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K ) ,. LOCAL SCHOOL DISTRICT REVENUES AND EXPENDITURES:
' ' . THE RESULTS OF THE SCHOOL AID FORMULA

* i
‘ -~ N . B . .

' . : * f

I. The Equal Yield Concept * o N

»

-, Michigan's equal yield" school aid formula for the funding,of public

.

e ]' i seﬁools is based on an uncomplicated notion: school,districts should receive

h g

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

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

". 1. The 1oeal comounity should have the right to establisﬁ their own edu~

cational goals and to.decide how much they are willing to spend to reach their
goals; and ' o

2. The aﬁility of a scho‘i district to generzte school revenue shoéuld

< . [}

not depend upon the propertf\Wealth of that district. -

.
l. 4

]
-
-

"Article 9, Section 6 of the Michigan Constitution establishes the right N
of the local school electorate to decide how much they are willing to pay to

. reach thedir educational goals. This was not changed under the equal yield"

'

€ .
plan, nor gould it be changed without a vote of the people. : -

’

The "equal yield" plan ig designed to equalize the ability of districts

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

¥ ] -

A ' expenditures. This is accomplished by providing gywater state funds to lower

[ 4
14

SEQ\(State Equalized Valuiiion or p;operty tax base) districts so that the
S - _ S ¢

. combination of state and Mbcal revenues equals a specified amount, called

L

* . the guarantee levex, ;

According to the general_égmbefShip formula passed by the legislature
hd F] "_ [ .

3 for the 1979-80 school ‘year, a district's guarantee level would depend upon
. . , . . ] .

1ts millage rate. This deperdence is due to the inclusion in the aid formula

. ' . v : ¢
of a base payment of $325 per pupil. Specifically, the 1979-8G formula

’ . -




+

‘membership aid, as indicated by Table I, below. R

- .

(&S
.

. 4 2 \, i
\-i 6& . . ‘ i

r

‘Aid per pupil = $32& + (%3,000 X millage up to .030) -

(district SEV per pupil X millage up to .03 )

B + (343,000 X 1/2 millage over .030) - -
. . (district SEV per pupil X 1/2 millage over .0
. ‘“Thus, the base::§~@@t of $325 has the effect of making each ad¥itional mill

-

of operating tax 1evied by a school district worth progressively less in state

~

-

AN

. -
LY "e 9
[ 4 E A3 3 ’ . ”
. .
. .

, ' : TABLE I

FY v9-80 Membership Aid Guarantee Levels

3
.

llage ’ :G arantee Level upil/mill
Millage - uaray ($/pupil/mill) ..
'18 mills _ $ 61.06 L
22 mills . $ 57.77 <
26 mills . $ 55.50
30 pills " §53.83 | .
. L .
34fmills Y ©$ 51.79 ‘ a
. . . , 1
38 mills ' , $ 50,18 2
. . ,
. 42 mills. ‘ $ 48.88
. e, *.

-

) - . . )
According to the formula, Eherefore, a school district of $30‘b00 SSV per
pupil, levying 34 mills for school operation in 1979- 80, wou%g receive general

membership aid in the following amount ;- _ ~ ~

*

. $325 plus (843 - $30) aor $13 per pupil per mill for/ihe first 30 mills

-plus- §13 per pupil per mill for half of the mi}ls over 30. ° Thud, ;ota} general

giﬁbership aid per pupil-would be $325 + $416, or $7a1,‘f6£ this hypothetical . '



. . . \ : * : +
¥ school district. In addition to the general qembership aid, the district
: ., would raise $30 per pupil for each mill levied, or $1,020 per pupil. Total

' revenue per pupil, therefore, would equal 3741 plus $1,020, or $i,761. This

A

" is eqhivalent to the per pupil revenue that would be raised locally-by @
) - school district of $51,794.SE¢ per pupil levying 34 mills for schoo\yfperati‘ﬁh.
(The membership -aid formulas ' for each yéar since 1967-68 are presented in '\

« Appendix A, along with a brief discussion of modifications made to the ‘formula

«

-

in 1975-76 and 1978%79.)

.,

2 ) ’ 2 . : .
II. What Equal Yield Was Designed To Do
. . - - e .

The success of the equal yield formula can-be measured; only in terms of its

objectivig. Thus, we must first revisit the objectives stated at the inception
of equal yield some §even‘§earé ago. These objéktives were succinctly stated®

by Dr. ﬁames L.'Phelpg in the November, 1976 issué of the Michigan-§chool”
“« o ' .' O R I
Board Jou_rnalI and are as follows: ) - )

- . ’

ES

»

¥ . . .
‘* +1. To reduce the effects of property tax wealth on the level of school

_ . A *
P revenues.

4 , el
L I . Al )

‘2. To reduce the variatipn in millage rates across districts by providing »
x . . - - - . .
incentives for low millage dist¢rictd tb'increqse their effort, while decreasing °
L) . * . ( .

the neceasity of ‘low-SEV districts to levy high millages. Lo

b}
L ]

3. T%,increase the ‘revenues available in previously low-spending districts

withigpﬁhecreasing revenue in high—spending distr;cts. _ . '
* . . ’ *
- & ' g v
e ﬁ. To provide greater equity within the property tax structure and some
measure of property tax relief o T "
. . - . ’ ' v . ':.‘\., .
! ~~~ 1

James L. Phelps, "The Equal Xield Concept.in Michigan, Third-Year Results,
’ Michigan School Board Journal, Vol - XXI1I, No. 9, November, 1976.
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.9 The exted;jto which these objectives havelbeen accompf&shed is discueged ’
. o, - | , :
in Section III following. =~ ' N ‘? . ®
- \1 ‘ . - "‘ ‘
 1I1. What Equal Yie¥-Has Accompiished T
< ' .- ijectiVe One: To reduce the effects of property tax wealth ‘on the
leve}.Of school revenues. " | ' .

Disparities in scqﬁol revenuég due €o prope;ty tax.wealth have been\reduced,

s *

but not completely eliminated Considerable progress has been made in reducing

c

> ) the difference in membership revenues betweeu high—- and 1ow—SEV districts ;

/

[N

levying the same‘lillage. When compared to the inequities existing in 1969-70,

a

the  "revenue gap \is noy very small. What were once différences “of over $500
per pupil between rich and poor districts’levx&ng 30 mil}ey have now been

. - B ° .
. completely eliminated.: However, although substantial progress has already
> i been made, some inequities caused by differepces in tax base still exist. A
. N ‘” . . . . :
"revend; gap” stlll exists between high- and low-SEV districts "levying more

.

thap 30 mills. Table i1 (next page) 1llustrates the na}rowing of the "ievenue

-

gap" between $40 000 and $1O 000 SEV per pupil districts levying the same _
" millage. R : . _ _ <L .

L}

1 - .
) Another way to amalyze the equalizing effects of the equal yield {ormula .
Y is to determine the amougt of revenues, state and local, falling within the

gdarantee levels and to qpmpare-%hat_to total revenues. The following defi—b'
. o : . | o
: nitions are useful for understanding this analysis?

~ . -— «
a

. ' 1. In-formula: TFor a district that is withim the SEV guarantee and
€. . T . | |
mlllage ceiling, all local and state membership aid is con-
.o : Jéideréd‘equalized. ' . ] ' ' : '




: ~T

. ’ \ . ‘
’ . . . 4
- .

) ‘ . . . . ‘ . . ) »- 7 - R . - . .. . . i . . E
L - . . Revenue Gap Betw.een $10;000 SEV_‘arici $40,000 SEV Districts{" - - . ‘ s
: . ‘ Levying the 'Same Operational Millage - o o T, X
! I | - S ' - o
. 20 + 22 25 27 3 .+ 33 ¢35
Year | - Mills - Mills Mills -, MLST L T Mills ‘Mills .. Mills
) . . ' ' 1] .’ . . ' . ..r'. ) n 'F“ ¢
1969-70 . ‘ .$299.00 © . $354.00 $449.00 °  $509.00 - $599.00, ' $609.50 - $748.50
: : ) 2 ’ ' ) o i . : a t v '
1974-75 . ' 20.00 22.00 " 25.00 - 85.00 175.00 . - 265.00 : 32'5._00

1975-76 . -0- . 4.00 _9.p0 12.00 * _ 100,00 . 192,25 252.25

1976—7'7_/ -0- .80 2.00 . .2.80. - 63.20 153.20 ilS.iO
; . T ¢ o X ) -

';"‘1221*78 | - ~0- -0- A 0= SR ¥ - -0- 90.00 , . 150.00
1978-79 - =0- -0- -0~ -0- -0- .90.00gp  -150.00

1979-80 -0- N+ S S s S " . =0~ 45.00 ~75.00-
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2. Out-of-formula.because'ofthigh*SEV: “or these districts, the

amount of local revenue up to the guarantee level is considered:

.

equalized. The remainder iSuéonsidered nonequalizéd because of
- . [ ] . : . . Ny B ’
‘ R SEV. (¥or a $50,000 SEV per gupil district, $50 minus the

-

guarantee level of $43, or $7 per pupil per mill is nonequalized
under the FY 79-80 formula. The remainder is equalized.)

'y N G;)

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

*

e.LFhe amount of logal revenue generated.abéve the millage ceiling .

e

is considered nonequalized ahd thé, remainder equalized., (According
" to the FY 79- 80 formula, a”district 1evying 36 mills would be o
N reimhursed for all milis up~to 30" and for half the mills ovex 30

The remaining three mills would be ponequalized Therefore, the

onequalized portlon of ‘revenue would be the district's SE¥ v

mult 9) iedﬁty the three nonequalized mills.)

. 4. Oqt-of-fo ula'because of high SEV and high millgg_. A combinétioy

- 7

.9j the principles.in nhmbers two and three, above, determine the

$

.‘~ X '-'eq'uali:ied“ and nonequal.ized" portionss . - )

*

) { The relatfbe and absoluteaamounts of equalized and nPnequalized state, ,
( 4

o and local school. revenqgs fag each® year gince FY 72~ 73 are presented in

-

'Takle III, next page. - — .. | *

onm these data we coﬁblude:

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

; ‘concept’ from 81 to 97 percent., . . R ’
“. i. 2, The remaining nonequalized revenue is'attributable exclusively to
i "' . ) ' . - M -~
- hish—ssv districts. R \ _
. o . -




* “ » . . * ‘. -
- TABLE III .-
“ |~ v
) ;'1 - . - R .- .
-Progress of Equal Yield '
. Te, . .
A ” | o . :‘I ‘( . ‘ . . : e ", ™
( 7 c - Nonequalized L
. o f | i SEV and
Total ) Equalized SEV _Millage Millage '
. N . ) : .. ’ ’ - . . H . . . . . . T . A
11972273 $1,810.8 $1,469.8 F s 327.7 N/A
“ (million) (81.2%) (.72) (18.1%)
"1973-74 : ©1,989.9 1,773.3 25.3 186.9 _ 3.6
) (89.1%) (1.30) * 4 (9.4%) (.22)
1974-75 2,173.1 1,999.2 43.0, ¥ 127.5 3.4
- , (92.0%) 7 (2.0%) - (5.9%). (.1%)
~ - v o - ) ha, S
1975-76 ©2,397.1 2,187.5 _ . 57.2 92.2 . 5.1.
(93.5%) + C(2.4%) (3.9%) (.22)
1976-77 . 2,501.1 2,427.9 © 52,0 © 105.6 5.6
| ' (93. 5%) . (2.1%) (4.2%) (-22)
1977-78 . 2,752.5 2,584.4. 74.1 90.8 3.2
: £ (93.9%) (2.7%) (3.3%) 12 -
.1978-79 & 2,939.4 2,841.3 98.1 - -0- -0~
‘o oo ' (96.7%) (3.3%). K
0y ;
- . s
‘ s
» ‘ > .
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Objecti e Tw@w §£o educe tnffvariation in millages between districts by

>

providing inceféi‘("

s for low—millage districts to increase their effort, while

. decreaslng téeﬁn'.ess'éy of lpw—SEV districts to 1evy high millages.
: ' TR .

So?e insf&ht ﬁkﬁo{this quLstio%;can be gained through an examination of

. millsge'electﬁoﬁ ééiults. As‘ehe data presented in Table IV (next. psge) indi-

; Lédtions for additioosl ‘operational millage were considerably more

; succéssfyllin the two years I?mediately folloggng the inception of equal yield @?

than in, pﬁe previous two yvyears. . The- percentage of succe33£?l elections for
Moy / ’ -

. - ‘
additionsﬂ operational millage-fell sharply, however, over the last four

: :i ' ~
.. . yes%s, ; ahds 1atter development is not surprisingalsince the success of the -

«*

millag e@ections in 1973 and 1974 may have precluded the need for additional

l(/ ;

1ncre s;s in subsequent years. ' S

.

Thsjnelevant question is whether or not the relatively bigh number of

' *sucpessful millage elections following the inception of equal yield served

.
)J t

to reduée or increase the variation in millages between districts. " The

]

3 v # ’/
ensger_is readily apparent from the data presented in Table V, pelow: Opera- '
tipﬁal millages increased most emong ine previously é millage districts.

/ ; ’ 2 -

R ! 'v issthe data for-school year 1972-73 indicate, the variation in Operational

Y

millage rstes under the former Strayer—Haig or "deductible millage" formula ~

v bl
”,.

. was substantial. The formula provided incentives for some‘school‘ﬁistricts‘

.y to ﬁEep their millsges low while othe;fgchool df!tricts, generally of low -

A

~ *tax dase,’ were forced to Levy high millage rates in order to remain competi-

> -

 tive with weaithier school districts.

‘iDur;ng the first two years of equal yield operational millages incrensed

o

” ‘k‘
. high—millage districts Teglstered in;iggall increases. Signdficantly, the_
. - . ) . - ! . N . .. :- : Y )

. £ < " ’ T
® ' . ? . - )

substantially among previously 1ow—millage distticts, vhile previously

-

ERIC e DT * S



»
-

~
¢
.
- &
Y
N
. -
¢
.
. B . i
.
. L .
-~ 'a q“
.
N . " -’ ~
. '/,. . - *
\

6peta€ién§l- ]

" ‘Renewal
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IR [
AN AN
$'82.8,
. “A . » .‘.
489 .
©86.1

- ot -

85.2

94.1

87.7 T

94.2

L.

e
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" TABLE IV

¢

x

.

~e

-

-

\ f
1

A}

™~
L.

" Operational - -

' . _Additional

N
L]

B

»

S

37.1

. 44.5

60.8

R .
- "63.3 .

45.0

©

31.3
34.9

31,0

_

o . '.‘;Pércem': of.chcéssfﬁl“Electinns :

-

Operat fonal.-

*, ,Total
—t

. 35.8



’ Ut . - .. . . ﬁ] . .-.‘ '\ LA .’ . \ .
. K ) . N i AN i : . - . TABLE V~.“ «' ¢ : . . . . .
R ) . Comparative Increases in Tax Effert Behihd Michigan Pupils v B
& e : S =~ . - -
, , ‘. ¢ .l. - ' . . ¢ . 1"_ - " ‘ - . . v ‘/ R :“".- ‘ . .
, \ . Percentile 1972-73 ' 1973~74° 1974-75 - 1975-76 1976-77@ 1977-78 . 1978-79
| . 90th ° . 31.5, 33153 30.82 " 32.76 - 34.24. . 35.69 . "34.62
¥ : » . (=0.1%) . (0.9%) L (3.02) T (6.5%) T (422). (-3.0%)
L . [N q , - '. _ . Y o L
85th . - 30.42 30.53 . @30.67.. . -7 30.74 (3374 T 445
T T2 (0.%) 7 £Q.(0.5%) (0.2%) (9.8%) . (2.1%)
goth ~  29.58 & - 20.65 30.03 30.43 32.56  * 33.85.
. ~ Ce (0.2%) (1.3%) (1.3%) - (6.92) - (3.9%)
¢ 70th © 27.81- " 27.76° . 28.46 . 28,99 - 30.00 - .31.29
. o | (=0.2%). - (2.4%) "(1.9%), o (3.5 (4.30)
v o T :
60th ~ 26.22 . 26.58 °  .27.10 . 27.84 28.57 . . 30.00
y (1.4%) - (2.0%) - (2.7%) - (2.62) . (5.02_)’ (0.0%)
50th - :  24.57 - o 24.54 25.22  26.65  27.54 . 28.48 29.00.
- . (-0.1%) - (2.8%) . (5.7%) (3.3%2) - (3.4%) (1.8%)
40th 23.08 . 23.15 24 .34 25.00 - 26.20 . 27.00 0 28.4h.
o . (0.3%) o (5.1%) (2.78) ¢ (4.8%). - (3.1%) O (5.30) -
© 30en - .2l.02 . 22.51 _ 22.90 24.00  25.00 25.51 + " 27.60 .
| (7.1%) (1.72) (4.82) (4.22) - (2.02) (8.22)
0th - -, 18.35 - . 22,00 ~ = 22.51 22.51 22.77 25,507 "« 35,75
: ' ‘ (19.92) ©  (2.3%) (@.02) - (1.2%) (11.9% "(1.0%)
.- : . . . * \ 7 . * R . L'7
. 15th .. 16.06 - . 21.30 . 22.50 . *22.§) 22.51 . 25,00 ¢ .25.00
ER ST v (32.62) | (5.62) €0.02) .. : (0.0%) .12 7 ¢0.0%)
o 1552 J21.15. T .22.00 32.50 22,51 . 24.00 2.3 15°
y L (29.87) (9.2%) . (2.3%) (0.02) (6.62) - (0.9%)
. -é . ) . . C. ".’ . . . § - ) ¢
" Range . 16.04 © 10.38 9.82 © o 10.26, 11.73° - JL.69 . "10.39
oo ‘ : S - ' . . ; .
_ ' Source:_.‘ Educa\ion Sect_iop., Office of the Speaker, Michigan House of Representatives
S e ¢ * L . . . . : ‘ .- <

-



-{f' . "millage'gep between high—millage ‘districts (districts at the 90th percentile)

\ . F Y .-‘

and tﬂe 10w-millage districts (the 10th percentile) declined from “16.04 mills

-

in 1972 73 before eqpal yield, tQ L0138 mills in 1973-7? a decline of’ 35 3
- ' .‘percent; The millage gap deciined fuzther-to 9. 82‘mills in 1974—75. e
L This trend %as revershd, however, in 1975-76, the third year. of equal

cyield. During this year, the revénue gap increased to 10.26 mills, with the\
- > ‘
high-millage dietricts increasing faste* than the low—millage districts..

]

The increasing”tgend was continued in 1976-77, with the millage gap growing .
to 11.73 mills. While the precise reasons for this reversal are not readily A

apparent, it could® well befattributable to ?he introduction of the "two—step

~

I aid ;ormula introduced in 1975-76 and continued<in 1976-77. Under this

4 ' ‘formula, 1owen millage districts generally reseived-algreater percentege

. * N N ' .
. _1Increase in state aid than’ did higher millage districts and,)therefofe, faced
' less pressure for a millagefincreaee. ) ' *
“ ' ’ ' -

) . . i ’
The millage gap remained nearly unchanged in 1977-78 and declined somewhat
in 1978~79, falling to approximately the same level it attained back in
b 1973-74. This'decrease is attributable to above-noted modification of the
. » . - - ]

state éid formula introduced in 1977-78.. This modificatien consisted\of

- . B . S

two features:

, ‘ < ?
1.¥ The introduétion of é baseiallowance in the state guarantee, which

* had the efiect of reducing the amount of state membership  aid a district

. ' received for each additional mil1l levied. (See Tables I and II, above.)
cr 2 A,"roll-back? feature, whereby districts levying more than 30 mills

would receive ﬁprmula reimbursement for their over-30 millage, only if they

translated the additional aid into property tax reducticn.

S .
. : ' ’ . N
B . .
] ! . - . '

. . .

! . . 5 ) . - . : .-
. . . . i - < X .

. . .
N
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- . : . “ !
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. * ~‘ - e * . N
. Since this revised formula was not enacted into law until mid~1977 by N
o .
. ~ ‘
which time most millige’elections for- 197? 78 had already been held, the !

igpact of the formula on the’ 19?7 78 millage elections was minimal. The,
§‘ - N

'..;? significant percentage.increases registered at the 16th Iith, and 20th

'... ‘:. ..‘.‘

-percentiles are }ot wrising ccmsidering the negligible fncreases made

. by these low—millage districts during the previous two years. under the

two-step formula. o~ . . D _ .
. '

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

1978-79 data.- The high millage districts at the 90th, 85th, and SGth per-
centile actually reduced.their millage tes, jyhile the 50th, 60th, and 70th

percentile levels registered little or no gain. The 30th and 40th perCEnbile

B ¥
1evels, on the other hand, increased signi cantly, while little or mno

2

increase was registered ét‘the 20th, lSth and 10th percentiles. The latter

developmenm is understandable in view ‘of the increases made by these low- .
\

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

\
redustion in the millage gap as a result of the formula revisiohs\of 1977—78

. - f
as well as a de-emphasis upon the property’ tax as.a revenue source. This

latter development JAs discﬁssed below.

’
’ - - Pl }

.Objective Threé:. To increase the revenues available in previously low-

spendlng districts without decreasiné revenues in high—spending districts.
As the data presented in Table VI (next page) clearly indicate, the- ,

1argest per pupil revenue gains since the inception of equal yield have been

[

made by the low-expenditure districts, but not at the expense of high-

' !
expenditure districts, The growth in per pupil revenues among the distriets ‘

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

“ district revenues, and has been progressively larger at each.lower decile

~

. - A S T
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\ TABLE VI ’ .
. e .
e . . ' 4 .. . \ X _ )
Distribution -of Membership Revenues per Pupil N
LA ' ¢ _ ° ’ ~= -
. " ! . . ., N » . * ) )
. 1972-73%  1973-74  1974-75  -1975-76 . 197677  1977-78 -,
. §.998 - §f079°  $1,208 §1,22%" - © $1,447 $1,583
.. ) . v L . LR ¢ T
99%;> 1;01 o 1,114 © 1,187 1,343 1,497
4 ¢t - . . . ’ — ° .."
890 ' 969 1,065+ 1,158 1,269 1,420°
863" 929 1,023 1,120 1,223 1,367
‘. R - : .
825 923 1,008, 1,090 1,194 1,305 .
H ' . ’ ¢ = - )
775 912 1,003 ‘1,052 1,155 1,248
v IS ' . e .
736 872 975 978 1,080, . 1,239
700 837" 916 L, 967 1,03 1,204
- \' . head Ve . "//
. 634 775 857 932 1,032 1,164
364 304 331 ., 295 a5, 439
/
¢ \
- . ! -
y 2
.\' -
. . « - -
- L, \
! . F .._ . - | P
EE . . ' - - 2?
) _‘ . * ;
& ‘

,1978-79°
1978-79

éigggazl .

1,635

.. 1,565

1,487

1;451
. ‘1,-994
1,349
1,323

. 1,234

545
*
Y

Six-Year ' 4.
. .Gain e

80.30

75.8% .

64.7%

72.3%°

4

¥, 75. zo

|
(9%
89.7%
97.8%
L
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above the median has increased more slowly .than revenues at the median,

. N ~ with the exception;of the 90th percentile. In sum,. the data clearly re{}ect

. -

a Plevelling up" in terms of pereentage growth in district revenues, althougg (,{;:;}

-

_ the abaolute difference 'between the 90th and 10th percentiles has inpreased.. ;3r“ .

» . ‘ [N

' Obgective.Four. “"To. provide greater equity within the property tax . ¥
\ ot .-... . -
N structure and provide some measure of propertydtax relief. R
.- . . . , -. N s .
- ' Undgr the excess burden property tax relief feature, most often called
- ' ] o ~ *

the "circuit breaker," the state'reimburaeq_individuals'60 percént of¥the

. 3

abunt by;which ptoperty taxes on their homes (or on farmland, buildings,
. equipment and\hqmes for farmers) exceeda 3.5 percent of their ineame. Renters
- - s & .

. receive similar relief, wiﬂh 17 percent of their rent being counted as ;

-

. e ) property tax. For senior citizens and certain veterana, the state will reim—
a ") - E

burse 100 percent of the excess. The max}mum rebate is set ag $1,208, up

from $500 prior to 1975-76. In all, approﬁiﬁately_$300 million was returnéd

to Michigan taxpayers during 1978-79,

o = ] Greater'propert;722§fY§IIE§ has been given to low-income families than
: ) ' to high—income families. Thﬁg is, the amounb«ﬂfproperty tax relief provided /)
G T
"

. under the circuit breaker pr.nxam has been inversely proportional to family .
- «

- income. o . ' N ' ‘
' ‘ . ‘ h - . ¢

L 4

L - Property tax relief is p{'ovided unde,r Section 27 of the State Aid Act. _
. . = ' 1 ‘ ‘
v  'As a_condition of regeiving sbate reimbursement for caéital durlay under

. . & i A

§ection’ ‘27 of the State Aid Act, school districts must lower their property

_ tax aq equivalent amd?nt. In6}977 -78, $22,625, 000’was disbursed to 380 dis-.
(& " B Y
tricts levying under 26.& mills the'previous year for operation. In-1978—19,

- - .

<

the relief was extended to 380 districts 1evying under 26 6 mills for oper- ~" -
. ation at a cost of‘$19 925 866 00. : | Co T \} .
. . ] - co. . . . o . .. . ) . .
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’ The growth of property tax yields and effective-millage rates” has slowed

A .

considerably since the inception of equal yield. As the dale presented in -
A . ' { . . - ) . 3 -
i Table VII indicate (next psge), the average annual growth in property tax

a yield has declined from nearly 22 percent during the périod from 1965-66 "to

A N -

- N 1970-71 to about*13 percent during the next five years' and to about 8 percent

'

. during the past three years. Furthermore, the growth in property tax credits-

- - has made the detline in tax yieldleven more dramatic, wiEh_the growth in the
. . R A /d .
. . 14 * N r . . '
adjusted yield falling from over 20 perceht during the 1965-66 to 1970-71

period to about 1l percent during the next ‘five years and to only 5 percent
-

o

during the last three years. ) ' T .

< * -
Fid

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

adjusted effettive millage rate. While this rate incregsed an average of
' '\K.S{A pergent between 1965-66 and 1970-71, thig averagé annual growth declined

.to only 1.2 perceut during the next five years and to a mere 0.4 percent

)

N duting the past three years. ‘ R
’ ' - .
’ ﬁ“f IV. Equity, Equality, end Excellence: Alternatiue donéepts in Schoul§
-~ . Financed T R : ” . i - . e
T ‘ From- the fo;egoing analysis ‘we havd}seen the extent to which Michigan g
’ equal yield formula ha; succeeded in accomplishing four specific%objectives.
.‘ The data indicate substantialnsucqess in :educing‘the‘effects(of property
'\' ' \Faxlueelgh‘on tﬁe level of echool reuenues, as well as inereasing revenues

in. previously low-spending distticts and providingﬂgeqe measure of property
I _ _ R . Y T
. tax relief. At the same. time, equal yield appeared to be less successful in
w Y

reducing “the variation in millage rates and peé&pupil expenditures across

-school df;%}itts. ) | _ T : . Lo
- W . . ) " /

a1
’

- - - 3 . ) - ) . .
Q - S ’ : ) .
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. X o . - o .. _C .+ ANNUAL PERCENT INCREASE-

| o | | o ‘ lst’ Periods ., 2nd feriod: 3rd Period:

) el o106t 1970*71? 1975576 1p78-79 66-70/71 - 70/71-75/76 75/76-78/79

. " Ve . , g L‘ / L4 . ' - : . . v
8.48 -« ¢ 9.48 4.7

SEV T : g’ !
~(billion) . ‘e~ ‘'27.08 - - +38.55 - . 56,81

he - I “
YIELD “ ) . ' '
{million} \‘ . 443.20 ) . 21.92 12.98" . 8.1
(> , .- ¢ . ) . . .
» . ‘ hd - 7
TAX CREDIT . ' . . ¢ .
- (million) ' \f . " 3.50° " N/A - N/A . N/&
e >\_- ~ ‘ . . ’ . -
- '/ g ” 3 ' P ’
' : . [ ' /-
ADJUSTER~YIELD , . . o L . % : \ : . - . . ‘
¢ (mill¥on) . P 429.70 889.10,.. 1,388.-?0 '1:\,602._7_0 T 20.44 _ 11.24 . 5.1 .
P R . - . . < . v . I“0 } . " ‘~‘ 'V__'- . - . . . . ' . .
4 e~ . _ { _y f . .‘E\f‘q : L . ) X
_EFFECTIVE RATE ' L . ¢ N LR L LTy L s
(mills) . _ 16.37 . . 24.18‘, . 26.33 . t ,‘29.36“ T9.44 T . 1.84 . 3.8
o - : - : . - € ’ L " e : N
' ' . ' ‘ ‘. * ' '-\.’ ~ v ) 3 : ' * ‘. b : ¢ ‘) - t ~ :
. (mills). - - 16.24 - .23.06" - 24.45 4.13 8.40 . | 1.20 0.4

N . - .
- [ v

91



17~

-

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

p
qihichigan" How are they to be evaluated in terms of more broad goals regarding
. ¥

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

»

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

- - -l

(next- page). Each alternative is distinguishable from the other two éﬁﬂ;
L

'3”each suggests a different 1nterpretation of empirical findings. .

1. Equity (or Fiscal Neutrality) —- Obviously, the concept of equity:

cannot be authoritatively defined solely on the basis of objettive critérié. ﬁ*
geliance upon value judgments is inescap;ble and two'related value judgments

will be adopted here. The first is the long-stamding principle that govern-
mentréhould ordinariiy leave decision-making and adminis .ation té‘the smailest
unit of society competent to handle them. This 5riﬂciél§,~§hich is a corner- /

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

échool finance in Private Wealth and Publi;KEducation, 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

I

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

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

]

of one kind of inequality.'2
The authors point out, however, that while subsidiarity does not guarantee

equality of gchool programs across local districts, neither does subsidiarity

hY

2Coons Clune and Sugarman, Private Wealth and Puplic Education, Harvard
University Press, (Cambridge. 1970), p. 16.

)
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CﬂNCIPT‘ . DEFINITION
Equity Tho H.llth of a“school

(Fiscal Neutralitcy) district is not gsaoci-
' ated with noncategorical
primary and mecondary
“~ schoel éxpenditures in
that district.

.

Service variables are
equalized across “local
school districts. Bqual-
ity could also be defined
in terms of expenditures
per student or in terms
of outcomes.

Bquality N

-

Each local scheool district
is perforaming at or above
a specified level and is
encouraged to go beyond
this level.

Excellence/Adequacy

Table Vi3

MEASUREMENT

The correlation coeffi-
clent relating school
district wealth to school
expenditures is insigni-,
ficant. . .
Sensitivity &f coeffi-
cient to altemtative def-
initions of wealth must

be identified. Relation-
ships betveen district and’
schaal services-stydent
outcomes will be explored.

The variance of the distri-
bution of the melacted sex-
vice variablea across_local
di.:rlct. 1s nedr zero.

Standard say be expressed

in cerms of: expenditures
per pupil; service levels
pear pupil' or pupil achieve-
ment.

=

ALTERNATIVE CONCEPTS.
FOCUS OF CONCERN

Dependence ©f school
expanditures oca dis-
tricg_wealth,

Disparities in -nréic.
levels scross local dis~
criét-.

Inadeaquate resource levels
and/or pupil schievemant
in some local districts.

A

. -

© PRIMARY A%me:zs
J

BEqual access to edu-

cational resources;

promotes local fiscal
autonony .

-

Equal service levels
for equivalent stu-
dent groups. Expen~-
ditures per gtudent.
equated -across dis-~
tricte thru adjust-
ment for "coet of
doing businese."

Systex-wide access to
a guaranteed level of
resouices.

——

* PRIMARY DISADVANTAGES

Educational expendi-’
tures debend upon
voters' preferences;

‘wealthy might desqgt
\public schools. -

A\ —
S . @

Incerference with lo-

cal fiscal automojy.

Interference with local
fiscal sutonomy; does
addreas inequality of
services/outcones
across local districts-
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prohibit it., Rather, subsidiarity is entirely compatible with the notion of

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

18 "fre® to-choose their desired level or quality of educational program, con-
. 4 ' ) . R '. ’
L strdined not by its own school district wealth, bit solely by the wealth of

the state as a whole.

N . * . - . « /' .
) As a way in which to put this principle into effect, the authors pose

the following reform:
. . ) % '
o "Equal district power is the key., The concrete financing proposal
may be stated thus: equal tax rates should provide equal spendable - N .
dollars. That 1s, the local unit would be empowered to fix the tax
rate (effort) to be imposed upon a specific class of local wealth.
For every level ‘of local tax effort permitted by statute, the Atate
. would have fixed the nymber of dollars per task unit (probably per
ot pepil) that the district would be emp ed to spend? ‘The state
also. guaranteed that tHis number of d®TYars will be available to
thexdistrict."3 . .

Thus, according to the authors' argument, a system of school finance would

- e

;; o - be equitable to the éxtent that_it efﬁscted a distribution of school revenue
% N e .

B acress districts which either: (1) shows no significant correlation with -

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

. entirely attributable to a correlation between district wealth and millage .
v rate. The measuremént of equity in Michigan school fi aﬁcéiis a two-step

pfoceés.involving: (1) the calculation of correlqtidﬁ-coefficients relating
. ‘n. -, - .
. . N x .'“ N -
. district wealth and district revenues and, (2) the c¢alculation of correlation
" coefficients between millage and révepue in those qgées w@ére the wealfh/revenue

»

correlation coefficient is not near zero. g

A wealth—neutral or equitable system of school f#%éncé would exhibit .
oA
either one of the following. (a) a near-zero correlation between wealth and

' reVenue, or’ (b) .a near perfg_; (i.e., near +1) correlation between revenue and

;Coétis,-. et al., p. 34
| X

: ..-~‘_ ‘\‘. o 27 . 4
Q . : . 3
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millage. Any other result would be evidence-of 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 methodology is selected we must specify the appropriate ‘measures

for the variables., The ap opriate measure of school district wealth would

. be SEV per pupil,” the basis of general membership aid in Michigan. The appro-

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

- Y

'membership state aid. (Since we dYre evaluating the fiscal neutrality of the

bt

state's general memhership aid formula, the inclusion of categorical funds in
the ‘revenue measure WOuld be inappropriate ) Y | '

Correlation coefficients relating school-djstrict SEV per pupil to sehool
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 €45 general membership

S

aid) and to district millage rates are presented in‘orderrto fully’}llustrate
the relationship between district wealth and financial resources.
b Separate coefficients are presented for five district groups. defined in

terms of property wealth in order to identify that group for which fiscal

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

group.pf K through, 12 districts.

o~ ! a .
.The row of coefficients relating state equalized'aid.with SEV show a
nearly perfect inverse relationship for the 485 districts below $55,000 SEV

<

o ) ) S R
per pgpil. This result is entirely consistent with the intent andfdesign of

* “

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

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

.

local and state'equalized (i.e., general membership) aid to SEV,.are not 80 .

-

' rf$ K '. | o | ;BE;;

.

'
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TABLE IX

. CORRELATION COEFFICIENTS |
BETWEEN MPASURES OF ‘SCHOOL DISTRICT REVENUES, EXPENDITURES & LEVIED MILLAGE -
- AND DISTRICT SEV PER PUPIL, 1977-78 Y
(K-12 DISTRICTS. ONLY) C

12

- / i . - - -
REVENUE MEASURE DISTRICTS WITH SEV PER PUPIL LESS THAN:

: - oo, 4000 ' 45,000  50,000° 55,000 SEV>>55,000  State-wide
State Equalized Aid | -.97 -.98 -.98 -.98 — - 74
Local and State'Equalized .22 .21 .18 .24
LEVIED MILLAGE . .21 .19 .13 .10 -.60 -.30
EXPENDITURE MEASURE
Instructional Expenditure .03 .04 © .06 " .11 .15 .30
Total Expenditure % .08 .09 11 .17 .13 .33

) ' . 3 % /.
Total Ingtructional and . _ :
Instructional Support s L a06 .08 .07 .13 .18 .30
(non-categorical)- ' o . ¢ '
N e 7 . a . . . ) .
N=427 N=448 - N=469 N=485 N=45 N=530
Percent of State Membership  86.6%. 89. 7% 91. 7% 94 . 4% =
1]
» . ,

30
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apparently consistent with expectations. The.cogfficienfb associated with

jth?,"ineformgla" districts, while fairly low, arerun;§uffiently close to -

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

[

across the districts. However, the coefficients become more understandab S
‘when one realizes that they.reflect not merely the "di;sct" relations

between SEV and school revgfiues but also that portion of the relationship

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

b}

millage rates. The kéy question at this point is: How strong is the SEV/

‘ - ‘
‘tevenue relationship exclusive of millage rate?

o

Unfortunately, the multipliéative{relagionship between revenue and
millage precludes the calculatign‘of partial coefficients between SEV and

revenue, where the influerce of mfllage rates upon revenue would be removed.

&

We have, however, calculated the correlation coefficients relatlng SEV to

millage rates in order to estimate the impact of this relationsjip 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 (D The correlations are éositive for the inffonula districts, gut
decline as the SEV "cutpoint” increases to $55,000. Thus, the higher
- SEV in~formula'districts tend- to levy somewhat higher millages-than Y
the less weﬁlthy in—gg§mula districts. . !
(2) The SEV/revenue and'SEV/millage correlatiqn'coefficienfs are.
nearly equal f;E ghe districts belgw-$45,000 SEV per. pupil ;nd are

-

. reasonably close for the districts below SSO,QOD.

(23 A strong inverse relationship exists between SEV and millage rates ° ° 4

.

for the out-of-formula districﬁs (1.e., districts over $55,060 SEV per

pupil). That is, the weglthier dis;riéts'tend to have}iowér millage rates.
' - ) . % . .

o : - Ty,
\‘l‘ . . $';‘. e . 31 !
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' Regarding the issue of fiscal neutrality, the central question is whether '

-

'thé OHServgd.posit#ve relationship between district SEV aﬁd district révenue
. 1s largely due\to‘the observed positive relatiQAShip;ﬁetween SEV anﬁ millage
fatés.‘ That isﬁ are éhé higher-SEV districts genéfatihg more-revenue than ’

theif fbwer*sﬁb counterparts because.of-fhéir greater property wealtﬁ or

because of their higher millageé? If the former, then the distriﬁution of

revenue across the in-formula districts is not eduitablé/fiscally neutrai;
\ ) L4 -
if the latter, the system is equitable since the lower-SEV ¢ould elect to

increase their revenues to the level enjoyed by the wealthier districts by

}

simpiy matching thege districts' millage rates. Equal millages would ensure

'
equal-ﬁpvenues.

»

.This question’'can be rephrased as the following: To what extent de school
) .
. revenues depend solely upon millage rates for the in-formula districts? The

answér is provided in the following table:’ -

TABLE X

CORRELATION COEFFICIENTS , . S
BETWEEN SCHOOL DISTRICT REVENUES.AND MILLAGE RATES '

R

DISTRICTS WITH SEV PER PUPIL LESS THAN:

40,000 45,000 50,000 55,000 SEVS55,000  State-wide
.99 " .99 .99 .9é 41 \ 57
- ? M

“ S -~
. : .

As the coefficients indicate, schooi.distﬁict local and general member- '
ship revenue ¢ almest perfectly correlatéd with millage rate for the districts

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

.
.« ¢
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receive more school revenue than the less wealthy not becausé of their relative

wealth, but because of" their greater tax effort. ‘These districts have_gteater

A

. demand for education and therefore tax themselvea at a higher rate to provide
. this level of educatiOn than do their less wcd‘!;y counterparts. The 1atterl

districts are free to do the same. They suffer no.disadvaqtage_in rais1ng
. . R » . ¢ !

schodl revctua;by virtue of their lower tax base. They simply choose & iower

1

. . ‘.l .. . . J
‘ tax burden and revenue level. This exercise of local choice and the dependence

fof revenae'upon millage rate, as opposed to tax base, is entireif,conaistent_

-

with our definition of equity or fiscal neutrality, - -

A wealth-neutral distribution of resources among the "in-formula" districts
is also indicatad'by the_low.cotrelati n ccafficicata.relatiag district SEV
to school expenditiires. Intetestingly,-tte coefficients tor the diétricts
over $55,000.SEV per pupil are also low, despite the fact that the distribdtion

of general revenue acr’sa these districta is.not neutral with respect to §EV
]

kTable IX, page 21). - The -reason for this apparent inconsisténcy is tpe fact
5 B :
that unlike school revenues, expenditures are not a resourtce which is distxibuted

~

across districts. Rather, the revenues are distrdbuted and the expénditures

are the praduct of both the _revenue distribution and the budg tary ‘choices of

'the-local districts. Thus, while general (i.e., discretionary) revenues may
show some qprrelation with SEV for a particular diatrict group, expenditurea

may not since districts may-differ.in their budget decisioms. . (In addition,

the first two expenditure categories -- "instructional expenditure" and "total
expendituré" include soﬁe:categorical revenue, .thus exacerbating the lack of

comparability with general revenues.)

o~

NeVertheleas, despite theae technical qualifications, the data indicate

that Michigan's general mémberahip aid formula has-achieved a 1arge1y

N
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nearly 92 pexcent of the pupils,in_the StSFGf

R
. ¢
wealth-neutral distribution of general Ttate and local revenue and of non-

4
-

' categorical instructional and instructional support expenditures for those

<

K through 12 districts below $50,000 SEV per pupil.- These districtd are 469

in number and enrolled 1,855,195 puplls in school yesr 1977—78 or 91.7

percent of the total state membership.

The distribution of school district revenues sndfexpenditures is clearly
not neutral, however, for those districts above §55, 000 SEV per pupil The
correlation coefficientvof 42 relating SEV and equalized (i e., state and .
‘local general) revenue indicates a fairly strong 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 '
districtg in this group generate relatively high revenue not{because-of higher

* ¢
. . {
tax ef&ort,.but despite lower tax effort. In other words, thei:bhigher revenue

levels are attributable to their greater property wealth. Clearly, then, the
- .3 o .

distribution of revenue among the out~of—formu1a districts does not conform .

to the concept of equity, or fiscal neutrality.

¢

While the districts over $55 000 SEV are only 45 in number and account v

" for only 5.6 percent of total state membership, their effect _Upon the measure

of wealth neutrﬁlity for the entire state is significant. With the inclusion,

~

of these districts in the analysis, the correlation coefficient relating
equalized revenue to SEV ingreases to .50 and the coefficient Yelating wealth
and noncategorical instructiOnsl.and instructional supbort_increases to .30.

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

of this analysis: Michigan s general membership aid formula has succeeded in
A’\ -

' producing a fiscally neutrsl distribution of revenues and expenditures for )

- N LY
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At the same timé, the fiﬁding of an absence of neutrality for the

over-$55,000 SEV districts suggésts two policy options which might achieve »

. |
- .

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

of the general’ aid formula; of‘(z)lestablishing a “recapture' mechanism : | S
for‘distr;cts gver-Ss?,OOO SEV per'puprl (through, for example, restrictions \
on state ca%egorical‘érants for these éistriéts). "These optiéns may be
advisablg, ipar is, 1£f state-wide equityh—or fiscal neutraiity—;is the goal.

Our central’finding of a wealth-neutral distribution of school district

-t

general revenue and noncategorical instructional and instructional support

A v .
expenditures is not surprising in view of the amalysis presented in Section III,
. Fa . . -

above, where the "equalized" portion of school revenues was shown to have e

i

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

Our finding is also consistent with a similar analysis conducted by

X

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

data regarding Michigan school districts' per pupil SEV anq_inétructional
¢ . . '

-

. expenditures, Berne and Stiefel computed corrélariQp coefficients reIatiﬁg

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

| corréiatiolgwas‘found to decline each year over this period, from .64 in 1969—70

to:.30 in 1976—77. A number of alterﬁative'correlatioh measures were computed¢

relating these variables and all were.found to decline over this peried. 4
.;heir fiudings, hOWeVer, are somewhat different from our own, since éerne

and Stiefel camputed 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 sbove, examination of

ol

«

" 4Robert Berne and Leapna Stiefél, Public Poliey Research Institute; Graduate
- School of Public Administration, New York University. The findings referenced
are, as yet, unpublished.
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“fiscal neutrality.

. "‘ ' g
: o 21 S
"the distributisnal effects of tﬁe equal yield,formula on the "in-formula"
districts only indicates far gréater wealth neuﬁrality_than doe§ exam%nation
~of théqgtéfe as a whole.‘ To illustrate, our‘analjsis re@ealed a very high :

correlation between district SEV per pupil and school.revenue (.81) for all

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

(to a mere .05) once the 61 \districts ever $50,000 SEV (accounting for only

8.2 percent of total state mgmbershiby are”removed from the sample.

¢

This same cautionary comment may be made of an analysis of school finance

* in Michigan- completed by Stephen J. Carroll of the Rand Corporation. This *

study, based upon data spanning the five-year period from 1971-72 th?ough

~ . w“ . f\ .
1975-76, concluded that the distribution of school district revenues was not

2

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

<

probal;le reagons for this finding:

(1) The study did dot‘address the distribution of edqéétional N
resources aﬁong'the in-formula distrigts as a separate group;

(f; During the time’ period coverea.by the analysis, the state
aid{guarantee extended only to the first 7% mills é1?73-7&) or

25 mills f&974-75) or 27 mills‘kl955-76). As 'the Raﬁd Study notes,
the effect of Out—qf-formu;a distriéfs upon the overall meaéure of

/

‘wealth neutrality would be significant.

ey
¥

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

between school district revenues and district household incomes as well as

 subbstantial increases in the degree to which school revehues'depended upon

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

5Stephen J. Carroll, The Search for Equity in School Finance: Results from
Five States, (Santa Monica, California: The Rand Corporatiom, 1979, pp. 137-138).
. ’ 13 .
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2. Egualitx'-— T@e concept of equality simply requires that educarional '
resources (e.g., expendigures,'staffing levels, or school prggrams) be
: diéﬁ;ibuted in equal 4mounts across loéql school districts. This concept
is based upog-a "leveling', or "leveling uﬁ".phiiosophg,which holds . that
educatioQ is so valuable a commodity that all local schPol districts should
consume, it‘in»equallamounts. As such, this concept runs counter to the
notion of_subsidiarity, or local contrel, a notion thatxis cengral to the

¢ . _ { A
concept of equity. While equity‘implies equal opportunity of local school

* districts to decide upon and déliver the level of educational services they
desire, it does not imply equél program across districts.. quity ensures .~ .
local choice, including the chofge.of differing from other districts. Equality

would restrict this choice. k

The degree of equality in the disﬁribution of resources across local

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

_ existence of any variarnce in the distribution would indicate inequality.
- . . . . :
The degree of inequality in the distribution of non-categorical instructional

- LY
and instructional' support expenditures across local school districts in

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

.

———— X . . _ ~

o~
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' ‘ e TABLE X | '

Frequency:Téble: Pﬁpils by"Level_of
- Instructional Expenditure

-

FY 1977-78

Nén~categorical Instructional Pupils -~
Interval Expenditures per Pupil - Within Interval
| . p

1 - less than $700, - 19,432
2 |  s100 - §799 . " 104,988
3 - . s800 - s899 - 322,141
4 - . © $900 - $999 635,597
“ 5 . $1,000 - §1,099 - 372,211
6 $1,100 - $1,199 . T 2623500
- | 7 | | $1,200 - $1,299 | 184,997
8 . §1,300 - $1,399 - 27,889
9 - o $1,400 - $1,499 | 61,399
10 $1,500 - $1,599 16,367

11 , $1,600 - $1,699 | ] 0
12 ‘ - $1,700 and over _ ¢ 16,340

)
, \ . <t
. . ﬂgi_ * §E’E? 1 \ .

- T \ .
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Figure 1l: Frequency Histogram -
Pupils by District Expenditures )24 1977“73
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. : ~
While the histogram indicates a large number of pupils in districts

spending between $900 and $1,000 per pupil for instruction and instructional
support, the data‘ciéarly refleét an absence of equality in the distribution
T

of noncategorical instructional and instructiomal support expenditures‘gcross

school districts in Michigan.

In view of the low correlation coefficient obsefveﬂ-between this measyre

oé schbol district expenditures and district SEV for the 469 K through 12
districts below $50,000 SEV per pupil (.07), the variation in expenditures
cannot be attributed to disparities in school disttict,property wealth.
Rather, the vapiance in expenditures stémsfromvariance-in distriét millage
rates which re%lectL in turn, variation dn the.supply og and demand fof edu~
cation acropss éhe dis;ricts. (The identification of the causal factors ?

behind these supply and demand conditions is a complex ﬁhttéx and will té
| taken up in a subséquent working paper,)

A corresponding lack of equality is evident with regéid'tb the distribu~

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

g
Lo (:jf’
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Frequency Table: Pupils by Level of
_* State and Local General Revenue, FY 77-78"
6'. ‘
" State and Local General " Pupils
Interval . Revenue per Pupil Within Interval
) w K .
1 - g less than $1,000 17,757
:2 il $1,000 - $1,099 . '95,812:
3 $1,100 - $1,199 271,644 -
<5 . .« R - . :
R NE §1,200 - $1,299 610,352
: - . . ¢
.5 ©§1,300 - $1,399 361,825
6 4 : §1,400 - - §$1,499 ' 339,317
, Do - _ c e . . '
7 o $1,500 - $1,599 176,212
®. - . - ™ $1,600 -.$1,699 38, 396
, 9 ‘ $1,J00 - §1,799 . 17,582 =
| 100 | $1,800 - $1,899 . 10,825
11 T . $1,900 and over . © - 84,139
. - ‘ l" \
'. . - » - .-’ ) 1
‘ . . ‘ -\.. v
. ) . ] ' . ~‘ ) . \ -
= PP . | ¢
oo , _ o .
2t : . - ‘\* 41
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" Figure 2: Frequency HistogrameaPuéils ¢
by District Revenie, FY 77-78
€ ; . . | ‘ ‘ . N .
Y . . .
~ ¢
2500001 - - -—— — 1250000
- . | }
| ‘ t I K
S oo — —_—_—e —_—— 4
l e ’ . l .
500000} - .o 1500000
PUPILS | S —ao —_ {
WITHIN } o0 I.
INTERVAL | ; e e as oo I
U, J' - S _ 80 A _ . - 3
250000} 0 00 oo o | 2500@
- \ ‘e oo oe e oo |
Lo 20 20 00 .08 A0 + J-‘
} o® @6 8% oo e oo e |
- } ee @@ 0o 08 po w0 e Y} ]
) el . '-u‘ W i ™ '-‘:.-a...- ‘ s et v dam l-m—..u“u‘ “ ‘.Qa-.ﬂ.‘;’-‘-"“ﬂ'&"é‘;"‘" e 0 ST s
. <$i000 108D 1§06 150 1350 14¥v ISTe KE® (750 ewm N v
L S . _ . | ] .
: ‘State and Local General Rev. PP ~ T
. ‘ . (Interval mid-points. indteated) e -
* - .. L *
As the frequency table and histogram indicate, the distribution of state N

and local general revenue is qﬁite unequal across the districts. As nqied — i
‘above, variation ig\the amount of such revenue among districts below $50,000
\ : SEV is- solely due to variation in millage rates, while variation in revenue

_for districts over $50,000 is due to variation inuboth‘miilage and SEV.* .-

—

S Iﬁ sum, the d;ta clearlyiindicate~a lack of eqnality in distribﬁtien of_‘\

e

'general revenue and instfuctional expenditures acroes school districts 1n

Hichigan. Horeover, eny significant reduction of this inequality would appear‘~

to :eQuire increased state control regarding ‘the support of public geducation.
_ ——, . , , :

-

~

*The frequency tables and histograms are based upon data for all 577 school
“districts in Michigan. % | _ _
Y R 42 : . . . - ‘ ‘ : R R
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program quality but no ceiling would be placed above.

', 34 ' ~

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

Py

system in which each locai 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 opportumnity to go beyond. this

prescribed level. Thus, a floor would be imposed below some measure (s) of
' TR
This concept, therefore, is clearly distinguishable from both equity and
equality. In the first place, excellence does not necessarily imply that a
local school. district's level é% resources is independent of its wealth nor

does it imply euqal revenue levels across districts. Some idea of a tesource
£

. distribution which would satisfy this criterion can be gained from inspection
of the histogram of school district expenditures presented above (Figure 1

page 29). As the' histogram shows, a large number of pupils fall within

interval four, which cdrresponds.to e per pupil expenditure-level of between
$900 and 81, 000. If this expenditure level were.adopted as a base level of
resource -adequacy and all districts required (by means of a constitutional
amendment) to spend at least’ $900 per pupil for noncategorical instructional

and instructional support services with no maximum expenditure level specified,

the distribution of Nuch expenditures could approximate the following:

»

AR

L.
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Number ‘ ol * : :

Pupils

-

»
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Since all school districts would be at or above the prescribéd $900 per pupil

expenditure, thé-system would conform to the model of excel 'spcé, at least
. . . ‘\\‘
according to this single indicator. However, ihe system would not necessarily

’ 0

conform to the concépt of equity and would clearly not conform to the concept

of equality. o | »
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V. Summary and Conclusions ) Y

This paper has egaminéd the distributions of genernl (i.e., noncateébrical)
revenues and instrnctional expenditures across school districts in Michigan
and has‘evaluated these_distributions in terms ofvthree normn: equity, equality
and excellence. An aarlier paper tWorking Pagg; #1) provided a similar analysis

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

L]

are parts of a single anéiysis of Michigan school finance, this sectiomn will

“

address the ' 'findings of botn.

.
—

A. Equity (Fiscal Neutrality) -~ A system of sthool finance conforms

.

to the coqtept of equity iffthe.syétem effects a distribution of educational

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

L S .
¢ .  tax effort and not upon local district wealth. Equal district tax effort

'~ generates equal educa;ional resources. Qur analysis of this issue and review

-

of related studies has revealed the 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
to- : ﬁ . . ! .

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

nearI? 92 percent of the pupils in Michigan public schools.

t
3

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

A

similarly equitable across this same group of school districta.

-«

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

‘" to bea problem, “then consideration shguid be given -either to substantially

-

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

which wdnid reduce the amount of categorical funds gbing t% the out-of-formula ‘

-

distyricts.
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_ B. Bquality -- A system Bf school finance would conform to the conéEpt

3

of equality if the system effects an equal or nearly equal distribution of
resources across school districts. Our analysis and review of related studies

» -

. has revealed the follbwing: f
1) Equalipy has not been achieved in Michigan -- a substantial variation
exists across school districts with fegard to thé distribution of general
L revenue, géneral instructional expenditureg and noncategorically-funded
instructional staff. o ' »
(2) 1t is doubtful whether tﬁe_presen; system will narrgy the distribu-

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

~ -~

‘ have been designed to aclomplish that end. If it is thought to be desirable -
Fa'have close to equal expenditures per pupil or close to equal staff ratios.
among\schoo} districts in the state, then there must be a major change.in the

/ system of funding. This would probably require a constituﬁibqal‘agendment |
esFablishing'minimum ana ma;imum millage rates for local districts. In addi-
.. tion, statutory restrictions would probably have to bé placed on the use of

funds. s

\ C. Excellence —- A sthool finance system would achieve excellence if

each school district is provided with aﬁ least a prescribed level of fesources
constitiiting an educational program of récognized quality, In addition,
g ) - ;

districts would have the opportunity to go beyond gh}s prescribed level.
* Although our analysis has‘no; attempted to specify such a prescribed -.
‘level of educational program quality, we have addressed the educational

reséurces of the state s‘ a whole. We have found; -

t 3

(15 Expénditure levels have been increasing, and increasing faster
l>__‘ .

than inflatidk@® N SN

R4
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(2) Staffing rntios have. been increesing,_bdth becauseé there nas been
an increase in total staff and because of declining enrollments. ' ’

‘(3) Even rhouéh no minimum leve}l has been established for either expendi-
tures or staff'adequacy ratios, achievement of such a goal would require a
majot reform, probably necessitating'cnnstituitqnal amendment.

D. Other Findings

-
L3

Preliminary analysis indicates the absence of a relationship between
school district expenditures and school district staffing levels. This is due
‘primarily to cosd'differentials, particularly staff salaries. In other words,
the school districts with relatively high expendirures may not enjny superior
staffing levels becaLse ~their staff salaries and other costs (e. g., benefit
costs) are also.relatively high. On the other hand, a low expenditure district

*

'may have favorable étaffing lenels because salaries and other staffing costs
are also low;
y This issue of educational resource cost different s will be a major

&
cus of Working -Paper #3.
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. _ APPENDIX "Illlk

L3

THE MEMBERSHIP.AID FORMULA: PER-PUPIL COMPUTATIONS . .

1967-68 (512,727 SEVpp or more) . $294.52, minus (SEVpp x 5.28 mills) _
. (less than $12,727 SEVpp) $427.87, minus (SEVpp x 15.75 mills)
2 .
1968-69 (21,000 SEVpp or more) $348,00 minus (SEVpp x 7 mills)
- ' (12,737 to $20,000.00 SEVpp) $326.75, minum (SEVpp x 5.86 mills)
. (89,920 to $12,736.99 SEVpp) $474, 75, minus (SEVﬁp\g 17.48 mills)
' (less than $9,920 SEVpp) $499,75, minus (SEVpp x, 20 mills)
“«  1969-70 (812,864 SEVpp or more) $408.00 minus (SEVpp X 9 mills)
" (less than $12,864 SEVpp) - $549.50, minus (SEVpp x 20 mills)
- 11970-71 '($15,500 SEVpp or more) $530.50, minus (SEVpp x 14 mills) i
> (less thanﬁ,SOO SEVpp) $623.50, minus (SEVpp x 20 mills)
1971-72 ($17,000 SEVpp or more) $559.50, minus (SEVpp x 14 mills)
' (less than $§17,000 SEVpp) $661.50, minus (SEVpp x 20 mills)
1. ’ .
1972-73 ($17,750 SEVpp or more) $644.00 minus (SEVpp x 16 mills) _
* (less than $17,750 SEVpp) °  * $715.00 minus (SEVpp x 20 mills) %)
1973-74 (838,000 minus SEVpp) x (mills levied up to 22)
1974-75 1($39,000 minus SEVpp) x (mills levied up to 25)
L A - s - -‘
1975-76 ($42,400 minus SEVpp) x (mills levied up to 20), plus
(838,250 minus SEVpp) x (mills levied from 20 to 27)
. - -
197627 (843,900 minus SEVpp) x (mills levied up to 20), glus
. L (839,600 minus SEVpp) x (mills levied from 20 to -28)
. ,‘ ) .
1977-78 (840,000 minus SEVpp) x (mills levied up to 30), plus $164
"1978-79 ($40,000 minus SEVpp) x (mills levied uplto 30), plus $274, plus

for under $40,000 SEVpp districts only, ($40 000" minus SEVpp) x.
~ (permissible millage over 30)

Permigsible millage over 30 - (mills authorized over 30) XALSEVREL

\

, . $40,000
1979-80 (543,000 minus SEVpp) x (mills levied up to 30 and one-half the mills
v - over 30), plus *$325 - . }

’ . «

e
.
4

(Source: Education Secfion, Office of the Speaker, Michigan House of Repreéentatives)
. . b w .
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' , APPENDIX (continued)- W
' é ) .
As indicfged above, the "Equal yield" formula was instituted in 1973-74,

-9

\e§£acﬁgg‘%he Strayer—Haig or "dedﬁQtible~millage" formula of previous years.
. :
Sigkce that\wﬁge éﬁl‘ incipal modificatibns have been made to the proposal.

Fixst#?%ge uniform guaZantee level was replaced “in 1975~76 by a two-tiered -
. ]
forqpla‘which iffovided for a lower guarantee level for each mill over 20 mills.
? »
ﬁggfkcﬁange was %ptended to provide a disincentive for school districts to levy

. >
- . high millages and thereby‘geduee the "millage gap" in Michigan -~ that is,_t&e

‘disparity in millagéqrates betWeen high—;and low—millage districts As indi-

cated in Table VI, above, however, thighmo&ification failed to reduce the gép.
o - (S ’ \/ '
In faco, the gap increased in 1976-73.

~

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

fisqal year through the introduction of a base amount in the state guarantee
This base per pupil payment had the\effect of making each additional mill of

operating tax levied by a district worth progressively less in state member—

. ~ ship aid. This feature was retained in’the formula in subaequent yedrs and

A N - .

its effect upon school aid guarantee ‘levels in FY 79«80 1is discuased.at length ¢

' . hl
' ’ | . . &
4n Section I, above. - : N , ¢

In 1978-79, the membership formula was modified through the introduction
. of d "rollback" feature, whereby districts 1euying more than 30 mills for
school operations would receive fcrmula reimbursement for over~30 millage
v . < ¢, .

only if they translated the additicnal aid into property tax relief. This

 feature was dropped from the general membership formula in 197?—80.
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