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,..1.0CAL SCHOOL DISTRICT REVENUES AND EXPENDITURES:
THE RESULTS OF THE SCHOOL AID FORMULA

1

1: Tiie Egual Yield Concept'

schools is based on an uncomplicated notion: school distri4s should receive

Mithigan's "equal yield" school aid formula'for theTundin4of public .

equal dollars.per pupil fOr equal millage effort. Although there have been a

desdriptions of this concept, they all boil down'to two key elements:

1. The local community sh ould have the right to establish their own edu-.

cational goals and todecide how much they are' willing to spend to reach their

goals; and

2. The abllity of a scholil district to generte school revenue should

not'depend upon the propertwealth of diet district.A

Article 9, Section 6, of the Michigan Constitution
.

of the local school electorate to decide how Much they

establishes the right

x

are willing to pay to

reach thetr educational goals4 This was not changed under the "equal yield"

plan, nor 'could it be changed without a vote of the people,

The ,"4quaI yield" plan is designed to equalize the ability of districts

.to raise revenue by removps the previous tie between property wealth and

expenditures. .This is accomplished by providing-yhater_state funds to lower

SEV (State Equalized Valua
e

combination of state and
S.

on or pFoperty tax base) districts so that the

cal revilues equals a specified amount, called

. the guarantee level?. . .

According to the general.*_06iship formula passed by the legislature
4 /'

for the 1979-80 school'yea'r, a district's guaranteelevel,would depend upon

. . .

its millage rate. This dependenceis due to the inclusion in the aid formula

. , i

.
of a base payment of $325 pe'r pupil. Specifidally, the 1979-80 formula

.

4
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A

.provides,the following per pupil aid for eligible districts)

per pupil = $32.5 4- (0:43,000 X-millage up to .030)

(disrrict SEV per pupil X millage up to . 3

7.1- ($43,000 X 1/2 millage over .030)

district SEV per pupil X 1/2

N(ikke-

.

"Thus . the hase.pa Pt of $325 has th& effect

of operating tax levied by a school district

millage over .

of making each a

worth progressively

..membership aid', as indicated by Table I, below.

411a,:ge

TABLE I

q9-80 Membership Aid Guarantee Levels

ft

tional mill,

less in state

4.*

1.

Guaradtee Level (Vpupil/mill)

'18.mills.

22 mills

26 mills

30 lls

.34 mills

38 mills

42 tills-

/

o

$ 61.06

$ 57.77

$ 55.50

$ 53.83

$ 51.79

$

$ 48..88

According to the formula, therefore a s.chool district. of $30NWO Srv per
ts.

4

pupil, levying 34 mills for school operation in 1979-80, wou. r c

-metbership aid in the following atognt.:.

.$325 plus ($43 - $30) or.$1? per 'pupil per mill for die lirst 30-mills

-plus,$13 per pupil per mill for half of the mills Over 30. .Thug, .tot4 general

kie general

ership aid per pupilwould be $325 + $416, or $741, for this hypothetical.
o

C.



school district. In addition to the general membership aid, ihe district

would raise $36 pet pupll for each mill levied, or $1,020 per pupil. Total

revenue per pupil, therefore, would equal $741 plus $1,020, or $1,761. This

is equivalent to the per pupil revenue that would be raiged locally by #

4,

.school district of $51,794 SEV per pupil levying 34 mills far schob

(The membership .aid formulaslfor ea0.0ar since 1967-68 are presented in *\

Appendix A, along with.a brief discussioi of modifications made to the'formula

in 1975-76 and 1978-179.)
A

,/

4 J.

II. What Equal Yield Was Designed To Do

The success of the equal yield formula can-be ,measuredi only in terms of its

1.

4

objectivv. Thus, we must first revisit the objectives stated at the inception

of equal yield some seven1 yeare ago. These objectives were succinctly stated'

by Ur. ...Tames L. Phelps in the Novemb'er, 1976 issue of the Michigawlchoor

Board Journall and are as follows:

-1. To reduce the effects of property tax wealth on the level of school

revenues.
A

-

2. To reduce'the variatipn
ar
in millage rates across districts by providing

incentives for low millage district4 to increqse their effort, while.decreasing

the neceàsity orlow-SEV districts to levy high millages.
.._ .

-T,....

..3. TO,iikrease-the revenues available in previously low-spending districts
[.

..

.

withou ecreasing revenue 'in high-spending districts....
,

b P .
.

!
ft .

. .
it: To provide greatercequity within the property taxstructure and some

N

measure qf property tax relief.

1 ,

James L. Phelps, "Tht Equal Xield Concept.in Michigan, Third-Year Results,"
Michigan School Board Journal, Vol.' XXII, No. 9, November, 1976.'.

fl
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The extent' to which these objectives have been accomplished is discussed

in Sectio'n III following.

...

-.. .:.

.,

%
III. What, Equal Yietti.p-Has'Accomplphed

. .
, .

.

a
. Ajective One: To reduce the effects of property tax i4ealth'On the

or

level of school revenues.
A

1kt

Disparities in sc ol revenues due to prone,ity tax,wealth have beenreduced,
%

but not completely eliminated.. Considerable progress.has been made in reduCing

the difference in membership revenues between high- and 1aw-SEN districts

, .

levying the sameipillage. When compared to the inequities existing'in 1969-70,

thes"revenue gap"%is noFvery small: What were once differences of over $500

per pupil between rich and poor districts leving 30 milisN have now been

completely eliminated.. However, although substantial progress has already

been made, some ineguities caused by differences in tax base stilr.exist. A

"revenue gap" still exists between high- and low-SEV districts-levYing more
&

thap 30 mills. .Table II (next page) illustrates the nar rowing of the "revenue
14

gap" between $40,600 and $10,000 SEV per pupil districts levying the same

millaie.
4

I

Another waY to analyze the equalizing effects of the equal yield formula

Is to determine the amout of revenues, state and local, falling within the

guarantee levels and to compare that to total revenues. The following defi-

nitions are useful for unglerstandina this analysis;'

1. in-formula: For a district that is within the SEV guarantee and .

millage ceiling, all local and state membership aid is con-

.sidertd 'equalized.

I .
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II

Revenue Gap Between $10,000 SEV.and $4400 SEV Districts--

r .

Levying the'Same 0perati6naI Millage

4

lit 20 .22 25 27 / 30 33 , 35
. Year Mills :

- ,

Mills Mills , Millir7 k mills' mills . , mills
, .

1969-70

1974-75

1975-76

1976-/7

1321-78

1478-79
.

1979-80

.

,$299.00

20.00

.

-0-

-0-

-0-

-0-,

-.0_

2 $354.00

22.00

. 4.00,4e

.80

-0-

-0-

, _.o...
'

$449.00

25.00

94)0
, -

2.06
c

i -0-

-0-

-,d- 7'

t .
,

$509.00
a

85.00

12.00

2.80

-0-
. .

-0-

_d_

.

*

$599.00

175.00

..
100.00

63.20

-0-

-0-

-0-

r

,

,

$609.50

265.00

192.25

153.20

90.00 ,

.90.004.

45.0a

. .

L 1

$748.50

325:00

252.25

43.20

150.00 vo

150.00 .

75.00-
x

.

s,

it

a

dam:

4
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2. Out-of-formula.because ofIligh-8EV: 'tor these districts, the

amount of local revenue up to the guarantee leyel is considered

equalized. The remainder is..considered nonequalizéd because of

SEV. (For a $50,000 SEV per Tipil district, $50 minus the

1!

guarantee level of $430- or $7 per pupil-per mill,is nonequalized

under tlie FY 79-80 formula. The remainder is equalized.)

3. Out-of-formula because of high-millage: For-these districts,

r. the amount of lo9a1 revenue generated above the millage ceiling.

. .

is considered nonequalized and th0,remainder equalized. ( According

to the FY 79-80 formula, a'Idistrict levying 36 mi1.1s v-iou10 be

reitbursed for all mil1s,up-to_30'aild for half the mills over 30,

The remaining three mil4s would be ponequalized. Therefore, the

onequalized-portion of'revenue would be the district's nil

mult d4,6 the three noneqUelized mills.)

4. Oqt-of-f ula*because of hiAh SEV and high millage: A combinatioq
,

4 .

-of the principles.in niimbers two and three, above, determine the
i

40111_ "equalized" and "nonequalized" portions% .

)

-

. The relatiVe and absoluteamounts of equalized ananpnequalized state,
- 4

aad local school:revenues-tot eiach'year since FY 72-73 are presented in

Tait1e Iq, ne4t page. ,
t

From theie aata we coiSclude:
IN

The proportion of "equalization" has increased under the equal yield

'concept-from 81 to .97 percent..

.2. -The, remaining nonequalized, revenue israttriputable exclusively to
. ./

high-SEV districtd.
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TABLE III

21tPrbgress of Equal Yield

4'4,

%

.1.

.

197273

1973-74

1974-75

1975-76

1976,77

1977-78

.

. 1978-79

.

,

.

A
VP
....

.

.

,

.

.

4.0ii
,

.

.

,

.,

Total ualized

Nonequalized

-4

EV Milla e nr:

$1,810.8
(million)

.

1,989.9

.

2,173.1

1

2,397.1

2 501.1

.

2,752.5

2,939.4

-
$1,469.8
(81.2%)

1,773.3
(89.1%)

1,999.2
(92.0%)

2,187.5_
(93.5%)

2,427.9
(93.5Z)

2,584.4
(93.9%)

2,841.3
(96.7%)

.

.

0

ill

.
''

l'.

4

,

.

13.3
(.7%)

j.5.3.57:)

43.0,
(2.0%)

57.2
(2.4%)

52.0
(2.1%)

74.1
(2.7%)

98.1
(3.3%)

(

AL.

0

°,

t

327.7
(18.1%)

. .

186.9
(9.4.%)

127.5

(5.9%)

92.2
(3.9%)

105.6
(4.2%)

90.8
(3.3%)

-0-
4

N/A

, 3.6
(.2%)

3.4
(.1%)

5.1
(.2%)

5.6

(.2%)

3.2
(.1%)

-0-

1.0 11
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,
Ob ecti '''.4,cluce th variation in millages between diltricts by

-4/ f

providing tflC45 .,toi:Ilow-milage districts to increase their effort, while'
, .

,
.

decreas,Lug the; y of 1,pw-SEV districts to levy high .millages.
4

i 4
$

1 4

ef, Sow, ,insiki 401this qU6Sti4 can be gained, through an examination' of
. /1 ei y

. 'millafe elect40* "*esUlts. As the'data.presented in Table IV (next.page) indi-
. :

. 6.'II tl,

. cay, veOltions for additional'operational millage were cObsiderably more,

,stricc&sd4fAvin the two years ipmediatelY follo*ng the inception of equal yield

than in, c.he previous two years. : The' percentage of succe 1 election.s for

add4iOnal. operatibnal millage-fell sharply, .towever, over the last four
#

yeas,
,

latter development is not surkrisingl, since the SucCess of the

g. .

mill4 olections in 1973 and 1974 may have precluded the need for additional

8

Y.

I.

fjv
incrasfs'in subsequent years.

Theelevant question is whether or hot the relatively kligh number of

.sucressful millage elections following the inception of equal iield served
4

to reduie or increase the variation in millages between districts. The

4
er is readily apparent from the data presented in Table V, below: Opera-

,

1117

.

tiOnal millages increased most among 41.1e previously. =tillage districts.

' /k/1 Asll'the data for.school year 1972-73 indicate, the variatiOn in operational

miilage rates under the former Strayer-Haig or "deduccible mill 11 formula
.

,

was substantial. The formula provided incentives for some "school.districts

.1to trap their millaes low while other school dlricts, generally of low

-

41ax.base,.were forced to lVy high'millage rates in order to remain competi-

tive with wealthier school districts.

21During the first two years of .equ#1 yield, operational millages incr4sed.
.

substantially amonk greviouily low-millage distticts, while previous2y

. high-millage distr-iCts 'registered only 11 increases. Signgicantly, the,

.,4
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TABLE .1V

c.
a

Percent of.Successful'Elections

-.

IP 4
,

,

.

I.

Operaiional
*.leti6oal

S.

.

,ft

2

.

-

,

Operational
. Additional

. .

...e .

o

OVerational-.

Total
1. ir

q 11
Banding.k

1971
St

.1072.

1973

1974

.1975

106

1977

1978

- .Ass

684:11.:

g819

86,1

85.2

94.1

87.7

94.2

7

.%

;

- :
;

0

37:1

44.5

60:8

-63.3

45.0

31.3

34.0'

31.0

.

16
-. , .11' ,

0

56.5

70,1

77.'7

73:77 et

56.4

60.2

64.4

4
-

4.

.;

35.8

. .29.6'

lti3

33.6

18.9

19.3

24.6'

. J

'

'6

13



TABLg

. . .

Comparative Lncreases in TaX Effort Behihd Michigan Nipils

*.

Percentile 1972-7 0,3 73-74* 1974-75 - 4975-76 1976-771R
.

90th 31.56. . 31.53. 31.82 3.2.76 34.24 ,

(-0.1%) . (0.9%) . (3.0%)
.

."
-

(4.5%)

ow 4 .

1977-78* 1978-79

35.69
(4\2%). (3-.4.0)6-3

85th . 30.42 30.53 30.74 33.9433.74'30.'67, . 14.45

7---------,-_-____ (0.4%) 41,(0,.5%) (0.2%) (9.8Z). (2.1%) (-1.5Z,),

80th 29.58 41. 29.65

(0.2%)
.

27.76'70th 27.81-

, . (r0.2t),

.

60fh 26.22 . 26.58
(1.4%)

50th 24.57 - 24.54

e

(-0.1%)

40th 23.08 23.15
(0.3%)

iOth 21.02 ,- 22.51
(7.1%)

Otli 18.35 22.00
(13.9%)

.

15th 16.06 21.30
N (32.6%)

10th 15.52 21.15
(29.8%)

.11

-

'

(

,

,

30.03
(1.3%)

28.44
(2.4%)

,

.27.10
(2.0%)

2(..%

24..34

(5.1%)

22.90
(1.7%)

22.51
(2.3%)

.

22.50
(5.6%)

22.00
(9.2%)

...--

\

.

30.43
g.1 -

33.85 33.37

(1.3%) (3.9%) (-1.4%),

30.00 .31.2928.99 31.74

(1.9%), (3.5%) (4.3%) (1.4ZY

27.84 248.57 . t .3(05:0094)

(2.7%). (2.6%) ,

.

30.00 o

28.48 :::::)

.

20.65 27.54
(5.7%) (3.3%) (3.4%) (1.$%)

-. . .

.25.0Q
,

26.20 27.00 28.44:' .

(2.7%) , (4.8%). (3.1%) (5.3%) -

4
24.00

,
25.00 25.51 A 27.60

(4.8%) (4.2%) (2.0%) (8.2%)
71 e

22.51 22.77 25.501
(0'.0%) (1.2%) h(11.94 "(1.0%)

.i.

.

'22.11 22.51 25.00 ,25.00

(0.0%) (0.0%) (11.1%). (0:0p

22.50 22.51 24.00 24.425

(2.3%) (-0.b%) (6.6%)

f

Range 16.04 .10.38 9.82 10.6, 11.73' 31.69 . 10.39
t

4-

Source: Educa ion Section, Office of the Speaker, Michigan House of'RepreEientatives
.

,

:.
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"millage gap" -between high-mglage 'districts (districts at fhe 90th 'percentile)
/

and te law-millage iStric4s'(the 10th percentile). declined from'16.04 Mills
0 .

. iq 197220, befote, equal yield, tq 10.38- mills.in 1973-71, .a.declime of'35.3

. percent,. The millage gap deciined'futther-to 9.82:mills in 174 -75.

This trend tas reverAd, however, in 1975-76, the third year.of equal

During this year, the revenue gap incraaed to 10.26 mills., with the ,

.41V

high-millage.districts increasing faster than the low-millage districts. .

The increaSing trend was continued in 1976-77, with the miliage gap growing.

to. 11:73 milLs,. WhIle,the precise reasons for this reversal are not readily
"

apparent, it,couldi.;well be-attributable to the introduction of.the "two-step"

aid formula introduced in 1975-76 and continuedvin 197,6-77. Under this

sformula, lower millage districts generally reolved a,greater percentage

increase in state aid tharidid highet millage.districts and, therefoie, faced

leds.pressure for a millage:increase.

The millage gap remained nearly unchanged in 1077-78 and declined somewhat
.

in 1978,79, falling to approximately the same level it attainedback in

1971-74. This decrease is attributable to above-noted modification of the

1.

state aid formula introduced in 1977-78- This modification consisted,of ,

two features:

1. The introduction of a baseqdlowance in the state guarantee, which .

had the effect of reducing the amount of Aate membershipsid a district

received for each additional mill levied. (See Tables I and LI, above.)

-- 2. Ar"roil-back" feature, whereby districts levying more than 30 mills

would receive formula reimbilrsement for their Over-30 millage,only if they

translated the additional aid into property tax reduction.
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4

Since this revised formula was not enacted into law uhtil mid-1977, by
, 4 0 . .

,

. .

.
which time most Millage'electiohs fon1977-18;had alread; been held, the

- es
( i O

V

se . 41pact of the fdrmulabn the'1977778 millage elections ultras miAimal.. The,

. .. .

.
5.grilfican't: perceptage.increases re:gistered at the Atli,: 15.ih, and 20th :

,. .

%,..

..., ,:- - :
. .

-.

.percentiles 'are not rprising gonsidegng the negligible'increas6s made'
:

.

c by thede Ihow-millage districts during the previous two years. under the

e

,

tw6-step, formula. ,._
.

The effects of.the base allowance and the rollback are evident in the
4.

1978-79 (1;ta.. The high millage disCricts at the 90th, 85th, and 80th 'per-

:cgnfile actually reduce(Ctheir millage ies, eile the 50th, 60th, and .76th
4

percentile levels registered little or no ain. The 30th and 40th perbntile

levels, oh the other hand, increased signifiatly, While little or no

. A

increase was registered At Vie 20th, 15th and 10th percentil.es. The latter

development is underbtandable in viod of the increases made by these low-

millage districts in the previous year: In sum, the data indicate a moderate

redu)stion. in the millage gap a a result of the formula rev.isiohsiof 1977-78

as well as a de-emphasis upon the property'tax as,a revenue source. This

"a
latter development,is discdssed below.

Objective Three: To increase the revenues available in previously low-

*
spending districts without decreasini revenues in high-spending districts.

As the data presehted in Table VI (next page) clearly indiaate, the. ,

largest per pupil revenue gains since the incePtion of equal yield have been

made bY the low-expendituie districts,'but not at the expense of high-

I.

expenditure'districts.. The growth in per pupil revenueS among the districts

below the median (ie., .the 50th percentile) has exceeded the growth of

district revenues, and has been progressively larger at eachaower decile

4.

17
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TABLE VT

f.
15 \

. t 4
*

Distribution of Membership gelienues per Pupil,
o,1 1. e ,

-..... -
:..

.

4.
. . . .

Oercentile , 1972-713 ,1973-74 1974-75 '-'1975-76 . 1976-77 1977-7§-, .1178-79.
,

.. .

.90th --- V. 998, V-1,6.79... $1,208 $1,2274- $1,447 $1,583 $19,
. f , . s ' i . V.

,
i ',. 8001

$,. 70th
, *

60th ,

N..

50th .

e

40th

.

30th

t i

20th

- 10thi
.Range,...'

m

i

i

;

.

I

993.

890

80*

825

:.

775

736 .

700

634.
;!

/364'

101

960

929

923

912

872

837

,775

304

.

..,

1,114

1,065

1',023

1008*

1,003
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above the median has

with the exceptiolkof

increased

the 90b4

14

more slowly.than revenuei at the median,

percentile. In sum,Ithe da.a clearly reflect
, -

a -"levelling up" in terms of percentage growth in district revenues, a1thougti

thg absolute differeacebbetween LI* 90th and 10th.perceAtileS has inpreasd..

Objective. Four: To_provide greater equity within, the property tax
t_

structure and provide some measure of propertytitax relief.

Undqx the excess butden .property tax relief feature, most, often called

the "circuit breaker," the state reimburse4 individuals 60 percent ofqhq.

&Aunt bywhich proPerty taxes on their homes (or ot farmland; buildings,

equipment and\homes for farmers) exceedS 3.5 percent of their income. Renters

receive similar relief, wieh 17 percent of their rent being counted

property tax. For senior citizens and certain veterans, the state Will reit*,

buxse 100 percent of the excess.. The biaximum fbate is set at $1,20# -up

from $500 prior to 1975-76. In all, approleMately $300 million wa; returned

to Michigan taxpayers* dufing 1978,-79.

1 A

Greater propprty tax e f has been given to low-income families than

to high-income families. Th4 is, the amount\of property tax relief provided e)

under the "circuit breaker" pregiam has been inversely 'proportional to familA

income .

. ,, .

Property tax relief is piovided under7Section 27 of the State Aid AcZ. .

1
.

cOndition of receiving stare relmbursaMent .for ealgtal dutlay 'under

'Section-27 of thefttate 'Aid Act', school districtS must lower their property

tax.ep equivillent anuint. .In0.977-78, $22,625,000 wai disbursed to 380 dis7,

%

tricts levyA.ng under 20.4 mills the previous year for operation. In 1978-49,

the relief was extended to 380 district6 levying under 26.6 mills for oper-
,

ation at a cost of...$19 925,866.00.

20
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The 1;rowth of property tax yields and effectfve-millage rates-has slowed

consideribly since the inception of equal yield. As the dala presented in

Table VII indicate (next p e), the average annual growth in property tax

Yield has declined from nearly 22 percent during the period from 1965-66'to

1970-71 t8 aboueli percent during the ii-ext fiVe yearg"and to about 8 percent

during the past three years.

has made the de6line in tax

adjusted yield falling from

Furthermore,

yieldseven more

the growth in property tax credits-

dramatic, wiih the growth in the

over 20 percht cturing the 1965-66 to 1970L-71

period to about 11 percent during the next'five years and to only 5 percent

during the last three years.
$$

Finally, an even more dramatic trend is observed With regard to the

adjusted effettive millage.rate. While this rate increped an average of

.
8.4 perFent between 1965-66 and 1970-71, this average annual grawth declined

,to only:1.2 percent during the next five.years and to a mere 0.4 percene

dutiug the past three years.

... ..
.,

,

-
% Ilf.. Equity,. Equality, and Excellence: Alternative Concepts in School .

- , , :.-- .
, ,

Finance/ . , .
,. .

,

From-the foFegoing analysi4/We have/seen the extent to which Michigan's.
. rw

*
c

,

1.*

:equal yield formula has succeeded in accoMplishing fout specifiotobjectives.

Thd data indicate substantial.suceess in reddcing'the.effects of property

*ax wealth on the level of school revenues, as well as increasing revenues
ik

, in.previously low4spending districts and providing4ome measure of property

tax relief. At the same.time, equal yield appeared to be less successful in

reducing"the variation in millage rates and per pupil gxpenditures across

.school di.2ritts.
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SEV
-(pinion)

YIELD
"(million)

I

TAX CRED.IT
(million)

'*.

ADJUSTir-YIELD,.
on)

S.

T A BL E I I

.4

CHANGES IN .SEV," YIELD, a

4

1965-66

'go

27.08

443.20

1970-71!

3(55

it
I ff

929010 1.*. ,/ 1.1.53,100

4

E
V,=ETIVE 1$ROPERTY TAX RLTES

4

/.. . ,ir I J
- 1 -... ),e ' 1

3.50' 40.00 F4. ,143.00 ,,/ 1 30Q.00

1 78-79

902.70

_EFFECTIVE RATE
(millcs)

APJUSTED RATE

22

A ANNUAL PERCENT INCREASE'

11st` , 2nd feriod: 3rd Period:-
66,-70/71 70/71-75/76 75176-78/79

"e

8.48

21.92

N/A

9.48 4.7

-- .
1.

-

,
.!-

, .

/ 5.

429.70 , 889.10, 1,388:90 20.44 11.24 5.1
4." "no

\

.

.

4

16.3.7 24.1
$

-26.33 .4- 29. 36. .44 1.8 3.8

41

I

I4.7,316.241.23.06 24.45 8..46 0,4

t-

23
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What do these trends mean for the overall quality of public education in

41{ichigan? How are they to be evaluated in terms of more broad goals regarding
u

the distribution of resources across local districts? Mdre fundamentally,
6

what are these goals?, Three alternatives are conceptualized in Table VIII

(next. page). Each alternative is distinguishable from the other two ap*
411,

each suggests a different interpretation of empirical findings.

1. Equity (or Fisdal Neutrality) -- Obviously, the concept of equity.

cannot be authoritatively defined solely on the basis of objective criteria.

Reliance upon value judgments is inescapable and two-related value judgments

will be adopted here. The first is the long-standing principle that govern-

men(should ordinarily leave decision-making and admints ation to.the smallest

unit'of society competent to handle them. This Aincip17,.which is a corner-

stone of our federal system of government, is applied to the issue of public

school finance in Private Wealth and Publior ducation, by Coons, Clune and

Sugarman. In their analysis, the authors assign to this principle the label

subsidiarity and sharpen its definition: "Subsidiarity . . . implies at least

the power of localities to decide (a) how much education they desire (perhaps

within minimums and maximums set by the state) and (b) how much they are

willing to spend to reach their goals. It is this outlook toward public edu-

catte which permits some localities to spend more than others; it is a source
*

of oilekind of inequality."2

The authors point out, however, that while subsidiarity does not guarantee

equality of school programs across local distrits, neither does subsidiarity

2Coons, Clune and Sugarman,-Private Wealth and Pu,blic Education, Harvard
University Press, (Camb;ridge: 1970), p. 16.

24 AL.



I.
CONCEPT

t Equity
(Fiscal Neutrality)

Equality

IP
DEFINITION

a

Table vlft

DISTRIBUTION IN PUBLIC SCHOOL FINANCE: ALTERNATIVE ONCEPTS.

The wealth of a-school
district is not qsaoci-
ated with noncategorfcal
primary and secondary
school expenditures in
that district.

1 Service variables are
equalised acrosslocal
school districts. Squal-
ity could also be-defined
in terms of expenditurei
per student-or in terms
of outcomes.

Excellence/Adequacy Each local school district
is perfosrming at or above
a specified level and is
encouraged to go beyond
this level.

25 .-

MEASUREMENT

The correlation coeffi-
cient.relating schOol
district wealth to school
expenditures is insigni-,
ficant.

Sensitivity Of coeffi-
cient to alterntative def-
initions of wealth suet
be Identified. Relatiod-

ships between district and'
school services-student
outcomes will be explored.

The variance of the dtstri-
bntion of the selectmd ser-
vice variablea across_local
districts is near xero.

4

FOCUS OF CONCERN

Dependence iof school
expenditures on dia-
tricX_Nealth.

PRIMARY AitILTAGES

Equal Access to edu-
cational resources;.
promotes local fiscal
autonomy.

Vi

..
'PRIMARY DISADVANTAGES

Educational expendi-'.
tures dipend upon
voters' preferences;
'wealthy might dealit
,public schools:

c o

Disparities in service Equal service levels Interference with
levels across local dis- for equivalent stu- cal fiscal autopoisy.

triéts. dent groups. Expen-

i'tandard may be expressed Inadequate resource levels
in terms of: expenditures and/or pupil achievement
per pupil; service levels in some local districts.
per pupil; or pupil achieve-
ment.

ditures per student.
equated-across dis-
tricts thru adjust-
ment for "cost of
doing business."

Systewwide access to
a guaranteed level of
resources.

Interference with local
fiscal autonomy; does
addreas inequality of
services/outcomes
across local districts-
_

2G
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- prohibit it,' Rather, subsidiarity iR entirely compatible with the notion of
0 t

equal educational opportunity -- that is, the notion that each local district

. e

04

LI

is-fret to-choose their desired level or quality of educational program, con-

strained not by its own school distriCt wealth, but solely by the wealth of

the state as a whole.

As a way in which to put this principle into effect, the authors pose

the following reform:

"Equal district power is the key.. The-concrete financing proposal
may be stated thus: equal tax rates should provide equal spendable'
dollars. That is, ,the local unit would be empowered to fix the tax
rate (effort) t9 be imposed upon a specific class of local wealth.
For every level of local tax effort.permitted by statute, the 1state
would have fixed the number of dollars per tasi unit (probabiy per
pgpil).that the district would be empwared to spend? .The state
also.,guaranteed that this number of ddefars will be available to
the,district."3

Thus, ac6Ording to the authbrs' argument, a system of school finance would

be equitable to the axgent that it effected a distribhtion of school revenue

across districts which either: (1) Shows no significant correlation with

district wealth; or (2) shows a correlation with district weallth that is

entirely attributable to a correlation between district wealth and millage

vrate. The measuremknt of equity in Michigan'school fi ance is a two-step
-

proceSs.involVing: (1) the calculation of correlstpn.coefficients relating

district wealth and district revenues and, (2) the dglculation orcorrelation

coefficients between millage and revenue in those cadep where the wealth/revenue

correlation coefficient .1s not near zero.

A wealth-neutral or equitable system of school f nance would ekhibIt

either one of the following:. (a)'a near-zero correlation between wealth and

revenue, or (b)5 a near-perfect (i.e., near +1) correlation between reiienue and

3Coóna,- et al., p. 34

? 7
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millage. Ally other reSult would be evidenceof a direct relationship between

district wealth and district revenues regardless of district millage rates.

Such a finding would violate our definition of equity.

Once our methoaology is selected, we must specify the appropriate measures

for the variables. The ap opriate measure of school district 46alth would

lbw

- be Sty per pupil:the basis of ktneral memberShip aid in Michigan. The appro-

..

I.

priate teasute of school district revenues would be local revenue plus general

membership state aid. (Since we áre evalUating the fiscal neutrality of the

state's general membership aid fortula-, the inclusion of categorical funds in

0
the revenue measure Would be inappropriate.)

Correlation coefficients relating school .district SEV per pupil to school

district local and general membership revenue and.to three categories of school

district expenditures are presented Yn Table IX, below. In addition, Coeffi-

cients relating SEV per pupil to state equalized aid (i.e., general membership'

aid) and to district millage rates are presented in'order.to fully,illusttate

the.relationship between district wealth and financial resources.

Separate coefficien,ts are presented for five district stoups,defined in

terms
4
of property wealth in order to identify thilt group for which fiscal-

-

neutralify has been achieved. Coefficients are also calculated for the entire

group of K through.12 districts.

-The row of coefficients relating state equalized aid with SEV show a

neatly perfect inverse relationship for the 40 districts below $55,000 SEV

per pUtril. This result is entirely consistent with the inient and 'design of

%

the general membership aid formula: the higher a district's SEV per pupil, the

less state membership aid. received. The second row of coeTficients, relating

lodel and state equalized (i.e., general meMbership) ai'd to SEV, are not so ,

28



TABLE IX

CORRELATIOi COEFFICIENTS
BETWEEN MEASURES OF SCHOOL DISTRICT REVENUES, EXPENDITUtiES & LEVIED MILLAGE

AND DISTRICT SEV PER 1977-78PUPIL,

. /

REVENUE MEASURE

4'

-

1i

q....

.

(K-12 DISTRICTS_ONLY)

DISTRICTS WITH SEV PER PUPIL LESS THAN:

SEVI)65,000 State-wide

State Equalized Aid

Local and St4te4Equa1ized

LEVIED. MILLAGE

4i000 45.000 50 00& :55 Ow

-.97

.22

.21

.08

.-',,,.06
.,

,

I.

,-

N427

,

81.6%

i

-.98

.21

.19

.04

.09

.08

ii...448

89.7%

-.98

.18

.13

'.06

.11

.07

"W469

91.7%
.

-.98'

.24

.10

.11

.17

.13

. 100485

94.4%

-.60

.15

.13

.18

P=45 -

-.74

-.30

.30

33

.30

$M530

EXPENDITURE MEASURE

Instructional Expenditure

Total.Expendifure

Total Inatructional. and-
Instructional Support

,.=

(non-catagorical)-

Percent of State Membership

,



apparently consistent with expectations. The coefficient's associated with

:thrin-,formula" districts, while fairly low, are not suffiently close to-
..

zero to assure, by themselves, a wealth'neutral distribution of revenues

across the districtS.. However., the coefficients becopie more understandab

.when diae realiies that they.reflect not merely the "di,wct" relations

between SEV ar;41 school reVoiues.but also that portion of the relationship

which is attributable to a third, intervening variable: school district

millage rates. The ke 9. question at 'this point is: How strong is the SEV/

tevenue relationship exclusive of millage rate? .

4 r,

Unfortunately, the multipliative relationship between rdvenue and

, .

' millage precludes the calculation of partial coefficients between SEV and

revenue, whee the influence of millage rates.upon'revenue would be removed.

We have, how-tver, calculated the correlation coefficients relating SIN to

millage rates in order to estimate the impact of this relationship upon the

SEV/revenue relationship, which is our primary interest. These coefficients

are presented in the third row of Table IX.

Several observations may be made:'

(1) The correlations are positive for the in7formula districts, but

decline as the SEV "cutpoint" increases to $55,000. Thus, the higher ,

SEV in-formtqa districts tend.to levy somewhat higher millages.than

the less wealthy in-Ittrmula districts.'
?

(2) The SEV/revenue and SEV/millage correlatign coefficients are

nearly equal fc4 the districts below$45,000 SEV per. pupil and are

reasonably close for the districts below $50,900.

(2') A strong inverse relationship exists between SEV and millage rates

for the out-of-formula districfs (i.e., districts over $55,000 SEV per

pupil>. That is, the wealthier districts tend to have,lower millage rates.

st4 31
e
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Regarding the issue 0 fiscal neUtrality, the central question is wh'ether

the observed positive relationship between district SEV and district reveffue

is largely due tothe observed positive relationship betweeu SEV and tillage

lo.
rates. That is, are the higher -SEV districts generating more revenue than

their fower-SEV counterpakts because, of.their greater property wealth or

because of fheir higher millages? If the former, then the distribution of

revenue across the in-iormula districts is not equitable/fiscally neutral;

if the latter, the system is equitable Since ihe lower-SEV Could elect to

increaTie their revenues to the level enjoyed by tfie wealthier districts by

simply matching these dikricts'..millage rates. Equal miliagesvould ensure

equal-Tvenues.

.This question'can bereihrased as the following: To what extent do school

%

revenues depend Solely upon millage rates for the in-formula distriCts? The

answer is provided in the follcWing table:*

TABLE X

CORRELATION COEFFICIENTS
BETWEEN SCHObL DISTRICT REVENUES,AND MILLAGE RATES

DISTRICTS WITH SEV PER PUPIL-LESS THAN:

,40 000 45 000 50 000 55 000

.99 .99 .99

.9ii

SEV:065,000 State-wide

.41

4,P

As the coefficients indicate, school dist4ict local and general member--

ship revenue fq almost perfectly- correlated with millage rate for the districts

below $50,000 SEV per pupil.. Thus, the wealthier among this group of districts

32
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receive more school revenue than the less wealthy not becaus of their relative

wealth, but because ortheir greater xax effort. 'These districts have greater

.demand for education and therefore tax themselves at a highei rate to provide

_phis level of education th*an do their less weal(y counterparts. The latter

districts a're free to do the 'same. They suffer nO'disadvartage in raising

school revenue by virtue of their lawer tax base. They simply choose d lower

. )

tax burden and revenue level: This exercise of local choice and the dependence

'of revenue upon millage rate, as opposed to tax base, is entirely' consistent.

with our definition of equity or fiscal neutrality.

A wealth-neutral distribution of resources among the "in-formula" districts

is also indicated'by the_low corkelati n coefficients relating district SEV
.1

4, to school expenditures. Interestingly, .the ceefficients for the districts

over $55,000.SEV per pupil 'are also law, despite the fact that the distribUtion

, -

of general revenue acrps these districts isnot neutral with respect to gEV

(Table IX, page 21). The .reason for.this apparefit inconsistency is the fact

that unlike school revenues, expenditures are not a resource which is distO.buted

across districts. Rather, the revenues are distributed and the expenditures

are the product of both ihe_revenue distribution and the budgetary-choites of

'the.local districts: Thus, while 'general (i.e., discretionary) revenues.may

showrsome correlation with SEV. for a particular distriCt group, expenditures

may not since districts may Aiffer.in their budget decisions. . (In addition,

the first two.expenditure categories "instructional expeftditure" and "total

expenditure" include somelcategorical

comparabilAty with general.revenues.)

revenuet.thus eXacerbating the lack of

Nevertheless-, despite these technical qualifications, the data indicate

that Michigan's general mdtbership aid formula has achieved a largely

.;

33
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wealth-neUtial distribution of general !tate and local revenue and of mon-
,

categOrical instructional and instructional support expenditUres for those

through 12 district6 below $50,000SEV i;er pupil. These distribtg are 469

in number.and enrolled 1,855,195 pupils in .school yer 1977-78, or 91.7

percent of the total state membership.

The 4istribution of school district revenues and7expenditures is clearly

not neutral, however, for those districts above $55,000. SEV per pupill. The

correlation coefficient,of .42 relating SEV and equalized (i.e., state and .

'local gelieral) revenue indicates a fairly stroni positive correlation between

these variables for these wealthy -districts. At the same time, the correla-

tion coefficient of -.60 between SEV and millage'assures us' that the higher-SEV

district in this group generate relatively high revenue not.because of higher

tax effort,. but despite lower tax effort. In other words, their higher 'revenue

levels are attributablelto their greater property wealth: Clearly, then, the

diStribution of revenue among the out-of-formula districts does not conform

to the. concept of equity, Dr fiscal neutrality.

While the districts over $55,000 SEV are only 45 in nuMber and account

for only 5.6 percent of total state membership, their effect 50n the measure

of wealth neutrality for the entire state is signifidant. With the71" incluSion,

of these districts in the analysis, the correlatian coefficient relating

equalized revenue to SEV increases to .50. and the coefficient *elating wealth

and noncategorical instructional and instrUctional supPort increases to .30.

These state-wide correlations, however, should not obscure the central finding

of tfiis analysis: Michigan's general membership aid formula has succeeddd in

producing a fiscally neutral distribution of.revenues and expenditures for

nearly'92 percent of the pupils in the stete..

1
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At the same time', tbe finding of an absence of neutrality for the

over-$55,000 SEV di4ricts suggests two policy options which might achieve

greater neutrality on a state-wide basis: (1) raising the guarantee level

of the generaraid formula; or-(2) establishing a '!recapture" mechanism

for'distrActs over $55,006 SEV per"pupil (through, for example, restrictions

on state ca'tegorical grants for these diatricts). These options may be

advisable, eat is, if state-wide equity--or fiscal neutrality--is the goal.

Our central'finding of _a wealth-neutral distribution of school district

general revenue and noncategorical instructional and instructional support

expenditures is not surprising in view of the analysis presented in Section III,

Aove, where the "equalized" portion of school revenues was shown-to have

increased to nearly 94 percent by fiscal year-1977-78.

Our finding is also consistent with a similar analysis conducted by

Robert Berne and Leanna Stiefel of New.York University. Using time-series

data regarding Michigan school districts' per pupil SEV ani.instructional

.expenditures, Berne and Stiefel computed correlation coefficients relating

these variables for each year from fiscal year 1969-70 through 1976-77. The

correlatilywas found to decline eaph year over this period, from .64 in 1969-70

to ..30 in: 1976-77. A number of alternative correlation measures were computed

relating these variables and all were,found to decline over this period.4

Jiheir findings, however, are somewhat different from our own, since Berne

and Stiefel cimputed correlation measures for the entire state while the

analysis presented here focused on several increasingly expanded groups of

districts defined in terms of prOpertY wealth. :As-noted above, examination of

4Robert Berne. and LeapnS Stiefel, Public Policy Research Institutei.Graduate

School of Public Administration, New York University. 'like findings referenced

are, as yet, unpUblished.

Pks
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'the distributional effedts of the equal yield.formula on the "in-formula"

districts only indicates far grLter wealth neutrality than does examination
r-

of the state as.a whole. To illustrate, our analysis reealed a very high

correlation between distric't SEV per pupil and schoor.revenue.(.81) for all

K through 12 districts for 1977-78. However, the correlation drops dramatically

.(to a mere .05) once the 61 'districts over $50,40o SEV (accounting for only

8.2 percent of total state membershir)' aresremoved from the sample.

This same cautionary commentsmay be made of an analysis of school finance

in kichigan: completed by Stephen J. Carroll of the Rand Corporation. This

study, based upon data spanning the five-year period from 1971-72 through

1975-176, concluded that the distrfbution of school district revenues was.not

rendered more wealth neutral by the equal yield formula.5 There are two

probable reasons for this finding:

(1) The study did dot address the distilbution of educational

resources among the in-formula districts as a separate group;

(2) During the time period covered by the analysis, the state

aid guarantee extended only to the first It mills (1973-74) or

25 mills 4974-75) or 27 mills '(i975-76). Astthe Rand Study notes,

the effect af out-of-formula districts upon,the overall measure of

wealth neutrality would i)e signifidant.

The Rand study did find, however, a substantially reduced relationship

between sChool district revenues and district household incomes as well as

suNstantial increases in the degree to which school revenues depended upon

millage rates. Both findings are consistent with the concept of equity or

fiscal neutrality.

5Stephen J. Carroll, The Search for Equity in School Finance: Results from
Five States, (Santa Monies, California: The Rand Corporation, 1979, pp. 137-138).

4
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2. Esuality -- The concept of equality simply requires that educational'

resouvees (e.g., expenditures, staffing levels, or school programs) be

distributed in equal Amounts across local school districts. This concept

is based upon a "leveling", or "leveling up" philosophy which holds that

education is so valuable a commodity that all local school districts should

consume it in equal amounts. As such, this concePt runs counter to the

notion of subsidiarity, or local control, a notion that is central to the

concept of equity. While equity implies equal opportunity of local school

districts ta decide upon and deliver the level of educational'services they

4

desire, it does not imply equal program across districts.. Eqlity ensures.

local choice, including the cho4e, of differing from other districts. Equality,

would restrict thi-choice.
'.

The degree of equality in the distribution of resources across local

districts is indicated by the variance of that distribution. That is, the

existence of any variance in the distribution would indicate inequality.
0

The degree of inequality in the distribution of non-ca%egorical instructional

and instructional. support expenditures across local school districts in

Michigan, may be seen from the following frequqn y table and histogram:

37
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.TABLE X

Intqrval

Frequency.Table: Pupils by Level of
a. Instructional Expenditure

FY 1977-78

Non-categorical Instructional
Expenditures per Putil

Pupils,
.

Within Iaterv4

1 less than $700, 19,432

$700 - $799 104,988

3 $800 $899 322,141

900 $949 635,597

a.. 5 $1,000 - $1,099 372,211

$1,100 $1,199 262;500

$1,200 - $1,299 184,997

8 $1,300 - $1,399 27,889

9 $14400 $1,499 61,399

10 $1,500 - $1,599 16,367

11 ft
$1,600 - $1,699 0

. 12 $1,700 and over 16,340

411
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Figure 1: Frequency Histogram --
Pupils by District Expenditures
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While the fiistogram indicates a large number of pupild in districts

spending between $900 and $1,000 per pupil for instruction and instructional

support, the data clearly reflect an absence of equality in the distribution

of noncategorical instructional and instructional support expenditures across

school districts in Michigan.

In view of the low correlation coefficient observed between this meampre

of schbol district expenditures and district SEV for the 469 K ihrOugh 12

distiicts below $50,000 SEV per pupil,(.07), the variation in expenditures

cannot be attribUted to disparities in school disaict%property wealth.

Rather,.the variance in expenditures stems fromvariance in district mIllage

rates which reflect, in turn, variation In the.supply of and demand for edu-

cation across the districts. (The identification of the causal factors

behind these supply and demand condit,ions is a complex mkter and will be

taken up in a subsequent working paper.)

A corresponding lack of e4uality is evident with regz;rd to the.distribu-

tion of general state and local revenue across school districts in Michigan:

t
40

rj
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. TABLE X.1

a

Frequency Table: Pupils by Level of

State-and Local General Revenue FY 77-78.

4.

Interval

State and Local General
Revenue per Papil

Pupils
Within Interval

1 less than $1,000 17-,757

$1,000 - $1,099. 95,812: .

3 $1,100 - $1,199 271,644'
4

..

1 ..4 .. $1,200 - $1,299 610,352

...-x-

.
5
,

,

$1,300 - $1,399
,

361,825

6 0 ' $1,400 - $1,499 339,317

.,
7 $1,500 - $1,599 176,212

/
.

$1,600 - 4. $1,699 38,396

9 , $1,00 -, $1,799 17,582

10 $1,800 - $1,899 10,825

11 $1;900 and over .
.. 84,139

.01

4.
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Figure 2: Frequency Histogram--Pupils

by District Revenue, FY 77-78
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As the frequency table and histograM Indicate, the distribution of state

and local general revenue is qUite unequal .across the districts. As n ted
%

above, variation ikthe'amount of such revenue among districts below $5 ,000
N

SEV is.solely due to variation in millage rates, while variation in revenue

for districts oVer $50000 is due to variation in.both.millage and SEV.A..

In sum, the ci4ta clearly-indicate.a lack of equality in distribution of

-general revenue and instfuctional expenditures acrossYschool dievicts Ion

Michigan

to require

Moreover, any sigRifidant.reduction of this Anequality would4appear

increased state control regarding-the suppOrt of public education.

*The frequeniy tables and hilitograms are based. upon data for all 577 school

districts in Michigan.

W . 42
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3. Excellence -- The concept of excellence would apply to an educational

system in which each local unit is endowed with at least a prescribed level

of resources constituting an educational program of recognized quality. In

addition, each school district would have the opportunity to go beyond,this

prescribed level.. Thus, a floor would be imposed below some measure(s) of

program quality but no ceiling wo!.1.1d be placed above.
sVir

This concept, therefore, is clearly distinguishable from both eqUity and

equality. In the first place, excellence does not necessarily imply that a

local school.districes level irf resources is independent of its wealth nor

does it imply eugal revenue levels across districts. Some idea of a resource

diStribution which would satisfy this criterion cap be gained from inspection

of the hfstogram of school district expenditures presented al;ove (Figure 1,

page 29). As thethistogram shows, a large number of pupils fall within

interval four, which corresponds to a per pupil expenditure level of between

$960 and $1,000. If this expenditure livel wer'e adopted as a base level Of

resource,adequa4. and all districtS required (by means of a Constitutional

amendment) to spend atleastl$900 per pupil for noncategorical instructional

and instructional support services wlth no maxiimum expenditure level specified,

the distribution..alluch expenditures could approximate the following:

43
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Since all school dietricts would be at 'or above the prescribde $900 per pupil

expenditure, thd-system would conform to the Model of excelce, at least-

according to this single indicator. Rowever,iiihe system would not necessarily

cOnform to the concept of equity AncLwould clearly not conform to the concept

of eluality.

t.
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V. Summary and Conclusions

This paper has examined the distributions of general (i.e., noncategorical)

revenues and instructional expenditures acrosS school districts in Michigan

and has evaluated these distributions in terms of three norms; equity, equality

and excellence. An earlier paper (Working Paper #1) provided a similar analysis,

of the distribution of instructional staff across distrifts. Since both papers

are parts of A single an6iysis of Michigan- school finance, this section will

address the'findings of both.

A. Equity (Fiscal Neutrality)_ -- A system of school finance conforms

to the coneept of eqtkity if:the sistem effects a distribution of educational

resources (e.g., ,staff or revenue) which depends solely upon local district

4

tax effort and not upon local district wealth. Equal district tax effort

generates equal educational resources. Our analysis of this issue,and reView

of related studies has revealed ihe following:

(1) Michigan.has'achieved virtually complete equity in the distribution

of general revenues and expenditures across school districts below $50,000-SEV-

per pupil. .(These are districts having.property tax bases which are sufficiently

low for them to receive general membership aid.) These 'districts. account for

nearlt 92 percent of the pupils in Michigan public schools. .

4

(2) The distribution of noncategorically-funded instructional staff is

similarly equitable acros's this same-group of,school districts.
4

(3) If the inequity associated with out-of-formula districts is thought

to be,a problem, then consideration sheufd be given-either to substantially
.

raising the guarantee level or to a mechanism, commonly known as recapture,

which would reduce the amount of categorical funds going to the out-of-formula

districts.

45
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B. \Equality -- A sYstem of school finance would conform to'the conept

of equality-if the system effects an equal or nearly equal distribution of

resources acrbss school districts. Our analysis and review of related'Studies

has revealed the following:

yr.

(1) Equality has not been achieved in Michigan -- a substantial variation

exists across school districts with regard to the distribution of general

reveque, general instructional expenditures and noncategorically-funded

instructional staff.

(2) It is doubtful whether the.present system will nat.* the distribu-

tion of either dollar resources or staff. Indeed, the present system may not

have been designed to acComplish that end. If it is thought to be desirable

to have close to equal expenditures per pupil or close to equal staff ratios,

among school districts tri the state, then there must be a major change in the

system of funding. This would probably require a constitutional amendment

establishing minimum and maximum millage rates for local districis. In addi-

tion, statutory restrictions would probably have to be placed on the use of

funds.

C. Excellence -- A school finance system would achieve excellence if

each school district is provided with at least a prescribed level of tesources

constituting an educational program of recognized quality, In additioh,

districts would,have the opportunity to go beyond this prescribed level.

w Although our ahalysis has not attempted to specify such a prescribed -

'level of educational program quality, we have addressed the educational

resources of the state ailla whole. We have found;

(1) Expenditure levels have been increasing, and increasing faster

than inflatiOW

4 6



(2) Staffing ratios have been increasing, both because there has been

an increase in total staff and because of declining enrollments.

(3) Even though no minimum level has been established for eit'her expendi-

tures ot staff adequacy ratios, achievement of such a goal would require a

majot reform, proliably necessitating constituitonal amendment.

D. Other Findings

Freliminary.analysis\indicates the absence of a relationship between

school district expenditures and school district staffing levels. This is dug

primarily to costf differentials, particularly staff salaries, In other words,

the school districts with relatively high expenditures may not enjoy superior

staffing levels because-their staff salaries and other costs (e.g., benefit

costs)'are also,relatively high. On thie other hand, a low expenditure district

may have favorable staffing levels because salaries and other staffing costs

are also lows

This-issue of educational resource cost different s will be a major

0

cus of WorkingPaper #3.
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APPENDIX

4

THE MEMBERSHIP AID FORMULA: PER4PUPIL COMPUTATIONS

1967-68 ($12,727 SEV.pp or more) .

(less than $120727 SEVpp)

1968-69 ($21,000 SEVpp or more)
(12,737 to $20,000.00 SEVpp)
($9,920 to $12,736.99 SEVpp)
(less than $9,920 SEVpp)

c, 1969-70

1970-71

1971-72

.,

($12,864 SEVpp or more)
(less than, $12,864 SEVpp)

($15,500 SEVpp or more)
(less than10,500 SEVpp)

($17,000 SEVpp or more)
(less than $17,000'SEVpp)

iS

1972-73 ($17,750 SEVpp or more)
(less than $17,750 SEVpp)

1973-74

1974-75

1975-76

1976-77

1977-78

$294.52, minus (SEVpp x 5.28 mills)
$427.87, minus (SEVpp x 15.75 mills)

$348.00 minus (SEVpp x 7 mills)
$326.75, minum (SEV,pp x 5.86 mills)
$474.75, minus (SEVfic 17.48 mills)
$499.75, minus (SEVpp x)20 mills)

$408.00 minus (SEVpp x 9 mills)
$549.50, minus (SEVpp x 20 mills)

$530.50, minus (SEVpp x 14 mills) .
$623.50, minus (SEVpp x 20 mills)

$559.50, minus (SEVpp x 14 mills)
$661.50, minus (SEVpp x 20 mills)

$644.00 minus (SEVpp x 16 mills)
$715.00 minus (SEVpii x 20 millS)

($38,000 minus S,EVpp) x (mills levied up to 22)

($39,000 minus SEVpp) x levied.

($42,400 minus SEVpp) x (mills levied
($38,250 minus SEVpp) x (mills levied

($43,900 minus SEVpp) x (mills levied
($39,600 minus SEVpp)'x (mills levied

($40,000 minus SEVpp) x (mills levied

up to 25)

up to 20),
from 20 to

up to 20),
from 20 to

up to 30),

plus
27)

N
plus
.28)

plus $164

-1978-79 (40,000 minus SEVpp) x (mills levied up to 30)0 plus $2740 plus
for under $40,000 SEVpp districts only, ($40,006.minus SEVpp) x.
(permissible millage over 30)

Permissible millage over 30 .. (mills authbrized over\30) x (SEVpp)
,.. ,' , $40,000

,

1979-80 ($43,000 minus SEVpp) x (mills levied upto 30 and one-half the mills
over 30), plus '$325

' (Source; Education Section, Office of the Speaker, Michigan House of RepresentativeL)

4 s
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As indic
4

N,41/4

APPE9DIX (continued),

a

d above, the "Equal yield" formula was instituted in 1973-74,
0

acineihe Strayer-Haig or "dedtittible-millage" formula of previous years.

S e that t incipal modifications have been made to the proposal.

Fishe uniform guaantee level was replaced.in 1975-76 by a two-tiered

')Tei

foryla)which eaVided for a lower guarantee level for each mill over 20 mills.

) )
I scjhok4lange w.as Wended to provide a disincentive for school districts to levy

. 1
41

high Allages and therebySceduce the "millage gap" in Michigan -- that is, tile

1' 1 '11

disparity in millagAates betgeen.high-4and-low-millage. districts. As indi-

1

cated in Table VI, above,' however, thitmodffication failed to reduce'the gap.
0

In faCO3 the gap increased in 1976-74,
%

The general membership fdtmula was modified somewhat for the 1977-78

fisqal year through the introduction of.a base amount in the state guarantee.

This base pet.pupil payment had theibeffect of making each'additional mill Of

operating tax levied by a district worth progressively less' in state membeF-

ship aid. This feature was tetained in'the formula in subsequent years and

a

its effect upon school aid guaranteelevels in FY 79-.80 is discussed at lehgth c

4.n Section I, above.
4'

In 1978-790 the membership formula was modified through the introduction

of 4 "rop.back" feature, whereby districts levying more than 30 mills for

school operations would receive formula reimbursement for over-30 millage

-only if they translated the additional aid into property tax relief: This .

feature was dropped from the general membership formula in 1979-80.
.
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