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INTRO DUCT I ON V

Since the Serrano Decision of 1971 much effort has been expended

by researchers , state legislators and the courts in attempts to define

and refine what is meant by equality of educational opportunity in the

context of education finance . And though our understandings of edu-

cational finance and equity are far more sophisticated as a result of

these efforts , we are still far from reaching closure on these issues.

The purpose of this paper ~~~~~ is to provide brief sketches of a

variety of issues for consideration by the National Institute of

Education as new or continued initiatives in future planning . These

issues are categorized under four general areas of concern as follows :

equity issues , impac t issues , response issues , and measurement issues .

Two caveats must be mentioned at the outset. First , these four

issue areas should by no means be construed as mutually exclusive .

The categorizations herein stated have been made for convenience .

Many others are possible . Neither , secondly, should these areas and

specific topics be viewed as collectively exhaustive of viable direc-

tions for future NIE initiatives. Many more concerns exist than
k 

•e

reflected in these pages .

EQUITY ISSUES

A t base , education finance reform is a matter of equity . But

because so little is known about the causal relations underly ing

studen t achievemen t and affec tive development our notions of equity

are constrained to a consideration of inputs to , as opposed to out-

comes of the educational process. So long as the concept of equal

educational opportunity focuses on the vertical and horizontal

di stributions of resources per child the following issues are imperatives.

Cost of Education Indices

One of the major concerns of recent state finance reform efforts

has been narrowing in terdi strict disparities in per pupil expenditures . 
-_______

What has now been recognized by state legislators is that some variation ~~~ ~ rtIs ~~~
0in expenditure per pupil may indeed be warranted by interdistrict

vari at ions in the cost of providing educational services . Equal

expenditures per pupil statewide is not synonymous with equal resources

because of cost—based d i f f e r e n c e s  in the real value of the  educa t i ona l
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dollar across districts.

Variations in teachers’ salaries for given levels of training and

experience are the primary cause of these cost variations and , since

teachers ’ salaries typi cally account for 70 to 75 percent of current

opera t ing expenses , research on cost of education indices has focussed

on construc ting ind ices of teacher prices. Researchers in this area

tend to agree that teacher price indices can be constructed only

through econometric estimations of teacher supply functions . The

question being raised here is what is the minimum wage a district

must offer to attract a teacher of a given level of quality. Theo-

ret ica l ly, that minimum wage will vary across districts in accordance

with teacher responses to variables such as distric t amenities and

working cond it ions , student characteristics , the cost of living and

so on.

But there are at least three poignant arguments which tend to

invalid ate this approach. The first two are methodological , and the

last is conceptual. The two methodological questions concern 1) sep-

arat ing supply infl uences from demand influences on teacher wages and

2) controlling for teacher quality. Supply influences on the teacher

wage are influences for which districts are forced to compensate tea-

chers such as a high cost of living and/or poor working conditions.

By contrast , demand influences on teacher wages reflect district

preferences for particular levels of spending. Allowing demand

variab les to enter the estimations would allow districts which prefer

to pay hi gh teachers salaries to be compensated through the index.

Our agenda , however , is to measure and compensate for higher salaries

that some districts are constrained to pay to maintain a quality

teaching staff. Separating these two influences on teachers ’ salaries

presents a major problem because many of the supply side variables

~l se exert Influences on the demand side. As an example , district

wealth is generally considered a demand variable hut to the extent

that a positive correlation exists between district wealth and the

distr ic t ’s cost of living it can also exert a supply influence.

Cont rolling for variations in teacher quail ty  also presents a

problem for teacher price index construction . Data limitations

—
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constrain researchers to use experience and training as teacher

quality variables but these variables are not suffi ciently defini tive

of teacher quality.

But an even more damaging argument against this approach lies

in its assumption of a f ree, competitive teacher labor market that

is in equilibrium (i.e., that the quantity of teacher labor demanded

equals the quantity supplied at the prevailing wage rate). That the

teacher labor market is not in equilibrium is evinced by the persis-

tent and growing teacher surpluses we have seen since the early

1970’s. These surpluses imply that teachers face a “buyers market”

in which the wage premium this approach hypothesizes and attempts to

estimate should not even exist.

Still , teachers’ salaries are the primary cause of differentials

in educational cost and attempts must be made to capture the dynamics

of those differentials. Perhaps a proper formulation would involve

the modelling of union influences on district incremental bud geting

pract ices. But whatever the proper formulation, it is clear that

this line of research is of great import to educational finance.

Addi tionally, educational cost indices must be expanded beyond

the teacher price focus to include specific attention to economies

of scale, non—teacher instructional expenditure , fixed charges,

transportation and capital expenditure . Pursuing cost adjustment

research should result in an acceptable cost of education index

which would allow for comparisons of real resources within states

for both general purpose and categorical funds.

Comprehensive cost of education indices will improve federal

allocation policies . ESEA Title I funds for instance are calculated

as a percent of state average per pupil expenditures . The use of

state average figures is an attempt to adjust for differences in

cost among states. Extrapolation of this methodology for interstate

comparisons would provide n~~re precise adjustment mechanisms for

federal allocations.

Weightings for Educational Need

In addition to disparities induced by interdistrict cost differ-

entials , intrastate expenditure variations may be justified by
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variations across districts in students ’ educat ional  needs . Weigh t ing

schemes , indexing categories of educational need (and cost) in relation

to base levels of resources per child , are bec oming increasingly attrac-

tive to educators and legislators as more rational , sys tema tic means

of evaluating interdistrict expenditure disparities while recognizing

educational need variations among districts and differentials among

school program costs.

One potential  bene f i t  of wei gh ting sys tems is the ir abili ty to

eli mina te  much of the bureaucracy of s ta te  ca tegorical approaches

thus allowing transfers of admin i s t r a t ive  dollars and/or  personnel to

program uses. Weighting formulas also make use of easily meas urable

variables which would in turn produce better audit trails and reduce

the fungibility of program funds. Budgeting stability should be in-

creased due to systematization of program fund flows and due to the

exp lici t recognition of differential program costs. But perhaps the

most important effect of pupil need weighting is the achievement of

horizontal and vertical equities statewide——assuring that all children

of similar condition are treated similarly.

Future research into this area should focus on three areas. It

should first document the extent to which these and other potential

benef i ts of we igh ting schemes have ac tuall y been realized in states
which have imp lemen ted wei ghtings ; second , determine the distributive

impac ts of these we ightings vis a vis district wealth , income , and
other demographic characteristics and whether or not weigh ting schemes
encou rage ine f f i c i encies th rough diseconomies of scale , and third ,
exami ne the in te r face  between d is t r ibut ion  of Federal categorical

aids and the distributions of s tate  dollars generated by wei gh t ings

for horizontal equity of total resources by program type .

These investigations should be pursued in states with extensive

expe r ien ce w i th  comprehensive wei ghting schemes . Florida , New Mexico

and Utah are likely the best candidate states. A fourth area for

investigation , but of lesser magnitude , involves an across—state

examination of rationale underlying the different configura tions of
need that receive weights and the means by which these weights are

determined.

— .—~~~-~~~~~~~~~-- - -~~~~~~ ,-. - V -—
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F ixed Charges and School Resource  E q u a l i z a t i o n

The thrust of education finance reform has been to equalize educa-

tional opportunity in the distribution of resources per child statewide.

Whether pursued on fiscal n e u t r a l i ty  grounds or by expendi ture  d i spar i ty

standards , reform has focused on curren t expenditure dollars without

recognizing that an increasing portion of monies on current account

are never real ized in s tuden t  services.  S t a t e  and local pension funds ,

social security , unemployment compensation insurance , and school lia-

bility insurance all make charges on district current accounts and the

amounts are rising steadily. The obvious question which as yet has

not been addressed is the extent to which disparities in fixed charges

across districts undercut state finance reform objectives. Is the

equa l iza t ion  of real wei ghted expendi tures  per pup il , for  instance ,

synonymous w i t h  the equa l iza t ion  of real wei ghted resources in l ight

of po ten t i a l  var ia t ions  in f i x e d  charges per pup i l ?

Public sector retirement systems are encountering increasing

insolvencies n a t i o n w i d e .  More funds are going out than are comin g

in to retirement plans . California , for instance , has recen tly com-

mitted itself to $300 million in contributions to teacher retirement

funds over the next 3 years——this same amount to be matched by the

s~~n of local district contributions . Research is necessary to ascer—

tam the impacts of California’s commitment on its progress toward

finance reform and , on the fiscal and programa tic responses of local

districts.

Interaction of Federal L State and Local Education Funds

In tergovernmental  f iscal  relations in education are becoming a

topic of increasing concern especially in light of state efforts to

reform their educational finance schemes . Of the $60 b i l l ion spent

in 1974 on education in the United States , roughly 52 percent was

f inanced by local d i s t r i c t s, 7 percent  by the federal government and

the remaining 41 percent  by s tates . Yet s t i l l  too l i t t l e  is known

about the local f i sca l  impacts of these intergovernmental  t r a n s f e r s .

At least four major areas of investigation seem warranted.

The f i r s t area of i nves t iga t ion  involves a c o n c e p t u a l i z a t i o n  of

how s ta tes  view federa l  educat ion funds in the course of educa t iona l

— V _VV ~~ ‘~ 
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finance. Are federal funds generally or by catego ry endogenous or

exogenous to state educational finance? To what extent , if at all ,

do states make trade offs between general and categorical aids in

anticipation of federal receipts?

The second concern involves a conceptualization of how to view

the impacts of categorical aids on state finance reform . Does it

make sense , for instance , to be concerned about equalizing or anti-

equalizing effects of federal and/or state categorical grants (excepting

impact aid) in the context of state general programs? Or alternatively

should our concerns for categorical aid impacts be focused on inter—

district equity by program type? Choosing between these alternative

views involves empirical determination of the extent of fungibility

of state and federal categorical aids generally and by category . This

choice will also dictate app ropriate means for conducting distributional

analyses i.e., by weighted or unweighted resource.

Third , is an exp licit concern for resource equity by program

type and involves empirical determination of the degree of comp limen—

tarity between state and federal categorical aids across states.

Configurations of state categorical programs vary widely . While all

states fund handicapped and vocational education programs , not all j
states provide for compensatory and/or bilingual programs etc. In

addition a variety of funding mechanisms are employed across states——

excess cost grants , weighting schemes and various formulas . Empirical

research must be conducted to determine the interactions between

program configurations and funding mechanisms , and equity of services

provision by program type . Particular emphasis should be given to

the interactions between state pupil need weightings and federal

allocations . Additional ly, this research should seek to ascertain

the degree of complimentarity or supplementarity of state categorical

allocations. Do states tend to allocate their categorical funds for

extended coverage to students not served by Federal grants (for

instance Title I funds) or do states tend to concentrate Federal and

State funds in high need areas?

The final question concerns state and local responses to federal

aid and the mechanisms and stipulations under which federa l aids are
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d i s b u r sed .  The Federal  government leverages far mo re in  p rog rammat i c

expenditures than its 7 or  8 pe rcen t  share alone would  accomp l i sh .

What are the opportunity costs to states engendered by compliance

wi th main tenance of e f f o r t  and n o n — s u p p l a n t i n g  clauses and match ing

requirements for federal funds?

.ntr ~Iistrict Disparities

Most finance research and reform legislation has focused on

schoo l districts as units for comparison and analyses . While this

focus is justifiable given governance considerations and fiscal rela-

tions , it has caused us to neglect considerations of intradistrict

equity . The presumption has been that achievement of equitable

resource distributions across districts is tantamount to assuring

equal educational opportunities across schools within districts. The

filing of several district discrimination suits: Hobson v. Hansen

(1967), Snuck V . Hobson (1969), Mission Coalition et al v. San Francisco

Unified Schoo l District (1970), Braun , Cortez et al v. Board of Educa-

tion of the City of Chicago (1971), and Bradley v. Milliken (1970),

evinces need for intradistrict investigations .

The question of resource equalization among schools raises

questions concerning which objectively measurable resources to focus

upon. Within most districts schools tend to provide services to one

another (e.g., school lunch preparation) and to share some non—ins truc-

tional professional personnel (e.g., psycholog ists , counselors , nurses).

As a result , total expenditures per pup il by school are hard to ferret

out with much accuracy and hence cannot be used as measures of inter—

school equity. Recognizing this problem the court in Hobson v. Hansen

focused its attention on disparities in teaching expenditures per

pup il. But differences in teacher expenditures per pupil within 
V

districts are caused by 1) variation across schools in the average

levels of training and experience of the teaching staff and 2) varia—

tions in average class size——neither of which is largely explicative

of variations in educational equality. New research into this area

should focus on devising rational programmatic service standards or

access standards for evaluating intradistrict equity concerns. 

- —~ .~~~~~~~~~~~~~~~~~ ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
- V 

_



- -,~

-8—

1 1 ~.\~ I iSS UE S

l u v e st  i~~.it  ion i n t o  t ic i : ~lp . R t  5 ~~j ~~~~ .11 jot ia l I i l L i l i c e  and t~t o nus

ire  neccs~~ k rv as mt~~nis of p red i ct i u~ and non i to r jug both .int i c i p.i ted

as we 11 is unintended c o n s e q ue nce s  o i new I und lug ~cchan  isms and

leg i s l a t i o n .  iwo i m p a c t  i s s ue s  vi i i  c l i  h , ivc  not  been adequatel y addressed

arc 1) the  cap i t al  i .i t ion ci f c c  ts of  ~, ~ V I 1 o O  1 i i  n.U1c~ V re 10 n~i and .
~ 
) the

i ;~ j~~ic 1 of I in an c e  re t o  r~:i on students and s t  ude i i t  educational out V ,n& ~~~ -

p it aliza t on__Eff e cts of  School Finance Reform

School I induce reform i n var i ah  lv ~V W5e5  an increase in the state ’s

share of  e d u cat i o n a l  e x p e n d it u r e s  because of i t s  o r i e n ta t i o n  t ow a r d

“ l e v e l i n g  up f r om  the b o t t o m ” . As a general  ru le  t ax  r at e s , 1 jab ii i t  ~cs

and y i e l d s  w i l l  change across d is t  c ts  depend ing  on the level  of

e q ua l i z a t i o n  ach ieved  and the  f i n a n c e  fo rma t  ut  ii i zed.  In theory

t inance  reIn r~ shou ld  b r i n g  about  changes in the va lue  of l inus  ing  in

r e f o r m  s ta t es  in t w o  way s  : th rough  a tax  e f f o r t  and a schoo l q ua l  i t v

c i  l e ct .

F i r s t  , c I i . u i ~~cs in i.ix rates and liabili ties will be cap ital i ze d

i n t o  l o u s i n g  v a l ue s  - I n  gene ra l  , hi gh ~~~ 1 t i t  d i s t r i c t s  en j oy  tug t v p —

i ca l  l v  h i gh l o v e  is  n t  ed u c a t ion  s p e n d i ng  at  low tax rates w i l l  see

greater tax liabilities after refortn whicli , in turn , w ill he cap ital—

i zed in t o  th e i r  rea l  e s t a t e  values and cause them to  d rop  due to the

p re sen t  v a l u e  of t h e  f u t u r e  s t r e a m  of increased  taxes . In  low w e a l t h

d i s t r i ~ ts p r e v i o u s ly  facing high tax r at e s  , the  cap i t a l  iz a t  i on  e f f e c t  V

should resu. 1 t in an in c re a s e  in p r o p e r ty  values to the extent of the

p resen t  va lue  of the f u t u r e  s t r e a m  of t ax  sav ings . The n cr  e f f e c t

here , o the r  Ui ings eq ual , b e i n g  a potent ial na r rowing  o t  the  van  . ince

in assessed va lua t ion  per  s t u d e n t  across  the  s t a t e .

The second c a p i t a l i z a t i o n  e f f e ct  occurs  to  the  ex ten t  t h at  school

q u a l i t y  is considered by p rospec t ive  home buyers  and s e l l e r s  wh en con-

s i d e rin g  house va lues .  I f  f i nance  re form resul ts  in increased resources

to low weal th  areas and decreased resources to h igh  wea l th  areas ,

r e su l t an t  changes in school q u a l i t y  w i l l  also be cap i t a l i z e d  produc ing

value changes with the same net effect. Low w e a l t h  area property

values will rise while hi gh wea l th  area values w i l l  d e c l i n e  (or

experience slower rates of increase).



—- .~~~~ ~~~ . - - —. ~~~~~~~~~~~~~~~~~~~~~~~~~~ -V.l —-V---
~~~~~~

— 9 —

R e se a r c h  in t h is ar e a  is w ar r a n t e d  Lu d e t e rm i n e  long and s n or t

run imp i i cat io l l s  ot iii is p henomenon v i s  i V is i t s  i mp a c  I on r e s i d e nt  L i i

.ind conim e rc ia.l d is b c  at  ions  and mobi l  i tv  , and t h e  ga ins  and losses

impac t  on s t a te  p o p u l a t i o n s  s t r a t  i i  ied b y income , e t h n i c i t y  and o t h e r

ch a r act er i s t  ics .

F i nan Re fo nu and St  uden t ) t i  t comes

A n o t h er  q i c st  inn  dose rv ing o t i n ve s t  i gal  ion  is whi e  t h or  or n o t  and

io w s l at e  s s I i o o l  f i nan c e  re f ~ rrn f f e c t  s s t u d e n t s  and s t u d e n t  e d u c a t i o n a l

ou t c o mes. ~ne of  t h e  imp 1 ic i t  p remises  o I t in a nc e  r e f o r m  aud l i t i g a t i o n ,

- I un p r o v e n  • is t h a t  do 1 1 a rs ::i, i ke .t d i  florence in student cognitive

. iud o r a t  i c c  t I vt o u t  ~~~~~~~~~~~ . Es t i :~ia t ions  of educat  ion ,i l  p r o d u c t  ion  f u n c —

1 ion s  have not  .tdeq ua to  lv .inswe red iii is q ties t ion e x c e p t  to  allow to r

the  puss lb i i i  tv  t h at  ex p e n d i t u r e s  or  s p e c  i i  ic e d u c a t i o n a l  r esourc es

( i  • e . t o  .ict ie  i expo ien ce  and v e r b a l  ~ ~ res I m’iv have ui ftip.ic I . Wh at

see ms uc t e s s  arv  at Iii is j u n e  lu r e  . i i e  ceonome t r c es t in ia t  i ons  of  w h a t

e q u a l  i .~ at  ion d i s t r i c t s  ten~1 to p u r ch a s e  w t ii t 110 n ew si  a I t  .i i d do l l  .irs

and case s t u d i e s  on t he  ct  I ~~~~~ of  t hose new p u r ~- i1 lsos on s~~iioo l en—

V i  roll::lc n t s  and , in  t u r n  • on s t u d e n t s .

[n e x t  : i . - a h l v  t ied to  t h e s e  in v e s t i g • i t  ions  is  t h e  q ue st  ion ot

wh e t h e r  or not  and to w i t . i t . e x ten t  educat iona l  f i n a n c e  r e f o r m  t r a n s  —

I a tes i n t o  oduc.i  t ion .i I r e f o r m .  lo wh a t  e x t e n t  do p r ogr amm at  i c and

or g . u i  i .~.it  ion . t  1 changes in equa I i  z~i t ion districts o c c u r  in  res ~~~~ to

i nc  r oased s t a t O  aid and how do these changes  at  f e et  st u den t  o ut c om e s

Rl - :SI’ONSI : ISS UE S

By Iesponse issues we are r e f e r r i n g  to  t h e  b e h a v i o r s  o t 1 oc.i I

education agonc los w h i c h  are Induced by changes in t und ing iucchm isms

a n d ’  or tile anx~unts of gene ra l  purpose  and ~~ t ego r I cal aids r e c e i v e d .

iwo i s sues  o I p ar t  i c u l .t r  impor t  are I) t h e  opportunit y cost  ol  I in a n co

r e f o r m  and .) I oc a I district responses to I in. inco r e f o r m .

Educ . i t  i on  R e f o r m  or t  u n i t y  Cos t

.•\s s t u d e n t s  and s ch in 1 ars of educat  iona I I i n .u ice and re to nu we

tend to be too myop ic in our view s of t iw w or l d .  We h ive become •idv~ —

c at e s  ot  educat ion t Inance r e f or m  to t h e  p o i n t  of neg led in g  cons id e  r—

at  ions o t o t h e r  lo c a l  p u b l i c  s e r v I c e s— — f o r g e t t i n g  that they , ion ,

cont r bute to m i  vi dual and soc jot a I we It are . l i i  i s  i s  not , meant to

- — -V ~~~~~~~~~~ - -—
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suggest that investments be made in attempts to define some grandiose

societal  w e l f a r e  f u n c t i o n  but  r a the r  tha t  research be done such that

the fu l l  price of f inance  re form be recognized.

In many states , proper ty values are r i s ing  much f a s t e r  than per-

sonal income . Local taxation ror schools is becoming increasingly

burdensome for homeowners .

This , combined w i t h  increasing and competing demands fo r  s t a t e

and local tax dollars , suggest  tha t  the pr ice  of educat ional  f inance

r e f o r m  may con t inue  to rise in terms of public services (and/or

indiv idual  p r iva te  consumption and inves tment)  foregone or cur ta i led .

Because f i s c a l  cons t r a in t s  o~ wea l th  and income vary across s ta tes

and mun ic ipa l i t i e s, the impacts of increasing educat ion  obl igat ions

on the mix  of pub l i c  services wi l l  d i f f e r  across these ju r i sd ic t ions.

The estimation of these differing fiscal responses can be accomplished

by s t r a t i f y i n g  j u r i s d i c t i o n s  by a f iscal  capaci ty var iable  e .g .  , the

ra t io  of personal income to proper ty  wea l th .

Whi le  i t  is not c lear  whe the r  t h i s  research should be sponsored

by N I E  or f a l l s  under the purview of some o t h e r  government agency , i t

should be clear tha t  more mus t be known about the s imul tane i ty  ex i s t ing

in government budgeting processes and government behaviors in trading

o f f  public  services .

Dis t r i c t  Responses to Finance Reform

The pr imary  questions to be addressed by research in this  area

are to what ex ten t  d i s t r i c t s  opt fo r  program expansion vs. proper ty

tax relief in reform states , the extent to which these marginal pro-

pensities for program expansion are idiosyncratic to various formats

for finance reform and/or local wealth and income , and the effec ts of

these local behaviors vis a vis alternative definitions of state

finance equity.

MEASUREMENT ISSUES

Measuring Finance Reform

Because of concerns expressed by many reform states for the anti—

equalizing impacts of Federal Impact Aid , the federal government is

modifying the regulations to allow the counting of impact aid in state

equalization formulas provided that states in question can meet certain
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reform standards . Ostensibly, this raises the question of what cri-

teria to use in measuring finance reform. The two standards proposed

are an expenditure disparity standard and a fiscal neutrality standard .

Research is needed to answer several crucial questions . First ,

how sensitive are the costs of reform to the levels at which these

alternative standards are set and are the savings to the state in

displaced equalization aid worth the additional costs of meeting the

standard? Second , to what extent do these standards predispose dis-

tricts to adopt particular reform mechanisms e.g., cost indices and

student weightings as opposed to munici~,al overburden grants and

excess cost mechanisms? (Since neither standard takes explicit

account of differen tial educational costs or needs , state equalization

and/or neutrality will have to be expressed in terms of real, weighted

dollars per pupil in order to meet the standard.) Third , to what extent

is either standard more or less appropriate to varying finance formats ,

i .e. , Full State  Assumption , Distr ict  Power Equalizing and Foundation

Programs formats, and wha t are the implications of alternative stanm

dards for  our abi l i ty  to compare reform e f fo r t s  ac~ oss states ? Fourth ,

are there other standards which should be considered and what are

their potential impacts ? And , finally is there a sing le standard

which can be devised to allow comparisons across neutrality and dis-

parity reform states?

Alternative Measures of Distr ict  Wealth

School finance reform , whether motivated by fiscal neutrality or

expenditure disparity concerns, has focused solely on property wealth

as the variable determining interdistrict transfers and hence has neg-

lected considerations of interdistrict personal income. But personal

income is an equally important constraint on districts ’ fiscal abilities . V

In many states property values are rising faster than personal income

such that district fiscal capacities may be seriously overstated by

the property wealth variable standing alone.

Further , because of variations across school districts in resi—

dential vs commercial property compositions , the correlation between

district wealth and personal income across states is not very high .

So while our finance reforms may accomplish neutrality and/or equal-

ization by district wealth they may have very non—neutral , disequalizing
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impacts by di st r i t t  income and t h e re fore be less eq u 1 1 ~ib It ’  g i ve t i

d i s t r i c t s  a c t u al  I i s c a l  capacities.

Re search  is w a r r a n t e d  lie re to document  the  ext  cut  to wh I cli r e t  o rms

u n d e r  va r ious  f o r m a t s  arc income n eut  ral a n d/ o r  e q u a l i z i n g  and t o  con—

st ruct viable indicators of districts ‘ ab i l i t ie s  to pay f o r  edi,it ’ .i t I t ) I i— —

measures  whi  I cli combine  b o t h  income and p rope r t y  we ;Il th i  i n  t h e  Ir con-

s t r u c t ions

OTHER AREAS OF’ RESEARCH

1’hi roe add I t iona 1 .i reas of  conce rn  , to vii i cli N I  E f u t u r e  i nit i at [yes

shiou Id speak , have been pulled out of the above f o u r  ca t ego r i CS In r

spe ci .t  i emphasis. They are issues concerning urban education ,

co l l e c t  lye b a r g a i n i n g  and spec ia l  educal i o n .

‘ihe Urban Quest ion

To this po i.ut , the  problems Inherent to urban  educat ion have not

been exp l i ci t  lv add re s sed .  I t  is the op in Ion of t h i s  author that most

p rob I ems t ac I ug urban od u c at ion are not Lop Lca 1 1 v sr pa r a t e  I rem I lie

at  o r em en t ione d  issues . Pr o b l e m s  such as the  hi gh cost of urban educa-

tion , the inordinate i m p a ct s  cit d i s pr o p o r t i o na t e ly  lar g e  numbers  of

hi gh need s t u d e n ts  in  urban areas and the  t iscal  capac I t  ies of cities

are al l  subsumed under  the research  areas o u t l i n e d  above .

One urban ques t  ion w h i c h  can s tand  alone ( a l t h o u gh i t  i~ a nec-

essary locus  of the O p p o r t u n i ty Cos t research ea r l i e r  o u t l i n e d )  is

the ques t  Ion of M u n i c i p a l  Overburden i .e .  , w h e t h e r  and/or to what

e x t e n t  the r e l a t i v e l y  g r eat e r  f i s c al  demands f o r  non—educational

p u b l i c  e x p e n d i t u re s  in c i t i e s  impede the f u nd i n g  of urban education.

Because of Municipal Overburden (to t h e  ex ten t  that It is a real

phenomenon) t h e  r e fo rm trade off for cit ics is less like ly to he

program expansion vs. pt V oper ty  tax re l ie f  but  more likely program

expansion vs. property tax displacement i.e., from school to non—

school purposes .

Collective Bargatniu~
The behaviors of teachers ’ unions in collective negotiations has

become a top ic of Increasing concern to students • scholars  and prac-

titioners of education finance and finance refern~. Teachers ’ unions

have the potent Lal to impact educational costs in at l e a s t  three ways : 

---
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I ) through nego t tat tug average c I ass sizes and ot her  w o r k i n g  cond i—

t h en s  * 
2 )  Ihi rough wage no got i at iofls  and . 3) th r o u g h nego t I at ions of

f r i ng e  b en e f i t s .  lint among these th ree agenda i t ems  there  should

exist some t rade  of Is For Instance , nogat I ye re I at i ons ~hou Id ex I s t

between any pa i r c i t  these i ssue s  in nego t l i t  ions, increases in the

te ;ic hie r — p u p  i I F i t  10 can be traded o ft f o r  Inc  reases i n  salar it ’s  and

hi kew i so w i i i i  s a l a r ie s  and f r i  ng~’s • and Ir ings,’s and class s ize

( t e a c h e r — p u p i l  rat i o)

Pr e v i o u s  res t ’arch • hiowove r , has focused  out  i re  lv on the  of It ’ c ts

of  cci I lo ot  i ye b a r g a i n i n g  on t each ic  r wages v i  t h i ou t  co n si der i n g  the

s i m u l  t au t ’ i tv c i t  those  t h r ee  areas  of  n e g o t iat ion.  C te . i r l v  , addi  t tona l

resea r ob is  war  ran ted to  ,isce r t a in thi r ’ cit or ’ ts o f  cci I icc t [ye b a rg a i n i n g

on cact i  c i t  t hese  ~‘.i I t ’ go r los  c it  t V os t and on t o t a l  It ’ ache r exp end i t ur e s  :1
t r i o S S  d i s t r i c t s .  A d d i t  ien i l l v , t h I s  r e sea rch  s ho u l d  p r o v i d e  po l  i cy

do l i n e s  I o r  t h e  p r o p e r  ha h l i lt ~U5 o h  d i s t r i c t  negot  t a t  i l I g  b eh a v i o r s

l~( ’ t’~ t’t’tl de I t ’ t i’ed ~~~~~~~ t i t  outs S i l t I t  IS h nip roved re t  I r eniet i t  ~ t a n s  and

, t i t i o i i t  c V , O I  1 t enS  s u ch  V I S  \ S V I c O S

t~ t h i e r  qu e st  i o n s  o l  conce rn  w h i c h  arc  s u b — l o c i  of  p r e v i o u s l y

stat ~‘d research .1 rt ’ is I 1st , is t o  I 1 OWi,

0 h lt ’i,’ d ’i ’- ; to I I (~~~ V 

~ j vi ’ ha t a  i i h  i i
~~ 

i - i i  t Ofl \ ‘h , i  i

i i i V ~ t l i c t ~ p u r c h a s e  t,- i t i  Or ’~ s t i l t  l I d  ~I~’ l I . i r ~~.’
0 hlo~s’ shoii  I d  Ot )  I lOc t t Vt ’ 1. cac he r n egot. I I I  ions  be

ret looted iii c o ot  o h  o t h u c a t  l o t)  ud I ct ’s?  t o  ), V h l l t

l x  Lo u t w I I I t h e  i n  ~ V 
~5 on 01 Ot ’ I I~ ’~’ ( i ye b i t - —

g a i t )  i n g  t ’t l t t ’ t ’fllOS i n  t h e  i t i i h t ’x I t  t o ct  .1

i~~sl V a  h i t  t oil ot t e . i c h i e r  t o o  t o  t *v pass i us I n e r t ’—

m o n t  i i  L
V I I .  (S to  t hit ’ st ile ?

0 W h i t  is t h e  i m p a c t  ot  t o  I h o o t  i ye i ’a t ’g i i i i i n g  oi l

th e  h’achie’r I t’iii ~ o bench its p el t i on s  t ’t d i.ot ri o t

I x ’ d  chargi ’s .’

Cost  
~ V~~~~ L V

h’
~~

h 1!V l i l t  i l l s  V~~•
I 

IV JV ~j~~~ V j ~~~~~( I - d u c . i t i ~’n

‘ h u t ’  E d u t a t  i o n  I or  A I I Hand I ~‘~~pp~’d ( h i  I 1 ~l ron Ac t  I , I V I q ‘ r ep t c ’ ~en t s

a p’’tttnti.i I l v  m i  i o r  s l i h  i t  i n  l i i i ’ t e t l o r i l  I n o t h i n g  r o l e  I n  t thu , . t t  ion .

Ii fu l l y funded , SI* &’I l a l  edu c . i t  I o n  o’o i ih ~ t o ’ , ’ti r i v a l  t h e  ~ i - \ l i t  I~ ’ I

program to r di a t  i lit I ‘ii,; Is t lie I ~- .lc I I )~o v c r n l n e n t  ‘s I ,i t O t ’ . I L I I W I I ion

t I  b i t .
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The increased funding necessary to thu s law Is driven by a new

array of controls affecting services delivery . States mus t serve

“all ” handicapped y o u t h  and do so “appropria tely”. Students mus t be

identified and “due process ” must be observed. “Individualized

education programs” mus t be developed and services must be provided

in the “least restrictiv e environment ”. Two ques t ions  of inun ed late

concern he re arc : How much will the new program cos t?  and , How should

it be funded?

Research Into the cost of special education mus t be performed by

handicapp tug condi t ions and by resource c o n f i g u r a t I o n s  w i t h )  in hand I —

capp ing cond i t i ons .  The design for each project must pay specific

a t t e n t I o n  to quest  ions c i t
° Cont ro l l  ing to r seve n tv within handicapping cond i tions .
o Con t r o l l i n g  f o r  d i f f e r e n t i a l s  In I n p u t  costs.

Samp l ing among ex emp l a r y  programs or at random .
0 Devising appropriate cost mode Is vi thu decjs ion

rules b r  h a n d l i n g  shared and/or imputed costs.
o Determining the extent to which  economies of scale

are achieved In h ighly impacted  areas w i t h  pol icy

recommendat Ions  f o r  desired levels ~ f conso l ida t ion ,

and
o Determining cost Sons i t  lv i  ty to a l t e r n at e  regul a to ry

de flu It Ions of what  c o n s t i t u t es  an “app ropr i ate ”

education by handicapping conditions .

Research in the fund lug o I s pec ia l  educa t ion  should focus  upon

° The Impact on local initiative ove r time of shift-

ing the  locu s  0 I t oil t rol to the federal and state

levels.
0 Pr o v I d i n g  horizontal equity across h an d i c a p p i n g

cond i t Ions , and
° The inter tact ’ between al te m a t  I ye ft ’de ral  f u n d i n g

fo m u  I as and st a Ic f u n d i n g  n ieclutu n I sms f or  spec I a I

e d u c a t i o n , par  L i c ul ar  I y wet glu t Ing st’hena’s
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COMPARATIVE LEVELS OF CObUIITMENT

The preceding pages have attempted to outline viable directions

for future NIE initiatives in education finance , All of the issues

presented can best  be approached th rough cont rac t  research . Of these

proposed projects , howeve r , some are amenable to short term exp lora-

tory research contracts while others are empirical and suggest either

moderate or large scale commitments.

Of the short  te rm explora tory  v a r i e t y  are the following top ics:
° Cost ~f Education Indices
o Fixed Charges and School Resource Equalization
o I n t r a d i s t r i c t  Dispar i t i es
o Al ternative Measures of District Wealth , and
o Measuring Finance Reform

The long—term and/or large—scale projects include :
o The Interaction of Federal State and Local

Education Funds
• Finance Reform and Student Outcomes
o Opportunity Cost and Finance Reform
o The Capitalization Effects of Finance Reform
o The Cost of Special  Educa t ion
o Collective Bargaining , and

° Weigh t ings  fo r  Educational  Need

On a more moderate scale would be contracts to investigate :

° District Responses to Finance Reform , and
o Urban Education and Municipal Overburden
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