their
cligibility criteria, and then, briefly, with respect to their
proposed payment rates.

The cornerstone of the Administration’s plan (table 3, column
2) was the adoption, as its criterion of Jow income, of the
poverty index revised and approved by a Federal interagency
committec- in 1969 and hereafter referred to as the Federal
poverty index. This index was originally developed at the Social
Security Administration by Mollie Orshansky.® The measure
had been widely used in statistical studies as the yardstick of
Poverty; but its application in the administration of the largest
Federal prograrm of aid 1o education represented a novel use
that was subject to careful Congressional scrutiny.

While notions of poverty cannot ba wholly divorced from
prevailing socictal values, the Federal poverty index offers a
reasonably objective basis for defining those who are poor. The
poverty index is pegged around the U.S. Department of
Agriculture’s food plans which specify the cost to different
types of families of the amounts anil kinds of food that would

“yield them a djet adequate for emergency - purposes. In all,
scparate poverty thresholds are calculated for 124 different
family types, distinguished by sex of head of houschold, the
number of children under 18, the number of other persons
present in the home, and whether their household residence is
farm or nonfarm.

Most important, the Federal Poverty index provides for an
annual update to reflect changes in family living costs. Prior to
1968, the poverty thresholds werce adjusted cach year oy
changes in food costs published annually by the Department of
Agriculture. Changes in food prices in recent years have failed,
however, to be a good indicator of the total rise in living costs
as reflected by the Consumer Price Index (CPI). Therefore, the
CPl is now ¢mployed to annually adjust the poverty levels.

The Federal poverty index was not, in all respects, a
satisfactory measure of the low-income population. A point of
major concern to Congress was its failure to adjust explicitly for
gcographic differences in living costs, other than those for

—_—
"Congressman Perkins, Chairman of the Subcommittee on Elemen-

tary, Secondary, and Vocational Education of the Committee on
Education and Labor also submitted a major proposal. It is not reviewed
in detail here, because most of its components are contained in the three
proposals discussed.

*For detaited discussion of the SSA poverty standards, sce ''Revision
in Poverty Statistics, 1959 to 1968,” Current Population Report, Series,
P-23, No. 28, August 12, 1969 and Mollie Orshansky, "Who's Who
Among the Poor: A Demographic View of Poverty,” Social Security
Bulletin, July 1965. -
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farm/nonfarm differences.? In particular, representatives of
center city districts argued that their higher living costs went
unrccognized. This problem is not casily correctable as the
Consumer Price Index is available only for selected metropolitan
areas and cannot be adopted as a national cost adjustment,

The Quie proposal (table 3, column 3) was built upon the
basic structure of the 1965 act. It retained the double criteria
of a single (although higher) threshold for low-income families
and the additional cligibility of children from families with
annual AFDC Payments over the threshold, but altered their
forn: to reflect the cxperience of the 1960s, Accordingly, low
income was adjusted upward to $3,000 and only two-thirds of
the children in AFDC families with Payments over $3,000 were
counted for purposcs of funding. The rationale of the $3,000
cutoff was that it roughly equaled the 1960 threshold of $2,000
adjusted upward for the rise in living costs during the sixties. A
$3,000 standard, which was still below the average for the
Federal poverty index ($3,750 for a family of four), suggested
that the original $2,000 standard was inadequate to begin with.
Morcover, any fixed level suffers the same defects of aging that
befell the $2,000 standard.

The matter of weighting the AFDC component comprised a
major issue between pro- and anti-AFDC factions. Critics argued
that AFDC was a variable yardstick of poverty that favored high
income States that could afford higher welfare Payment [evels.
Proponents of AFDC countered that the AFDC add-on was a
necessary adjustment, however crude, for high living costs,
particularly in heavily urbanized States.

The O’Hara proposal (table 3, column 4) opted for a more
radical approach to reform than the first two. O’Hara would
simply count, for purposes of payment, all school-aged children
(ages 5 to 17) in each State. An advantage of thijs approach is
that the formula can be updated from annually revised U.S.
Bureau of the Census estimates of State populations. This
formula posed a serious conflict among policy priorities. The

off against the possible |oss of a well-defined target popu-
lation—children from low-income families.

. The three plans also differed in their proposed rate of title |
Payments per eligible child. The Administration and the Quie
proposals were again similar to existing law, with certain
modifications. The Administration program lowered the mini-’
mum State rate to two-thirds of the national average per-pupil
expenditures. The Quie Program retained the minimum at the
national average but introduced a maximum rate of 120 percent
of national average sPending. The O’Hara formula suggested that
the payment rate serve asa device for recognizing lower income
areas. Each State’s payment rate was adjusted by the inverse of
the ratio of that State’s income per child to the national average.
The distribution of funds within States was not, however,
limited to low-income populatieons.

The proposals just discussed were differentially advantageous
depending on what ecfforts would simultancously be made to
improve data availability. The O’Hara proposal, with its shift to
total schoot-age pobulation, would be casiest to adopt since it
did not require updating the fow-income standard between
census years. The Quie proposal to include AFDC at reduced

-weight represented a good compromise if more direct measures

of interarea differences in living costs were not developed. The
Federal poverty index, with an objectively determined standard -
-

*The poverty income level for a farm family is computed as 85
percent of the level of the nonfarm family with equivalent characteristics.
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Tabte 3. Comparison of Distribution Formulas for Disadvantaged of Educational Funds
Title I Law 1972 alternatives
Iten (1965) Administration Quie O’Hara P,L, 93-380
(1) (2) 3 (%)

Eligible population'

Payment rate per
child?

Children f{rom {amiltes
with tncome less than

$2,000, pius children

in AFDC familtes-with: -
income over 32,000,

50 percent x maximum
of State or national
aversge per pupil
expenditures

Children from {anilles
deftned poor under the
Federal poverty index

35 percent x paximum
of {State average
expenditure per child
or 2/3 nationsl
averag¥ expenditure
per child)

Children from families
with income less than
$3,000 plus 2/3 of
children in AFDC
families ‘with income

over $3,000.

40 percent x maximum
of State average
expenditure per child
or National average
expenditure per child,
except that the pay~
ment rate cannot ex-—
ceed 120 percent of
national average ’

All children of
school sge (5 to 17)

100 percent (50 per=
cent of the ratio

of State average
fncome per child
divided by the
National income per
child), except that
percent cannot be
less than 33~1/3 per-

+
Children from families’
defined poor under thée
Federal poverty index
plus 2/3 ot
children in AFDC
families with income
above current year
Federal poverty index
for a family of four

40 percent of State
average expenditures,
except that the rate
cannot be less than
80 percent or more
than 120 percent of
national average

cent or greater than
66-2/3 percent.

!in each case, the eligible population also includes children in State institutions for the delinquent, etc.
IThe payment rate per child is the amount per child which a Stote would receive if the bill were fully funded.

The exception is the

O'Hara formula, which weights the eligible population in each State by the payment rate, and distributes the total appropriation across
States on the basis of each State's share of the naticnal total weighted population.

of nced, annually revised, appeared particularly advantageous if .

low-income data were also revised between census years.

Congress, as it turned out, saw fit to pass a comprehensive set
of title | legislative amendments, addressing both formula and
data needs simultancously.!® The formula revisions compro-
mised between the Administration and Quic proposals (table 3,
column 5) rejecting the radical O'Hara formula, as follows: (1)
Eligibility to rest on children from families defined as poor,
utilizing the .1970 census poverty criteria (based on Federal
poverty index of 1969), and two-thirds of the children in AFDC
families with incomes above poverty level {the Quic formula),
and (2) a payment rate of State average spending per pupil with
bothi. upper and lower limits (80 percent and 120 percent of
national average spending).

The Congressionally mandated studics will fill some dat. gaps
and determine the feasibility of filling others. These studies
cover:

a) Scction 822a specifically requires the Seccrctaries of
Commerce and of the Department of Health, Education, and
Welfare to furnish current data on the title | low-income
population on a State representative basis. In conjunction with
the annually revised Federal poverty index, these numbers
enable the update by State of title | allocations prior 1o the
1980 census.

b) Section 822b mandates a study of the feasibility of
updating the number of title | cligible children across school
districts within States.

¢) Scction 823 is a study of tiie adequacy of the Federal
poverty index as a measure of poverty 10 include the avaitability
of morc current data, cost of housing data, income distribution
data, and labor market, wage rate, and uncmployment rate data.

' These provisions are contained in the Education Amendments of
1974, P.L. 93-380.
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ADDITIONAL EDUCATIONAL REQUIREMENTS

The title | formula of the Elementary and Secondary Educa-
tion Act {ESEA) is the most publicized example of a Federal
educational program in need of State and local low-income data,
but it is by no means the only important example. Many other
Federal educational programs have equal educational oppor-
tunity as an objective, and consequently, also target on the
low-income child. The data needs of such programs should be
considered along with title § requirements, not only to prevent
duplication but also to help in determining the relative priority
of data needs in relation to policy.

The specification of data rzquirements is more compl:cated
than gencrally recognized. Item content, geographic detail,
frequency of collection, and accuracy of data all form part of
the determination of requirements. The dcbate on the title |
formula is a good example of issues relating to the frequency
and accuracy of updating the low-income- Chl|d counts at the
local level.

Another need, of a different sort, for Iow-nncome data emerges
from the current debate on scliool finance. A number of State
courts have found that .cxisting spending disparities across
school districts, attributable to local wealth-based taxation, are
unconstitutional, and pressures for Federal inyalvement are
building. But the cqualization of educational opportunity across

.school districts must consider educational outcomes, as well as

educational spending evels, in determining inequities in educa-
tional opportunity. Low family income is needed in the de-
velopment of a Federal equalization. strategy. Although prop-
erty valuation has been the measure of ability to finance
education traditionally used in examining disparities, family
income may be a better measure since taxes are ultimately paid
out of income. In this case, a district’s average income, cither
per pupil or per capita, is the preferred statistic.

E ]

PR SN




36"

.

INTERCENSAL ESTIMATES OF LOW-INCOME POPULATION .

»

Combmed with other socioeconomic or demographic series,
income data can address other issues of educational policy. For
instance, many Federal programs attempt to reach children with
special educatlonal needs other than those caused by economic
deprivation. Examples include bilingual or handicapped educa-
tion programs. It is essential to know how these groups overlap
with the low-income child to estimate the total target popula-
tion and the Federal costs to serve this population. Another
example comes from the Federal government’s desegregation
activities. We know a great deal about the cffects of desegre-
gation on removing racial isolation in scheols, but know very
little about its effects on the segregation of children across
family-income classes. Economic desegregation may be as basi¢
to educational objectives as racial integration. Still a third ex-
ample would be data on the relationship of income to educa-
tional attainment as an important indicator of the actual extent
to which the goal of equal educational opportunity is achieved.

Education is unique in requiring geographic detail at the
school district level—and even at the school attendance level.
These are the natural administrative units in the system of de-
livering education, and the use of data in larger divisions, such as
counties, introduces errors that cannot be countenanced in the

operation of many programs. On :he other hand, the normal.

unit’ for U.S. Bureau of the Census tabulations is the general-
Purpose government. Census tabulations are frequently of
limited use in educational analysis or policymaking simply
because the school districts are not conterminous with the
general-purpose governments. The U.S. Office of Education has
recently attempted to brldge that gap by recoding 1970 census
data by school district.!

Census data routinely provided by school district could serve
a number of needs. They could improve aliocations in a number
of Federal formulas that use ‘economic need as an allccative
factor. These formulas, including title 1, have been limited to
the county as the lowest unit of distribution. We noted in an
earlier section that in this circumstance the State determines
the subcounty allocations to school districts. But audit regorts
have found that these State determinations are often inequit-
able. The school finance controversy also requires district-level
data for its analysis. Again, in.the desegregation area, whether or
not high-income families have flown from school systems in
which desegregation is taking rlace cannot be answered without
data at the district level.

As we pointed out earlier, educational needs also extend
below the district to the school attendance arca. Many districts
have already developed estimating procedures on their own to
locate school attendance areas of high poverty concentrations.
The need to distribute title 1 funds below the district level was a
major force in this development, but the same information
could serve other uses. There is a need to know whether school
districts discriminate against schools serving low-income neigh-
borhoods in the allocation of their school services. The eéxtent
of sgaoeconom;c mtegratlon between schools is another use,

1141970 Census Fourth Count—1970 Elementary and Secondary
General Information Survey,” prepared under the direction of William
Dorfman, U.S. Office of Education. :
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However, with the busing of children between nelghborhoods,"
census data must be adjusted to determine actual student com-
position by schools. .
Added geographic detail should not come at the expense of .
accuracy of information. The sample size diminishes with the
size of geographic area, thercby raising the error of cstimate. 5
The school district mapping study was forced to exclude certain .
school districts (those with less than 300 puplls) because of
large sampling errors. With respect to the income issue, income
questions are asked of only 20 percent of households; complete o
enumeration of all houscholds would improve accuracy, but- .
would have to be weighed against competing uses for this inter- . o
viewing time. Another consideration is that population moblhty'f; S

"also increases as the size of the geographic area dlmlnlshesi{ :

which reduces the value of census data over-time. - - -
The importance of updating income data between’ census .

years has already been shown by the title | example. How
frequently data should be updated will depefd on how rapidly -
error increases. This will also depend on other requirements .
such as the size of the geographic area. Updating across States is - -
expensive, but how expensive depends on the degree of accu-
racy desired. The trade offs between costs and accuracy are
considerable. This will be described with respect to the update
of the title | poverty counts at the State level by other papers

in this session.

~

SUMMARY REMARKS

From what we have seen in this brief review, it is clear that
the Federal education programs are important requesters of- i
data on low-income populations. Choices must obviously be RS
made among competing demands for data, and in making theseﬁ_
choices it is necessary to set up a process by which the require- " -
ments for data can be defined and evaluated. A primary-: dlfﬁ-‘
culty is to assure that thé data requirements are directly-corre- " -
lated with program objectives, current and future. Program;lj?'.
objectives are most often stated in such highly general terms g
that it is neczssary to “operationalize” them~that i is, to estab- : -
lish the practical link between the abstractly stated ob;ectwes
and the interview or questionnaire form.

It is commonplace that there should be strong mteractlon
between the policy peopie who will use the mformatlon and the
statistical agencies who generate the data. It is also common-
place, however, that this idealized |nteract|on SO seldom occurs
that it is regarded as impossible in practice. Each group—tl
policymakers and the data collectors—has quite separate priori-
ties. The policy people are dissatisficd with the quality and .
usefulness of information, and the data agencics are frustrated
with the inability. of pollcymakers to specify” thelr real needs in
sufficient detail to serve as a basis for action. ’

When an example comes along, therefore,’ in whlch a jomt
process of consideration of policy and- data issues simultan-’
eously takes place, then it seems worthwhile to examine the:
occurrence in some detail. We trust that the tltle l program.".'
described here ;rovides one.such example .




