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The Fiscal Crisis of the State: R

I . | 9%

K Gase~Study of,Education'in Detroit

...when poor men conquer power over "the poor State
* this is but a meetlng of the dispossessed. vl

.' 4 ) '
In November, 1972, the Detroit public school' system found it~

elf $80 mllllon in debt The Detrolt Board of Educatlon sent a

plea to the Michigan_ Leglslaturen if more money -was not soon forthél
comlng, the school(sjdoors would have to be closed. ’
- Two sequences of events immeoiately précipltated the fiscal
crisis Eacing the school district. First, Michigan law rquires
‘that school systems mafhtaln a balanced budget. ‘?or several xearsr
Detroit had contlnuéd to operate by borrow1ng enough Weney agalnst '
< it's next year's budget to make it through" ‘the year. The school |
N board balanced it's books by counting anticipated loank as revenue.
‘ In September, 1971, Mlchlgan s Attorney General ruled that a
» school system could not legally bébrrow against it's next year's

expected proceeds.2 Detroit's habitual method of fiscal surviv-

. al was foreclosed, hy
: Seéznd. twice in 1972, Detrolt voters turned down proposals
that would have renewed an explrlng flve-mlll school property
tax and added a new five-mill tax to remove the school system's
accumulated debt. The millage request ‘was put to the voters once
) ; again. wThis time around there was no request for added millage.

*

But Detroit residents rejected even the final five mill renewal,
) v
Theqmillage renewal defeat took away $28.8 million required to

\\::erely maintain the system at the level of the year before. The

. ®




,betroit schoolls&stem founc'itse}f deeply in debt and without
antlcipated'sources‘of new revenue. In short, the nation's
fourth largest schoo] system, respon51ble for instructing one in
seven ‘students in the state and seventy percent of Mlchlgan s black.
pupils, was bankrupt.
e ' ‘The intensifying flscal crisis of Detroit education has been
“*"‘Z\ﬂ punlshlng to pupil and emoloyee alike. gﬁring the thirty months
prior to November;‘1972, school expenditures were cu* $44 million
leaving deep‘wélts on the educational system. In 1971-72. fifty-
one administrative posts were left vacant and the teachlng staff
. was rediced by 468 employees. In 1972-73, Petroit teachers went
without salary increases orjcost of living adjustments, Schools
‘are nb longer assured of haying a substitute to replace a teacher
L. who is}illt Funds are not available to provide students with. — ‘
their.own text boois. Each classroom isgprovldedrwith a set of
- books shared by all students who use the room.‘ So pupils are
- without books %o take home to study. Maintenance‘nas been cut
oack to the point that some broken windows are merely boarded up.
Unattended'school grouns become infested‘with weeds and de'oris.3
P Innovative programs have been sharply cur*alled or abollshed
completely. The school system s Communicatibn Skills Center, s1ngled
out by the U.S. Office of Education'as one of the most significant‘
programs for students in poverty areas, was reduced from serving -
2300 to 200 students. The four school Neighborhood Educatlon Cen-
ter on the city's lower East Side, launched in 1968 to attempt to
raise pupil achievement scores in the inner city through the in-

vestment of resources at a level comparable to that of wealthy
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suburbs.:was discontinued as a result of the school system's in=-
, ablllty o justify matchlng funds.u S -
' In September, 1973, in the midst of the trauma produced by
fiscal crisis and the deterloratlng quallty of educatlonal serV1ces,
\the 1ncre;;1ngly bitter feud between the Detreit school admlnls- . J
tration and the Detr01t Federatlon og Teachers erupted in a 43 day
- -~ teacher strike--the longest and moSt;acrimonious teacher strike in
Detroit's.history. Put to arbitration, the struggié between teach=
- ers and adﬁinistfatfon‘liesvjust belowfthe surface‘as the most

-

basic xssues d1v1d1ng them remaln unresolved,

A}

. The fiscal crisisy the’ &%terloratlng quality of educational
' sgrvtses, and the 1ntens1fy}ng struggle between teﬁchers and ad-
ministrat on is taking place withiq a school system whose average
‘student ébhievement scores places it in the bottom one percent
of all school districts in Michiganl The drop-out réte of Detroit,
students. 13.7 percent (almost 40,000 pupils) in 1970- 71 was
the fourth hlghest among school districts in the state.5 .
\\ ’ In sum, the Detroit publlc school system has beem in the
: throes of a fiscal and s001a1 cr1s1s for several years. 3But
Detroit schools are not unlque in this respect. A flscal and .soc-
ial crisis permeates, to a greater or lesser extent. our nation’s
" oldest and largest urban munlclpalltles and school dlstrlcts. When
the Detr01t Board of Education turned to the state legislature for
relief in 1972-73, some 200 school aistricts in Michigan, more
w'4l~ thad a third of all districts,in the\state, were facing dgficits.6

More significantly, the” Detroit school system's sister government,

the mﬁnicipality of Detroit, was also experféncing a mounting budget

”




rﬁ

defieit projected to reach $109 milliofi by 1978, 7 And confrodting
}the city and school dlstrlct officials was the painful reallzat-
ion that if Detr01t's éredit rating was downgraded one more notch
by leading bond agencies, like Moody's Inyestor s Service op’
Standard and Poor S, Detront would become the flrst maJor 01ty
in the nation unable to market 1t's bonds with commercial banks
(who purchase 75-percent pflall municipal bond issues).
What,factdrs are"responsible for‘the calamity befalldng the-
Detroit edubéfiondl system? ‘What does the fiscal and social
crisis in Detrdit imply about the naturg~of the relationshig
, . between State and Economy in the United States? These are the quest-. .

ions‘to«Sp explored in this study.

2. The Argument in Brief.

. ‘; ’

It is my'tﬁgsds that the nature of the process of -economic 3
growth.under*capit;lism,conjoinéd with certain féatu s of the
structure of governméht in the United States havé/?roduced'the
fiécal crisis now facing iarge central dity schdol systems like
Detroit. The significance of the fiscal crisis of education in »

Dgtro%t reaches beyond this school district. 1In the final analysis,

o tHe social dilemmas facing public education in Detroit are but

. significant instances of ‘an intensifjing'fiscal crisis of the U.S.
Capitalist State. N | .
Capitalism

<

Capi%aligm is an economic system”in which all or most of the
means of producing and distributing goods and services to satisfy

hupan needs are privately owned and are operated for profit. The

p. . RN . ) -
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driving foree of a capitalist eeonomy is the accdmdlation of cap-'
}taliand' the expansion of economic acti¥ity.in the quest of 'pr.ivate ‘
gain. In modern societies) characterized /oy elaborate and in-
creasingly-expensive technical and productive processes organized
through ah extensive'division’of_labor; a system of individual own-

ership of the means ‘of production means the concentration of .own-

ership in relatively few hands. A small segment of the population

.owns most of the means of production. ’ihe vagst majority @wn little ‘

but their labor power. _The majority are obliged to work for the

minorifyu : | B '

» Concentration of wealth among owners, and the compulsion im=-
posed on nonowners to work for owners, is the'basis for the con-
flict between capital and labor in capitalist societies. This is
not to deny, however. that some strataofathe wage-earning class

are more pr1v1leged than others owirng td/greater bargaining power,

"an advantaged locatlon in a profiﬂable industry, or scarCLty of 7

3the1r partlcular type of skill. Nelther is it to deny that there

are small capitalists_as well as large, and that conflicts of in-
terest between them frequently‘occur.l'Nor is it to ighore that
some groups.,like family farmers, ane difficult to classify with-
in- thls scheme. Indeed, distinctions such as»these are necessary
to understand patterns of class relations in advanced capltallst
societies.’ ' -
Capitalism is aniuhplanned‘systém. IXdividual” capitalists
or firms are free, within limits, to produce whar'they like and

to invest.where and how they desire, ,Capi%afzst economies are

co—ordinated through price-movements on the market.., But to say ¥



L -6
‘that-a capitalist system is predominantly one of individual own-
ership und private enterprise, and tends to be coordinated by price- .
decisions on the market, is not to say that ownefspip rights are |
entirely unrestrained. In varying degrees -the decisiohs.of private,'
entrepreneursland firms arg bounded by legislation, by the dictates

"u: of fiscal policy; in short, they are subjected to verying degreee .

of State-control. Cons1derabl° dlfferences in the actual structure S

’ vand functioning of capltallsm may be found in dlffefent countrles

"
and at different periods of a country's own development.lo

-

Thé State . " ’ /~‘ ]

Briefly, we ﬁay define the State as a territorial associat- ”\\§>

\elilance among‘?eople for the purposes

of defen?e and toﬂneet common flscal needs.ll The rise and devel-

ion in law founded upon an

» ke

Protectien of a society from extern@l threat, Jith consolldatlon of

opment z& the State reflects the d1v1s1on among classes' in a s001ety.

Yower by,domiﬁant classes; and the enrichment of some classes at

the expense of others have‘been endurlng Teatures of the organizat- R

ion of/the State in society. Flscal explo}%atlon stands among

tﬁe oldest forms of exploitation and tax presFureSIhave beep one

» of the most powerful inducements to struggle& among social.groups.

Rudolf Goldshied Has suggested thatfz principal aim of the

sociology of the State is fo ”ehow how social‘conditiohs determine
public neede and the manner of their satisfaction...and how ult-
1mately the pattern and evolutlon of soc1ety determine the shaping
of the 1nterrela€ions betweee public expenditure and publlc revenue."12

In other words, the analysis of the structural me¢hanisms of mutual

L
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; interdependence between expendltures and revenues is cruclal to
the understandlng of the origlns and development of the Stite: and
.'the relationships between State, economy éhd so01ety, S
But the-analysis of the State tannot be treated apart from
'the'type of society through which the State is formed and the :
4 - /vstage of development of the productlve base upon which the State, ff
is organized. Thls is most clearly revealed for example, in
the history of ~the fiscal power of the State in Western Europe and
North America. Throughout most of 1t'> hlstory, Goldsheid has
suggested’//t was deemed natural for the State 19 “be prosperous.,
For example, in antiquity, often still in the &;ddle Ages, and
also, during the initial peniod)of“mercantilism, it was the rule
- for the State to ‘own large possessions, although it's wealth tended
/f to be indistlnguishable from the personal property of prince..nobil~
‘1ty or Church.13 ' | |
In the era of competitive capitalism arfd constitutional gov- .
.ernment, State and property became.separated In the United Statas.
as constitutional aovernment became establlshed and developed and
as prlvate enterprlse extended it's power: in society, capltallst
g : entrepreneurs were concerned to prevent the State from competlng
with them in the‘economic realm, James O'Connoé has suggested.that
this, tendency flows out of the structure of a competitive capitalist
economy - A small—scale, more or 1eZ§ rully employed commmitive‘
economy lacklng an advanced productlve basg,. generates a relatlvely
'small taxable surplus. Under these 01rcumstances, rivate
'sector was necessarily. deprlved of those economlc reso&rces util-

-

ized by the State._ Increases in State eXpendltune

fhad to be flnanced

[d *
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by a‘risg in tax levies or by inflation. Both tendlL'to bring
forth widespread resistance. During this period, the éc0penof
%he State bureaucracy was relatively limitea while‘the role of
Congress, the arené fOr wheeling and dealiqg by special interest
groups, wag comparatively larée. For all~£hese reasbns, thefe

Qas little leeway for independent action by the Staté.l4

*

not to say that the State did neot intervene in the economy to

This is

facilitate capital aécumulation'throughystrategic public invest-
, T / - ¢

ments in inf}astructure and through févorab}e'legislation.v Rather,

the competitive Capitalist ,State, in comparison with past and pre-

r

geni forms, was a relatively poor and paésive State.

. o o
With the 'rise of U.S. monopoly capitalism, the State takes

\ : . .
on an active, rapidly expanding, and increasingly central role

’ih the econom& ahd society. Since the late 19th century, the

U.S. economy has been characterized by the rapidly increasing con-
centrafion of industriél\assets. Highly cohcentrated:induétries
tend to combine a dynamic technology with the use'of“increasingly
more sophisticated and capital intensive'methods of production,
The greaten/%rofitability of the gian;cofpofations prdvidg!.them
with the means to grow moré rapidly than the smaller and‘more com-
petitive sectors.of the economy. ‘Control over massive financial
resources pfovides them with the means to forge a continuous ser-

ies of mergers escalating the concentration of economic powep.15

. o / . , :
Thus, the dynamics of the contemporary U,S. economy reflect

a pattern of unever =conomic development characterized by the

Ay

‘bifurcation of the economy into concentrated, technologicaily ad-

vanced, cgpital-intensive, high«wage "primary" industries ort the

1. .



oné hand, and competitive, technically less sophisticated, labor

. .
intengive, low-wage, "secondary" industries on the other, Those ‘.

\ -
who control capltal resources in the economy tend over timé to E

reinvest in product lines, machinery, geographlcal areae ‘pd work“

ers which promise the highest monetary return. Conversely, inw

vestment tends to decline in segments of the economy where potential’

expected profit is relatively low. 16 As Baran and Sweezy have

"documented for the Unlfed States, the gutcome is cayltal accumulat-

ion to the p01nt of unutlllzed capa01ty in. theémonopoly sector

couplcd with relative stagnatlon. lmpoverlshment, underemp%pyment
17 .

and unemployment in other, areas of yhe economy.
The growth of economic concentration and uneveh economic deQ—

elopment shaped the character of the modern State. James‘O'Connor

has suggested that the modern Capitalist State experiences two

basic and frequently contradictory requirements: pressures for

accumulation and for legitination.lB' If the State does not‘pro;Jf v

tect capltal accumulatlon 1t risks the dlmlnutlon of it! s own bas;

is, of power-~tax revenues- from the economic surplus. Through "5001al

capitaln expe%oituree the State attempts,to maintain or create the

conditions. in which profitable\capital accumulation is poss.ible..*;"l

And State SOClal capltal expenditures have become ever more 1nteé- Ligﬁ

Eal to the process of monopoly capltallst accumulatlon. For one ;,

thingsy 1ncrea51ng rates of techriological advance foster more rap—

ld obsolescence of dapltal equipment raLSLnﬂ financial rlsks due -

b "\

to the growth of uncontrollable overhead costs, magnifying the %

¢ e

size of investment prOJects and 7engthen’ng the lead time before‘*[\,i@
private 1nvestmenc f5 in full operatlon and able to "pay for 1tse1f" .
. X) , v . . 51 !
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" For these reasons private industry haé‘looked to the State for

cbmplementary,and discretionafy_physical investmént. At the same
time, increasing occupatlonal and 1ndustr1al specmallzatlon, and
the rlslng importance of technical and admlnlstratlve knowlege

and complementary personality and behavioral :traits, have markedly

_increased the costs of job training and this function has been

absorbed by the State.l9 In sum, the socialization of costs of
accumulatlng capital rises over time and is increasingly a requis-
ite for the profltablllty of the monopoly sector of the economy.

But the S+ati-: nust also attempt to ensure the conditions mak-
ing for sociza. ~ ‘hesgi.n and stability, If the State wields if's
powers exclusively .o help one class accumulate capital at the ex-
pense of other classes it will find itself threatened with a loss
of legitimacy and mounting political instability. "Social expen;eé"
like welfare outlays, are expenditures directed at maintaining

soc ial harmony, and have also escalated with the rise of monopoly

2
capi*t'al.“O Today, the U,S. Capitalist State faces pressures to
’ 4

respond to increasing unemployment and to counteract the structural

tendency toward a widening zap betwen rich and poor. Stability

ih the distribution of incon: and wealth has been achieved through
rapid increases in government welfare and manpower programs. Ye't
these rising expenditﬁres on training and subsidy have been suffic-
ient only to offset what appears to be an endemic tendency of
advanced capitali;h toward underempioyment, unemployment and a more
unequal distribution of income and wealth, <t

The similtaneous and contradictory pressures for social capital

and socilal expense outlays are lthe State budgetary expressions of

19
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class antagonisms born of economic concentration and uneven economic

development under advanced monopoly capitalism.

Structure of the U,S. State

Thus far we have referred'té the State as if it were a unitary
body. But the U,S. donstitution divides governing responsiﬁility
among federal,}state and local governments and between relatively
autonomous units within levels of government. For example, over
the past several decades thousands of municipalities, school dis-
tricts and other types of single and multi-purpose units ;f local
governﬁent have proliferated within metropolitan areas. Most=oT
these units of local government have‘a'relatiyely marked degrée
of fiscal autonomy. The constitutional stfucture of the U.S. State
helps determine the intensity, as well as, thqbarticular forms
taken by the fiscal crisis in this society.

The absolute level of Stafe expenditures, trends in State
expenditures, and the distribution of State expenditures by function,
vary among federal, sfate and local governments. In matters of
international and military policy, power rests with the federal
government, and within the federal government, increasingly witﬁ
the executive branch. In domestic affairs, howevef, the situation
is different and more complicated, ‘Here state and local govern- |
ments tend to carry the major responsibility for providing domestic

services that bear most directly on the everyday life of most

‘peoplex schools, police and fire ppotection, health care, welfare,
X

b-

streets and so on. : /

...

The heaviest demands for new spending are currently  being made

on state and local governments. State expenditures at all levels

1
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of government increased 340 pgrcent betwéen 1950 and 1969, Qh;le
federal expenditures increased 321 percen%, statg expenditureq in-
creased 345 percent and local expenditures;increased 382 percgnt:23
The féderal sharé of total governﬁent‘expenditﬁre decreased during
the 'sixties from two-thirds %o slightly over one-half. During
the same period state and lécal revenues increased from 8 percent
of GNP to 10.5 perceht.24

Methods of obtaining tax revenue also vary by level of govern-
ment. The federal government’ takes in about two-thirds of all tax
dollars and retains a virtual monopoly over éhe more "progressive"
‘tax sources: individual and corporate income taxes and wealth and
“inheritance taxes. State and local governmenté, on the other hand,
gain the major shégé of their revenues from the most regressive
taxes., ' Sales taxes are the méjor source of revenue for states.

local
Property taxes are practically the soleAsource of revenue for

local govgrnments.25
Tax receipts of stéte and local governments are less sensitive
to economic growth than the major federal sources of reveriue. While
tax revenues at all levels of government increased by 97 percent
between 1960 and 1969; revenues from the individual income fax
increaseg by 123 peréent; revenues from corporate taxes by 76 per-
cent; revenues from sales, gross receipts and custom taxes by 81

26

percent and revenues from property taxes by 87 percent.

Uneven Develomment and the Structure of the State
k)

Uneven economic development among industries and geographical

.areas interacts with the division of responsibility for governing

/




~among federal, state gnd local governments and between units within

>

levels of government to produce uneven fiscal develpment émong gov=-
ernment jurisdictions. '~ State and local governments, and in partic-
ular, older central city and inner ring suburban municipalities
and school districts, have been facing a mounting fiseal crisis
as they become increasingly unable to generate the revenue 'to meet
rapidly increasing expenditure demands.

.The federal government takes in two out of every three tax
dollars while the heaviest demands foqﬁew domestic ‘social capital

and social expense outlays--education, police and fire protection,

2b

pollution, water control, community economic development, housing.
--are being Zelt by state and local governments, Within the local
government sector, high-wage induetries and upper and>ﬁiddle income
grpyYs concentrate in suburban areas while central and inner ring .-
cities become the location of secondary industries and the surplus
labor force. Aging central cities face increasing expenditure
demands in the con xt of a regressive, relatively static, some-
times even declinieg, tax base. As the imbalance between expend-
iture demands and revenue sources increases these central city
governments have® been sinking into debt at an ever faster pace,27
and the qdality of public services have been deteriorating.

Struggles Acainst the State

Uneven fiscal development separates gdvernment tax‘resources
from areas requiring concentrated expenditures resulting in fis-
cal crisis and escalating social struggles against the State. Tax~
payers rebel against repeated requests for tax increases. Local

government clients vigorously point to urgent social needs that

]

<y
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remain unattended to and stridently criticize expenditure priorities.

And an intensifying struggle emerges between city workers demanding

Pt

wage 1ncreases and 1mproved worklnv cogdlklons and city management
' fa01ng obstacles to increasing revenues and pressures to cut costs.

But in the United States, the nature of thé class structure

",

and the manner in which the State is organized places enormous
obstacles in the way of achieving an effective solution to the
fiscal crisis afflicting central city governments, The ruling
class in ?ﬁg United States is fragmented and divided between nat-
iohally based and oriented centers of corporate power and local
and regionally based financial, real estate, commercial and indust-
rial interests, The same interests do not hold power among all
levles of government or among the relatively autonomous units with-
in levels of government. The fragmentation of power among ruling
groups frustrates the development of cohesive policies to unify
and coordinate the fiscal system as a whole. On the other hand,
,1nsurgent5 roups, struggllng against the Staxe at the local level,
are deeply divided amongst .hemselves and have been unable to dev-
elop a movement for change that rises above/%heir own particular;@tic,
and at present, antagonistic interests. |

With this general outline of the argument behind ﬁsg-we can
now turn to the analysis of the fiscal crisis of education in

I
Detroit. ’

-



3. The Dedevelopment of Detroit. ‘
. —— < ’ ’ i

At the turn of “4he century Detroiy was a modéerately l€rge
citytspecialiding in the manufacture of a diverse range of pro- "
duets‘including stoves, carriages, paints, varnishes, mediciﬁes.
and marine engines.28 ‘But witd the rise of the automobile in~
dustry, the political economy of Detroit was radically altered,
Between 1900 and 1920,'Detroit's'popdlation grew from 280,000
to 994,000 by 1930 it had reached 1.5 million--an increase'ofe4503,
percent in three decades.29 Detroit'e rapidly growing populatizg:nml
s?urred an immense demand for new hous1ng and municipal serv1ces..!
A% that time, private capital was readily available. Thousande of
Hzmes‘and apartments wefe put up, often at large proflts. The
need for expanded services brought 1ncreased taxes but this posed
no particular flnan01al difficulty for a diverse™and growing 01ty
populated by large numbers of middle class and wealthy residents.

With the onset of the bépression, seventy percent of the
state’s unemployment occurred in Detroit. In 1931, over 211.006

Detroit residents were on relief. ngor Detroit employers, like

» Ford Motor Company, laid off large numbers of workers bué//

provided little money to assist the unemployed. ARd the City of
Detroit was forced to meet most of the social expenges of a de-
pression’plagued population. .But with World War II, production
expanded, jobs multiplied and the city wasl"back on it's feet" once
again. A second massive migration stream flowed into Detroit.

This time large numbers of the newcomers were poor blacks and

whites from the agrarian South lured by labor recruitment drives

éqmetaff Detroi%}s_war heated industries.

!
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By the end of World War II, Deétroit had accumulated a surplus

of‘munlclgal revenues. But fifteen years of depression and sing-
4

L]

ular attentlon to the war effort had left the city with many unmet
needs.. Streets were 1n bad shape because pav1ng programs had
been postponed. - There was a \dire need for a rapld transit system.”
Soo; after'tﬁe war a massive housiog shortage developed with an
estimated 10 percent of thelcity's families llving doubled-up or
in makeshift quarters. Large slums hadldeveloped. Hospitals. parks,
playgrounds and schools needed funds for expansion. War regulatlons
had prohibited wage increases for city workers whf were now demandlng
large pay rais€s, Within a year, the city had spent %%e money it
had accumulated during(tgé war. Detroit started the 1947 year $1
million in the red. By 1947 the debt had increased to $7 million.
And the economic tide‘was turning against the City of Detroit.
During the post-war years th¥e was no overall plan for con-
trolled, economic and social growth in Detroit or in the surround-
ing metrOpOfﬁtan area. Patterns of economic expansion and urban
growth were determined by the market activity of financial, commer-
cial and industrial inéeibsts. Detroit began large urban renewal
programspdesigned to attract ﬁiddle-class and Qell-to-do residents.
The poor were left to fend for themselves. Thousands of peopl#
were displaced from their homes. Large areas were lost from the

(//6ity's;tax base as renewal projects. once cleared, often lay un-
developed for years. Some projects eventually byrought increases
in the tax base while others brought in tax exempt institut%fns.

- P
During the ‘'f¥fties the transformation of Southern agriculture

pushed millions of agrarian workers off the land. Primarily black,

- 1.
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poor, unskilled, and unfamiliar with the urban scene, this third‘
wave of migrants poured into the aging urbah core of Detroit and
Aofﬁer Northern industrial metropolises in search of work. Bu; econ-
omic dé%élopment was moving elsewhere,

By the early 'fifties, the massive emigration from Detroit had
begun, The continued decentralization of the aﬁtomobile industry
furped part of the city into a.blue collar dormitory .for workers
.now%commuting Eo_suburbq?yplants.Bo Automobile sales boomed
after the war freeing faﬁilies and businesses to spread outward
to green spaces in the city's periphery. ‘Subué?an expansion was
greatly spurred by Detroit'é construction of a huge freeway net-
work, City officials argued that freeways would bring commercial
and industrial growth to Detroit. But in fact, in combination with
FHA practices of insuring loans for suburban homes while often<\
redlining areas in Detroit, the freeway system stimulated busineéskjf’
and middle class emigration from Detroit. Between. 1953 and 1971,
the city's population declined from 1.9 million to 1.49 million--

a loss of more than 350,000 pesople, the vast majority of thmm white,

During tﬁe 'sixties massive améunis of capital flowed out of
Detroit to other sections of the metropolitan area. Ecogzmic growth
came not to Detroit but in suburban financial and commercial centers
like Southfield and Troy. Between 1965 and 1971, the value of
residential propert& increased 36 pefcent in Detroit compared to
69 percent in the métrOpolitan”area as-a whole, 169 percent in
Southfield, and 264 pe- - ent in.Troy. During this period commer-

cial property w4 lues inéfeased 10 percent 'in Detroit, 52 percent

in the metropolitan area as a whole, 231 percent in Southfield and
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795 percent in Troy. And industrial-utility property increased 6
percent 17 Detroit, 39 percent in the metrooolltan area as a whole.
118 percent 1n/§outhf1eld and 265 percent in Troy.31 Between 1960
and 19704 Detroit experlenced an 8 percent drop in total employment
while employment grew by 41 percent in the suburban rlng.32

fIn 1961 Detroit oontribEted 22.3 percent of state sales tax
collections; by 1971 this figu~e had fallen to 15.8 percent. Dur-
ing that period, sales tax collections increased 28.6 percent in
Detroit (less than the rate of inflation during ‘that period) com~
pared to 80.4 percent in the Detroit metropolitan area and 81,8
percent across the state. In 1971 the Greater Detroit Chamber of
Commerce estimated that of 1.1 bi lion in total construction occur-
ing in the Detroit netrOpoiitan erea, only 317% million (16 percent)
t.33 }

would +take place in Detroil |Finally, between 1961-71, total

state equalized property valuatjon in Detroit actually fell by

~

almost $200 million. In essenced this means that the amount of"

new construction and new propert¥ 'investment in Detroit was so i
low during the °'sixties that it faliled to offset the deterioration
in pfoperty tax values and the losé\of tax base afflicting the city.34

There have been sustained effo;ts by some Detroit area business-
men to turn around the flow of capital and stimulate reinvestment |
in Detroit, However, much of the proposed reinvestment and con-

struction is in tax exempt facilities that will be available for

use by suburban residents but not productive of fiscal revenues

for Detroit. For example, in 1971, Detroit Renaissance-~an elite
business led group devoted to stimulating reinvestment in Detroit--

listed a number of downtown investment projects amornting to a

‘)
a
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total estimated value ofy $927.5 million, - Approximately one-third
~of tﬁis new investment, however, would yield no fiscal revenue to
the city.35 The yield in jobs to the city will probably be even
less lf the experience of cities like San Francisco afe~a bdsis
for prediction. San Francisco has had a large amount of d?wntown
construction during the past decade. Yet a recent sfudy there
revealed that only one percent of the jobs cgeated in thé newly
constructed buildings were held by residents of the city, the
rest were occupied by individﬁals residihg in the surrounding sub-
Turbs.36 —

Thus the process Qf*ﬁneven economic development‘has produced
two Detroits. OnE;Detroit——the standard met?opolifan statistical
area (smsa)~-includes Wayne, Oakland and Macomb céunties. This.
Detroit has a generally dynamic economy, stimulated by high aggre-
gate levels of capital inﬁestment. It contains about 47 percent
of Michigan's population. The majority of the population in this
Detroit is white,,lives in one-family houses located in suburban
areas and earns a per capita income aone the state's average,

But within this.metropolitan area lies the City of Detroit=--
an internal colony of unemployment, underemployment, poverty and
near poverty. This area contained 17 percent of the state's pop-
ulation in 1970, but was the place of residence for 67 percent
of Michigan's black resideﬁts. From 1960 to 1970, the black pro-
portion of the population of Detroit increased from 29 percent to
L4 percent, and if projections are correct will rise to 73 percent
by 1980. In the period just preceding the fiscal calamity of the
Detroit school system, the total unemployment rate in the City
"0of Detroit almost doubled, rising ﬂ;om 5.5]percent/in 1969 to

¥
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10.0 percent in 1971. Unemployment among whites."dbreased.from

4

' “3.9 perceht to 7.5 percent. ¥Black unemployment grew from 8.5

percent to 14.2 percent.38 l"Disguised unemploymént"'was\proﬁabiy‘ jf
much "higher. A survéy of the central ;ore of Det;;it in 1969 re- ¢
vealed that one person in four was unemployed b@t not counted ;
‘as being in the iabor force. The comparable figurg for thé.U.SL
as a whole was one in ten.39 In 1970, 34 percent of thé,families
in poverty in Michigén;@and 83 percent of the f;ﬁilidl ihvpoverty
in fhe Detroit metropolitan area, resided in the ciﬁyiof Detroit,
In sum, in Detroit as in other large, aging me%éapolitan areas
in the Uﬂited States, uneven economic deve10pment creates a fam-

iliar process: capital flows into suburban peripherieé,QgEijﬁﬁzj) :

plus labor force concentrates in the inner cities.

L, The Fiscal Crisis in Detroit Education.

The severe financial problems facing the Detroit school system
in November of 1972 had been building up over a period of years,
Thé gchool district's deficit rose continuously from $6.7 m¥llion

at the énd of the fiscal year of 1968 to $20.3 million in ?ZEV

to a total of $80.0bmillion in November, 1972 (c.f. Table 1), A

. school system has two alternétives in the face of a rising imbal-
ance between expenditufes and reQenues: it can attempt to decrease
costs or it can try to increase revenués. The Detroit school sys-

tem has attempted to do both, But the spiraling budget déficit

)

attested to the school system's inability to successfully implement

e

either course of action. To undérstand the naturé of the fiscal
crisis facing the Detroit school system we must explore the structur-

: : AN
al factors responsible for rapidly rising educational outlays as

i

-
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- well as the barriers.to raising adequate revenues to cover rising
. \ : . .;\ ’ .

expenditure demands.

N\ " A :
' La, Rising Expenditures. .
¥ - g .

Between 1963 64 and 1972 73, the total operating =xpenditures
for the Detroit paﬁflc schools‘more than doubled, risﬁnz from $124.1
million to $281.8 lellon~~aggrowth rate of roughly 13 percent a
year. In marked contrast to national trends, the rising expend-
itures in the Detroit sehdol system have not been linked to ex-
panﬁing enrollmentslgli The total number of students in the Detroit
school district éctuallw decreased by 4 percent between 1963-64 and
1972—73. As a consequence, per pupil expepditures increased at
a siichtly faster rate, (14 percent) th%n totel expenditures--
from 3421.16 to $1,000. 6@ during this perlod (c.f. Wablewz)

The rapid rise in per pppll expenditures is the result of a
number of interrelated factors rooted in the political economy’ of
central city education &urinéphe past decade. In Detroit rapid
ingreases ih educational outlays stgmmed from: (1) increases in
the amount spent for;sbhool disg%ict personnel; (2) the impact of
inflation on the coets of goods and servicee purchased by\the
school sysfem; (3) the rapidly increasing social eﬁpenses\éiaced
on a central city school system called upon te serve'an increasing
‘M;hare of the state's surplus labor force and working poor,

Educatien is a labor intensive entefprise. By far the largest
proportioguofxDetroit school expenditures goes for personnel ser;
vices and the,iﬁportanberf this category has been increasing over
time. In 1970-71, 56 percent Sf current eperating expenditures
went for salaries and fringe be;efits~~an increase of 4 percent

H
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over 1966~67, Expansion in v, school district employment by
~ A
about 2000 workers contrlbuted to 1ncreased personnel costd during
ST »

this period., But the larsest share of this employment increase
r

Q§87 percent) occurred -in “special projects" funded by federal and

o e

state aid, The number of day scnool teachers- emplOJed by the dis-
 trict for regular purmnoses acgually declined by 175 between 1966-
N .
67 and 1970~71., Expanslon in nonspecial purpose, local district
eﬁ%loyment took place‘primarily in the categories of administrat-
ion (central and regional administration and clerical staff) and
socdfal control.(e.ga attendance agents, security officers).uz
The primary determinant of the rise in educational expenditures
in the Detrédit school district over the past few years hae been ‘
rising employee salaries and benefits. Eighty-nine percent of the
rise in educationz2l outlays between 1966w6? and 15?O~7l was attribut-
able to,imvvudfinﬂ exponditures on salaries and tfrimse benefits.
Salary. increases among counsellors, assistant principals, pfincipals.
reglonal and central 1dm1c1 stration ranged from 63'to é# percent.
"_ Teacher salary increases vanged from 42 percent (for BAs) to 53
percent (for Pﬂds)ﬂ Wage increanses for noneducational'employees
ranged From 20 to 43} percent,  While administrative and supervisory «.
costs 2scalated most vrapidly during this period, they madapup a
relatively small part of total operating costs for the schdol dis-
trfict., Risine salaries and benefits for Lnstructional employees
contributed mogt to rising overating expenditureéﬂu3
Q( Increased costs ror instructional emplpyocu are a direct re-
. e -
sult or AdvunoesLin teacher bargalning power over the past decadg.
The advances in Qar aining power of instructional employees during
f/ o : ,

Q 4
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the smxtles is attrlbutable to market factors and the rlslng una', o

ion strength and mllltancy among Detr01t teachers.‘ Between ‘the N ,
- mid~fifties and the late 'sixties, the nation experiencedva_rapid” J

A

\ rise’ in the demand for teachers, The expanding demand for teachers

@

was produced by the post World-War 1T "haby boom" and by . the rising

fraction of the population staying in school as educational cred-',

v

entials increasingly became a prerequisite to a living wage, Whlfe

v
"“

the supply of teachers also increased during this period, it did
not keep up with expanding demand. As a result, increases in
public school employee wages«--1n suburbs and central cities allke--
outstripped those of private sector workers during this period.uu

Increased union strength and militancy among teachers is a
second 1mportan+ determlnant of the rapid increase in salaries
and fringe benefits among public scheool »mp]oyees. During the

sixties collective bargaining and negotiated wage aépijments-be~

came the rule rathér than the exception in many parts of\the
country and teacher strikes to achieve demands increased rapidly.
Between &969 and L965‘work stoppages among public school achers
in the United States averaged 3.3 per year., Between 1966 and 1971,
the average number of work stoppages per year escalaééd to 110.6
(c,f., Table 3). Michigan reflected national trends as the numbeg
of strikes by public school employees rose from 16 in 1966 to 34
in 19?0.*5 ‘Thuas, the eruption of the 3 day teacher strike in De-
‘troit in september, 1977, is part of a general pattern of-in:;eas-
Lna\teacher militancy in the United States,

The rising militancy amone teachers has been stimulated by

another factor linked to the growth in educational costss the
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general inflation experienced by the U.S. economy during the.pasti
two decades. Between 1958-59 and 1971-72, inflation pushed up
the costs of text-books, teaching aids, and other suppliéé needed -
to operate and maintain educational institutions by about/one-

- third. Inflation sent construction costs for new schools soaring
by mbre than 65 perceht. The interest costs on new bond issues
by elementary and secondary school districts "increased markedly

as well.ué

Central city school systems like Detroit have been 4
‘ particularly hard hit by inflation. During the 1973-74 school
year inflation alone gdded $24 millionp (nine percent)_to the
costs 6f simply maintaining the Detroit school system at it's
‘current level of operation.47 ,
In the past few years employee groups have more vigorously

demanded improved working conditions and wage increases to ad-.
vance their level of living and to protect against inflation. At
the same time, local governments have been pre;sured by rising
prices in goods and services purchased from the priyate sector,

by .cutbacks in federal assistance and by incréased resistance to
tax increases by local residents. The result has been a collis-
ion between rising'employee demands and a tightening vise on State
ménagement's ability to fund such settleménts.48

Moreover, education, like most State services, doeé not lend

itself readily to innovations that increase productivity and there-
by offset increased instruct;onal costs and inflation. Expansion
in the costs of administration--the fastest growing area of educat-
ional expense--results from the increasing complexity, and in Detroff,
the decentralization of school district organization. But growth

\

in the number of administrative personnel is also linked to continuing
. . A :

O
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quforts.to increase educational productivity throughfmore intensive.
| supervision over the iﬂétrudtional process. ,In recent years, teach-
er~administration‘conflicts have been increasingly rooted in issues
concerning control over the work process.49
Finally,'school diétriéts, like Detroit, face enormous addit-
ional costs as an increasingly large share of the state and nét-
ion's surplus labor force and working poor are located in the cen-
tral cities of older, larger metropolitan areas. Children who
require expensive special programs are concéntrated‘in central
city districts. It has been eStimated, for example, that when in-
fant morfality rates rise above 30 deaths per li;e births, as
they do in ghetto areas, 20-25 percent of surviving children have
neurological‘defects requiring special attention. Tﬁe'costs of
simply maintaining order in central city school districts have
been rising as well. As noted abové, one of the fasteést growing
categdries of expenditure in Detroit has been the rising cosfs
- of employees, like attendance agents and security officers, who
exercise soéial control functions. In New York City, for example,
vandalism cost the school system $3.7 million in 1971 while Newark
spent an equivalent of $26 per pupil jusf to guard its school
buildings. dnsufprisingly. recent estimates suggest that New York
City would hade to spend $1,334 per pupil to provide the same
schooling that would cost the nearby wealthy suburban school dis-

trict of Edgemont (Scarsdale) $l,000.5o

av . 4 . 3 .
In conclusion, increases 1n educational expenditures are an

N

outgrowth of the dynamics of private capital accumulation and the
changing social ‘relations of production in State educational ser-

vices. Technological chahge and increasing concentration of

o~



of production in bureaucratic, corporate forms of organization
have increased the demand for educated labor power but have also
fogtered the growth of a surplus labor force concentrated in cen-
tral city areas and necessitating increased educational expenses
in the interest of political stability and social cohesion. In-
Lflation, changes in market conditions, and rising union strength
and militancy among teachers have given rise to marked increases
in inétructional costs and an intensifying conflict between schooi
employees and school manaéement over issues of educationalipro-
ductivity (further increasing the cost of educational administrat-
ion). Faced with rapidly rising costs, central city school
‘systems. have similtaneously encountered resilient barriers to
raisiné offsetting revenues. The result has been a fisqgl crisis

in central city education. /

Lb. Constraints over Revenue Accumulation.

In the United States, the financiéf’responsibiiity for the
nation's public schools is shared by federal, state and local gov-
ernments. In 1971-72, fifty-two percent of the general fund rev-
enues for Detroit schools was raised by the Detroit sghool district,
thirt&-seven percent was raised by the state of Michigan, and the
remaining eleven percent came from'the federal government. This
pattern has not changed over the past several years.51 The D74/T
troit school district, therefére, has the primary responsibifity
for generating increasing revenues tojmeet rising expenditure demands.

Over eighty-five_percent of locally raised funds for the
Detroit schools come from property taxes; the remainder from borrow-

52

ing and from fees and charges imposed for specific services.
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Almost all of the state aid for education in Michigan comes from
V4

sales taxes.

Ihe Tax Revolt - ~
- An intensifying taxpayer’s revolt has been the principal
barrier to accumulating sufficient local revsnues to meet rising
expenditure demands in public school systems in the United States.
With 1ncreasing frequency, local voters have refused to approve
school dlStRlCt requests for bond issues and property tax hikes.
'Nationally, more than 70 percent.of all school bond issues were
approved between 1958 and 1966, but more than half were turned
down in 1971. Similarly, about half of all school system requests
for school tax increases were rejected in 1970 (c.f. Téble L),
In Detroit, the millage deféats. which prscipitated the fiscal
crisis in the school system in 1972, were a continuation of stiff
voter resistance to increased takes for education dating back to
1963, Between 1963 and 1972 voters turned down ten out of twelve
" Detroit school district requests for millage increases and bond
issues (c.f. Table 5). |
Intensifying pspular resistance to local tax increases stem

from a number of features of the contemporary U.S. political econ-

omys (1) rapidly rising rates of taxation at all levels of gov-

ernment; (2) the pature of taxation by local governments; specifi-
cally, the nature of the property tax which is slmlltaneously high-
ly 1nequ1table. visible and subject to more popular control than
most tax levies; (3) opposition to the uges to which local taxation
is put reflecting antagonisms between classes, between racial

groups, and between private and public sector workers; (4) a

SRy
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general. declipe in'legigimagx of some central city govefnments due

to their inability to effectively respond to the social needs of
many of their constituents. |
Bisine Taxes |

Aggregate %ax rates average about 28 percent in the United
States and have been rising rapidly over the past few decades.53
According to the Alvisory Commission on Intergovernmental Relations,
there were 531 instances of tax rate increases at the state level
alone between 1959 and l97l§4 And federal payroll taxes take an
increasingly large sharé of personal income. in 1973, social
insurance taxes rose to $63.7 billion or two-thirds of the amount
collected under the'indiviQual income tax.55 Accordiqg to Gallop
polls, the share of the adult population‘beliéving that taxes are

oo high" rose from roughly fifty percent in,the middle 'sixties

563

Ta

to Seventyrpercent in the early °'seventies.

The Property Tax

Property taxes rose from $22.6 billion to roughly $45 billion
between 1964 and 1972. Effective prbperty tax rates--the tax lia-
bility relative to the markef value of property-~rose from 1.41 per-'
cent in 1955 to 1480 percent in 1969 in the United States.57 In Mich-
igan property tax levies more than doubled between 1959 and 1969
and have increased more than five times since 1949.58

The structure and incidence of the property tax have been a
focal point for the rising local resistance to increased tax levies
for education. Residents offaging central cities, like Detroit,

face particularly high levels of local taxation. Between 1950 and

1973, the total city, county and school property taxes paid by

.
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Detroit residents rose.frem 39.2 to 65.4 mills (c.f., Table 6). 1In
' 1973, Detroit paid in local income, utility and property levies,
and eQuivalent of‘75 mills of property tax--one-third more than
any_ctner city in the state and three -times the average city tax
rate in Micnigan.59 | o ’ |
. The concentration Bf the tax burden in aging central cities,
like.Detroit. stems from:. (1) the inequitabie structure of the
property taxs and (2)'uneren econom;c development %inked to patterns
of fiscal autonomy ameng‘local governments resulting in uneven fis-
cal development between cere areas and suburban'peripheries in:the
me tropolis, | | |
Ineguity in the- Prop=erty Tax
There is considerable agreement among public finance sﬁecial-
ists that the proberty tax, as currently administered, is a regress-
ive tax. While there is disagreement as to how regressive the ' '
.current property tax is,{cenventional analysis views the current
//property tar as "a kind of excise tax borhe. by renters through
/ higher rents; homeowners through direct billing; and consumers
- through higher pr1ces on commodities and serv1ces produced with
taxes on nonres1dential property" 60 The sources of regres31v1ty
in the property tax can be d1v1ded 1nto two categories: lnequlty
f inherent in the current structure of the property tax and regress- .
ivity stemming from economlc and polltlcal arrangements that in-
fluence how the property tax is levied among industries, classes,
and local government jurisdictions.® tw
The-regressivtty inherent in the current propertyvtax resides

in it’'s flat rate structure which applies the same percentage tax
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rate to all categories of incomé and propertjb The property tax
laws of most states require that all :}asses of property be
assessed at the -same percentage of current market valua and full
valuation still remains the mgst common valuation standard: Full

value assessment and the uniformity requirement appeared,in§@ost

'state constitutions before the turn of the ceﬂ!ﬁry. Strong pressure

for this legislation came‘frqm business interests who feared that
state legislative bodies might fall under the control of populist
interests and develop progressive property tax systems designed
to expropriate big business profits.61 _ ‘ ’

Since housing is a'neqessity which accounts for a decreasing
éhare of family budgets as incohe levels rise.62 and since fhe
property tax is levied at the same rate at all rent and ownership
levels, property tax payments account for 5 decreasing share of
family income as earnings grow. As aAresult,the property tax im-
poses a pafticularly stiff burden on single family homeowners (who
pay about 40 pefcent of all property téx revenues ih Detroit),
on sma&l businesses and on poor people. Within the class of low-

income ¥households, families living on relatively small, flxed in-

comes (e.g. the elderly, the underemployed and working poor) suffer

‘particularly severe hardships from the property tax. For example,

recent e;timates suggest that in 1970, families with less than
$2,000 annual income paid roughly 17 percent of their inéomes in
ﬁfoperty taxes while families with incomes of $25,000 or more
paid less than 3 percent of théir incomes in property taxes.(c.f.

Table 7).

J
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There are additional factors which aggravate the unequal dis-
tribution of the property tax levies among classés and local gov-

ernment jurisdictions. For one thing, state and federal income

' tax provisions permit families to dedwt property taxes from their

taxable incomes. Homeowners who itemize their deductions benefit

from ‘these provisions by shifting part of their property'tak bill

onto the state and federal governments through a reduction in
their income tax liabilities. Since taxpayers who itemize deduct-

ions tend to have higher-than-average incomes, the impact is re-

gressive,

© ' Second, the way in which the property tax ié administered has

added to it's regressive impacf.on the working/class and competjtive
capital. Favaitism, cbrrdption and carelessness.perVade the assess-
ment process. Despite the full value assessment and uniformity
requirements built into most state constitutions, the assessment

system is actually characterized by fractional assessment with

'eagh local assessor selecting his or her own fractional standard
~and his or her own extra-legal system of classification under )

‘which certain preferred classes of property tend to be assessed

at a lower percentage of curremt market value thanuother classes

r i o L

of p_roperty.63 As a result, the ratios of assessed valuation to
actual market values within and between local governments often
vary greatly.

In the nation's older central cities, assessment bias is a

-prime contributor to property tax regressivity. There 1is substant-

ial evidence that in many cities low-and moderate-income residential

properties are assessed at much higher proportions of market value

N,
e

3 ;
a



than upper-income residential properi:ies.64 'Small and medium
scale commercial property appear to be taxed at higher rates than
lérge-scale industrial property as well.65 The'underassessment
of high-income neighborhoéds'and large-scale industg}al properties
is fregently a deliberate attempt by central ciéy officials to :
slow down the suburban trek of the tgxable wealth the citylneeds
by shielding it from the full force of the central city tax rate.

Third, in the United States the fiscal-autohomy afforded to
local municipélities’énd school districts further increases the
concentrat;on of the tax burden among lower income groups and older
cghpral e¢ity areas. Since public services like schools are largely
paia for by property taxes at the local level, affluent suburban
communities have a competitivé edgg conferred upoﬁ them by their
high tax bases and a marked incentive to keep fhgir tax bases high.
The most direct method of tax base preservation is to exclude from
the‘coﬁmunity those who cannot pay their own way fiscally--families °
which would live in homes that generate insufficient ﬁroperty tax
revenue to cover the cost of the public services they require, In
most metropolitan dreas in the United States the "favorate exclus~
ionary device is zoning restrictions.

Exclusionary zoning results in vast differences in income
levels among local governments in metropolitan areas.66 In 1970
the median family income of Detroit metropolitan area municipalities
ranged from $48,715 in affluent Bloomfield Hills (a place of res-
idence for the industrial corporate elite) to $8716 in Highland

Park (a heavily black, -industrial working class community bordering

the inner core of Detroit). In 1970 the median family income
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of the central city of Detroit was $L%;045 placing it sixth from

N

the bottom among the seventy municipalities with populati@né above

2500 in the metrdpolitan area.67

Fiscal autonomy among loca} governments and reliance on loc-

~ al property taxation forges a link between uneven economic dev-

L
elopment and uneven fiscal development in metropolitan areas. While

new building activity and appreciation of existing'prOpéffieg
send the tax rolls of one community soaring, it's neighbor may
experience little or no growth in it’'s ngBErty tak base. 1In
metropolitan greés, like Detroit, flight?to the suburbs has robbed
the central city of ;t's traditional edge in industr;al and commer-
cial activity. Much of the flight to t@e suburbs has been sub-
Xsidized by the building of freeways which}.in'Détroit,‘has re-
moved 2600 acres from the tax base furthering the fiscal dedeveiop-
ment of the city. In Detroit the aggregate market value of pro-
perty actually declined b§.$865 million between 1960-61 and 1967-
68. By 1971-72 the aggregate value of property had arrived again

to the 1960-61 level. But the cumulative loss in property taxes

N . a
to- the Detroit school system during the 'sixties amounted to

over $91 million (c.f. Table 8). -

‘Thus central cities like Detroit face the folldéwing contra-
diction. They can attempt Fo tax themselves at a stiff rate to
provide the services needeé by an ihcreasingly low income populgt-

ion. To follbw this path is to risk driving many of the remaining

b

firms, industries and relatively well=-off households out of the

city to thevsuburbs (where property tax rates in the U.S. average

some fifty percent lower68
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tance among those remaining. Or else central cities can optito

) as well as foster increasing tax resis-
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retain the cyrrent preperty tax rate but fail to meet the sociaie
}*3; expanding snrplus labor force and the public needs

of res1dent$'of ‘the clty as a whole. | |
This- cgntradlction is compounded with respect to educatlon.

As cen%ral citles confront rlslng unemployment and underemploy-

ment, physical decey, pollution, crime and the host of other soc-

ial problems-linked to deﬁeveIOpment of the urban core, they'cannot

accord the&séhe priority‘to education‘as middle and upper'income

sub%rbs.,;Cenﬁral'city and suburban districts face fundamentally

diffbrent sets of public expenditure priorities. Central cities
/ . .

~raeked by "municipal overburden" confront the necessity of pro-

viding those public services that are not needed by affluenti
sﬁburban communities (e.g. increaéed welfare, health, urban re-
newal outlays) as well as those public servicee used but not finan-
ced by suburban residents (e.g. libraries, museums, water and sew-
age systems). “ . |

\ Thus, while Detroit's millage rate for schools is below that
of‘mdst of the suburbs in the metropolitan area, Detroit's munici=-
pal tax rate'ranges from two to five times the level of{suffound—
ing suburbs (q{f:tTanle'9J.» And a.reCenﬁ‘study has estimated that
by prov1d1ng services drawn upon but not financed by 'suburban res-
idents, Detroit has subsadlzed the suburbs to the tune of $22 mill-

€9 -

ion a year.

Slnce the dlstrlbutlon of the tax base is clearly unrelated
to the educational requirements of the population, fiscal revenues
are divorced from social needs exacerbating inequalities among

classes, racial groups and local governments in metropolitan areas.
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In the Detroit metrOpolltan area, the average prOperty value per

pupll of the wealthlest tenth of school districts ($47,035) was
over flve;tlmes that of thﬁ average wealth of the poorest ten
ﬁercent k$9;339). Inequalities in the‘distribution of takable
wealth?a@ong metropolitan school systems A;ah that sch001 districts
‘have to fﬁpose very d}fferent local tax rates to raise equivalent
“;méunts 6% money per student. For example, the tax base_SE/Dear-
bor@x(the home of Foré Motor Company) was $45,339 per pupil, |
while next door that of Dearborn Hts. was $9,206 ih 1971-?2.?0
Dearborg Hts. would have to levy a 5 percent propért& tax to gen-
erate the same amount of iocal revenue that Deapborn could raise
from a l‘peréent tax, While the property tax ratés among the
wealthiest tenth of school districts in % Detroit metropolitan
area averaged only 70 percent that of the poorest group;‘the per=-
pupil expenditures among the wealthiest tenth exceeded those of
the poorest tenth by ag\average of 44 percent (c. 1, Table 10).
Finally, the poorest tenth of school districts contalned 3.0
percent of the metropolitan’ apea s total taxable property but
instructed 6.2fperce;t of thé'area's students. The/;ealthiest

tenth of school districts, on the other hand,%held 13.1 percent

cf the_area's-ta;;blé wealth but were responsible for instrué;ing
only 4.2 percent of the area's student popﬁlation7D (C;f.'TabIe.ll).
\ Uneven economic and fiscal development are related to the "
segregation of class, racial and age groups among local municipal
and school district governments. This uneven "sdcial"\development

among local governments has played an addltlonal role 1in fosterlng

local tax re31stance in central cities and inner ring suburban-

S
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jufisdictions. The age distribution within nany central cities-
tendévto be polarizing between the young (who are frequently poof'
and dlack) and the elderly (primarily white) whose limited resourcee,
or sentimental ties_torhome and neighborhood maintain thelr locat-
ional ties'te,the inner city. In many central cities, parochiai'
school enrollments are quite large which is partly avwhite fesponse
to the increasing concentration of black children in central city

public schools. As bond issues or tax increase requests become

_cldéely contested, a small decline in the fraction of'persdns

having a direct stage in the public school system has an imnortant
influence on the election's outeome; |
In Detroif,'fer’example, 12»percent of the city's population
is overvés; dompared,with'an averége of 8 nercent for the SMSA.
In l??éj73; 67 percent of Detroif;s school population was black
while less than 45 percent of Deﬁroit voters were black. And
while enrollment in nonpublic schools has been declining in De-
troit, non—public school enrollment still accounted for over {2
percent ofgelementary and secondary students in 1972-73. Char-~
acteristieaiiy. Detroit school millagerpfoposals dhnry black neigh-
borhoods but are defeated in areas-heavily populateﬁ by the aged,
the'childlees and those whose children'are in parochial SEhools.72
Uneven economlc, fiscal and gocial. development has resulted
in the concentration of the aged the %oor, and the’ black: in de-'
caying central cities. As a consequence,'tax‘re51staneeﬂlncreaSé-
ingly expresses opposition to the uses to which sducational éxpend—“,.
itures are put stemning from divisions between classes, racial
groups, age groups and private and public sector workers in the‘
central c&ty, Today there is a w1despread feellng among central -

oy
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city residents that school expenditures have besh rising too fast
and that the increases have not produced a commensurate improve~-

ment in the quality of education. ;f_j,bkémple, Detroit exper=~
R -
igyepent score§ among it's @,

ienced a continous decline in thé‘;_
pupils thraghout the 'sixties andltﬁ;\éiﬁggicé now ranks in the ’
bottém one percent of school systems fé ﬁichigan. In 1970-71, al-
:most Lo,000 sfudent's dropped out of é%e Detroit school system,
And employmeﬁt opportunities for ﬁétrpit graduates are increésing-
ly slim., Under these ciroumstances widespread citizen discontent
with the effectiveness of the Detroit educational system is hardly
surﬁrising. = ‘ ' " R
In Detroit, taxpayer resistance is\also_expressed along class
lines., Symbolic issues, likevtne glevénfchauffef driven cars
made available to top school officigls and -school board members,
or the fact that 700 school employees were pald more than $20,000
a year in 1972, proliferate during millége~ahd bond election péf-
io@s. Tax resistance has also been a weapon of racial struggle
" in Detroit. Opposition to desegregation efforts by school officials
‘has been expressed through resistance to tax increases for educat-~ |
ion, Finally, %ﬁe realization that the wage gains of teachers
‘have been out—?}stancing those of private sector workers has stim-

-ulated working class and local business opposition to tax increases

‘ 'fogneducation.73

As older, decaying centgal cities become the arena for in-

ténsifying struggleé'am iﬁl groups for a larger share’of a
decreasing ple, and as they experience mounting difficulty in

meeting the social needs of their residents, they have suffered

\f '
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a general decline in legitimacy. As‘Rudolf Goldsheid has suggested
in another context, "If the State must constantly » il to satisfj
even the most urgent social needs because it is, so to speak, the
5 ’ foremost pauper in the country...how then can the :State arouse
anythihg but hostility against itself?"7u This ¢seems to be the,
situation facing a number of 1entral city governments today.

Vigibility of the Progerty Tax

The manner in which the local property tax 1is leYied»makes
it a highly visible tax to local residents. No doubt this is one
of the most important factors underlying_increasing resistance
to local tai jncreases over the past decade. While sales taxes
are paid a few pepnies at a time and income.taxes are generally
deducted from‘paychecks before the money is actually in hand, the
property tax is paid in large sums directly from the taxpayers
pocket, Most communities bill taxpayers annually or semiannually,
and even when the property tax is jncluded with the monthly pay-
ment the taxpayer is usually more sensitive to it's‘impact than.
that of other state and local taxes. And since reaséessments of
property values are made infrequently, they usually involve lérge
increases in tax liability. The large discontinuous jumps that
oceur in property tax liabilities heightén it's visibility.

It is also of marked significance that the property tax is,
by and large, the only major tax on which the elecforate can vote
directly in the United States. FSr this reason, school district
requests for property tax increases provide one of the few direct

outlets for general resistance to rising levels of taxation, to

3.
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a regressive and inequitable tax structure, to a lack of efficiency
and effectiveness in the delivery of public services, and to pre-
Availing expenditure priorities. R
| In conclusion, the Majqr}barrier confronting the Detroit school
system's quest to eccumulate revenues to meet rising expenditure‘
demands has been tax.resistance by local residents. The tax re-
volt has been a product of the rapidly mounting tax burden ex-
perienced by Detroit residents and the seeming lack of effective-
ness and efficiency of school district programs. The martting De-
tr01t tax burden results from inequities in the property tax and :
uneven economic develOpment interacting with fiscal autonomy among
local governments to divorce fiscal resources from educational '
needs in the metropelitan area. Tax resistanee also expresses
class,.raciél and private/public sector working class antagonisms
and a general decline in the legitimacy of the school system it-
self. The visibility of the property tax and it's susceptibility
to direct vote have made local school nillage and bond elections
a respository for the political express10n of the most basic

Lia

contradictions in the U.S. urban politicﬁl economy today.‘

5. The Future of the Fiscal Crisis.

Some public finance speCialists have argued that the sever-
1ty of the fiscal problems facing public primary and secondary

educetion in the United States will decline during the next de-

74

cade. A number of factors appear to underly this prognosticat-

“ion. For one thing, the growth in school enrollment that engulfed
A

the ecucational system during the 1950s and continued into the

1960s has all but ended. While public school enrollment increased
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29 percent during the"sixtiés it is projecféd to increase only

2 percent during the 'seventies, Secohd, estimates suggest that
the supply of college graduates capable of feaching will signifi-
cantly exceed the demand during the next decade, The oversupply
of teachers will presumably dampen the growfh rate in instructionﬁ_
 al costs, Finally.‘thg future rate of increase in schéol expendi-
tures may decline if cost-saving téchniques; like extended or year
round school plans, teaching machines, the combination of small
schools into large, and allowing class sizes to rise by failing

to replace teachers who retire or quit--are adopted by a/lérge
number of school districts.75
R Thfé line»;f reasoning may be persuasive when applied to
trends in the aggregate national balance between revenues.and
expenditure demands for education. But it masks the continuing
process of uneven econbmic and fiscal development which results
in the imbalance between social needs and fiscal resources in
large urban school systems like Detroit. Growth in the -:onomy
and thg tax base are occuring in suburban jurisdictions while the
unmet needs for improved education cgntinue to be concentrated
decaying central cities and inner ring suburbs. Moreover, change..
in the total supply and demand for teachers will have relatively.
little impact on instructional costs in large urban school dis-
tricts Wﬂere wages are primarily determined by collective bargain-
ing rather than by market forces. Finally, -to the extent thaf»
efforts to increése educational productivity and decrease costs

entail more centralized control and -tighter supervision over the

instructional process they will encounter stiff resistance from

40
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teachers (and from local school district officials when state
departments of education attempt to exert control over théir loc-
ai domain). In short, it seems most unlikely that the fiscal
crisis of education, experienced by older,ylaréer,,urban school
districts serving a large share of the nation's working class
school children, will dissipate simply tﬁrough changes in "pro-

duction techniques", demographic composition of the population or

R

t

labor market conditions.

In the long run the evolution of the fiscal crisis of U.S.-
education will be determined by the ongoing political struggles
between classes and among status groups. At present there seem
to be rather formidable barriers to the development of permanent
solutions to the fiscal crisis of education, whether these are
proposals forwarded by elite groups "from aboveJ.or efforts by
mass based popular movements "from below"”., These barriers to
fundamental change in the fiscal structure of education are rooted
in the nature of the class structure and the manner in which the
State is organized in the United States.

Barriers to Change.

Any plan that seeks to restrain uneven economic and fiscal
development in thevmetropolis, rather than leaving it to the play
of market forces, will require the establishment of new forms of

State control. The implementation of rational public planning

in areas like edycation requires the creation of state and/or

metropolitan governments with wide-ranging fiscal powers covering
metropolitan regions as a whole: comprehensive control over much
of the land that is to be developed in metropolitan areas; tax

revenues sufficient to enable state and metropolitan governments

1
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to acquire land and carry out the public wcrks,rgquiféd for its
development; and a housing policy that would eliminate segregat-
ion g& pro&iding people at all income levels with freedom of

76

choice in the location of their homes, Because it inevitably

entails transfers of value from one piece of land to anopher, =
and control from oné government to another, planning of this nat-
ure is bound to come into fundamental confliét wifh fhe'existing -
~ intérests of local landowners and land deveiopers, commercial
and industrial establishments, and municipalities and school dis-
trict governments in the metropolis.
| The constitutional structure of the United States, which div-
ides governing responsibility among federal, state and local gov-
ernments, and between units within levels of government, contains‘
an inherent-weéknessx if the same interests do not hold power
petween and within levels of government, the creation‘of a coherent .
and unified plan for fiscal developmeﬁt is likely to be frustrated,
seriously dlsruptlng the functioning of the system as a whole.77
In the United States corporate centers of economic power have tended
to focus their attention on the federal government while locally
and regionally based commercial, industrial, real estate and fin-
ancial interests have been more active in state legislatures and _
local city halls. This arrangement has been in operation since
the rise of big business in the last decades of the nineteenth
century and has worked reasonably well up until now, But in the
last few decades, as uneven economic development has intersected
with fiscally autonomous local governments to produce markedly un-

even fiscal development, emerging contradictions have called into

question the continued viability of State arrangements.
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At least ¥hree key groups are involved in an ongoing struggle
over’the‘organizatiOn of staté\activitiesz locally based ruling
groups with a sizeable middle class constituency heavily concen-
trated in the more well-to-do suburban communities; the national
ruling cléss including the corporate rich and their foupdatiohs
with.direct.ties to university and goverhment planning groups;
and,centfal city and inner riﬁg wo;king class communities, Grodps
in poweryat the local level sharply oppose efforts.at educational
‘reform that threaten their own fiscal and class advantages. ‘The -
situation facing nationally based centers’of power is somewhat
more ambigious;. From a narrow economic perspective,‘the concén-
tration of the shrplUs’labor force and the stagnating tax base
in central cities is of little'concern to many corporate giants--
their profits after taxes haven't usually been much affeéted{_the
inner city constitutes a declining share of their total market
éctivity, and they have not had much need for the kind of unsEilled,
low-paid labor which tends to be located there. However, the
central city remains a primary locale for corporate headquarters
and an environment of}civic.peace'is a prerequisite to engaging
in profitable economic activities., The fiscal crisis of central
city school systems disrupts political stability and thereby threat-
ens to undermine the legitimacy of the‘system as a whole,

National rﬁling groups are therefore prepared to promote pro-
grams, including educational reforms, calculated to pacify_the
inner city working class population and reduce the potential dan-
ger it presents to social order and security. They do this by

supporting programs designed by elite, nationally based committees
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and commissions, like the Advisory Commission on’ Intergovernmental
Relationé and the Committee on Economic Development which are
diregted at curbing the excesses of uneven fiscal development. Yet
given the structure of government in the United States, locaigy
dominant groups frequently have virtual veto power over these
programs, or are in a position to directly or indirectly assume
'responsibility for their execution. This dilemma is particularly
apparent in public education since logﬁ; governments presently.
agsume the‘major financial and administrative responsibility for
operating this sector of the State system,

Finance Reform _in Michigan

The barrie%s to the development of permanent solutions to the
fiscal crisis of eduéation, and the types of policy changes likely
to be forthébming; were rather clearly revealled in Michigan dur-
ing 1972-73. In responsé to the Detroit school district's financial
collapse and plea for additional funds, the Mfchigan Legislature,'
after lengthy debate, authorizea special loans to pay off the
debt. - It then passed a new state law mandating the Detroit school
board‘to impose, without a vote by Detroit residents, a one per=-
cent income tax which would remain in force until a local millage
renewal passed. The educatign income tax would automatically be
reimposed any time the school millage fell below the newly man-
dated operatingylevel.78 This l;ft Detroit residents with two -
alternatives:s either they could pass the previously defeated mill~
age renewal request or they could continue to be subject to the
state imposed one percent education income tax. On September 11,
1973, a primary and special election was held in Detroit. Included

on the ballot was a proposition to increase the school property

l\}‘ A "1.‘7




bs

tax by seven mills. This proposition was passed by the electorate
by a two to one margin. The Board of Education income tax was then
rescinded.79%Thus, the immediate responsé of the Michigan Legis~
lature was to "disenfranchise" Detroit residents and impose a sol-
ution. This was an emergency measure, howevér, and efforts had
been underway for some time to develop a more durable response
to the intensifying fiscal dilemmas facing urban education in Mich-
igan. A

The fiscal crisis facing large, aging central city school dis-
tricts, like Detroit, is easily solved in theory. The fiscal re-
sponsibility for education could simply be shifted to the stdtes
or to the federal government who would then collect all school
taxes and hand thé ﬁoney to school districts by a formula which
takes into account enrollment size énd educational need. Inc i,
most national planning bodies,'including the. President’s Commiss~
ion on School Finance Refofm, have recommended complete state or

80 Such a system would, spokesman

federal financing of schools.
have arguéd, "meet society's interest in having all it's citizens
hoderately well‘educated, (feap the) benefits of an educatedﬁglect-
orate, a skilled and mobile labor force and a'system in which‘
class tensions are mode}ated by the belief that opportunities for
economic and social advancement are relatively open.‘-,'81 Presum-
ably state or federal finance would also remove some of the in-
centive to fiscal zoning among local governments, curbAsomeNBf

thé more blatantly regressive features of the lodal tax system,
tie growth in tax fevenues more directly to ‘growth in tﬁe national
economy as a whole, and aid in the development of mechanisms for
increasing educatiohal\@roduqfivity currently¢frustrated by the

Y,
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existing fraghentation of‘local school districts.

(7 Michigan's Republican Goverhor, William Milliken, has been

| a national leader in the movement for the state financing of pub-
lic education. In 1969 he became the first U.S. Governor, and
one of the first government officials in Michigan, to argue that

\ the system of school finance was inequitablg and should be changed,
He propdsed an alternative pian whereby every school system in
Michigan would get the same réturn on millage and whichilimited.

L]

the_ability of wealthy districts to spend vastly more than poor

ones could affbrd.82

But he took a beating in the state legis-
lature and eventually decided to bypass the state governing body
entirely by sponsoring a petition drive to get his proposal on
a referendum ballot in the November, 1972, elections. The success-
ful petition drive was led by the Michigan Education Associdtion
whose 80,000 memﬁers pledged $250,000 to tﬁe campaign to gain
voter approval. The referendum drive was also backed by the League’
of Women Voters, the Michigan Chamber of Commerce, and a number of'
importanf Michigan-business interests.83
In essence, Milliken's proposal placéd low constitutional
ceilings on the property tax for qulic school operationg and direct-
ed the state legislature to make up the difference in revenue from
other, unspecified sources. It was well known, however, that
Milliken strohgly favored an increased flat réte state income tax
along with a value addgd tax on business as methods to finance
state educational outlays.84
Milliﬁen's proposal (Proposal C) immedia{;ly encountered strong |

opposition from organized labor. William Mafshall, President of

~ the Michigan AFL-CIO, denounced Proposal C as a "blatant attempt

1
[ )



47

to shift more of the tax burden onto the baQFs of working people
under the guise of property tax rellef."85 The main b9neflClar198
of Pr0p0sal C, blg labor argued.vwould be Michigan business 1nter-~
ests who would receive a $500 million break in local property
taxes” whlle s1mlltaneously blocking the creation of improved prop-
erty taxes at the state leve186 With the strong backlng of organ-
ized labor, a grqup of’state legiélators. led by House Speaker
‘WilliapsRyan (Dem., Detroit), countered with an additional tex‘
revision proposal calling for the removal of the existing constitut-
ional ban against the progressive income tax in Michigan. Ryan’s,
| proposition (Proposal D) also found a place on the November ballot.
Proposals C and D were soundly defeated at the hands of Mich-
igan voters in the November electlons.87 Parties to the proposed
changes had failed to circumvent two central roadblocks to state
or federaltassumption of educatiaonal financing in the United States,
First, it was widely recognized that there would be an enor-
mous increase in educational costs and tax levies associated with
a shift from local to state finanoingezEducational costs would es-
calate because recent court cases, in Michigan aod elsewhere in
the nation, clearly implied that shifting to state financing would
en;ail»reducing the disparities in expenditures existing among
districts within the state. Equalization by cutting school expend-
itures in districts that currently spend large amounts per pupil
would be out of the question‘given the political clout of suburban
districts in the state legislature. Rather it would be necessary
to raise the level of expenditures in all communities 1in the state

,\\

closer to the highest levels. Governor Milliken conservatively
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placed the additional cost of shifting to state financing at P45
million., But the chairman of the Senate Taxation Committee Hut
the figure at between $1l4 million and $1.3 jillion depending

upon the percentile norm toward which districts would beﬂraised.ssl

' - - :
Thus, in-a climate already characterized by increasing resistance

1y

7 to tax increases by local voters, thé poséibility of lérge-scaie
rises in tax levies for education did much to spell the demise
of the Michigan finance reform proposals. |

The second major barrier to state financing of education is
powerful suburban opposition to the decline in the power of lbcal
sysfems that would almost inevitably(fesult. The Michigan school
finance reform proposals fell victim\%o widéspréad opposition to
loss of local school district autonomy intertwined with fears
about busing for integration in metrépolitaﬂﬁreas, and a strong
feeling among "out-state" residents that the finance reform was
debigned not for théir benefit but largely to save the Detroit
school system.89 The impact that shifts in financing would have
on decisions affecting curriculum, textbook selection, salary
levels, lawbor negotiations, administrative organizdtion and so
on is a matter of some dispute, Yet it seems certain that a mQQe
to state financing of schools would markedly increase the power
of state departiments of edycation. State control of funding WOu;d
foster statewi%s collective bargaining between instructional per-
sénnel and state administration, statewide salary schedules and
tenure laws--all boosting”th% costs of educatifn still further and

threatening the entrenched interests and perogatives of local school

systems,

~
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Thus, as the Michigan case reveals, efforts to remove the

‘role,of‘local fiscal arrangements in school finance face tough

obstacles. A shift to state financing would entaii major fisQai
and political changes in education. While prOperty.taxes might
be. reduced, aggregate taxes would rise COnsiderably-as the le&@l
of educational costs $ocar, Nationally, equalization of school
districts to the 90th percentile would have raised total state-
local taxes‘zo percent or.mofe in, ten states and 15 percent or
more 1in 27<states“in 196-70. The costs of equalizing expendi-
tures among districts within states to the 90tﬁ?percentile and
equalizing expenditures between states to the 80th’percentile would -
have increased the costs of financing education in the United
States by over 25 percent in 1969-70.2? In other words, an

attempted shift toward state or federal financing of %ducation

.~¢calls into question the present distribution of school tax burdens,

tthe concentration of wealth among individuals, the variations. in

spending levels among districts, the locus of educational-decis-

ion making power, the capaCity of states or tﬁg federal govern-

ment to fund 51zeable increases in educational outlays and thus

state and federal budget priorities as well. In view of the gosts :

and class interests involved, it is not surprising that qg;;e‘has

‘been so little movement toward shifting the financing of education

to state or federal levels despite the mounting fiscal dilemmas

facing central city school districts like Detroit.

In Michigan a compromise school finance reform policy was fin-

‘ally hammered out in steps over a period of several months. It pre-

'sently contains the following elements: (1) a new state allocation

:l)g, .'«.- . L -
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formula that creates incentives for local schooi districts to tax_
themselves by tieing the amount of state aid to the tax‘rate of ,
the ‘local district; (2) a modest effort to equaiizevspending among'\K
school districts by placing a state guaranteed floor under local
district expendlture levelS. (3) the 1mplementation of a new proper—
ty tax relief plan-whlch cushldns the effect of the property tax

on the elderly anihon low income groups. ThlS set of reforms

combine incentives for increases 1n the local tax effort w1th

efforts to blunt some of the harsher features of the fiscal system..
It is currently being hailed as a model for other states to follow.91

Yet it is clear that none of these reforms address the basic -

" causes of the fiscal pllght of Detroit, the 1nequ1table structure

of Michigan education or the basic contradictions facing the €d-
ucational system as a whole, |

Pooular Reform Movements

In ‘the absence of strong challenges from a broadly based and
unlfled popular movement it is unllkely that there will be funda-
mental alterations in the flscal structure of U.S, education. To-
day, battkes for tax reform are being waged in both legal and
political arenas in the United States. |

To déte, the central thrust of the liberal wing of the ed}
ucational reformmovement has rested with legal struggles in state’ -

and fedéral courts challenging the constitutionality of the pre-

sent methods of financing education. And in several states judgesr

" have held that eiisting systems of financing public education vio-
iﬂlated the equal protection clause of the Fourteenth Amendment to

the U.S. Constitution in that they made "the quality of a child’s

4
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'educatlon a functlon of the wealth of his parents and nelghbors" 92

In December, 1972, the Mlchlgah Supreme Court ruled in Mllllgeg

v, Green that +he state S method of flnan01ng education was un-

const1tutlonal 23 vThe State Supreme Court held that educatlonal
"dlsparltles stemmlng from taxable wealth dlffqrences between dis=-

‘trlcts v1olated the equal protectlon provisions of the Mlchlganr
--Cenétitution. But thevStete Supreme Court did not order a new
:feysten;',Rather, it returned the task of devising a new system to
. the-ﬁichlgan Leglslature. This legal de01s1on was subsequantly

(Fhallenged and placed under review but it nonetheless probably

]

§

However, the recent flve to four decision of the U.,S, Supreme

helped to spur the eventual compromlse finance reform package

1

.

devaloped durlne 1973

LeCourt in San Antonio Independent School District v, Rodriguez,

‘which refused to declare the Texas school system‘unconstitutibnal.
was a substantial setback for the\legal struggle for finance re~
9L

form. The U.S. Supreme Court decision did not foreclose lit-
igatidn challenging school finance on state constitutional and
statuatory grounds; so this issue will continue to be contested-
in state courts. Nonetheless, the U.S,. Supreme Court decision‘took
‘much of the wind out of the sails of the legal battle, Moreover,
tne U.S. Supreme Cogrt'e recent decision prohibiting interdistrict :
busing between central city and suburbs in Detroit, whiie calling
for further measures to "desegregate" the central city alone, will

- undoubtedly spur further white emigration from the central city

. \ . . . ’
and exacerbate uneven fiscal development and class and racial seg-

regation in the Detroit metropolitan area.

Ly . r - i
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;ﬁ“: . Local political struggles for tax reform have also failed to
| significantly alter the fiscal system. Ironically, the very
structuro of the tax system operates to diffuse bblitical opposit~
ton,95 'Thevregressive and inequitatls nature of the tax structure
creates divisions among strata of the working class: between the
employed and the unemployed. between the nonpoor and the poor,'be-
tween the young and the old. The financing of social prSgrams‘
fall heaviest on working class wage earners, The largest share
.of‘welfare expshditﬁres'is.figanced through regressive, inequit~
sble sales andfprsperty taies; SOCial security is funded through
regressive payroll taxes. Education is financed loc¢ally by in-
equitable property taxes. ~Therefore. while it is in the interests
of State clients to struggle to obtain as-mﬁch as'they can from
the State, it is frequently in‘théjinterests'of other segmsnts of
.ths working.class to oppose thesg demands. And the divisions
within the working class have been further exacerbated by increas-
ing government fragmentation in the hetropolis and t?e concentrat-
ion of poverty, 'unemployment énd racial minority groups in the
urban core pitting working class suburbs'against central cities
in relati?ns of mutual suspiCion and fear.
Divisions within the working c¢lass have allowed conservative'
. local business interests to gain electoral support from large
numbers of workers on tax reform issues. The principal leaders
of the property tai revolt often prove to be local real estate,

96 As the Michigan case

commercial, and industrial interests.
reveals, business interests pushing for local tax reform frequently

intend replacing the property tax with even more regressive/alternatives

[
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like flat rate income and'éonsumption taxes. Thus, in the'qpsence
of careful analysis'and‘communicafion about the class incidence

of alternative methods of taxation, and the nature of the link

between tax burden‘énd expehditure‘benefits among districts, and

the development of strong working class leadership on this issue,

~the direction taken by local tax reform efforts is unlikely to

pose fundamental challenges to the exploitive structure of govern-

ment finance.

In central cities, like Detroit, the difficulty ofdeveloping
a cohesive and effective challenge to the fiscal structure of U,S,
education is compounded by racial divisions and by conflicts be-
tween private and public sectog workers. The resistance of local
voters to tax increases for education 'has tended to divide the
-Detfoit community along racial rather than class lines. Detroit

is a city where almost seventy percent of the school children are

" _black while nearly sixty percent of the voting population is white,

School district'reQuests for ﬁillage increases generally pass 1in

«"" . .
black neighborhoods and frequently fail in white areas. The local
resistance to increased taxes for education is interpreted by a

large share of the black community_as‘res;stancé to black efforts

[ R 707
N

to wrest control over théi%'lﬁéalJSChdols.and'as yet another man-
ifestation of white racism, . " o |

‘The rising strength and militancy of teacher uniohs seemingly
offers thp‘greafest potential for uniting variéus segments of
the communit& into a broadly based forCé challerging the fiscal
structure of education in the;ﬁnited States. Teachers command a

position which af‘.fds them a perspective on the-eduéational system
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as a whole, They have increasingly recognized that their train-
ingdas "professionals" does not correspond to the roie they actu-.
ally occupy withinfthe educational system. But they have failed
to integrate their job interests-With the public interest of the
central city working cl ass as a whole.

Teacher's union prégrams during the-1930s and 1940s freqﬁently
went beyond wages and working c;nditions and included demands for
fundamental reforms in educational 9mactice and a criticai postﬁre

on important domestic and international issues. ILacking collect-

'

‘ive bargaining rights, the subordinate position of teachers within

the educational system led them to seek alliances with parents and
students. But as the strength of the labor movement among teachers
has grown, their need for a coalition with parents and childgen
declined, and so has their attachment to pubiic service and a
critical'educational philosophy.97

In large central cities, like_Detroit, the political thrust

of black demands for community control during the late 'sixties

ran counter to the emerging trade union consciousness of teachers.
Thé movement to advance the self-interests of teachers seemed to

bg antagonistic to the demands of parents of minority group:sthdents
for a renewed teacher commitment to community service, Méreover.

in their struggles for wage increases and improvement in work- |

ing conditions, the teacher's movement confronts increasing resis-
tacen among already heavily taxed central city residents. School
administrators, eaught in a vise between rising expenditure demands
and declining revenue sources, have been playing off teachers against

irate taxpayers and community control groups in an effort to curb

i '
‘-) ’
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s - teacher power and increase educationalvproductivity through ther
development of more interisive supervision and control over the
instruetional process. In the hands of school administrators, issués‘
like creating mechanisms for ensuring teacher "accountability" for '
the performance of their pupils, have exacerbated the d1v151ons K

between teachers, minority groups and private sector workers,;98

There is eome evidence that teachers have begun to move from'
a "trade union" consciousness to a broader perspectiﬁe on the fis4w
cal structure of education in the United States. 1In Caiiférnia;?
for example, the CFT has begun to raise the class issues of state
finances +the unequal distribution of tax burden and expenditure
benefits among social classes in the educati onal s&stem. ‘They have
tied their demands for wage increases to demands for implehenting

» progressi#e taxes in an effort to ensure that their own wage

gains are not brimarily atﬁthe expense of other working class
wage-earners.99 The feeus on the class issues of statef;nance
promises to provide a link between teacher's organizations and
irate taxpayers that may move the tax reform movement 1ﬁKa left-
ward direction. But there is’ lattle evidence to date that teach-
er unions have begun to intensively re-explore the role of educat-
ion in a capitalist society'nor have they begun to systematically
re-evaiuate the relationshipkbetWeen their work and the class
situation of their clients in decaying central cities.

| In sum, popular movements for fundamental reform in the current
fiscal structure of U.S. education face resilient Obstacles} ‘The'

conservate Dhllosqphy characterizing the current U, S Supreme Court

’ijhas taken ‘the wind out of the sails of the legal struggle for

9.,
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gschool finance reform. The efficacy of local political battles

for tax reform. on the other hand, has been blunted by the'mhtual
antagonisms betweileorking class groups which have frustrated the
development‘of the political coalitions: necessary for basic alter-
ations in the fiscal structure and functioning of the educational

gsystem.

6. Summa and Conc ions.

By way of conclueicn; it is wbérth restating the central arg-

ument of this study. ’Cnanges in tne structure of the economy

rought about by technological change, eccnomic concentration and
uneven development have rendered State expenditures indreasingly
central to the process of capitalist developnent. In the 1ong’
'run “the State must encourage private accumulation more and more

in order to generate the economic growth required to raise tax
revenues., The State has also been forced to constantly expand
~ social expense outlays in the attempt to offset the threat to
political stability posed by underemployment, unemployment and
economic and social inequality. While the State socializes an
_increasing share of capital costs and faces a mounting burden of
eccial expenses, ngfits continue to be appropriated privateiy in?
. creaéing the tax burden on the wor?ing class. As Goldsheid noted
decades ago, "FiScal exploitation 1is an indispensable‘adjnnct of
exploitation by private enterprise...tax expioitation and capital-
istic exploitation, the turn of the tax screw. and the turn of tne
profit screw, reinforce each other."lOO

Morever, in the United States, the conjunction of uneven econ-

omic development and the Constitutional structure of the stite

9.
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dividing governing responsibility among federal, statevand local
governmeﬁts, and among fiscally autonomous uni%é within levels of
goverﬁment, has led‘to uneveﬁ fiscal development/among local mun-
icipal and school district,jurisdictions. Uneveﬁ fisqal‘devélop-
ment divorces the local tax base from social needs and exacérbates
the fiscal and social cr}gis facing central city goéefnmenﬁs.like
Detroit. These contradictions produce inténé{fying-sodial struggles
against the State. But in the United States there are deeﬁ'divis-
ions within both ruling and "insurgent groups., These d1v1s10ns are
_reinforced by'the decentralization of the State and have frust-
rated the development of lasting solutions to the ﬁlscal ditemmas
facing large‘central cities. . o

'In the final analysis the fiscal crisis of thé Capitalist
 ‘State resides in the separatign of the State from control-over
the means of producing goods and services to meet humah needs. * De-
pendent upon private accumulation for it's own survival, the |
State becomes the respository of capitalist,éontradictions rathef
than an instrument for the construction of a rational, well-managed

public economy capable of promoting the well being of all.
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of asaessed to market value of single family homes. ranged from ‘
0.28 in Rast Boston to O. s4 in predominantly Black Roxbury, while
' . assessment ratios on commercial property ranged from 0,59 in
" Hyde Park to 1.11 in South Boston. C.f. Oliver Oldman and Henry.
Aaron, "Assessment -Sales Ratios under the Boston Property Tax", e

Aﬂﬁeﬁagza_lgucnel. volume IV, (Aprll\1969). pp. 18-19. Also c.f,
David E Black. "The Nature andvExtent of Effective Property Tax

‘ - Rate variation Within the City of Boston"; Natjonal Tax Journal, B

}ff'l volume 25, (June 1972) to . - . ;%'

65. The class of land most underassessed is unsubdivided acreage*
ingide SMSAs. -Much of that land. 1s speculative; much is in estates
held by the very wealthy. and mudh is industrial. Gaffney's stud-
ieg of indUStrlal property in Milwaukee suggest that it is npt '
only underassessed. but regressively assessed and his findlngs‘

)\\ ™ have been supported by research’ elgewhere. C.f. M.MasondGaffney.

‘ "The Property Tax is a Progressive Tax" ~ocee of the Sixty-
Fourth Annual Conference on Taxation (Nat10nal Tax Assoc1atibn.
l97l). pp. 415~ 418; M. Mason Gaffney.g”What is Property Tax Reform?”
American Journal of Economics and Sociology, (April, l972) o
66. C.f. Richard Child Hill, "Separate and Unequali Governmental

. Ihequality in the Metropolis", American Political Science Rev;gw, v

' _ forthcoming (December'1974); Bruce Hamilton has looked at the y '
roperty tax's incentive. to fiscal exclusion gnd its effects. He

agias discovered that in states. where there is high degree of ' ‘

reliance on locally raised revenue t6 pay for public schools, there

geems to be a discernibly highetr degree of income segregation |

among communltles than elsewhere He also found that fiscally
motivated zonlng has, restrlcted the total amount of 1and avail- .
able for low-income housing in metropolitan areas. C.f. Bruce
Hamilton, "Property Tagation's Incentive to Fiscal Zoning" in -

George Peterson (ed), Property Tax Reform, op.cit., pp. 126<130,




- 68. George E. Peterson.~"The Iasues of Property Tax Reform;" in .
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67 U.S. Bureau of the Census. U.S. Cengus of Population; lQZQi':u};uj

Volume - L; Qngzg xgrggticg of ;ng opulation, Part 24, Michigan,

(Washington. D.C.: U.,S. Government Printing Office, '1973).

69. William B. Neenan."”Suburban-Central Clty Exploitation Thesi;‘w
National Tagx Joggn 1 (June 1970). pp.'ll7 139. For a critical

response to Neenan's thes;s. c f. Petér Brown, "On Exploitation",

ﬂgjigngl_lg;_ggugngl, volume XXIV number l (March 1971), pp. 91-*
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70. Michigan P;;blic School D;gtg;ct Qaj;a, 1971-72, Research Div-
ision, Michigan Education Assoc1atlon. @ox 673, East Lan31ng. -
Michigan. . ' N . , C e : . e
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71. Public finance specialists frequently argue that while it is
. obvious that there are large differences in the size of various -

school districts' tax bases a simple comparison of property val-
ues per pupil may overstate the inequaiities. This 1is beecause
w1th1n any labor market area it is probably’safe to assuyme that'

QVCOmmunltles hous1ng families of roughly equal economic status have
4$5ab0ut the same flscal capacltles. whatever their per-pupil prop-
-‘jerty tax base, The moblllty of families would ensure that if a
J-Fcertaln distPICt enjoyed a real tax advantage, those living else-
N where would" attempt to move ln o the area, and thus bid up hou31ng,

prlces. Their counterparts in the other community would pay high-

er taxes, but their other hou51ng costs would be lower, As ele- e
gant as thig deductive model may be. it has a number of exceptaons )
which sharply limit it's applicability, . For one thing, racial and %é

'ethnlc mxnorltles facing hou51ng discrimination invalidate the

assumptlons of this model since they are not free to choose thelf ,ﬂf
place of residence. Secondly, it is also mistaken to infer that.
famlly mobility lessens the meortance of dlfferences in tax base
of school districts housing families ﬁ%rkedly dlfferent_lnmincome
and wealth. Discriminatory zoning, bunl@1ng.codes ard_status groupuwi
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#nd class pressures have kept low 1lncome families from exclusive

.suburban divisions.

72 William Grant, “"Costs Zoom, Taxes Shrlnk for Schools," Detro;t
Free Press, November 20, 1972,

73. William Grant, "City Schools Head for Fiscal‘Showdown,“ Detroit ‘
~ Free Press, Novemver 20, 1972.

74, Rudolf Goldsheid, "A Sociological Approach to the Problenms of
Public Finance," op.cit., p. 212. *&“u

75, The research directors for the Tax Foundatlon, for example,
c.f. Frederick Andrews, "Easing the Bite--State and Local Taxes
on Businesses - .Soar But Respite in Sight," Wall Street Journal, .y
June 5, 1972. ‘

76. HanseBlumenfeld, "The Modern Metropolis", Scientjific American,
(September 1965). | ‘

77. In the ergument that follows in tﬁé next few paragraphs I am
indebted to ideas developed by Paul Sweezy in his "Thoughts on the
American System", Monthly Review (February 1969), pp. 7-12; and
wifterword: The Implications of Community Control", in Annette

T. Rubenstein (ed.), Schools Against Children (N.Y.: Monthly Re-
view Press, 1970), pp. 284-293. /

78, William Grant, "Millions for Schools at Stake Tu:sdayy "™ De=- -
troit Free Press, March 18, 1973

79. Department of Management and Budget, State of Mic ° .an, Accognt-
ing D1y1s1on Letter #31, "Expiration of Detroit Board of Education

Income Tax,” November 5, 1973, Lansing, Michigan.
L@

80. C.f. for example, Advigory Comm1ss1on on Intergovernmental Re~
latlons, State Aid to Local Government (Washington, D.C.: U.,S,
Government Printing Office, 1969); Committee for Economic Develop-
menty; Education for the Urban Disadvantased: From Preschool to
Employment (N.Y.s,-GED, 1971). |

81l. Robert Relschauer .and Robert Hartman, Reformfhg School Finance,
op.cit.s P 14?
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82 William Grant, YFull School Finance Reform Unlikely," De-

trojt Free Press, July 13, 1973

83. Roger Lane, "Organlzed Labor to Fight State Property Tax
Reform," Detro;t Free Press, October 13, 1972.

84, Ray Anderson, "Property,. Income ‘Tax Reform--At What Price t07
Communities?", M;chigag State Newg, October 25, 1972. "

8s, Quoted in Roger Lane, "Organlzed Labor to Flght State Prop-
erty Tax Réform." Detro;t Free Presg, 9p.¢ 1

6. Tl
87. Prquaal G was defeated by a margln of 58 percent ‘to 42 per-
”"}b went down to defeat by 69 percent to 31 percent.

/ A

éﬁ&ay Anderson,'"Pr%?e.

P e to Commun1t1es°"“' ig iggg State NeW§, op.ci%,
‘ '.‘:} : ﬁ"

89 T,?‘response sf suburban 1nterests to challenges to the local
prﬂperty*tax as a- methodyof finan01ng education’ in Michigan is
typifled in State Representa ive William Bryant (Rep., Grosse
Polnte) remark 1n ‘an 1nterv1zw that "I don't believe the pe0ple

88. fc oo

;Incom@ Tax Reform--%t
Whaﬁ : '

¥

- of thls_state wan:Lans1ng to tell them what and how to teach,
. what books and tests to use, and what schools to go to." Cited

in DEWi&lcooper. "Kill Schools Property Tax," Detroit Free Pressg,

'éctober,lé, 1971,

90. Robert Reischauer and Robert Hartman, Rgformigg School Finance,
op.cit., Table 3-11, p. 45. ' |

91. John Shannon{ “The Propérty Tax:s Reform or Relief," in George
Peterson (eds ), Property Tax Reform, cit., pp. 35-36.

92, Serrano v, Priest, California Supreme Court, 938254, Los Angeles,

~_ California, 1971, p. 1.

93. Milljken v, Green, Mlchlgan Supreme Court, 203‘“ W. 2nd, 457
Lansing, Michigan, 1972, s ,

94, Sap Antonio Ind;pendent School D;strlct v, Rodriguez, U.S.
Supreme Court, 337 F. Supp. 280, 3@, L Ed. 2nd 16, 1973,

95. Elllott Sclar, et.al., "Taxes, Taxpayers and 5001al Change:

The Polltlcal Economy of the State Sector," The Review of Radical
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Egliﬁigal Egonomics, vol. 6, no. 1 (Spring l97h), pp. 134-153.

o 96. Georgé Peterson and ASthur Solomon, "Property Taxes and Pop-

ulist Reform," The Pyblic Interest, no. 30 (Winter 1973), pp. 60~
62. |

Q7. Stanley)Aronowitz, False Promises The Shapi of Amerjca
Working Class Consciousness, (N.Y.: McGraw Hill, 1973), pp. 314~
315.

- 98. C#f. George R. La Noue and Marvin R. Pilo, “Peacher Unions and

Educational Accountability,” op.cit. The attempt to implement an
accountability or teacher evaluation plan by the Detroit School.
Board and the Central Administration of the district was the Kkey

issue which prolongedgthe September 1973 strike by the Detroit
~Federation of Teachers for 43 days. Labeled m»Cﬁtcheoh s Bludgeon"

by the DFT--after -the chief proponent of the plan, Executlve

Deputy Superintendent Aubrey McCutcheon-~the aecountablllty plan
was and is viewed by the DFT as:a device to "counter mounting _ .
community criticism of the schools" and keep teachers totally j_ %
submissive to the whims of admiﬁistrators-and community witch- “ -
hunters". C.f. Detroit Federation of Teachers, "McCutcheomts
Bludgeon," Detroit, Michigan, September.2, 1973.

99. James O’ Connor, The Fiscal Cnlgis of the State, op.cit., pp.
244245,

100. Rudolf Goldsheid, "A Sociological Approach to’Problems of
Public Finance," op.cit., p. 211,
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Table 11 Surplus-Def1c1t for the Detroit School District, 1967-
68 through November, 1972,

* Current
Year Ending o Operating Accumulated

June 30 : | Dgficit Deficit

1968, tvivririiiinnes  $=.7.0 $ - 6.7

1969 iuiiiiiiiiiiiees  $ 0 3.2 $ - 3.5

19700 . s s esveennennees B = 6.4 $ - 9.9
19710.-'.--co-o.oocvc $-10.}+ $"20-3

1972 (SePte)evveenees B =17.7 $ -38.0 (approx.)

1972 (NOV.)uvaueeenns 3 -42.0 $ -80.0 (approx.)

Source: Citizens Research Council of Michigan, Flnanc1al Problems .

;\?’:1ga y -February 1972; School District of the City of Detroit, Ein-
jal Stateme as of June 30, 1973, °To ether W1th Auditors"'

{ the .Detroit School Digtrict, Memorandum No. "222, Lansing, Mich-



Table 2% Pupil Membership, ?otai\pperating'Expenditures, and
Per pupil Operating Expenditures, Detroit School Dis-

trict, 1963-64 through 1972-73.

' Total s Per Pupil

Pupil ; Operating., Operating 3

Year : Membership Expenditures ‘E;pend;gu;eg,
1963=64.cuueians 294,223 $124,067,302. 421,16
1964=65. i uiuur 296,090 135,142,953 456.k1
1965-66e...uun.. 296,582« 155,399,177 523,96
1G66-67uurnrnn. 299,962 . 173,780,221 579.3
1967680 .vuvn.. 295,907 192,935,763 652.01
1968-69. .. \ves . 294, 094 204,751,324 | 696.21
1969-707. ... 0u.. 293,822 222,135,425 .  756.01
1970-71...v..'e. 289,550 259,059,145 iy . 89469
| 1971720 000eee. 289,446 281,116,658 971.22
7fgv;972-73......... 281,618 281,806,522 - 1boo.66

g'lf“xﬁﬁate audited membership for distribution of state funds. .

) 2%ncludes all federal programs - excludes social security. .
o - ;,,,?A\?érage per pupil co§t‘ systemwide, :

Source1 Detroit Public. Schoails, Faqtg_AngjﬁDetroit Schools,
Detroit, Michigan, February 1, 19745 p. 9. T




Table 31+ Negotiated Agreements and Work Stoppages Involving Pub--
lic School Teachers in the Unjted States. 1959=-71, :
' ted agreements;v '

Work Stoppacey

&
EEN

. i@»f'ix ‘ | Numbep o S
- Percent of WOrkerg Man-days-"~
Measurable Percent of Number of involved idle
Year districts teachers stoppages  (thousands) (thousands)
1959....  n.a. n.a. 2 0.2 o0y
1960.... n.a, - n.a. 3 5.5 5.5
1961.... n.a. - - n,a. 1 ' »
1962. ... n.a. -~ n.a,  » 1 20.0 20.0
1 1963.... n.a. n.a. 2 2.2 2.6
1964, ... n.a, n.a. 9 14,4 30.6
- 1965..... n.a. n.a. 5 1.7 7.9
1966.... 25.0 41,5 30 37.3 58,5
1967.... 34.8 52,2 76 92.4 969.3
1968.... L3, 4 58.7 88 ’_ 145,0 2180.0
1969.... 53.2 66.2 183 105.0 412,0
1970.... 57.3 63.6 152 k.8 . 935.6.
1971.... 64,1 74,2 135 76.5 551.4

lThe percentages are based on the number of respondents for the
given year.

n.a. Not available.
*Less than 50,

Sourcet: Robert Reischauer and Robert Hartman, Reforming School
Finance (Washington, D.C.: The Brookings Instltutlon, 1973),
~Table 3-3, p. 21.
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Table 4: Number of Public Elementary and Secondary School Bond .
Elections Held, Par Value of Proposed Bond Issuei,
Percentage Approved, and Bond Interest‘Cost’ in*the

- United States, Fiscal Years 1962:71,

Par value of

proposed - _ Net
Fiscal = Number of b;ggliiiges —Percent Approved lngggigt
Iga;ﬂi ‘elections of dollarg) Number Par value | (percent)
1962,..... 1,432 1,849 . 72.4 68.9 3.33 .
1963...... 2,048 2,659 72,4 69.6 3.11
1964...... 2,071 2,672 72.5 71.1 '3.25,
1965...... 2,041 3,129 4.7 79 .4 3.25
1966...... 1,745 3,560 72.5 4.5 3.67
1967...... 1,625 3,063 66.6 69.2 4,01
1968..... . 1,750 3, 740 67.6 62,5 k.57
1969...... 1,341 . 3,913 56.8 43.6 k.88
1970, ... .. 1,216 3,283 53.2. 49.5 6.39
1971...... 1,086 3,337 46.7 414 5.48

Sourcet Yene A. Kingy Bond Sales for Public School Purposes,
1970~71, U.S, Office of Education, National Center for Educational
Statistics (1972); as presented in Robert Reischauer and Robert
Hartman, Reforming School Finance (Washington, D.C.: Brookings
Institution, 1973), Table 3-4, p. 22,




Table 5 Mlllage and Bond Votes in the Detroit Public School
' Svstem 1949-1972,

‘ ' e Majority
Date " Proposition Vote
April-1949... 2.5 mills for 57yéars.......... Yes

April¥;953... 4,5 mills for 5 yearS.......... Yes
April-1957... 3.0 mills for 2 yearS.......... No
April-1959... 7.5 mills for 5 years.......... Yes

Apfil-l963.,. 12.8 mills for 5 years
v & $9 million bondS...eee:ves... No

Nov.-1963.... 7.5 mills“For 10 years...,..... Yes
Sept.-1964... $75 million bonds...;..;i;Q.... No
May-1966..,.. 2.5 ﬁills for § yearsg......... No
_No;.-1966.... 5.0 mills for 5 YeaArS.....e.0.0. YE€S
Nov.-1968.... 10.0 mills fﬁr 5 years......... No
May-1972..... Renew 5.0 mills for 2 years &
Add 5:0 mills for 2 years...... No

Aug.-1972.... Restore 5.0 mills for 2 years .
& Add 5.0 mills for 2 years.... No

Nov.-1972.... Restore 5.0 mills fér 1 year... No

Nov.-1973,... Add 7.0 mills for 5 years to
replace 1% income tax.......... Yes

Sourcet Detroit Public Schools, Facts about Detroit Schools,
Detroit, Michigan, February 1, 1974, p. 14,

© 4



Table 6: City, founty and School Property Tax Rates, City of
Detroit, 1930-1977, i A%

Y ~ Total School,
‘ School City County City, County
Year - - ~IggcRate  Tax Rgte  Tax Rate Tax Rate '
1950, 0 0v e 10.76 22.33 | 6.07 ; 39.16
19510 cvensen. 10.76 22,28 7.00 39.13
1952 400senns 10.86 22.58 6.15 39.29
19530 0eenss ;. 10.81 - 22,22 ‘6.14 "39.17 ,
1954, ciueees 12.81 22,19 6.02 141.02
19550t ceenns 13.90 22,17 7.40 43,47
1956.......5 13.86 22,39 7.35 43,61
1957, vves 14,07 24, 5k 7,41 L6,02
1958. .. ... Y., 1k.05 214,92 7.02 14600
1959 ¢ veennnn 17.38 25.26 6,82 Lo, 46
1960, .u...n ..  18.35 25.26 6.87 50,47
1961, . 0uuvnnn 18.60 25.73 7.19 . 51.53
1962, .0 00vunn 18.8 25.2 6.93 51.00
1963, 00eeennn 19.26 25.21 7.14 51,61
1964, 00 vun. .. 19.27 25,21 8.56 53.04
1965, 00 v, '18.86 23.97 8,46 51,30
19660 .v.. .. 19.08 23.97  8.87 51.91
19670 eennns 22,13 23.97 7.13 52.23
196é ......... 22.50 - 2ko07. 7.10 53.68
19694 vu e 22,86 2L,15" 7.10 54,11
1970.;g§¥g;ﬁ, 22.86 27.10 7.10 57,06
19710t 24,02 26.59 7.11 57.71
19720 0400ves. 18,61 27,0k 7.35 53.00
1973, .5 ..t 27.80 130,16 7.41 65.37

?Eource: City of Detroit, Community Development Commission, Pol-

Q icles and Programg Division, Detrait, Michigan

h" .



Table 7: Real Estate Taxes as a Percentage of Family Income,
Owner-Occupled Single-~ Famlly Homes, By Income Class
and Qy Regiom, 1970, S "

4 United North- North- P

. .y  States east central 'South  West
Egmglx_lnggmg Total + Reglon Region Region Region
' Less than $2,000.. 16.6 30.8 18.0 8.2 22.9
$ 2,000- 2,999.... 9.7 15.7 9.8 5.2 12.5
3,000~ 3,999.... 7.7 13.1 7.7 4.3 - 8.7
@0 000~ $,999.... 6.4 9.8 6.7 3.4 © 8.0
% 5,000~ 5,999.:.. 5.5 9.3 547 2.9 6.5
6,000~ 6,999.... &.7 . 7.1 4.9 2.5 5.9
7,000~ 9,999.... 4.2 6.2 b2 2.2 5.0
10,000-14,999.... 3.7 5.3 3. 6 2.0 4,0
15,000-24,999..., 3.3 b6 3.1 2.0 3.4
25,000 or more.,. 2.9 3.9 2.7 1.7 2.9
Mean Pef;entage S
A1l Incomes....... 4.9 6.9 5.1.- -2.9 Sk
oL - % .

reported was received in 1970,

Source: U.,S. Bureau of the Census, R931dent1al Financ urvey,
1970 (éonducted in 1971)., Data presented in John Shannon, :
"The Property Taxs Reform or Relief?", in George Peterson (ed.),

Property Tapx Reform, (Washington, D.C.: The Urban Institute,
1973), Table 1, p. 27. | | | |

lCensus definition of income (1ncome from all sources) Income .-
;~Z

A
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~.Table 8: State Equalized Property valuation in Detroit and Anmual

P . Revenue-Loss and Cumulative Revenue Loss to, the Detr01t
7?'-' School Dlstrlctl 1960~ 61 throuzh _973474 o ,
RO State f- B o APEL N o
T Equalized. ' Annual choof?;f . ! _
: -+ Year ) vValuation Revenue’ Loss_~\ Aslc gl .
f ‘1960-61...2$5,672,17u,774- S :;Xk.f; Py
‘ 1961-62... 5,507,996,411 $ 2,587, sy -
1962-63.. 5,285,411,561 ' 6,095,388 - $ 8,862,839
1963-64... 5,26L,577,424 6,423,734 15,106,573
1964-65... 5,229,935,894 - .-6,969;685 22,076,258
 1965-66... 5,196,904,960 7,490,252 29,566,510
1966-67... 4,991,121,110 10,733,406 40,299,916
1967-68... 4,807,697,930 17,946,539 58,246,455
1968-69... 4,925,596,060 15,498,975 73,745,430
1969-70... 5,188,215,960 10,046,987 83,792,417,
1990-71... 5,306,284,180 7,385,023 91,187,440
1971-72... 5,719,277,840 .
1972-73...  5,770,590,140 ),
1973-74. .. '5,806,682,%%?1 N

lEstlmated

Sources Detroit Public Sehools,
troit, Mlchlgan. Feoruary 1, lQ%% p. 3.

vt
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‘Table 91 Property Tax (millage) Rates. City of ﬁetr01t and Sel-
' ' ected Sgrroundlggisuburbs. 1968-69, - ¥

- Citwr * Schools Only 1t1 Onlx ;tx & Sgﬂ oL
| DetrOLtl...‘ .......... 22,53 (19)° 42,64 (1) _"'i“65 7 4(1)
S Highland Parki....... 29,41 (16) ©29.757(2) . ¢ 59.16 (2)
* > Madison Heights...... 42.28 (2)  13.73 (13) 56.01 (3)
' ~ Oak Parfi..iia..... ©39.99 (3)  15.99 (8) " t55;98:;(ﬁ) X
' Roseville............ 35.20 (7)) 18.99-(4)  s¥{19 (5)
Westland...... ceee... L2701 (1) 11,07 (18) , 53.78 (6)
Carden-City......e... '38.29 (&) = 14.22 (12) .  52.50 (7)
TS 32.01 (19 18.21 (5)  '50.22 (8)
) Livonia.......... v... 38,02 (5) . 12,09 (16) 50.11 ,(9)
. St. Clair Shores..... - 34.58 ( 8) 15.14 (11) 49.72  (10)
" Royal 0aK........ wee. 33062 (9)  16.02 (7) 49,64 (11)
‘East Detroit........ . 30.13 (15) 15.02 (10) 46.35 (12)
WATTON. s ervnennns. ~32.95 (10) 12.44 (15) 45.39 . (13)
Lincoln Park......... 28.16 (17)  17.20 (6) 45.36 (14)
Southfield.......v..s 35.70 ( 6) 9.24 (19) 44,94 (15) .,
PORtiac. .. veesueen.ns 32,17 (12) 12,50 (14) - s4.67 (16)
Wyandotte.......... .. 28.16 (17) 15.74 ( 9) 43,90 (17)
 Dearborn............. 23,73 (18) ,  19.99 (3) = 43.72 (18)
Allen Park........... 31.94 (14) 11.16 (17) 43,10 (19)
_ -+ Dearborn Heights..... 32.53 (11) .8.85 (20)  '38.28 (20)
lpetroit also;lev1es a citywide personal income tax which has been
translated 1hto a mlllage equlvalent
J;'f%Rank order
‘ ‘Source: State Assessed Property Division of the State Tax Comm—
ission as citied in“James Guthrie, et.al., Schools and Inequality,
(MIT Press, 1971), pp. 119-121. : 2
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 Table 101 Relation of School Dlstrlct Wealth to Tax&Rates. Local
_ . Revenue per pupil and Total Expendltures per pupil,
o for the 86 school districts in the Detroit Metropolitan

R AR Area, 1920 71 _school vear, in deciles.
,.,,;. “l D r% ) k’ . '
S ‘ ‘ average v _
o ¥ ' state average : total
' equalized equalized 1local : operating l
School Districts valuation millage revenue expenditure
(in deciles) per pupil rates  per pupil- _per pupil |
Poorest .tenth (n=9)... % 9,339  35.2 $ 311 $ 756
. Next tenth (n=9)... 11,803 32.1 337 772
Next tenth (n=9)... 13,152 4.3 398 766
Next tenth (n=8)... 14,730 34,4 Ly - 797
Next tenth (n=8)... 16,034 344 517 - 803
Next tenth (n=8)... 18,063 32.4 545 865
Next tenth (n=8)... 20,581 32.1 605 869
Next tenth (n=9)... 23,994 . 30.8 - 652 917
Next tenth (n=9). 29,433 32.4 - 865 1013
Richest tenth (n=9). 47,035 EQ24'5 1055 1085
Detroif........;. 18, 325 22.9 bhl .. 895
1

total expenditures by local, state and fedéral gbvernments.

Source: calculated from raw data provided in: (1) Michigan Educat-‘
ion Association. Research Division, Michigan Public School Distric

. Da 1970-71, Eagt Lansing, Michigan; (2) Michigan Department of
'Educatlon. Local“ fool Dlstrlct R-sults. The Fourth Report of the
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Table 11: Distribution of taxable Property and Pupll Enrollment
among the 86 school districts in the Detr01;?metropol— '
»__itan area, 19?0071 school yeagﬁ};n deciles,

(&) . (B)
‘ Percent of total = - Percent of total.
oo taxable property in  public school pupils
School Disgtricts . metropolitan area in metropolitan area -
_(in deciles) o located in: enrolled int AME
Poorest tenth (H=9).., 3.0 % : " 6.2 % A48
Next tenth (nz9)... 4,5 - | 7.5 .60
Next tenth (n9)... 4.9 | 7.1 4 . .69
Next tenth (nig)... 3.7 . 4.8 .77
Next tenth (n=8).... b, b 5.2 % . % .85
Next tenth (n=8)... 34,2 39.9 .86
Next tenth (n=8)... 10.5 10.2 1.03
Next tenth (n=9)... 7.5 5.9 1.27
Next tenth (n=9)... 13,9 'ﬁ 9.0 1.54
‘Richest ten®h (n=9)... 13,1 | 4,2 3.11
' Total (n=86).. 99.7 % ., 100.0 % .
 Detroit........ 29,54 29.2 %_ .95

Source: calculated from raw data provided in: (1) Michigan Ed-
.ucation Association, Research'Division,¢michigan Public School o
District Data, 1970-71, East Lansing, Michigan; (2) Michigan B
Department of Educatlan. Local School District Results, The

Eourth Revort of the 1971~72 Michigan Educational Assessment Pro- ..
gram, Lans1ng, Michigan, Spntember, 1972, |, A
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Table 11 Distribution oI vaxaple rroperty ana rupl
among the 86 school distrjcts in the Detr
~__itan area, 1970-71 school yeagﬁﬁin;decile

] . EI N

i (4) .
‘ Percent of total = - Perc
oo taxable property in  public
School Districts . metropolitan area in met
_(in deciles) o located in: e
Poorest tenth (H=9)... 3.0 %
Next tenth (nz9)... b5
Next tenth (n%9)... b9
Next tenth (n=¥)... 3.7 :
Next tenth (nﬁﬁa...du b, 4
Next tenth (n=8)... 34, 2
Next tenth (n=8)... 10.5
Next tenth (n=9)... 7.5
Next tenth (539)2" 13.9
'Richest tenth (n=9).;~ 13,1
' Total (n=86).. 99.7 % .
~Detroit........ 27.5 %

Source: calculated from raw data provided in: (1)
.ucation Association, Research Division, Michigan Pu
Digtrict Data, 1970-71, East Lansing, Michigan; (2]
Department of Education, Local School Digtrict Rest
Fourth Revort of the 1971~72 Michigan Educational £
gram, Lansing, Michigan, September, 1972,

"y
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TNy a;qh August 6 1974, the Detroit school board went’ before the

city s voters with a“request for a five-mlll school tax. increase.

of the $28 5 miFj ﬁh revepue request $12 million was slated to %

.covar the cogt of infla ion; the rest to pay for program lmprove-

. ments 1nglud1ng reduction in class 31zes and the purchase of addit-

ional textbooks.lOl

During the weeks immediately precedlng the mlllage electiOn.'
a concerted campalgn was - ‘waged to galn voter approval. Contract

negotlations between the Detrolt BOard of Educatlon and the DFT
had all but come to a stand stlll durlng the summer, Increasin '

[l5e% ‘
bLtter threats passed back and forth and each s1de ‘began making

preparatlons for ‘another strike. . However, in an exerclse of pol-
itica&”muscleﬂjrepresgntatives of business and labor managed to
press a one-year compromise settlement upon the contending parties

posgngnlng theﬁlmpending strike for at least %nother year. arn

1mportant factor underlying this compromlse was the fééllng among

school and unién off1c1als alike that az\early contract sett;Ement

would help conV1nce voters to approve the tax 1ncrease.102 (<

—\_\

At the same tlnﬁ the Mayor of etrolt, Coleman\_oung, co-
/

headed a mlllage rgnewal commlttee and act\way campa igned for *
the sthool tax increase, Mlchlgan s'Goverflor/Milliken . forwarded
Ggverpor| ‘
1etters to magor Detr01tﬁnewspapers outllnfng the*sav;zgi/;pfbe- :
&
S -
troit res1dents entalled 1n the state S new school £} ance reform .

package;and urged passage of - the mlllage requestv\

.- 41

The request for the educatlon tax;lncrease was defeated{by

oa
E B pa—

S —s, !
.57, 5 percent of the vate in the August 6 @iectlon. The mlllage de- %
feat threatens tooundﬁé the precarlously balanced)bu |

8 \
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. by the Detroft school system during the ﬁé% year.‘ The school
' ;J} B@fict must cut about $12 mllllon from ex1st1ng school progra’b oo
- 'aIn additloh the Board is eXpected to seek another millage vote qu
% ’ Ll
~as early as N ber and will ask for additional ass1stance ;roh,
the state leglslature.103 |
- R ¢
& % - ] Y
¢ . 4t
* " g
Footnotes -
7 LOl Wllllam Grant, ’@%ters Give Boost to Spe01al Educatlon". Detroit
Free Press,’ August 8, 1974 ,, | - T
102. William Grant, "DetrOJ.t “¥g@chers OK Pact; No Strike", Detroit ’
Free Press. August 6, 1974; Wllllam -Grant, "How Power Play Won
- 'School Pact,"” Detroit Free Press. Ayguét 6, 19% ..
103. William Grant, "Voters Give Boost to Spe01al Educatlonﬂg Dgﬁro;
Free Press. ~ugust 8, l97h ®- s . ' N TR -
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