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I. Background

In the summer of 1973 the Illinois General Assembly
made a major change in the grant—in—aia system for the
support of K-12 education. After many decades of experience
in Tllinois with a "foundation level® grant~-in-aid system,
the.Legislature adopted what is variously called elsewhere
in the nation a "guaranteed tax yield" or "guaranteed
valuation" system.(l) In Illinois this was known as the
"resource equalizer" system. An essential feature of the
system was that, all other things remaining equal, a local
school system would be rewarded for an increase in tax rate
(up to certain éeiliﬁgs impoged by the state) by an inercasc
in general purpose state aid. A local school district which
was successful in passing referenda to increase local
operating tax rates could therefore expect, not only
increased local revenues, but also increased state reﬁenues,
upon success in the voling booths. This "stimulation” or
"reward for local effort" aépect of the Illinois grant-in-
aid system remained in place until the summer of 1979, when
the Legislature ended the six-year Illinois experience with
"reward for effort" by passing an amendment to the basic
1973 law which will phase out the "reward for effort"
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provision over a period of three years. (2) During this
six-year period of time the funding system was modified by
two sets of amendments, one set in 1976 and a second set in
1978. The details of the 1973 law, the subsequent 1976 and
1978 amendments, and the arguments "for" and "against" the
"reward for effort" system, have been described in some
detail in other publications of the Center for the Study

of Educational Finance. (3) Brief descriptive materials are
found in Appendix A of this study.

After the passage of the 1973 legiglation, the
Illinois School Problems Commission assumed the burden of
monitoring the effects ot that legislation relative to
general equity goals and relative to the impact of that
legislation upon the equalization of educational opportunity.
The Commission contracted with the Center at Illinois State
University to conduct a series of studies which would indi-
cate whether the state was moving toward those equity goals
or moving away from those equity goals. The Center then
developed essentially two sets of equity measurements. One
set of equity measurements focuses upon revenue disparities
between school districts; that is, the variétion between
districts in expenditure or revenue per pupil. A second
set of measures focuses upon the relationship between local
district wealth and the revenues to Support education; that
is, the association between district wealth and digtrict

revenues. (4) Four evaluations were conducted for the



Illinois School Problems Commission using these techniques,
and the reader is referred to those volumes for the details
of the evaluation procedures. (5) This study is the fifth
in the Center's "monitoring" series conducted for the
- Illinois School Problems Commission.

The first three of these evaluations were essen-
tially optimistic in that they showed Illinois Lo be moving
"toward the accomplishment of eguity goals. However, the
fourth study is much more pessimistic, and we quote from
the study itself:

Subject to the limitations noted elsewhere in
‘this report, the general finding seems clear.
For four years the basic legislation passed in
1973 and the substantial increase in state aid
necessary to fund that "reform" were successful
in moving Illinois toward the gual of less
expenditure disparity between schocl districts
and greater wealth neutrality. However, in the
last two years a reversal has taken place.

This reversal has caused all the gains to be
lost with regard to expenditure disparity in
unit districts and elementary districts, and
some of the gains to be lost with regard to
wealth neutrality. The fact that the reversals
did no® occur until 1976~77 strongly suggests
that the amendments to the 1973 legislation,
rather than the basic 1973 legislation itself,
are to blame for these reversals. (6)

If the "school finance reform" movement has truly collapsed
in Tllincis, this is a very serious state of affairs, and
we wish to be doubly sure that our evaluation procedures
validly reflect this poor state of the patient's health.(7)
We have therefore undertaken another time series analysis

on Illinois school finance data in this study, with some-



what different evaluation techniques, to validate our
earlier published findings on School finance equity in
Illinois,

This study wil1 fooug Solely upon the associational
aspects of the equity problem; that is, the relationship
between district wealth and revenues available for educa-
tion. In both professional literature and court decisions
this is often referred to ag either "figcal neutrality"”" or
"wealth neutrality," The. desired state of affairs is one
in which district Fevenues are not a function of, that is
to say, they are not determined by, the wealth of the dig-
trict. Much of the professional literature and at least
some of the court decisions have held that the quality of
a child's education is too important to that child's 1ife

chances, and to the child's constitutional fights, to be

school district in which he or she resides. (8) The concept
of "wealth neutrality," however, is not so simple. One can
distinguish between "simple" or "unconditional® wealth ney-
trality on the one hand, and "conditional" wealth neutrality
on the other hang.

Ag Friedman and Wiseman point cut(9), many "author-
ities" expect and even encourage revenue differences in
expenditure levels among school districts if these districts
have student populations with different characteristics.

Unfortunately, there ig little agreement as to which of
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these "exceptional characteristics" are considered a legiti-
mate source of revenue variation, and which are not consid-
ered a legitimate source of revenue variation. Generally
speaking, the prufessional literature encourages districts
to vary their spending according to different educational
"needs" of students, and there is also the expectation that
digtrict revenues will vary according to differences in
geographic cost-of-living factors. (10) Beyvond the umbrella-
like "needs" concept and the specific cost-of-living matter,
there is little consensus. Johns and Mager have pointed out
that if a state officially recognizes the principle of
"reward for effort," as the state of Illinecis did for at
least six years, then the evaluation procedures for equity
should take this into consideration. (11l) We tend to agree
with Johns and Mager, and have therefore conducted this
longitudinal study of Illinois with a noﬁion of "“conditional"
wealth neutrality in mind. Specifically, in this study we
shall hold constant the operational tax rate, and then
observe the relationship between digtrict wealth and dis-
trict revenucs. It should be stressed that this is a very
limited definition of "conditional wealth neutrality."
Models used by Garms hold constant more than just tax rate
when observing the relationship between district wealth and’

district revenue. (12) In fact, examination of the older
literature on the "determinants of local educational ﬁpend—;

ing" would suggest a whole host of variables that could be



heldléoustant when observing the relationship between
wealth and district revenues. (13) However, the important
poliéy-point is that there must be some consensus that these
variables which are being held constant are lggig£mg£g
sources of revenue disparity. 1In Illinois, for six years,
it was agreed that revenues should vary according to local
tax effort, and therefore it can be arqued that +hat source
of revenue variation should be partialed out before one
looks at the revenue varlation caused by wealth variations
between districts. Recent work by McMahon would enable
one to further partial out the effects of geographic cost-
of-living differences, although that hae not been done in
this study and constitutes a limitation on the findings. (14)
The "needs" problem ig much more complex. A small part of
the "needs" aspect ig taken into consideration in this, and
other Illinois studies by the Center, in that the pupil
measurement used is average deily membership weighted by
the concentration of title one eligibles in the district.-
This weighted student in Illinois thus reflects different
district needs for compensatdry educational services.
However, there is no overall way of getting at different
district "needs" in this state--and very few other states.
This also constitutes a limitation on the study.

The specific research questions addressed in thig
study were:

1. While controlling for the one "exceptional
characteristic," Operating tax rate (OTR} ,



what is the magnitude of the remaining
variation in expenditures per pupil that
can be associated with the wealth of the
district?

2. What has been the pattern of movement
through time of the relationship between
wealth and expenditures since the institu-
tion of the 1973 reform and subsequent
amcndments to that reform?
3. Do the conclusions with regard to wealth
neutrality differ using the "simple” model
as opposed to using this "conditional"
model of wealth neutrality?
The basic purpose of the research was to explore these three
major areas. Secondarily, the influence of methodological
factors on the results was also examined, and much of this

is set forth in the appendices to this report.

ITI. Operational Quesgstions

In designing the research, one immediate area of
concern waé the selection of appropriate variables. There
are also idiosyncracies within the Illinois system which
mandated special treatment in this project. Basically,
there are three variables that need to be defined: (1)
wealth, (2) expenditures, and (3) exceptional characteristics.

Traditionally, wealth has been measured using the
assessed valuation (ASVL) of property within a district. 1In
the present research, the "wealth" variable will likewise be
Operationally defined in the traditional mode. Practically
spcaking, the local revenue for schools comes from the

aforementioned property assessments; further, the use of



assessed valuation provides a somewhat up-to-date tool to
be used in any neutrality study. There are proponents af
the use of an income measure for the wealth variable, and
McMahon has made a very strong case for a broader measure
of both wealth and effort in Illinois. (15) 1In Illinois,
unlike a number of other states, this is difficult in that
the only income data are derived from federal census and
therefore become quickly out of date. (16)

The Center's previous publications do provide some
equity analysis in terms of district income, and important
new equity studies conducted in five states by Stephen J.
Carroll were also conducted in terms of district income. (17)
Although it appears that further equity research with
income as the wealth variable is certainly needed, the
present research operationally defines wealth in terms of
the assessed valuation of a district.

The next operational question concerns fhe measure
chosen for the expenditure variable. In Operationally
defining an expenditure, one must assume that the revenues
a district receives are directly or indirectly funneled to
the student; further, i+ must be assumed that the funneling
Lecurs in a similar manner from district to district. This,
in and of itself, would probably provide an exhaustive
research topic. Let the assumption suffice for the time
being. T+ must aleo be noted. that the expenditures found

in this research include only those revenues obtained



through a local tax levy and revenues obtained through the
general state aid formula. Both state and federal categori-
cal monies are excluded from the data. The wealth neutrality
literature speaks of the relation of expenditures and wealth
and we have followed that practice here. However, the data
we are using in this and all previous Center evaluations are
not audited expenditures but estimated revenues.

In Illinois, there is an important gquestion concern-
ing the unit of measurement over which the revenues and
assessed valuation avre to he distributed-. For instance, one
can have $100,000 divided in terms of an actual pupil count
(ADA) of one hundred 80 that there is a revenue (expenditure)
per pupil of $1,000. As noted previously, in Illinois an
"exceptional characteristic" has been built directly into
the funding formulas. Illinois uses title one eligibility
as an "exceptional characteristic," and has incorporated it
directly in the system using a concentration notion. So
while a district may have one hundred "actual" gtudents,
they may all qualify in terms of title oné requirements for
low income groups. Under the funding system used during
this study period, each one of those children would be equal
to a share of 1.675 times the "normal"” child's share. 1In
reality then, if the title one weighted basis is used, the
revenue measure would be the same $100,000 divided by 1,675
title one weighted average daily attendance (TWADA). So in

the statistical analysis, the calculation would be examining
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a unit of 597 dollars in this method as opposed to one thous-
and dollars in the first example. What this means is that
for an "equal" education, more money must somehow be allo-
cated to these high concentration areas of title one students,
and this is what the Illinois system has done by raising the
597 dollars to 1,000 dollars per TWADA.

Ethical, political, and economical debale still
surrounds the parameters of this particular "needs" construct,
but the principle is widely accepted in Illinois. Rather
than make the title one monies a categorical kind of funding,
the Legislature chose to include it as a part of the general
funding systems, and this study will do likewise. While we
are not controlling for TWADA in the sense that we are con-
trolling for OTR, this "special characteristic" is control-
led for within the process by using both asscssed valuation
per title one weighted average daily attendance (ASVLTWA)
and revenue per title one weighted average daily attendance
(REVTWADA) as our independent and dependent variables
‘raspectively.

Having established ASVLTWA as the independent
variable and REVIWADA as the dependent variable, the con-
trolling variable (effort) is then defined in terms of the
operating tax rate (OTR) within a given district. The OTR
is that one "exceptional characteristic" that the present
research controls, thereby establishing the "condition"

within the "conditional" wealth nheutrality model.
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It should be noted at this juncture that Illinois
has three types of.districts: (1) elementary (K-8), (2)
high school (9-12), and (3) unit (K~-12). This fact makes
~any research a three-fold proposition. Even though the unit
districts contain approximately 65 percent of all public
school children, the elementary and high school districts
continue to play a major political part in Tllinois gchool

finance.

III. Findings

Perhaps the first step toﬁard understanding the
existence or nonexistence of equity in Illinpis is to
examine the proportions of districts and students that are
presently funded using the "resource equalizer" formula.

The results are presented in Table 1.

While three out of four districts in Illinois are
funded under the resource equalizer formula, they contain
over 90 percent of the students. The remaining districts
and pupils.are funded under one of three alternate methods--
the oné which will provide them with maximal revcnues.
Districts, therefore, havé vacillated from one allocation
method to another, depending on what method would be most
beneficial financially.

Table 2 also represents proportions of districts and

pupils funded under the resocurce equalizer method, and it
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further represeﬁts any alterations in these percentages
over the yearé included in the preéent research. In 1978~
79, over 90 percent of the pupils in Illinois were funded
under the resource equalizer formula. However, the percent-
age funded by the resource equalizer method in 1976~77 was
greater yet. While at one point in time the trend was move-
ment toward grealer participation in the resource equalizer
method, the trend seems to have reversed so that districts
once funded under the resource equalizer method are actually
reverting to one of the alternate methods.
| The alternate methods, howéver, do not have as much
"equalizing power" built into them as the resource equalizer
formula does. Obviously, there will be some variance in
raevenues. The present researéh-questioﬁ deals with the
significance of that variance. This is not to suggest that
all variance in revenues is due to the method of allocation
under which a district is functioning. However, a percent-
age of the variance is a function of the allécation method.
Where other sources of variance appear, it will be noted.
The next portion of this paper will address itself
specifically to the research questions. Methodological
questions are dealt with extensively in the Appéndices, but
are also discussed in the following portions where such a

discussion is relevant to the question at hand.



13
In examining the first research question, a review
of the question itself and the variahles contained within is
in order.
QUESTION #l: While controlling for the "exceptional
characteristie," OTR, what is the magni-
tude of the remaining variation in

expenditures per pupil that can be associ-
ated with the wealth of the district?

where: Exceptional characteristic = operating tax
rate (OTR)
Wealth = asscssed valua-—

tion per title
one weilghted
pupil (ASVITWAL)
Expenditure ' = revenues (state
‘ & local) per
title one weighted
pupil (REVTWADA)

Essentially, the procedure is to ferret out varia-
bility in expenditures related to OTR, an acceptable cause
(effort) for variance, and then examine the extent to which
the remaining variability in expenditures is related to
wealth, an unacceptable cause for variance. Note that for
ease 1ln comparison with previous Illinois finance research,
log-10 transformations have been made on all variables.

The analysis of the data used the multiple regress-—
ion analysis technique, which simply attempts to identily
the strength of the relationship between one variable and
any number of other variables. In the present research, the

interest is in the strength or magnitude of the relationship

between the criterion variable of REVIWADA and the independ~
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ent variable ASVLTWA. In theory, the operating tax rate is
the one wvariable that will be "allowed" +a demonstrate a
.positive relationship to REVIWADA while still adhering to a
wealth neutrality concept. This is in compliance with the
"reward for effort" notion. Using the multiple regression
concept and controlling for OTR, any remaining variation
demonstrated ias an indicator of the attainment of a
"conditional" wealth neutrality status; i.e., the smaller
the relaticonship, the closer it is to neutrality. Again,
for ease of comparability with previous studies, the present
research used the beta weightings as the primary method of
reporting the‘relationships. Table 3 presents the observed
relationship between both OTR and ASVLTWA with REVITWADA for
the school year 1978-79. |

When examining beta Qeights, ﬁhe larger the wvaluc,
the larger the existing relationship. As can be seen, the
weights obtained for the wealth measure (ASVLTWA) are some-
‘what larger than those of the effort (OTR) measure in both
elementary and high school districts. In tefms of our
equity goals, thesé figures leave something to be desired,
particularly in high school and elementary districts. The
desired goal is to demonstrate no relationship between
wealth and expenditures. The beta weights poiﬁt out that
the unwanted relationship (wealth and expenditures) is
actually greater than the wanted relationship (effort and

expenditures) in elementary and high school districts;
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further, the beta for ASVLTWA of unit districts is suffi-
ciently large to cause some concern. From the perspective
of the R? change notion discussed in Appendix E, it can be
said that 59 percent of the wvariation in expenditures found
‘among elementary districts can%be attributed to variations
found in the wealth of those districts. Although the per-
centage was not as high for the other typces of districts, a
strong relationship is still found. Note, however, that
the weights are based on the district as the unit of analysis.
With the pupil as the unit of analysis, i.e., the weighted
regression approach discussed in Appendix C, the relationship
is weaker for all types of districts.

Even with a very obvious relationship between wealth
and expenditures demonstrated ht the present time, it is
inadvigsahle to draw any conclu®ions concerning the foregoing
relationship without first examining the relative standing
of equity at present with measﬁre_oVer time, This leads to
the second research question which carries more import in
terms of the relationship betwéen Illinois legislation and
"unconditional"” wealth neutrality in Illinois school finance.
QUESTION #2: What has been thé pattern of movement of

the relationghip between wealth and
expenditures since the institution of

the 1973 reform and subsequent amendments
to the reform?

The question, simply stated, becomes, "Is Illinois
doing better or worse in its achievement of equity?" To

gain an historical perspective of the equity movement, data
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from the school years 1873-74, 1976-77, and 1978-79 are
used. The 1973-74 data give a picture of the state of equity
immediately following the institution of the resource egqual -
izer formula. The 1976-77 and 1978-79 data give a picture .
immediately following years in which major amendments to the
formula were passed in the General Assembly. It would not
be appropriate to use 1972-73 as a base vear, such as has
been done in other Center studies, since the state did not
officially recogniuze “reward for etfort" in 1972-73.

By examining Table 4, the reader can follow any
changes in the relationships between wealth and expenditures
that occurred from 1973 to 1979.

Upon examination of the movement between the first
two points in time, the relationship between wealth and
expenditures has been found to decrease in magnitude in both
unit and high school districts. However, the relationship
for elementary districts increases in strength. 1In a
similar comparison of the last two points in time, the
relationship between wealth and expenditures increases in

strength for all types of districts. In the past three

Years, all types of districts have actually retreated from

& notion of equity using this "conditional" equity approach,

If the six-year span is examined, only the unit
districts seem to have made "significant" progress toward
a state of eguity: further, even that progress is beylinning

to demonstrate signs of erosion. 1In fact, by using the
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"residual R2" approach discussed in Appendix F ag a method
of analysis, the strength of the relationship between wealth
and expenditures in 1978-79 was greater than that of 1973-74
for each type of districL.

~Possible explanations for this phenomenon generally
center around the 1976 and 1978 legislative amendments to
the funding formulas. Amendments in these vears could be
classified as both political and economical necessities.
Liberal "add-on" policies for the alternate formula districts,
as well as a threé~year averaging provision to financially
protect schools with declining enrcllments, may have contri-
buted to the movement from equity. Whatever the reasons, it
would seem apparent that with the reversal in trends, the
time has come for educators and legislators alike to reexam-
ine the ethical, economical, and judicial implications of
such a movement away from a goal of wealth neutrality.

As mentioned previously, over 90 percent of the
pupils in Illinois are funded under the resource equalizer
formula. Some have argued, therefore, that the main thrust
of equity analysis should be directed toward this large
majority of the school population. Indeed, if "conditional"
wealth neutrality is examined using only those districts
receiving allocations through the resource equalizer form-
ula, an approximation of equity seems to be nearer at hand.
Table 5 represents the movement of equity of only Lhose

districts funded through the resource equalizer formula.
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In both the unit and elementary districts, the
relationship between wealth and expenditures is virtually
nonexistent by 1978-79. Even though most high school
districts are funded under the reesource equalizer formula,
there are parameter idiosyncracies with these districts that
cause special problems. 2an explanation of these problems
is found in Appendix B. However, when examining only those
districts on the "theory perfect" or résource equalizer
system, equity has all but been attained, except in the high
school districts. Once again, it is necessary to remind the
reader that the perfect theory does little to dissolve the
economical and political realities that contribute to the
establishment and maintenance of the alternate methods within
the state of Illinois. However, it is helpful to examine
separately those districts of "equity intent" and those of
"political reality."

Even though the argument that over 90 percent of the
pupils are funded.throuqh the "theory perfect” system and
that they do indeed approach equity is valid, it should be
remembered that the continued changes in the funding systems
have probably caused a number of districts to switch back to
the now more lucrative alternate methods. These changes are
sure to have contributed to the overall erosion of equity
movement demonstrated in the present research.

The preceding findings concerning equity movement

in Illinois are not surprising in light of previous research
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in this area. With the previous research using the "simple"
wealth neutrality approach and the present research using
the "conditional" wealth neutrality approach, there is now
a basis for coumparison of the two theoretical approaches,
QUESTION #3: Do the conclusions with regard to wealth

neutrality differ using the "simple” model
as opposed to the "conditional" model?

Table 6 demonatrates that in torms of conclusions
relating to the movement of equity through time in Illineis,
very little difference occurs using the "conditional"
approach as opposed to the "simple" approach. The one
exception occurs for elementary districts: the "conditional"
model shows continued movement away from equity since 1973-~74;
the "simple" model shows movement toward equity in 1276-77 and
away from equity in 1978-79. However, if the magnitude of the
relationship between wealth and expenditures is examincd using
the beta weights, it is clear that the "simple" neutrality
demonstrates considerably smaller relationships than does the
"conditional" neutrality model.

It is important to reiterate that the "simple" model
does not control for effort (OTR) while the "conditional”
model does. If the data are examined, the relationship
between OTR and ASVLTWA is found to be hegative. Although
the correlation coefficients are somewhat moderate at hest
(-.28 to -.38), the data suggest that in using only the.
"simple" neutrality model, some Of the relationship between

wealth and expenditures is hidden. That is, the resulting
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Ievenues appear to be more homogeneous than would be the case
if effort were not a factor, since those districts with high
assessed valuations tend to tax at a lower rate and those
with low assessed valuations tend Lo tax at a higher rate.

So while the "unconditional" approach leads to simi-~
lar conclusions regarding movement of equity, it appears
necessary, especially in those states such as Michigan, Ohio,
Colorado, and others that officially recognize "reward for
effort," to examine the relationships with a "conditional"
model as well as a "simple" model to further delineate equity
status. This empirical study thus supports the Johns and
Magers position that there should be a "system of analyzing
state and local revenues in terms of yield for effort." How-
ever, since the findings for Illinocis in terms of "conditional"
wealth neutrality are not greatly different through time than
the findings for "simple" wealth neutrality, we believe Johns
and Magers' contention that "simple" wealth neutrality studies
lead to "invalid and misleading conclusions” is a bit of an

overstatement. (18)

IV. Conclusions and Implications

A number of conclusions can be drawn from the fore-
going research. Although the majority of the conclusions
do not differ significantly from previous researéh in this
area, using a "simple" wealth neutrality model, the use of the

"conditional" model further delineates the school finance
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equity condition in Illinois. The first three areas deal
specifically with the research questions outlined in Lhé
text, while the last portion deals generally with method-
ological conclusions and implications gleaned from those
areas as discussed in the Appendices.

1. In analyzing just the data from the 1978-79
school vear, two general conclusions can be drawn:

A. When all districts are included in the
analyses, regardless of the allocation method, only unit
districts could be said to be in a position approximating
wealth neutrality. Even this, at best, could only be class-
ified as a very distant approximation. In all types of
districts, the wealth of the district in Illinois renders a
greater effect on what a district spends than does the effort
of the taxpayers of the school cemmunity.

B. If only resource equalizer districts are
analyzed, the eguity situation is somewhat different. In
both elementary and unit districte, the data suggest that
these districts are very close toc achieving wealth neutral-
ity. Since those elementary and unit districts that are
funded under the resource equalizer contain 79 percent of
all pupils in the public sector in Illineis, it could be
loosely interpreted that four out of five students are
"equitably" funded. This is a loose interpretation because,

in reality, if even only 20 percent of the population receive
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greater funding because of their wealth, it is difficult
to sit silently simply because of the equity of the other
80 percent. |

2. In examining equity movements over time, the
amendments to the 1973 reform in 1976 and 1978 have dimin-
ished the wealth neutrality effects of the 1973 reform to
the point that the state is regressing from the "desired"
goal. These amendments, while increasing support to all
schonl districts, were also designed to assist the alternate
formula districts to gain more state aid. With over 90 per-
cent of the pupils in the state of Illinois receiving their
state allocation through the resocurce equalizer formula,
decisions were made to succor that approximate 10 percent
of the students who, by means of the wealth surrounding
them, have not had to make as great a community effort, and
yet continue to have spending per pupil to an extent that
makes the total system unegual. Not only have the amend-
ments assisted those funded through an alternate formula,
they have also made the alternate formulas alluring to the
point that districts once on thé resource equalizer formula
are beginning to switch to an alternate formula. This
should not be understood to suggest that additional aid has
not been supplied to all districts, but rather that the
additional aid going to the non-resource equalizer districts

has adversely affected the egquity index.
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While moving closer to wealth neutrality seems
difficult due to the large variance of wealth between échool
districts and unavoidable state revenue fiscal restraints, a
move away from a goal of wealth neutrality is possible and
seems evident at the present time. Before any further move-
ment from this equity goal, it is suggested that a further
examination of priorities is needed. If the Illinols courts
ever hold that expenditures should not be a function of
local wealth, as state courts have held in other states, it
would be difficult to show that recent actions of the
Illinois Legislature are designed to accomplish that fiscal
goal.

3. The "simple" wealth neutrality model appears to
conceal some of the relationship between wealth and expendi-
tures. Relative walues of equity using the "conditional"
model exceeded those of the "simple” model, i.e., under the
"conditional" model, districts appear to be further away
from wealth neutrality. The reason for this is that dis-
tricts of high wealth tend to exert less effort, which clouds
the analysis of the expenditure variable. The "simple”
model alone is not able to detect this.

As long as one is looking only at movement through
time strictly in terms of direction, the "simple" model
will suffice. If, however, a quantitative aspect is intro-
duced, i.e., "how much is too much," the "conditiocnal"

model seems to be more appropriate.
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4. Specific conclusions‘regarding methodological
questions relating to "conditional” wealth neutrality can
be found in the Appendices. The pPresent research used a
number of alternate procedures to the one as reported in the
body of this paper. While each of these analyses led to
similar policy conclusions through time, each provided a
different perspective of the complexities associaled with the
notion of equity in public school finance.

The analysis contained in Appendix C, where districts
are weighted by the number of pupils in each district, adds
an important new dimension to the Center's equity monitoring
series of cvaluations. As can be seen from Table 7, when
districts are weighted by pupils, there has been less
retreat from the goal of wealth neutrality than when the
district is the unit of analysis. But even in this type of
analysis, there is little evidence that Illinois is moving
toward the goal of wealth neutrality in recent vyears.

5. The analysis contained in Appendices B and F
should also alert policy makers to the number of districts
operating "outside" the equalization formula, e.g., above
the tax rate and wealth parameters in the formula. As this
number of districts increases, the state will move further

from the goal of wealth neutrality.
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DEMOGRAPHTIC DATA OF ILLINOIS SCHOOL
DISTRICTS FOR THE SCHOOL YEAR 1978-1979

25

Percent Percent
Type Total Total Districts Pupils
of # of # of On Resource On Resource
District Districts ruplls Equalizer Egualizer
ELEMENTARY 439 474,604 72 g2
HIGH SCHOOL 126 322,190 90 95
UNIT 448 1,50-,266 76 95
TOTAL 1,013 2,302,060 76 92
TABLE 2
PERCENTAGES OF ILLINOIS DISTRICTS AND
PUPILS FUNDED UNDER RESOURCE FQUALIZER FORMULA
Type
of 1973-74 1976-77 1978-79
District % 3 %
District 71 79 72
ELEMENTARY
Pupil 88 89 82
District 94 96 90
HIGH SCHOOL
Pupil 98 98 95
District 45 85 76
UNIT
Pupil 83 97 95
District 64 84 76
TOTAL
Pupil 86 95 92
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TABLE 3
1978-79 RELATIONSHIPS OF OTR

AND ASVLI'WA WITH REVTWADA--1OG-10
TRANSFORMATIONS: DISTRICT AS THE UNIT OF ANALYSIS

Type

of Beta Weight*
District OTR ASVLTWA
ELEMENTARY .51958 . 80140
HIGH SCHOOL .64551 .74182
UNIT -73216 .4955¢

*The beta weights are derived from the two-variable model—-~
OTR and ASVLTWA as independent variables.

TABLE 4

RELATIONSHIP OF ASVT.TWA AND
REVTWADA WHILE CONTROLLING FOR OTR-~--L0OG-10
TRANSFORMATIONS: DISTRICT AS THE UNIT OF ANALYSIS

Type

of Beta weights* for ASVLTWA
District ' 1973-74 1876~77 1978~-79
ELEMENTARY .65235 . 67987 .80140
HIGH SCHOOL .86058 . 68197 .74182

UNIT .77533 .37668 . 49554

*The beta weights are derived from the two-variable model- -
OTR and ASVLTWA as independent variables.
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TABLE 5

RELATIONSHIP OF ASVLTWA
AND REVTWADA WHILE CONTROLLING
FOR OTR--LOG~10 TRANSFORMATIONS:
DISTRICT AS THE UNIT OF ANALYSIS
RESOURCE EQUALIZER DISTRICTS OMNLY

Type

) of. Beta Weights* for ASVLTWA
Digtrict 1973-74 1976-77 1578-79
ELEMENTARY .28835 . 05007 .06628
HIGH SCHOCL .66699 ..50808 .38004
UNIT .63098 .06227 01275

*The beta weights are derived from the two-variable model--
OTR and ASVLTWA as independent variables.

TABLE 6

COMPARISON OF "SIMPLE" AND
"CONDITIONAL" MODELS IN DETERMINING
RELATIONSHIP BETWEEN ASVLTWA AND REVIWADA--LOG-10
TRANSFORMATIONS: DISTRICT AS THE UNIT OF ANALYSIS

Type
of Beta Weights*
District Model 1973-74 1976-77 1978-79
Simple .24592 .18782 .25807
ELEMENTARY
Conditional* .65235 .67987 .80140
Simple .39949 .22161 .23793
HIGH SCHOOL
Conditional® .86058 .68197 .74182
Simple .17640 03544 .11687
UNLIT
Conditional* .77533 .37668 .49554

*The beta weights are derived from the two-variable model--
OTR and ASVLTWA as independent variables.
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APPENDIX A

THE 1973 ILLINOIS LAW AND 1976
AND 1978 AMENDMENTS

The 1973 Reform

As the law passed in 1973 nothing was done to the
taxing power of districts except the enactment of a roll-
back for high taxing districts, which affected ability to
tax in a few high tax districts. Even this change was
repealed in 1976. Any inequities that existed (for example,
the taxing power of high school districts which gave them
local dollérs rather than state aid was not changed, despite
the new law giving them access to state dollare at the same
rates as other districts which did not have adequate loecal
Laxing power) and all referendum requirements were left as
they existed. It is fair to say that only the common school

fund section of Article 18, Section 8 of the School Code of

Illinois was amended. The taxing power of school districts
and the referendum restriction on that taxing power found
in Article 17 was in no way altered.

A new concept known as the "resource equalizer" was
enacted, whichlbecame a fourth optional formula for dig-

tricts. It included a provision for districts taxing at a
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high level to roll back the tax rate as the state aid went
up. If a previously enacted formula with a slight increase
that was included (19 percent add-on was increased to 25
percent) produced more revenue than the new formula, the
district could, and still may, choose the state aid option
that produces the most money. The four optional formulas
that districts could choose from in 19873-74 were:

{1) Foundation Formula

G = TWADA x F - (T 1) ¥ AV) + 25%

(2) Alternate Method
G = (xg7mgans) ¥ $120 + 25%

{3) Flat Grant

G = TWADA x $48 + 25%

(4) Resource Egualizer

G = TWADA ., X T gy X (Avg - AV,)
where:

(ay G = gtate grant

(b) WADA = ADA weighted 1.25 for high aschools
and .5 for kindergarten

{c} TWADA = (District Title I Eligibles x .45)
+ WADA -

TI;
{d) TWADA = WADA + TIl x WADA; x .375 not to
(c) Tig exceed .75

WADAg
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where:
TI = Title I count’
i = individual district
3 = state
(e} F = foundation level
{f) T(l) = qualifyihg operating tax rates:
51.08/5100 assessment for K-12
districts;: :

$.90/8100 assessment for dual
districts with less than 100 WADA;
$5.84/5100 assessment for dual
districts with 100 or more WADA

(g) T(z) = district tax rate for operating
purposes not to exceed .03 for K-12
districts, .0195 for K-8 districts,
and ,0105 for 9-12 districts

(h) AV = guaranteed assessed valuation per
9 TWADA, for districts: $42,000 for
K-12;7564,615 for K-8; $120,000 for

912

(i) AV ~ assessed per TWADA(C) in individuai
district

(i) x = a constant set at 47.619 for dual

districts with 100 or more TWADA,
44.444 for dual districts with less
than 100 TWADA, and 37.037 for unit
districts '

The 1976 Amendments to the
General State Aid Formula
Which Became PA ZE_L

These amendments changed the claims of many districts,

but since appropriations were not increased to cover the
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added cost--proration in fact reduced what some districts
would have gotten-~the bill simply shifted the incident of
the receipt of state dollars. PA 79-1 changed a provision
of the law that allowed a diestrict to claim payment either
on the current year or the previous year's WADA to the
current year or the average of the three previous years.
This was in response to declining enrcllments in many dis-
tricts. The bill also authorized an increase in the guaran-
Leed assessment levels for K-12 districts to 543,500 and
increased the guaranteed assessment level for X-8 districts
to $66,300. The maximum tax raﬁe which the state would
match wés reduced to 2.9 percent for K-12 districts and 1.9
percent for K-8 districts. The bill further authorized
counting the taxes collected for transportation aé o@era~
tional and for one year saved harmless all districts from
decreasing their prorated state payment because of these
changes. PA 79-1 increased the total cost of the formula
about $100,000,000 and thus caused at least one additional
vear before the full calculated and authorized claims could
be paid, since appropriations were not increased enough to
cover this additional cost. In addition, this amendment
repealed the rollback provision of the original act so that
the full taxing power granted under Article 17 remains in
effect.

These amendments allowed districts willing to tax

at very high rates to continue to levy these high taxes as
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they achieved full funding from the state. They reduced
the part of most district tax rates that were necessary to
gualify for state aid and guaranteed higher assessments as
the level of resources that all would be assured. The com-
bination of these features resulted in more help for some
districts with greater wealth and thus the reduction of
wealth neutrality and egqualization began.

The 1978 Changes
in General State Aid

The General Assembly changed the way that aid would
be distributed by the following adjustments. The add-on for
districts under formulas other than the resource equalizer
was changed from 25 percent to 50 pefcent. This was a very
important change in the distribution of state money and
constituted a political victory for "downstate™ school dis-
tricts in Illinois. The calculation of the formula for
calculating compensatory assistance based on Title I students
was adiusted by raising the concentration weighting of the
resource eqgualizer for Title I students in a district with
the state average to .45 and limiting the maximum to .675.
The formula previously presented was changed as follows
(4 (4 . . . .335 .45 not to exceed .#5 .675.

The support level was inercased to $46,290 for K-12,
$70,430 for K-8, and $124,762 for 9~12 districts. This was

first passed at a level that would at maximum tax rates
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guarantee $1,293 per TWADA pupil, but, with the above final
figures agreed to in late 1978, the level of support possi-
ble rose to $1,310 per TWADA pupil.

These changes significantly increased the share of
dollars going to nonurban areas, and they also shifted the
districts which received dollars to a number of districts
that had fairly high or high property wealth.

The amendments in both 1976 and 1978 changed the
benefiting districts and shifted significant numbers of

dollars toward relatively more property wealthy districts.



APPENDIX B

An interesting situation was found in high school
districts in Illinois. Even though 95 percent of students
in these districts were funded under the resourcc.equalizer
formula, equity attainment was not Present even when exam-
ining only that 95 pefcent. The state legislature has set i
limits on the operating tax rate a district may use for the
‘computation of the allocation formula. In Illinois, that
1imt+ ié .0105. The problem was that 97 percent of high
school districts exceeded that limitation. What then
happened was that the state, through the resource equalizer
formyla, equalized the state allocation according to wealth
and effort (up to .0105). Even though the state equalized
their revenues, those districts that taxed above the set
limit still received local funds and those local funds
- became a function of the effort above the .0105 level at
which the state attempts +o equalize. Therefore, the richer
district, even though within the confines of the formula
according to ASVLTWA, with edqual effort drew greater local
revenues from their superior wealth. In essence, the
equalizing power of the formula had been overridden. A
hypothetical example is given below.

38
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The Resource Equalizer Formula was as follows in 1978-79.

TWADA * OTR * (ASVLTWAg - ASVLTWAd)

1

Where: ASVLTWAg a guaranteed amount of assessed

valuation for each district
type; in the case of H.S it is
5124,762

il

ASVLTWA 4 actual district assessment per

pupil

OTR = operating tax rate of the district
up to a maximum of .01l05

Note: this does not mean the OTR may not be
larger, only that for formula purposes
it may not exceed .01053. Notice that
.0105 * 124,762 = $1310, Lhe dollarxr
amount that the state guarantees if a
district taxes at the maximum allowable

level.
EXAMPLE
District A Digtrict B
TWADA 200 200
OTR .0150 .0150 (both exceed the
ASVLTWA 24,762 64,762 .0105 "allowed"

level}

Because both districts’ ASVLTWA is below the state guaranteed
level, both districts would most likely have chosen to be on
the Resource Equalizer FPormula.

District A:

gstate Allocation = TWADA * OTR * (ASVLTWAg — ASVLTIWA }
200 * ,0105 * (174,7%2 - 24,762
200 * .0105 * 100,000

state Allocation = $210,000/TWADA = $1050 (state aid per pupil)

Local Allocation = OTR * ASVLTWA,4
L0150 * 24,762
= $371.43 per pupil

STATE  $1050
+ LOCAL 371
REVTWADA = $1421
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District B:

State Allocation = TWADA * OTR * (ASVLTWAg - ASVLTWAg)
200 * .0105 * (124,762 - 64,762)
200 * 0105 * (60,000)

State Allocation = $126,000/TWADA = $630 (zstate aid per pupil)

Local Levy = OTR * ASVLTWAj4
L0150 * 64,762
= $971.43 per pupil

STATE 8 630
+ LOCAL 971
REVTWADA = $1601

S0 we see that under the same formula, with the same OTR,
that District A (§1,421) had less revenue per pupil than did

District B (%1,601)

T SVRMUPEE S 0 SP A ONU, S S S Y




APPENDIX C

DISTRICT V5. PUPIL AS UNIT OF ANALYSIS

Traditionally, the unit of analysis in Illinois
school finance regearch has been the district. Usinag the
district as the unit of analysis allows a small district of
.perhaps 500 studentg to carry as much weight in the statis-
tical analysis as Chicago's approximately one-half million
students. Although there is no wish to lose that small
district's voice in a sea of statistics, ncither should any
researcher wish to pretend that Chicago's students carry
the same weight as the smail rural community. Using both
units of analysis permits a proper perspective to be main-
tained. It should be noted that this is also the procedure
used by Berne and by Carro.ll.1

Table 7 compares the beta weights derived using the
district as unit of analysis and the pupil as unit of
analvais.

As can be seen, by using the punll as the unit of

analysis, considerably more optimism can be expressed

lRobert Berne and Leanna Stiefel, A Methodological
Assessment of Education Equality and Wealth Neutrality
ﬁggsurpgfwla78, Education Finance Center, Education Com-
mission of the States, Denver, Colorado; Stephen J. Carrcll,
The Search for Eguity in School Finance: summary and Con-

clusions, 1979, Rand Corporation, Santa Monica, California
41
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TABLE 7

COMPARISON OF RELATIONSHIP
BETWEEN ASVLTWA AND REVTWADA WHILE
CONTROLLING FCR OTR-USING THE PUPIL AS
UNIT OF ANALYSIS AS OPPOSED TO DISTRICT
AS UNIT OF ANALYSIS--L0G-10 TRANSFORMATIONS

Typc
of Beta Weights¥*
District Unit 1973-74 1976-77 1978-79
District .65235 .67987 .80140
ELEMENTARY .
Pupil .58046 .44124 .61647
District .86058 .68197 .74182
HIGH SCHOOL '
: Pupil . 71355 . 54877 .58377
District .77533 .37668 .49554
UNIT )
Pupil .67283 .26090 .24902

*The beta weights are derived from the two-variable model--
OTR and ASVLTWA as independent variables.

regarding the equity status in Illinois. Typically, those
districts that have extremely high valuations and extremely
high expenditures makg up only a small percentage of a state's
total pupil population. By using the pupil weighting method,
these districts contribute to the statistical analysis equal
to their total proportion of the pupil population rather than
on a one-to-one basis. Interesting to note is that by using
the pupil as unit of analysis, the unit districts show a

very small continued movement toward equity in 1978-79 rather

than the "erosion" mentioned earlier in the text. Wealth
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neutrality for elementary districts is greatly eroded and
wealth neutrality for high school districte ie slightly
eroded. This very possibly is an artifact of the particular
methodology as described in Appendix D.

Although the district has traditionally been the
unit of analysis in Illinois, a logical extension of that
procedure would be to also ulilize Lhe pupils as unit in

order to secure a total portrayal of equity status.



APPENDIX D

LOG VS. NON-LOG MEASURES

The purpose of the log transformations, as tradi-
tionélly used in school finance research, has been to
minimize the effect of the "outliers," in terms of wealth
and expenditures, on the statistical qnalysis. However,
when used in conjunction with the pupil as unit of analysis
(also designed to minimize "outliers"), overmanipulation of
the dat% may occur. The use of either concept in isolation
appears to be sound. Hoﬁever, when used in combination,r
the effect may be overcorrective (see Appendix C).

Table 8 presents comparisons of beta weights derived
from linear models using data in the coriginal scale units
and also in log-l1l0 transformations. When log functions are
used, the derived statistic will generally have a smaller
value indicating a.greater nearness to equity;

Tsing the pupil as the unit of analysis (no log
transformations) yields values very similar to the log
analysis (district as unit), as shown in Table 9. While
both methods adequately serve their purpose, the researcher
should recognize that when used in combination, the method-

ology does show signs of manipulation of data to the point
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TABLE 8

COMPARISON OF RELATIONSHIP
BETWEEN ASVLTWA AND REVTWADA USING
LOG-10 TRANSFORMATIONS AS OPPOSED TO
ORIGINAL DATA--DISTRICT AS UNIT OF ANALYSIS

Type .
of Beta Welghts¥®
District Measure 1973-74 1976~77 1978-79
Log .65235 .67987 80140
ELEMENTARY
N-Log .B3511 .92027 .93379
Log .B6058 .68197 .74182
HIGH SCHOOL
N-Log .92943 .79281 .84337
Log .77533 .37668 .49554
UNIT
N-LOg .84013 . 54550 .682060

*The beta weights are derived from the two-variable model--
OTR and ASVLTWA ag independent variables.

that conclusions reached are somewhat different than those

conclusions reached by a number of alternate methodologies.



TABLE 9

COMPARISON OF RELATIONSHIP

BETWEEN ASVLTWA AND REVTWADA USING
ORIGINAL DATA (PUPIL AS UNIT) AS OPPOSED

TO LOG-10 TRANSFORMATIONS (DISTRICT AS UNIT)

46

Type
of " Beta Weights*
District Measure 1973-74 1976-77 197/8-79
lLog (District) .65235 .67987 .80140
ELEMENTARY
N-Log (Pupil) .68705 .62198 .74940
Log (District) .86058 .68197 74182
HIGH SCHOOL '
N-Log (Pupil) .74832 .61294 64067
Log (District) .77533 .37668 .49554
UNIT .
N-Log (Pupil) .66549 .31422 .39376

*The beta weights are derived from the two-variable model--
OTR and ASVLTWA as independent variables.



APPENDIX E

R2 CHANGE

A procedure previously used by Garmsl in "conditional®
wealth neutrality research has also been examined in the pre-—
sent research. The same two~variable multiple regression
model is used except that the focus of attention is shifted
to the R2 values as opposed to the beta weights. By entering
OTR (effort) via a stepwise regression analysis as the first
independent variable in the model, the R2 statistic derived
denotes the proportion of variability in our criteron varia-
ble (expenditures) that can be attributed to the variability
found within the independent variable, OTR or effort. 1In
stepping in the variable wealth (ASVLTWA), we then have an
R2 statistic derived which denctes the proporlion of varia-
bility that can be attributed to OTR and ASVLTWA in combina-—
tion. By then subtracting the r? derived in the first step
from that derived in the step where both variables have
been entered, an R2 change notion is initiated which, in

essence, denotes the relationship between wealth and

lWalter I. Garms, Measuring the Equity of School

Finance Systems, 1978, University of Rochester, Rochester,
N.¥. (N.I.E. Grant 400-77-0085).
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expenditures once effort has been controlled. Table 10
presents a comparison of the R2 change statistics and the
beta weights.

As is the case with the beta weights, the larger the
value of the R2 change statistic, the greater is the dis~
tance from equity. As can be seen from the data, the use of
the R2 change notion as the equity statistic changes very
little any conclusions that were drawn using the beta
weights. Tables 11 through 13 present essentially the same
comparison. .Different combinations of data used (log or
non-log) and unit of analysis (pupil or districf) are

reported.
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TABLE 10

COMPARISON OF RELATIONSHIP
BETWEEN ASVLTWA AND REVTWADA WHILE

CONTROLLING FOR OTR USING THE RZ2 CHANGE
STATISTIC AS OPPOSED T0 BETA WEIGHT--LOG-10
TRANSFORMATION: DISTRICT AS UNIT OF ANALYSTS

Type
of
District Statistic* 1973-74 1976~-77 1978~79
R% Change .40 .44 .59
ELEMENTARY :
Beta 65235 .67987 80140
R? Change .66 44 .52
HTGH SCHOOL
Beta .86058 .68197 74182
RZ Change .53 .13 .24
UNIT -
Beta - .77533 .37668 .49554

*The statistics are derived from the two-variable model~—
OTR and ASVLTWA are the independent variables.



TABLE 11

COMPARISON OF RELATIONSHIP
BETWEEN ASVLTWA AND REVTWADA WHILE
CONTROLLING FOR OTR USING THE RZ2 CHANGE
STATISTIC AS OPPOSED TO BETA WEIGHT-~LOG~10
TRANSFORMATION: DPUPIL AS UNIT OF ANALYSIS

50

Type
of
District Statistic* 1973-74 1976~77 1978~79
R? Change .34 .19 .38
ELEMENTARY
Beta . 58046 .44124 .61647
R? Change .51 30 .33
HIGH SCHOOL
Beta «71355 .54877 .238377
R? Change .43 .07 .06
UNIT
Beta .67283 .26090 24902

*The statistics are derived from the two-variable model--

OTR and ASVLTWA are the independent variables.

B VAL
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TABLE 12

COMPARISON OF RELATIONSHIP
BETWEEN ASVLTWA AND REVTWADA
WHILE CONTROLLING FOR OTR USING THE
R2 CHANGE STATISTIC AS OPPOSED TO BETA
WEIGHT=--ORIGINAL DATA: DISTRICT AS UNIT OF ANALYSIS

Type
of
District Statistic* 1973~74 1976~77 1978-79
R% Change .64 .77 .76
ELEMENTARY
Beta .83511 .92027 .93379
R2 Change .76 58 .65
HIGH SCHOOL
Beta .92943 .79281 .84337
RZ2 Change .61 .27 .44
UNIT
Beta .84013 .54550 .68266

*The statistics are derived from the two-variable model--
OTR and ASVLTWA are the independent variables.



TABLE 13

COMPARISON OF RELATIONSHIP
BETWEEN ASVLTWA AND REVTWADA

52

2WHILE CONTROLLING FOR OTR USING THE
R® CHANGE STATISTIC AS OPPOSED TO BETA

WEIGHT-~ORIGINAL DATA:

PUPTT, AR UNIT OF ANALYSIS

Type
of )
District Statistic* 1973-74 __1976=77 I1878=7%
R? Change .47 .38 .55
ELEMENTARY
Beta .68705 .62198 . 74940
R%? Change .55 .36 .39
HIGH SCHOOL
Beta .74832 .61204 .64067
R% Change .40 .09 .14
UNIT
Beta . 66549 .31422 .39376

*The statistics are derived from the two-variable model--
OTR and ASVLTWA are the independent variables.




APPENDIX F

RESIDUAL ANALYSIS MODEL

Another methodology examined in the present research
was that of the residual R2 concept. Essentially, in using
the multiple regression approach, the researcher is examin-
ing the relationship of wealth (ASVLTWA) and expenditures
(REVTWADA) while controlling for or holding effort (OTR)
constant. The regression model allows the researcher to
estimate for all possible operating tax rates a level of
expenditure for the districts that hold that OTR. This con-
cept is graphically represented in Figure 1.

Thé:éolid line, however, is only an estimated aver-
age that is based on the data available and designed to be
as accurate as possible given Lhat data. If the estimation
formula states that a district with an OTR of 2.0 will have
a revenue per pupil of 1,200 dollars, this does not imply
that this will be the case for each district holding that
tax rate. It might be helpful to think of the estimation
as an average value. Some of the districts will fall above
the estimated or average leﬁel and some will fall below.
Since it is known now that all of these districts have an
OTR of 2.0, it can be assumed £hat any differences from the

53
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FIGURE I
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estimated point that are cbserved must be due to other
variables, one of which may be the wealth of the district.
Classifying observed differences as residuals, another method
of equity analysis can be used--the residual analysis model.
Using the estimation formula in the multiple fegress—
ion model, effort (OTR) has been controlled. Using this
control to estimate an average point (expenditures), observed
differcnces from the average point are called regiduals. The
residual is nothing more than the difference between that which
is estimated and'that which is observed. 1In other words, if
an estimation is made that a district with a tax rate of X
should have revenues per pupil at level Y, it can be assumed

that if their observed revenue is, in actuality, Y-r or Y+r,
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the differcnce, or residual, is attributable to something
oﬁher than OTR. One can then examine the magnitude of the
relationship between the residuals and the wealth factor
(ASVLTWA) , with "conditional" fiscal neutrality being indi-
cated by the absence of any relationship.

Figure 2 presents a scatter diagram of all unit
districts. The relationship plotted is the relationship
between the residual and the ASVLTWA. On examination, it is
clear that those districts that have a negalive residual,
i.e. a REVTWADA value that is less than would be estimated
for a given OTR, tend to cluster toward the lower end of the
continuum of ASVLTWA. Plainly, this observed relationghip
indicates that given the same tax rate, a district that
spends less per pupil than the estimated amount will most
likely have a lower ASVLTWA than does the district that
spends more than estimated. In actuality, the R? value of
these two variables is .65, a substantial value considerinyg
the notion of equity.

Breaking the scattergram down even further provides
interesting results. 1In looking at just those districts
using the resource equalizer formula (Figure 3), it is seen
that nearly all of them are spending less per pupil than
would be expected. Within that grouping, however, there is
very little relationship to wealth. So even though those
districts are spending less than expected, the formula is

providing an approximation of equity. In Figure 4, a
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different picture is seen for those districts funded under
an alternate method. No equity notion survives here. What
a district spends is obviously related to wealth. The
greater the residual, Lhe greater the ASVLTWA.

If judgment of equity goals is based only on those
districts employing the resource equalizer as their funding
formula, all indicators point toward approachment of that
goal. However, when the 24 percent of the districts that
are not on the resource equalizer are entered in the data,

the results become somewhat less conclusive.
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The situation differs when examining the results of
the residual analysis for high school and elementary dis-
tricts. In looking at the scattergrams, there is still
present a strong linear function as was found in the unit
districts (Pigures 5 & 6). The difference is in examining
only the resource equalizer districts. For high school dis-
tricts, even when examining only the resource equalizer
districts, a strong linear function continues to exist
(Figure 7). Although the elementary districts do not demon-
strate as strong a function, there is étill an existing
relationship that is found that does not exist when examin-
ing the‘unit districts (Figure 8).

This phenomenon has been explained in Appendix B
as it relates to high school districts and could also be
explained in terms of the elementary districts, only to a
lesser extent. While the high school districts have 97
percent of the districts outside of the formula parameters
in effort (OTR), elementary districts have only 50 percent
that are not within the confines. The basic problem is

the same--the extent of the problem is different.



61

NOSIHVdWOD ¥MLTASY OGNV TVAJISHE=SLOTYHLSIA
TIV  fSLOIELSIA TOOHDS HOIH
6L=-8L6T 40 WWIDVIA JHLIVOS
S Jd00Id

(SIeTTIOP) YMLIASY

*OGZER? 00 459952 DO BSY0EZ COSZTOD»DZ OO995LLT _CO MLZIGT DO %i8%2T DO*62%288 €D 22Tl 009278y 207262567
» + 4 - + + + + + + + + b + » + + -
1 1 .o +  00°5E%-
1 1. . I
1 1 1
1 1 ¢ & i
1 1 » E] 1 B
! . I 2 * 4 fetirg-
I I ' & & W & &)
T 1 L %% = 2 T
1 1 LI ER I
1 i EE bREAR 1% F 1
1 I . _#Z a2 2 sebitd + _Q0°s1l-
1 I & ] » €2 1
i 1 = « &2 1
1 1 g% € & 1
1 I a = CR i
! 1 * LI + QUTEE
! 1 = & suald 1
- ] B T R et D e PR L o
1 I L4 I -
1 e Ix x oy & H .
1 wl [ oo +  00Test
1 i * & i
1._ RE IR I
1 1 i
1 I . 1
H I +  00tESE
H * 1 LI N . - H
H * L3 b 1
1 I i
1 1 H
1 . % 1 +  00*eTs
1 i . I
1 T T
— 2 |~
. 1 i
1 1 + 00119
1 = I H
1 I i
£ 3 I
1 1 i
1 1 + D0TSIF
1 1 1
L 1 H
1 1 1
1 I I
- 14 i * CCTLES
I I I
H I i
1 1 I
I ! 1
* ! H N T 2

(SIRTTOP) TYNATSTM



62

1TLEDHEE DOt

L . "

HOSTUVAWOD YMITASY NV TYAdIST¥-SIOIMISIA
TIV SIOTYLISIA AIVINAWITH
A 6L-8L6T A0 WYHHYIA YIAILIVIS
9 d4NOId

{(SI2TTOP) VMITASY

6L6FTS 00 T488%% 00°£%LE6S 00°5H0RES COLY5ERT 00 GHYF22 OITTGEELT DI €52811 ID7CSIET 2072508

o

Bt B L g g O Y
H i =
H 1 N L &
! R L -4
1 i TT 2t=% ¢
1. i, LEL T TN ]
1 1 & L%2AL9EN7
1 H sEm BHLGEHLNT
i 1 % £9L5555539
I 1 ® & ZEeTilet
1 M = ¢ =I¢ 47
1 1 ZZm wubayx
1 Y % & 227
1 1 &« uh Ca
i T ¢« Z 2 2+ T
[ 1 & 3 & € mEx
I 1 * &
H In & * @ Z
——— = 4 L R
H H g =
i 1 Zh a2 2
1 el ex 2
I 1 L] 2 X
1 1 *
i I [ L L]
I 1 L]
H & 14 * .o
H i L * *
I ® 1 .
H 1 E
I i
1 1 L3
I a1 -
1 I
1 *x i
I 1 ]
I L [ L
] L] ' i
I 11
H H
1 H
1 I
H !
I 1
1 I
T 1
® 1 A
i 1
1 1
i T
* l 1

Fy

T T T S

L R R R T I T G

I R e R I e R X rppepa

coTees~

Tmetzer-

£arsLe

CCLLe

glraned

{sxReTTODR) TVHGISHH



63

NOSTEVJIWOD ¥MITIASY ONY IYNaIsTd—-ATING ¥AZITYN0H
TNN0STY ¢ SEOIYLSIA TOOHOE HOIH
6L-8L6T d0 WWIODVIA dELLYVOS
L Ta091d

(sIeITOP) YMITIASY

0Es71T 32°907€CT 00°2REH  ©0°6€YE  QUTHEISL 0973167 73+33395 0372974y DITREsLE  JTTyINRZ  2TTCsTeT

R T Dl.vl'll.o.‘".olll..!.fIlll.vllllvﬂlll&lll‘.rilllh ——— ey e mf b I T R L B il b —b
! H # +
1 T . . :
1 1 I
H 1 H
I i H
! I +
1 L i . M
1 I :
N i » t
1 wve 1 ® T
4 ) 1 S
1 & i ® 2T
1 LB L * ® M
1. ; 1 E I
1 = 2 L3 1 I
[ ] i - s x +
1= ) 1 ) :
- i e e e e B e L pek=24— —— -—1
1 L LI LI e I
T % ® & ] TZ% 2 M
[] I%x x * o &l &k &E +
1 * " 1 1
L FE H
T # * ek I
a v ] i
i [ LI 1 +
L] * ! ® #* + 7 1
2 H * . H
Ta 3 . 1
1 ! H
1 L3 LI H +
1 * A i 1
- * e " i i
— a1|-uolnunnaunzllsnnnnsinuu:uanwurunnnqunnuu1'-nnq'lnn-uunnnnnunaluul-crunnnln.ltm
& ® 1 1 1
i 1 .
L] & . I 1
R * - L] 1 1 i
* 1 1 I
¢ i L] 1 i
1 & 1 *
# ) 1 1
* I i I
1 i 1
I 1 1
T 1 »
r 1 1 1
I 3 I
! 1 i
L] 1 1 1
* Ta 1 +

CC sEy~

gergl-

i
2]

.
~
W

(sxe[TopR) I¥VQAISHA



64

NOSTYVIWCD YMITASY ONV TVNATISTE~--XTIRD JHZITVN0H
d0d0108dd  :SLOTYLSId AEVINIAWATH
6L-8L6T 40 WYHOVIA HILIVOS

8 H40DIJ

(SIBTTOD) YMITASY :
LEYIT D0°s5005  00°TOLOS 0OCEZYSY  00°SRLO%  COSLAZSE  D)°5)6S2  33°TL3%Z 02°CCLST  DLTSSELD J2ULSTE

+ fmihnd e b rsen bt S et c b rasadcmk e bt e mb b am—— a8
1 * M ' . R Joah F 4T
I T i
H Te & !
1 % i
T & I [
1 1 +oogetger—
* ! * L L 74 1 £y !
b L] i 13 I ] [ !
- H . T L [ * 2% {
e & L LI EL x I LI t
* ® Y £33 7 * i * 2 » L 207esI-
[ s T 2 & 1 [ & s I
b4 £ * LI I = *Z & & I
* L] s I * L] I a & L3 t
+ . * 1 PP ¢ 1 2 %2 & ! .
* H Py PO ™ P P Yo S F
B L] LI L » * 1 oK ¥ 14 w1 B
3 et St SRSt PP S O SR . B s —————de i
v 2 * w2 al %2 a 2 Ta2 PR E- -2 3 L] 4
’ L * 1 * ] = 1% x3ty 7T I2% & & mex |
& » 2 % Lot ® o+ & 3w AxD %E Z2eEy e 2 s QLI li-
L * & gy 4] o €& 27x 2 e % wxsl 1 :
* % * T 2 2% LI NN T 1 !
. » ’ # Tie € & ) i f
P 7 A% # i !
L * A 1 L] 1 [ +1 vl Pl
s I & ’ 1 H
oy I ' 1 B
T L] 1 f
. = 1 r !
Z * ] 1 1 v GCTE9
RO ] H L _ i !
* . ! i
~m—— —— [
* ! 1 .
1 1 [ o 3
1 i [
1 1 t
1 ' I [
R H v 201N
1 i !
* * 1 I 4
1 1 !
1 1 i
¢ 1 1 LI +] i R % 3
1 1 !
I i i
1 H f
1 1 '
L ! 1 R -] G4

(saeTTop) I¥NAISHA



65
Table 14 presents the R% values of the relatiunship

between residuals derived and the ASVLTWA of a digtrict.

TABLE 14

RESIDUAL ANALYSIS OF ASVLTWA AND
DERIVED RESIDUAL AS DENOTED BY RZ2 STATISTIC--
ORIGINAL DATA: DISTRICT AS UNIT OF ANALYSIS

Type 5
of . R< Values
District 1973~74 1076-77 1978=79
ELEMENTARY ' .68 .77 .72
HIGH SCHOOL .76 .69 .78

UNIT - .63 .44 .65
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