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A-1977,réétudy of Colorado school £inance,,£ollowin§',

a 1974 study of the effects of the state's 1973 finance reforms, ‘
indicates that Colorado school finance is still unequal. Colorado's
school finance program is essentially a resource equalization plan
(also known as a "guaranteed tax base” or "district power :
equalization" plan). The major changes in the preceding 5 years
involved improvements in property assessment practices and the
setting of an .authorized revenue base (ARB) for each district,
“ Assessmeiit of the equity of Colorado's current school finance

' ?¢;ﬁstructure”is based on equality of expenditure per pupil (thqfamount
“of variation in such expenditure across school districts) and on

. fiscal neutrality (the extent of the relationship between a o
district's expenditure level and its fiscal capacity). Data from
.Colorado's 181 districts show the state met neither equity standard
in 1977 (nor did it ‘in 1974). Per~pupil expenditures vary greatly and
are related to districts' ARBs,. Further, expenditure per student and

district ARB vary with district wealth and income, so the state is. -

' not fiscally neutral. The authors suggest changing both the ARB,.
 claiming it locks in unequal expenditures among districts, and the
‘guaranteed tax base, which they say is too high and covers too many
districts. (RW) -
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SCHOOL FINANCE IN COLORADO: AN UPDATE

ln l975, the Education FinancerCenter of the Educatlon'fommission of the ; | .

States conducted a snort study of the first year impact of the Colorado School 3
' FlnanCe Refbrm of 1973. That report 1nd1cated that expendltures per pupil

differed ‘substantially across school dlstrlcts, w1th the ten hlghest
h‘expendlture per pupil districts spending 2.7 tlmes the amount of the ten lowest
4expend1ture rer pupll districts. That report also indicated that the
~expenditure per pupil differences were closely llnked to local school d1str1ct ' o dli y
property wealth: school dlstricts-high in assessed valuation per pupil enJOYEd
-high expenditures per pupil with helownaverage tax rates,jWhile school’
districts low in assessed valuation settled for average or belou'averaoe
expenditure per pupil levels even:with above'aVerage,tak rates. The.report>
concluded that the expenditure per pupil differencesAWere likely'to renain,‘as'

o)

;kwell as be related to 1ocal dlstrlct property wealth and 1ncome unless

©

-~ Colorados l) adjustedsassessed valuatlons by assessment/sales ratlos to S e

N compensate for unequal assesement practlces, 2) reduced substantially or x@;l,d

[

elnnlnated ‘the minimum guarantee of the formula; and 3) adopted ‘some type‘of

1ncome factor. The report did not emphasize the role of the authorlzed revenue

base (ARB)JJl maintaining. expendlture lnequalltles, but 1t should have been

predlcted that the ARB, by locking in h1stor1cal expendlture 1nequ1t1es, would

exacerbate the three problems underscored by the~report.

The earlier report, however, analyzed data from the 1974 school f1scal

year, the f1rst year in whlch the 1973 reform was 1mplemented The full Impact

i-of such a major flnance=reform cannot be felt fully in the firstryear. The . : f

Center has long planned to update the earlier report sometlme 1n 1978 w1th

information from the 1977 school fiscal year, which would indicate the impact ‘




of the reform after four years.

‘-‘?state s const}tutlon.' Colorado s vers:Lon Qf P}bpoSf.

and dlstrlct flscal capaclty, and: 2) expendlture ecuallty, i €y lnnlted

_section provides some conclusions and policy implications related to local

° [}

~

P

~an uodated report. becomes all the more useful at thlS time because of the

a

many events in Colorado School flnance that have occurred over the: past Eive

years.» There” have alWays been’ crltiCS\Of ‘the Colorado school flnance pian, the

1‘:&

t{,crltlcs include llbe’* S, conservatlves and persons in the mlddle of the

i ! ""'.'

o

1;famendment, further 1ntens1f1es the schooL flnance dfbafe currently g01ng on in

Colorado.

leen these varoous concerns and events, 1t was felt that an update of the
i

1975 reoort would be useful .in prov1d1ng an objective overv1ew of the current

'i

status of school flnance in Colorado. This short report is des1gneq\tq prov1de

that perspectlve and has three sections. The flrst descrlbes the major .

elements in the Colorado school finance structure .and the changes that have gi‘

been<umplemented over the past tlve years. ‘The second assesses the degree to i i

y

whlch the current structure meets the two bas1c eqU1ty standards in schoolf ‘

¢ <

expendlture per pupll,dlfferences across all school dlstrlcts. The last:

e N
" \’(

a
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control and possible adjustments that could’ﬁnprove.tne Cblorado school finance

Y . -

system.

MY
-

I. COLORADO'S SCHOOL FINANCE PROGRAM

©

Colorzdo’s school finance formula'can best be described as a resource'lt
equallzatlon plan. Such a program has been called a guaranteed tax base,
guaranteed yield or dlstrlct power equallzatlon plan in other states. - The
essence of the plan is that the state guararitees to every school dlstrlct a |
dollar y1eld per pupll for every mlll of tax levied. Durlng 1974, Colorado -
* guaranteed a yield of $25 per pupll per ‘mill., If the local tax base’ prov1ded
’5 less than that amount,»the state made up. the dlfterence.- However, regardless
of the tax base yvield in a partlcular school dlstrlct, each dlstrict was
ellglble for a m1n1mum guarantee of $8 per pupil per mlll. The $25 and $8 |
.

flgures were changed each Year as shown below and’ reached $31 92 and SlO 85

for the 1977 school flscal year.

e . Guarantee - Minimum Guarantee
School Year, (§/pupil/mill) (S/pupil/mill)
1974 . 25.00 8.00
1975 o 27.00 - 9.00
1976 29.62 10.35
1977 - 31.92 10.85
1978 . . . - 35.00 ' 11-35’

However, there were limitations to this bas1c structure. In order to
: control expendlture 1ncrea=es, the state calculated an ARB for each school
district whlch 1ncluded local and state general revenues and was "based on
f1gures frem the 1972-73 school year. D;strlcts were allowed to 1ncrease the

ARB by a maximum of 7 percent a year for districts with an ARB above $1,000 and

_37-




a larger percentage fo: dlstrlcts with smaller ARBs. If dlstrlcts wanted to
exceed the allowable 1ncrea=e, they had to reguest approval from the State
Budget ReV1ew-Board. If approval was denled, the dlstrict needed a school
_dlstrlct referendum to ralce expendltures. All 1ncreases beyOnd the ARB had to

be funded entlrely from local funds durlng the first year, an’ espec1ally

onerous burden for low wealth dlstrlcts. The double dlglt 1nflat10n of the m1d~

° v

'f19705 soon put nearly all dlstrlcts on the 7 percent allowable annual increase,

‘In 1977 all dlstriCtS were llmlted to an ARB 1ncrease of $120 per pupll. These

expendlture 1ncrea=e controls are among the most 1nflex1ble 1n the country and -
;.;ﬁeffectlvely eliminate local fiscal control for all dlStrlCtS.

hx“fIn‘addition tolthe.SaSlcrplan} the system alsovpfoyidedadditlonal“afdhfor
small school attendance centers which equaled;-fot each bonus pupil "the lesSen
of . the ARB or the state guarantee per mlll per pupll tlmES the dlstrlct'
general fund mlll levy |

LS

These general unrestrlcted alds were complemented by a set of categorlcal‘,

afds for spec1al educat1on, bllmgual ‘education and transportatlon. 'Whlle the
law authorlzes the state to reimburse local dlstrlcts for the excess: COSt of
spec1al educatlon programs that program has never been fully funded and, in '
general, dlstrlcts have recovered about 50 percent of th91r excess COStS-.'_ .
Bilingual education programs were funded beglnnlng in the l975~76 ‘school year
’-and the state prov1ded a total of $2.4 mllllon in 1978 for students
llngulstlcally and culturally dlfterent and below level 1n academlc

‘achlevement. Transportatlon costs were shared by the state up to a max1mum of

90 percent.

8
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5
Perhaps the most. substantlve change in school flnance was the. mprovement 3
. made in property assessment practlces. Smce 1976, assessmg jurlsdlctlons - \

" have been mandated to assess all propert:.es at um.form levels set by the state. o

Recent analyses have ,shown that assessments have changed dramatn.cally a.nd thatr'
A

_ the 1ocal assessment :]Ur;.sdlctlQnS are ablding by that state mandate;, Thougn
Jmprovements are stlll possmle in’ assessment procedures, the -use of locally

determined assessed valuatuons, unadjustgd by assessnent/sales ratlos, is no

longer ‘the problem 1t was in 19?4.

@

Durlng the 1977 school flscal year, revenues. for publlc elementary and
secondary Schools J-.n Colorado totaled about $950 mllllon. Of that total 47
- -percent was derlved from local sources, prlmarlly the property tax, 43 percent
‘:,from state sources and 6 percent from the federal goverrment. Beglnnmg year

- ca b

fund balances accounted for about 4 percent of total revenues.

i

N 'I'HE IMPAC'I' OF COLORADO'S SCHOOL FINANCE PROGRAMS

©

I
_i"g .
‘There are two basic standards of eun.ty or falrness in school fmance.

The first, expendlture per pupll equallty, is focused on students. .Its

requlrenent is that exPendx.tures per pupll be equal across school dlstrlcts -

(after adjustments for varylng pupll needs and dlffermg educatlon-_‘ V_,osts) and
. the objectlve of a school fmance program deslgned to meet this standard is to
, reduce spendmg gaps between hlgh and low expendlture per pupJ.l dlstrlcts.

"I’nls standard 1s 1ncreas1ngly becommg assoclated w1th state constltutlonal

‘clauses callmg for a thorough and uruform, general and umform, tho:ougn and

efficient, and even Just a free publ:.c School system. '




The second standard of equ1ty in school finance 1s called fiscal
_neutrality. This standard is focused more on taxpayers, its requirement is- -
| that expenditures per pupil be unrelated'to school district fiscal capacity, |
and the ob]ective of a school finance program des1gned to meet this standard 1s
to provide equal expenditures per pupil for school districts with equal tax
rates.v This standard has been assoc1ated w1th state constitutional egual

ey
protection clauses and has been, until recently, the ,brimar:y aspect of 1egal

challenges to school finance structures.

In 1974, Colorado's school finance system met: neither'bf these standards.
That concluSion is also Valid for Coloradouschool finance in 1977 as the

v follow1ng analysis will show. ~Ah %‘i S

a
-

Expenditure Per Pﬁpii‘ Equality

There 1s a wide variation in expenditures per pupil across Colorado s 181
school districts as shown in Table l. While the median expenditure per pupil
was $1, 795 in 1977, the highest expenditure oer/pupil district spent 270 |
percent of that amount while the lowest expenditure per pupil district spent |
only 67 percent of that amount. The ratio between the‘school district at the
90th percentile of expenditures was 2.2 times that of the district at the 10th
percentile. The magnitude‘of these expenditure per pnpil‘differences'cannot v
be cattributable to cost variations, which~coold account for aymaxﬁnmn of 10 g
percent of egpenditure differences. Nor can these large.expenditnre |
_‘differences rationally be attributed to differing pupilyneeds; The fact 15‘
that expenditures per puoil among Colorado S school dlS\IlCt are far from

general and uniform.

10




© mARIE L ' |
| | L . »
N CURRENT EXPENDITURES PER PUPIL IN p
- COLORRDO SCHOOL DISTRICTS, 1977
AHig’hes:t:_ Wasfﬁ&gtm—loné si:ar " v' i - $4,888
90th.Percentile:-‘Park Comnty 3,080
Median: ‘Elbert—BJ.g Sandy J 1‘1,795_' _
. 10th Percentile: Elbert -Ellzabeth o 1,400 -

‘Ime.st:‘

7

.A bohe“jos—l,\*erth Conejcs 1,212 |
‘Ratio: Highest/iqnest:i | 4, 0:-1 : '
Fatio: sothfloth‘percentile - } f' | 2.2:1

o

o Prepared by the Educat::.on Finance Center, E'ducatmn chmussmn of the States

~ from off:.c:.al data of the Colorado Departrent of Educatmn.

Y . s )
msm 2 |
, CURRENT opmmmc; EXPENDITURES PER BUPIL o
. | - py QUIN'I'IIE 1977 “' '
" Curzent. Operating Percent of Nmberof
. Expenditures Per Pum.l Pupils . Districts
'$1,212 - 1,495 20, & .3 -
1,495 - 1,650 . . 18 "
1,650 -1,72. 23 |
" 1,725 -1,935 - |  1aA*“' N
- 1,935 - 4,888- C 21
Prepared by the Educatq.on Fmance Center, sion |

of the States £ram off:.c:.al data of the \G:o]\\sgr‘ ' Di
Educat:.on. v 4




sewpehdltures per pupll dlffnr consistently across all d1str1cts and affect_ allv;Q'

’1977 as shown by the data in Table 3. The ARB of the medlan dlstrlct was

’f'have not been redUCed. In fact ARB 1ncreases have be:

-,prlon to the 1973 school finance reform, expendltures per pupil vary dramatlcal;y

: level and quallty of educatlon serV1ces prov1ded to students. ngher

' ',expendlture d1str1cts are not s1mply prov1d1ng the same 1eve1 of educatlon

1,dlstr1ct= may pay hlgher salarles, but they not. only obtaln better quallfled

v

These expendlture per pupll dlfferences, moreover, are not Just a result

eg i Few hlgh and a few. lOW'SpeQﬁlng dlstrlcts. Table 2 1ndlcates that

~

’; students. Even after d1V1d1ng students 1nto qu1nt11es of expendltures per

pupll, exgendltures differ by roughly 5150 between each quxntlle, whlch mean:\\“=“”

- that stuaents 1n the top qulntlle have a mlnlmum of $600 more spent on them )

than students in the bottom qulntlle.‘

In a sense these expendlture dlfferences are| not surpr1s1ng s1nce the

allowed 1ncreases 1n expendltures have been linked to the authorlzed revenue

_bases that were highly unequal in 1974 and conti ue to be hlghly unequal 1n

Sl 341 while that of the dlstrlct at the 90th per entlle was: nearly 50

' percent above that, w1th the ARB of the d1str1ct a the lOth percentlle Just 82

vpercent of the medlan., as demonstrated starkly in T ble 4, moreover,gARB gaps

hlghest for those o
districts with the highest 1974 ARBs and'lowest for tho e districtS'with low- o

1974 ARBs. In short, the expendlture 1nequa11t1es that enlsted prlor to the

1973 reform have been ma1nta1ned by’the ARB lxmltatlons and teday, as well as

ot

across school districts and students in the State of Colorado. EERE

" These expendlture d;fferences, moreover, translate 1nto differences in the

t

serv1ces as 1ow soendlng dlstrlcts but at -a higher cost. ngh spendlng

e




TABLE 3
AUTHORIZED REVENUE BASE' PER PUPIL
© COLORADO SCHOOL DISTRICTS, 1977
| Highest: - Washington-Lone Star ' ' B , - $3,100
90th Pe.rcentile- Kimva«-?lamv’lew o o L ' 1,962.‘:
| Madian' Rit Ca.rson-Stratton o R 1,341
10th Percentile: Rio Grande-mnte Vista . ~ 1,101
Lowest: LaPlata-Bayfield — | 1,004
'Ratio: »Highest/In{vestz : - 3.1:1 ’
Ratio: 90th_/10th Pe'rcentiles - : 1.8:1
&

Prepared by tbe Education Finance Center, Education Camuission of the States ‘
fram official data of the Colorado Department of Educatmp.

CHANGE TN ARB FROM 1974 '10 1977
© BY QUINTILE OF 1974 ARG
‘Quintile of Average ' Average - Change in ARB:
1974 ARB 1974 ARB ... 1977.ARB . _1974 to 1977
Highest - 81,226 $1,765 . $4539
- Secand - 1,034 - - 1,440 = - +406
Tmirgt 959 1,38 | +427
. Fowrth 897 - L2655  +368
Iowest o845 L19  +304
State Ave;ag_e . $980 $1,409 $+429

wi) .":‘I’repare& by the Educaticn Finance Center, Educat:.on Commnission of: the States

- fram off:.c:.al data of the (blorado Departrrent of Educat:.on.

13 -
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Preres

' a school district.

Fiscal Neutrality

' varying-wealth and,provided equal yield‘per-pupil,for equal tax effort. While

teachers with' the higher pay scale but also h1re more teachers and more aides )

and offer a wider range of education programs. Indeed studies of the use of

1

4 large increases in school flnance reform dollars as well aS~the difference in

expenditure patterns between the high and low spending districts show that the

additional dollars are used o expand educational services, proVide more

‘programs to students with speCial needs and upgrade the quality of education in

, While the prunary objective of the 1973 school finance reform may not have been ‘

to elnninate expenditure per pupil disparities, a prunary objective was to

eliminate the relationship between expenditure differences and local district

fiscal capacity. As Table 5 indicates, assessed valuation of property'per it_f_ﬁs;_«~veﬂ

pupil is substantially‘different across Colorado school districts, ranging from

over $300,000 per pupil in the wealthiest district to just over S4,000 for the
pcorest district, a difference of more than 70 to l ' With such w1de wealth
‘variations and heavy use of the property tax to raise local funds, one would

expect a close link between expenditures per pupil ‘and local property wealth,

~unless the state aid equalization formula was designed to compensate for

3 iq

ostensibly designed to fulfill this goal, the Colorado system —- as it has been f

1mplemented — has fallen far short of this goal.

In Table 6, both the ARB and expenditures per pupil are given pyﬁgg;ntlles.m_,“rtrnr%‘

ofassesmaivaluation of property per pupil ~with approx1mately equal numbers of :

students 1n each quintile. These_data indicate that there is a direct

014



"J:ABIES

s
C.OIDRAIX) SCHOOL DISTRICI‘S ’ 1977

A

'Prepared by the E:ducat:.on F:Lnance Center, Eﬁucat:.on Camission of the States‘
fram official data of the Colorado Departnent of Education. .

Highest: Rio Blancb—Rangely - : L o $326,269

'90th Percentile: E§g1e~ﬁag1e 1_ B L ‘ - 57,516
. Median: Mesa-—élauteaiu valley . R 20,670

10th ?ercentile: bbntezmna-Dolores o 10,764 :

Lowest: EL Paso—Fomtam R - o ‘ 4,197

Ratio: Highest/LCWESt . R |  ; 77.7:1

Ratio: 90th/10th Percentiles:  san

ARB AND CURRENT OPERATING EXPENDI‘IURES PER PUPIL
BY QUINTIIES OF ASSESSED 'VALUATION PER PUPIIu 1977

Qurrent

" Prepared by the Educat:mn Finance Center, Educat:.on Conmission of the States :
from off1c1al data of the Colorado Department of E'ducat:.on.

=

.‘ ‘1’1’»‘5
15
A

: S - . Percent’ N Nlmberh " uthorized . Operating
- Assessed Valuation . of : of . Revenue. Expenditures
Per Pupil - Pupils = Districts ~ Base Per Pupil
| $ 4,197 - 12,800 19 3 1,1% . $1,532
12,800 - 15,500 20 25 1,312 - - 1,59
15,500 - 17,600 14 14 1,299 1,667
17,600 - 24,500 27 o2 1476 - 1,782
24,500 - 126,269 20 . 77 71,692 2,342

R




correlation'hetween“oroperty wealth and both the ARB and'expenditgtes"éer’ _

pupil. As wealth 1ncreases, both the ARB and expendltures per pupll 1ncrease.

Put another way, the wealthler a school dlstrlctrthe hlgher the actual

- expenditure per pupll and the hlgher the expendlture per pupil allowed by state
:,'7 jf” law. In other words, not only the state expendlture controls, i. e., the ARBs,
o dlscrnnlnate among d1str1cts on‘the basis of wealth, but also actual district
expendlture pollcles are driven by local wealth. In short, the fiscal
neutrallty standard, w1th fiscal capac1ty measured by propesty wealth, is not -
1 . met by the current school flnance structure.
jIn addition,.the.fiscal‘neutrality standard is not'met when fiscal »
capacity is measured by income per pupil as_ShoWn by the results'in‘fable‘7.

"Both the ARB and expenditures per pupil increase as district adjusted gross

incame per pupll increases, and the relatlonshlp is even stronger than that for'
property wealth. Put differently,. the Colorado 5chool flnance system 1s o
) S fiscally unneutralﬂ:nder—botmealfh"’rl'eut'ralitY'and an income neutral ity
' standard Even though state equalization a1d is allocated in greater amounts
to poor school dlstrlcts than to wealthy districts, the a1d structure together
- with the ARB do not ellmlnate the role played by wealth and 1ncome. Put

bluntly, wealth and income still drive the Colorado school flnance.system;

ThlsicOnclusion holds, moreover,:even for school distriCts of'Sﬁnilar
pupil size, Table 8 indicates the total state and local revenue per pupil for

dlstrlcts broken into four pupll size categorles and grouped by ‘the oulntlles

~—0f assessed-valuation- eééTable~6~““The~data“In*Table B SHOW™ tﬁ“t for éach size
grouplng,rstate and local revenue per_pupil;decreases‘as.wealth decreases.

‘These results mean that even for districts with similar numbers of students,

Lo . v i . S
= . . " El
L .. 18
U . fo. ; . ",s
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TABIE 7
S 'ARB AND CURRENT QPERATING EXPENDITURES PER PUPIL
o BY QUINTILES OF ADJUSTED GROSS INCOME PER PUPIL
| . S | . Current
. Adjusted ~ Percent Nurber - Authorized ~‘Operating
. Cross Income  -of ~of ‘Revenue ' = Expenditures
- _Per Pupil Pupils  Districts . Base . _Per Pupil
$1,014-14750 20 104 1,228 - $1,628
14,750 - 18,200 20 39 1,280 1,625
118,200 - 22,000 . 16 o 1,30 1,662

22,000 - 26,130 25 I - - L4 1,707

26,136 - 40,420 19 9 . 1,723 2,305

—f~~~-*--9-*~5Prepared‘ by the Education Finance Center, Educat:.on Coxrm:.ssion Of the States
‘ from official data of the Colorado Department ‘of Education. ‘

A
33
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. . ‘
. 1
TR 8 i
STATE AND LOCAL REVENUE PER PUPIL BY QUINTILES OF =
- ASSESSED VALUATION PER PUPIL FOR DISTRICTS -GROUPED BY PUPIL SIZE .. _
o f / Quintile of  Number s S B
[ . Assessed Value - of v State and Local '
Per Pupil -~ Districts =~ Revenue Per Pupil
Fewer than . Highest . =~ 4 . $§'%§g L
i 500 Students -~ - Second - - 26 T T eoa
_ . : RS o 1,524
. . e Third 3 A : 1,542
, Lowest - .8 S
500 to 2;000  Highest 17 &+ ¥ $1,663
Students Second . o9 N 1,478
o Third . 6 . 1,321
Fourth 10 1,391
‘Lowest : 13 - : 1,334
’ 2,000 to 10,000 Highest 1. $1,698
Students , Second 7 1,491
Third 3 1,486
Fourth ' ’ 4 ' 1,444
Lowest- 10 — 1,235
10,000 to 50,000  Highest 0 " -
-~ Students Second 2 . 81,790 .
: Third 1 © 1,632
~ Fourth 4 1,483
Lowest. . - 1,430
| A o : - E . s : ‘/
Prepared by the Education Finance Center, Education Commission of the -
States from official data of the Colorado Department of Education.




the Colorado school finance system is fiscally unneutral;‘ Stated dlfferently,

neither expendlture per pupil inequalities nor the relationship between . :

¥

spending levels and wealth levels can be explalned away by dlfferences in the

pupil sxze of school d1stricts. DlStIlCtS-Wlth fewer than 500 students have

expenditure dlfferences that are related to wealth dlfferences, and this fact

. holds for districts with between 500 and 2,000 students, 2,000 to 5,000

B studeﬁts; and 5,000 to 10,000 students as well as all districts agross the state.

1977 is that it is drlven by local school dlstrlct ‘wealth and income and

L

In short, an- 1nherent feature -of the Colorado school finance system in

‘:

produces wide expendlture per pupll varlatlons from d1str1ct to district.

Ly

Table 9 shows that even if property wealth were not a factor in Colorado

school finance, tax rate difference would be strongly related to 1ncome. Given- -

.0y

el
Ry
ey
N

—a—basss-edues&a£xt{anance~ﬁonmmhaﬂiﬁnr—1j?perfectly—ImpIémenféd, would

guarantee equal expenditures for equal tax rates, the data in Table 9 can be
used to predlct that tax rate dlfferences would occur and would produce a
system with substantlal expendlture dlfferences and with those. dlfferences

related to income. While this conclusion was also reached from Table 7, the

.'exp11c1t relatlonsnlp between tax rates and income as shown in Table 9 1nd1cate

‘ related 1nequa11t1es could-soon outweigh the current wealth related

that unless income is included in some way in the Colorado formula, income

inequalities.

T
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TABLE 9 ¢

% ADJUSTED GROSS INCOME PER PUPIL AND ARB |
. BY QUINTIIES OF GENEFAL FUND TAX RATES

Rahges of Tax Rate | Aﬂjuet_ed‘ Gross Authprized .
(General Fund Mill Rate) Income Per Pupil - Revenue ,’Base v o
:, $5.60-537.70 S50 sL26 |
: 37.70 - 40.98 . -16,430 ~ 1, 263 |
40.98 - 46.75 16,963 . 1,362
| 46.75 - 46.90 21,830 - . 1,47
46,90 - 58.35 . 28,873 . ' 1,660
Prepared by the E'ducatlon ‘Finance Center, Education Ccnm:.ss:.on
‘of the States from off:.c:.al data of the.Colorado Depart:ment of:
Educatlon. ,
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IIT. CONCLUSIONS AND POLICY IMPLICATIONS

o » . . o g

Tkus short updated analysis of Colorado school f:mance in 1977 shows that
the current system produces large expendlture per pupll dlfferences of a
magnq.tude that cannot be explamed by varying costs and dlfferent pup:.l needs.

These expenditure differences are inherent in the current structure because:

1) the ARB places strict limits on expenditure per pupil'growth o
- and essentially prevents low sperding districts from ‘ B
"catching up," o

2) the ARB effectlvely locks in the expendlture dlsparltles
that ex1sted in Colorado prior to the 1973 reform,

3) the minimum guarantee in the formula is so large that
wealthy school districts receive large amounts of state aid -
"that, together with the ARB limits, help them maintain their . = - '
expenditure advantage, and :

4) expenditure increases beyond the ARB limits must be funded
e entlrgly-_b;u_ocal_funds_mm first year, which places a

much larger. burden on poor dlstrlcts than on wealthy
districts.
These same four factors are also largely the reasons why the expendlture
dlfferences will continue to ‘be related to local school dJ.strJ.ct wealth and
1ncome. A school fmance structure that lmks expendlture per pupll levels to |
local wealth and income can hardly be one that fosters local control Local:
control cannot blossom w1thm the current Colorado school fmance system.
Beoau*sewealth and incame drlve the.Colorado system, local control is a .realiti;,

only for high wealth and high income school districts.

I’

While the Colorado system remains seriously flawed, simple changes in the

current structure oould substantially improve the system. In fact, one of, the '
most significant changes that has occurred in Colorado school finance has been o

.17‘ 21




property'assessment improvements. While the Colorado assessment system still
has room for refinement, over the past four §ears dramatic progress has beeng'
made inzgetting ail,property assessed on a uniform, statewide basis. The

correlation between asseSsed valuations ‘and valuations adjusted by
a .
assessment/sales ratios is very high The use of assessed valuation as a basis

for a1d allocation is no lorger the problen 1t was in 1974.

Ferhaos the most dlaring flaWS in the current structure are the minimum
guarantee and the ARB. The minimum guarantee applies to too many school
distrlcts and, while all states have to include some compromises on pure school
finance formulas to get blllS passed, the high level of the minimum guarantee
ln Colorado is a major substantial concession that has compromised the 1ntent

of the bas1c structure of the formula.

' .
\ ) . L

The ARBs also have seriously hampered, perhaps even fatally hampered, the‘ )
ability—of<the~basae4Colorado~formula to guarantee eoual yield- for. eaual Effﬂrt~-
- The ARBS have 51mp1y locked in the old inequities and have prevented the . system
from gradually 1mprov1ng. Indeed, allowable expenditure increases for the high

spending districts have been greater than for the lom spending districts which
- means that relative expenditure differences have widened over the past vears -
rather than diminished. Major changes in ‘the apolication of expenditure o
controls, which are‘prerequiSites of school finance reform espec1ally in this
.post-Propos1tion 13 era, must be made in order for the Colorado‘school finance‘
system7to_reduce the inequities and inequalities in the presentvsystem.'
i In this llght,aa few concludlng comments on‘SBZS, “the- changes in the .

Colorado school finance law passed in 1978, should be made. This blll increased
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i

the minimum ARB and allowable ARB increases as féllows{

¥

) . ‘ S o
Year Minimum ARB Allowed ARB Increase
S ' for Districts Above Mlnlmum o

L9

1978 ‘None - ' $120 per pupil
1979 - $1,400 130 per pupil -
1980 - - $1,600 , 1140 per pupil
11981 $1,800 . 150. per pupil
1982  $1,800 160 pet pupllv

These-Changeé_afé’clearly stepsain-the rightvdirECtion and they will blunt the
mqst'égregibﬁs aépects of the current ARBs. But they will not put all

dlstr;cts on an equal footlng. For example,‘the ARB of the district at the

10th percentlle in 1977 was §1, 101 That will be allowed to increase to §1,221

in 1978, ‘and would move to $1,351 in 1978 without the minimum. The minimum ARB

floor that will be in effect will push the ARB up only $49, a marginal boost, -

Thus, while SB25 makes good attempts to help low ARB districts catch_up,.itvis N

.

very unlikely that, even by 1982, the expenditure and ARBVinequities will have
been'elﬁninated;~or>changedwsubstan£ially*frcm-their~status~tddaya§-'~¥~h~

"

»
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