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Ed grant cover letter

Ms. Marv Ann Snitkev

Dear Ms. Snitkev.

Attached is a provposal from the League of Women Voters Education Fund seeking
S4025 for support of a program designed to help educate citizens about
teacher collective barecainine and tenure laws and their relationship to the
aualitv of education in Minnesota.

The Leaeue of Women Voters has a basic philosophv that informed citizens are
essential to a viable democratic svstem. Working from that premise. the League
is conducting a statewide study, described in the proposal, which will help
determine Somwe of the opportunities for citizen involvement in the decision-
making process of our educational institutions. The program is directed toward
providing citizens with information so that they will understand, with greater
insight and broader perspective, the laws and their impact upon the public
school system.

It is our hope that the St. Paul Companies will give consideration to this
proposal and, should it be granted, that the St. Paul Companies would permit
the LEague to recognize its support through appropriate acknewledgement in the
publications.




The purpose of the League of Women Voters of Minnesota (LWVMN) is to
promote the active and informed participation of citizens toward better
government. This has been the primary mission of the League since it
was formed in 1920. LWVMN is a non-partisan organization and its
governing board consists of Republicans, Democrats and Independents.
Members of the LWVMN and of the 69 local Leagues throughout Minnesota
are active in voter service and citizen information. They sponsor
candidates forums and debates, distribute caucus, registration and
voting guides and conduct informational meetings on issues of concern
to the public.

The League also researches and publishes impartial studies in the areas
of corrections, the judiciary, natural resources, equality of opportunity,
education, election laws and the organization and financing of state
government. These studies are disseminated not only to League members

but to the broader public within Minnesota. The community outreach and
citizen information efforts of LWVMN are conducted through the League

of Women Voters Education Fund, the tax-deductible research and education
arm of the League.

As a public-interest, grass-roots organization, the LWVMN is totally
responsive to its members' concerns. Program items are voted on every

two years at its State Convention by delegates representing the individual
local Leagues. While this makes it difficult to project the subjects

of future studies, the LEague does see trends that will affect the
distribution of its studies. The relative apathy of the younger voter
indicates that the League will become increasingly involved with special
targeting of information to young adults, minorities and the future voter.

LWVMN believes that vigorous citizen participation in American government
is not just a good idea but an indispensable one. It believes that
citizens are the government and that if citizens have good information
they will “make good choices - for themselves, for their communities,

for their state and for their nation.

In 1975, delegates to the LWVMN State Convention voted to initiate a study
of Public Employee Bargaining and Tenure laws and how they relate to the
questions facing schools today. In voting to adopt the study item each
delegate represented the interests expressed by the members of her local
League. Since there are local Leagues in every Senate district and most
House districts in Minnesota - in communities as small as Battle Lake and
as large as Minneapolis - there is no doubt that there is a broad-based
concern with the needs of our educational institutions. The League is
particularly qualified to carry out its current education study. Education
has been a major program item since the League first lobbied for compulsary
school attendance in the 1920s.

There is a definite need for the type of study that the League proposes.
Every citizen in Minnesota is affected to some degree by the problems
that currently exist in our educational system.

Enrollment is declining. Class size is growing. There is increasing
pressure from parents that their children leave the public school system
with certain minimum competencies, particularly in the area of basic




skills. The cost of education, which already is consuming 40.6% of

state appropriations and 46.5% of local government expenditures, continues
to rise. The outcome of collective bargaining between teachers and

school boards often increases these costs. The effects of tenure laws,
while more difficult to evaluate, can also have a direct relationship

to these problems.

The LWVMN education study will attempt to answer some of the following
questions: In what ways are tenure laws necessary or advisable for the
provision of "quality education?" Are we losing good teachers while mediocre
ones remain in the system? Do procedural safeguards for teachers, e.g. tenure/
continuing contract laws, due process, grievance procedures, make dismissal

of ineffective teachers difficult? Can staff balance be maintained under

state financing and seniority dismissal procedures? How are community
priorities and needs determined? In what ways are the needs and priorities

of the consumers of education (students) given weight and consideration in

the collective bargaining process? What input do parents have? Who represents
the community in the bargaining process? How responsive are school boards

and teachers to public desires?

The first of the three publications in the LWVMN study will provide

background information for the succeeding reports and will include a description
and explanation of the laws that affect collective bargaining and tenure.

The second publication will examine the perceptions that education administrators,
teachers and school boards have of these laws and their affect on the public
school system. The third publication will be an objective analysis of the

issues and a discussion of alternatives to the present procedures. An

additional publication, funded by the League, will contain a statement

of research methods, characteristics of the sampling and information about
print-out availability.

The intent of the study and publications is to provide the public with

information upon which they can act. Lack of action (only 33.5% of St. Paul's
eligible voters voted in the last school board election) can often be linked

to lack of information. Through offering the citizen an avenue to understanding -
informing him of the issues and alternatives and his opportunities for determining
the direction of our educational system - LWVMN hopes to increase individual
participation in an area which affects all citizens. Students, parents,

school board members, teachers and taxpayers are all affected by the laws
governing collective bargaining and teacher tenure. An impartial view of these
laws and their impact will provide a basis for citizens participation in the
planning and decision-making processes of their communities' educational
institutions.

The publications will be distributed, without cost, to a broad cross-section

of Minnesotans. Target populations will include members of : service clubs;
junior and senior high schools; community colleges; municipal, county, state

and school officials; Chambers of Commerce; community centers; church groups;
senior citizen organizations and other citizen groups. Publications would also
be offered to other publics through Public Service Announcements on local radio
stations and through the press. Distribution is scheduled to begin in the fall
of 1977 to coincide with the first quarter of school in order to achieve maximum
impact.




Dissemination of the reports will often be accompanied by a live presentation -
in the classroom, at club meetings and other functions. While the majority

of the publications are expected to be distributed within the Metropolitan
seven-county area, the network of local Leagues throughout Minnesota assures
state-wide coverage. Local Leagues will be assisted in obtaining resource
persons for the presentations and to plan a schedule for "marketing" the
materials. A new member has been added to the LWVMN state board to coordinate
these efforts.

Grant administrator will be Ms. Harriett Herb, Executive Director of LWVMN.
Ms. Herb is also enrolled in the graduate program of Business Administration
at the College of St. Thomas. She expects to receive her Master's degree

in May of 1978.

Project DirectoAis Ms. Betty Shaw. Ms. Shaw has a BA and MA in Political
Science from the University of North Carolina and is chairman of the LWVMN
Education Committee. She has participated as researcher/writer in a number
of League studies. Ms. Shaw was also a member of the St. Louis Park Eommunity
Education Advisory Committee for two years.

Her project committee consists of twelve members who represent five leagues.

A total of over ninety League members from twenty Leagues will be involved in
the preparation of study materials. Consultants who have volunteered their
time as resource people for the project and has acted as advisors are: Dr. John
Sullivan, Assistant Professor of Political Science, University of Minnesota;
Dr. Charles Backstrom, Professor of Political Science, University of Minnesota;
Dr. Charles Cheng, Assistant Professor, UCLA Graduate School of Education and
Associate Director of the Institute for Responsive Education; Mr. Mitchell
Jolesin, Computer Consultant, University of Minnesota; Dr. Richard Faunce,
Director of Research, Minneapolis PUblic Schools; Mr. Peter Popovitch, attorney
to more than fifty Minnesota school boards; Mr. Richard Battis, attorney for the
St. Paul Board of Education; Mr. Roger Peterson, attorney for the Minnesota
Federation of Teachers.

The Project Director and her committee have spent 5535 hours in planning,
research, interviewing and tabulating results. Writing of the reports is
expected to total an additional 200 hours. At minimum wage, this would
translate to an in-kind expense of $13,190.50. Unreimbursed expenses - those
which have been absorbed by committee members - total $339.00. Donated League
staff time amounts to over $500. This signifies an enormous committment on

the part of those involved in the project. They are dedicated to producing

an in-depth, objective picture of the laws governing teacher bargaining and
tneure and the impact these laws have on the education of Minnesota's students.

It is appropriate that the St. Paul Companies consider joining the LWVMN in
this committment. A high school degree is required of a majority of its
employees, and the quality of their education can have a direct relationship
to their on-the-job performance. In addition, St. Paul Companies has, through
its Corporate Contributions Committee and Human Relations Division, shown
itself to be a responsible corporate citizen. Its get-out-the-vote efforts,
utilizing some of several publications produced by LWVMN, is indicitive of its




interest in citizen participation in government. The League is asking the
St. Paul Companies to consider major funding for this project because it has
proved it is a public-spirited, public-minded institution which is anxious
to involve the public in the issues that affect them.

The study proposed by the League is unique and has not been done by any

other organization. While a national survey on collective bargaining is being
prepared by the Washington D.C. office of the Parent-Teacher-Student Association
(PTSA), dissemination of results will be limited to state PTSA chairmen,
presidents of local PTSA groups and to the Education Committees of state
legislatures.

The LWVMN project will be more focused, restricting itself to the Minnesota
community and its public school system. It also will be more comprehensive,
examining the effect of the laws on educational quality. The population
served by the League study also differs significantly from that of the PTSA
project. State and local PTSA officials will receive the League publications,
as will all members of the Minnesota State Legislature. The major target
audience, however, is the Minnesota citizen. Funding will enable the League
to distribute these publications free of charge to the borader public, as

well as to specific interest groups.

While direct results of the publications upon readers will be impossible

to measure, LWVMN hopes that the information contained in the reports will
stimulate citizens to take a more active role in planning for the future

of our educational system. By increasing the public's awareness of the
problems facing the system, and by showing them their opportunities for
participation in the decision-making process, citizens will be better equipped
to provide input into an area which affects the entire community.

The publications themselves will be evaluated by a panel of selected publics.
composed of education editors, Citizens League members, school board and education
union representatives, Chambers of Commerce and education committee members

of the Minnesota Legislature. Criteria for evaluation will include: How

clearly is the information presented? Will the general public consider the
reports ''readable?" How well is the subject covered? Are the reports unbiased?
What is the evaluator's subjective opinion of the publications? Are distribution
plans adequate?

Because providing information on issues of public concern is an ongoing mission
of the League, LWVMN has often worked in cooperation with a variety of other
organizations. It has co-sponsored public seminars with such groups as the
State Planning Commission, the UN Rally, Minnesota Society of Crippled Children
and Adults, the St. Paul Urban League, Minnesota Mrs. Jaycees, the AAUW,

St. Paul Junior League and the Minnesota Social Service Association.

LWVMN lobbying workshops have attracted organizations ranging from the Minnesota
Nursing Association to Save Our Elms. Participating in ongoing information-




sharing with the League are the Joint Religeous Legislative Coalition, Citizens
League, Common CAuse, the Governor's Crime Commission and the Hennepin and
Ramsey County Welfare Departments.

In 1976, the Léague entered into a coalition to register voters for the
presidential elections with the office of the Secretary of State, the
Minnesota Banking Association and both the Republican and Democratic parties.

For the past 50 years, the League of Women Voters has acted in the public
interest to improve the quality of life in our society. Its prime mission is
to add to citizens' knowledge and understanding of public issues and policies
in order to achieve more meaningful citizen participation in the decision-
making process of governmental bodies.

Public issues, however, are complex and interrelated. In the course of daily
living a citizen does not always have the time, the committment or the

desire to examine the issues or participate in the process. The process
itself may seem to be an insurmountable barrier. Unfortunately, opting out
presents an appealing path to many people, even though governmental policies
affect every facet of their lives. The League of Women Voters of Minnesota

has provided and will continue to provide ways for the public to be active,
informed participants in government. Motivating the citizen to make use of the
informatin the League provides is a problem the League hopes to help solve
through a more agressive program of community outreach.

LWVMN is known for providing quality publications, public meetings, workshops,
conferences and candidate fourms. It has a long-standing reputation for
fairness, fact-finding and non-partisanship. Its non-partisan activities

have benefitted society as a whole - not just women, or the poor, or urban
dwellers. It has a strong leadership and an intelligent and boradly-based
membership who are unusual in their sense of committment. For more than half
a century the LEague has carreid out its programs with virtually no public
funds, no United Appeal and very little monetary support from organized public
philanthropy.

The strengths of the League, however, are directly linked to some to the
problems it currently faces. While LWVMN is financially self-sufficient with
fund generated almost entirely from within the organization, it now faces the
need for outside financial support in order to achieve its goal of a more
effective, broad-based program for citizen involvement. In addition, the
emergence of many single-issue groups finds us actively competing for volunteer
hours. The changing role of women and their entrance into the job market

has also affected the amount of time members are able to spend on League
activities.

In the future, LWVMN sees an increasing shift from full-time volunteers to
part-time workers, assisted by paid staff. Although membership in the League
has risen slightly over the past two years, we anticipate more energetic efforts
to gain new members, particularly from the male segment of the population. To
support our expanded programs carried out in the public interest, the League
will actively seek funding from the resources of philanthropic foundations and




corporations. The prime mission of LWVMN has, and will continue to be,

an active and informed citizenry. We believe that the League of Women Voters
of Minnesota could be on the verge of a new era in its life and that our work
can play an even larger role in improving our society. It is a task we face

with both confidence and committment.




BUDGET

For printing and distribution of 10,000 copies of three publications on
Public Employee Collective Bargaining and Teacher Tenure laws and their
impact on the quality of education in the Minnesota public shcool system.

Design and printing

Administration of project:
Computer time and supplies
Telephone
Travel
Copying
Supplies

Distribution:
Postage




THE ST. PAUL COMPANIES, INC.
Grant Applicatlion

SECTION I:

1. Name and address of organlzatlon:

League of Women Voters of Minnesota

555 Wabasha

St. Paul,’ MN 55102

: ive and informed participation
Purpose of organlzation: 1O promote the activ P

of citizens in their government

Amount requested from company: $4025.00 =

15,000 coples ol
To finance the printing and distribution oﬁqthree

Purpose of grant request:

publications dealing with teacher tenure and collective bargaining and

i) teccher”

heu 1) 2)
i i hip t S ini 1lment chool nding gevaluation, ),
(&5gFaphid ared sérvad by ‘Sryan12atent p 108 crollnent, achool funding,cvalustion,

Stafre of Minnesota [ Sustern. ac — -
Popﬁ?ﬁtfbn served: o ol RN *“DL*HICL&Ihia‘.

a. Number of people per year:_ _11. +o ~ctimate

+b. Descriptive data about target population: citizens in the over 200

communities served by local leagues: students in both secondary schools and
_colleges; educators at all Tevels® city, county and state government officials
c. Percent of target population served: unable to estimate °

d. - Other populatlon served: the over 4500 men and women members of LWVMN;

groups with which the League has worked in coalition

Do you recelve support from the United Way or the St. Paul-Ramsey Councl!l of

Arts and Sclence: NO

Have you reglstered with the. Securities Division, Minnesota Department

of Commerce? tes (If yes, please attach coples of reglstration
materfals.)

If not, please state reason:

Have you been declared a not-for-profit organization by the Treasury Department?

YES
- Please attach exemption letter.
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s SECTION Il

In addition to filling out the form (Section 1), please provide more detail about your
program by writing a letter or proposal including the information listed below. If you
prefer not to respond in written form, you can visit with Mary Snitkey of our Human Re-
lations Division. Call her for an appointment at 221-7359. You should be prepared with
Section | completed and ready to supply information about the following:

A. The Organlization

1. Explain the purpose of the organization, Its history and plans for the
future. This should Include a description of the population served, the
experlence the organization has had In the area for which it seeks funds,
and predicted trends which might Influence future activities.

Provide a list of the board members, their addresses, primary community
and professional affiliations, and qualifications.

Provide a copy of your organization's by-laws.

Provide an audited financial statement for the previous year and a pro-
jected budget for the upcoming year. Also include figures showing total
expenses for the past five years and projections for the next five years.
Explain how funds from The St. Paul Companies, Inc. would be used.

Proposal

Describe the needs to which this proposal addresses itself. How were
these need ascertained?

Describe the proposal's purpose and methods for accomplishing the purpose.
Be sure to clearly state the results you expect to see at the end of one
year.

Describe the people to be served and list eligibility requirements, if any.

List the names and qualifications of people who will work on the project and
administer the funds.

List others who have supported the organization in the past and those who are
possible future sources of support. Please include a statement detailing the
funds you have received thus far and the amount of in-kind services and supplies
received or pledged, including volunteer support.

Explain how your organization cooperates with others.

Explain why you feel it Is appropriate for The St. Paul Companies, Inc. to
provide support.

List all other organizations in the area providing the same or similar services.
Explain how your organization differs from these.

Explain how your program will be evaluated.

Explain how funding will continue on a long-term basis if the program is
effective.

Please provide a subjective narrative about your organization, what you
hope to accomplish, the problems you anticipate, the weaknesses and strengths
you perceive, and the future you project.




LEAGUE OF WOMEN VOTERS OF MINNESOTA

555 WABASHA + ST. PAUL, MINNESOTA 55102 * TELEPHONE (612) 224-5445

October 2u, 1977

Mr. Rudolph E. Boschwitz
Plywood Minnesota, Inc.
5401 East River Road
Minneapolis, MN 55421

Dear Mr. Boschwitz:

Attached is a proposal from the League of Women Voters Education Fund
seeking Suu57 for support of a program designed to help educate citizens
about teacher collective bargaining and tenure laws and their relation-
ship to the quality of education in Minnesota.

The League of Women Voters has a basic philosophy that informed citizens
are essential to a viable democratic system. Working from that premise,
the League has conducted a statewide study, described in the proposal,
which will help determine some of the opportunities for citizen involve-
ment in the decision-making process of our educational institutions. The
program is directed toward providing citizens with information so that
they will understand, with greater insight and broader perspective, the
laws and their impact upon the public school system.

It is our hope that Rudy Boschwitz's Plywood Minnesota will give consid-
eration to this proposal and, should it be granted, that the company would
permit the League to recognize its support through appropriate acknowledge-
ment in the publications.

Sincerely,

Helene Borg, President
League of Women Voters of Minnesota




The publications will be distributed, without cost, to a broad cross-section
of Minnesotans. Target populations will include members of service clubs;
junior and senior high schools; community colleges; municipal, county, state
and school officials, Chambers of Commerce; community centers; church groups;
senior citizen organizations and other citizen groups. They will also be
sent to all members of the Minnesota State Legislature. Publications will
also be offered to other publiecs through Public Service Announcements on
local radio stations and through the press. Distribution is scheduled to
begin in late fall to coincide with the first quarter of school in order to
achieve maximum impact.

Grant administrator will be Ms. Harriett Herb, Executive Director of LWVMN.
Project Director is Ms. Betty Shaw. A total of over ninety League members

from twenty Minnesota Leagues were involved in the preparation of study
materials. Consultants who have volunteered their time as resource people

for the project and have acted as advisors are: Dr. John Sullivan, Assistant
Professor of Political Science, University of Minnesota; Dr. Charles

Backstrom, Professor of Political Science, University of Minnesotaj; Dr. Charles
Cheng, Assistant Professor, UCLA Graduate School of Education and Associate
Director of the Institute for Responsive Education; Mr. Mitchell Jolesin,
Computer Consultant, University of Minnesota; Dr. Richard Faunce, Director

of Research, Minneapolis Public Schools; Mr. Peter Popovitch, attorney

to more than fifty Minnesota school boards; Mr. Richard Battis, attorney for
the St. Paul Board of Education; Mr. Roger Peterson, attorney for the Minnesota
Federation of Teachers.

The publications will be evaluated by a panel of selected publics composed

of education editors, Citizens League members, school board and education

union representatives, chambers of Commerce and education committee members

of the Minnesota Legislature. Criteria for evaluation will include: How
clearly is the information presented? Will the general public consider the
reports '"readable?" How well is the subject covered? Are the reports unbiased?
What is the evaluator's subjective opinion of the publications? Are
distribution plans adequate?

While directs results of the publications upon the public will be impossible
to measure, LWVMN hopes that the information contained in the reports will
stimulate citizens to take a more active role in planning for the future of
our educational system. Since 1920 the primary mission of the League of
Women Voters of Minnesota has been to promote the active and informed
participation of citizens toward better government. LWVMN believes that
vigorous citizen participation in American government is not just a good
idea but an indispensable one. It believes that citizens are the government
and that if citizens have good information they will make good choices - for
themselves, for their communities, for their state and for their nation.




The LWVMN education study will attempt to answer some of the following questions:

In what ways are tenure laws necessary or advisable for the provision of "quality
education?" How does seniority dismissal affect school programs and staff

balance? Do procedural safeguards for teachers, e.g. tenure/continuti

contract laws, due process, grievance procedures, make dismissal of ineffective
teachers difficult?, How can teachers be evaluated and who should do the evaluating?
How are community priorities and needs determined? Do rural school districts

view bargaining and tenure laws differently from urban districts? In what areas

are teachers and administration substantially in agreement? Where do they

disagree?

The LWVMN study involves original research and is not merely a compilation of
what has been written before. Research results will form the basis for an
impartial sﬁthy which is not available elsewhere and which should prove to

be an invaluable resource tool for those interested in the quality of education
in Minnesota.

wure endanges ocademic Treedom ?




BUDGET

For printing and distribution of 10,000 copies of three publications on
Public Employee Collective Bargaining and Teacher Tenure laws and their
impact on the quality of education in the Minnesota public school system.

Design and printing: 3335.00

Administration of project:
Computer time and supplies
Telephone
Travel

Copying
Supplies

Distribution and postage:

4457.00

Donated Services

Research, tabulating, interviewing, writing: 12453.75
5535 hours @ 2.25

Consultants: 1275.00
Mileage @ 7¢ per mile: 314.65

Staff time - preparation and distribution: 600.00

14,643,140




The St. Paul Companies Inc. _
385 Washington Street, St. Paul, Minnesota 55102

Telephone (612) 221 7911

=Straul

Financial Services November 28, 1977

Ms. Judy Blake Medelman

The League of Women Voters of Minnesota
555 Wabasha Street

St. Paul, MN 55102

Dear Judy:

As | mentioned in our phone conversation today, The St. Paul Companies,
Inc. cannot contribute toward the Leaque's Educational Fund for the
purpose of supporting the teacher tenure and collective bargaining
publications series. We feel that it would be inappropriate for the
Company to support this particular series.

However, | want to leave the door open to you in the future and hope

the League will approach us again for a contribution to the Educational
Fund. However, please give us plenty of lead time -- six months if at
all possible.

| look forward to hearing from you in the future.

Sincerely,
V4
7

Mary Snitkey, Director
Community Relations

MS/ec




Ed grant cever letter

Ms. Mary Ann Snitkey

Dear Ms. Snitkev.

Attached is a pronosal from the League of Women Voters Education Fund seeking
A ’T"37 SHO26 for support of a program desiecned to help educate citizens about
teacher collective bareainine and tenure laws and their relationship to the
qualitv of education in Minnesota.

s

The Leacue of Women Voters has a basic philosophv that informed citizens are
essential to ,a viable democratic svstem. Working from that premise. the League
is conductfﬁg a statewide study, described in the proposal, which will help
determine $ome of the opportunities for citizen involvement in the decision-
making process of our educational institutions. The program is directed toward
providing citizens with information so that they will understand, with greater
insight and broader perspective, the laws and their impact upon the public
school system. c S~ LW s
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It is our hope that the-8ti—Paul Companies will give consideration to this
proposal and, should it be granted, that theASta-Pauin@ompaniesrﬁgﬁld permit
the LEague to recognize its support through appropriate acknowledgement in the
publications.
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The -purpose/'of the League of Women Voters of Minnesota (LWVMN) ig to
promote the active and informed participation of citizens toward better

_ government. This has been the primary mission of the League since it

“was formed in 1920. LWVMN is a non-partisan organization and its
governing board consists of Republicans, Democrats and Independents.
Members of the LWVMN and of the 69 local Leagues throughout Minnesota
are active in voter service and citizen information. They sponsor
candidates forums and debates, distribute caucus, registration and
voting guides and conduct informational meetings on issues of concern
to the public.

The League also researches and publishes impartial studies in the areas
of corrections, the judiciary, natural resources, equality of opportunity,
education, election laws and the organization and financing of state
government. These studies are disseminated not only to League members
but to the broader public within Minnesota. The community outreach and
citizen information efforts of LWVMN are conducted through the League

of Women Voters Education Fund, the tax-deductible research and education
arm of the League.

As a public-interest, grass-roots organization, the LWVMN is totally
responsive to its members' concerns. Program items are voted on every

two years at its State Convention by delegates representing the individual
local Leagues. While this makes it difficult to project the subjects

of future studies, the LEague does see trends that will affect the
distribution of its studies. The relative apathy of the younger voter
indicates that the League will become increasingly involved with special
targeting of information to young adults, minorities and the future voter.

LWVMN believes that vigorous citizen participation in American government
is not just a good idea but an indispensable one. It believes that
citizens are the government and that if citizens have good information
they will make good choices - for themselves, for their communities,

for their state and for their nation.

W=

J In 1975, delegates to the LWVMN State Convention voted to initiate a study
of Public Employee Bargaining and Tenure laws and how they relate to the
questions facing schools today. In voting to adopt the study item each

| delegate represented the interests expressed by the members of her local
League. Since there are local Leagues in every Senate district and most

| House districts in Minnesota - in communities as small as Battle Lake and
as large as Minneapolis - there is no doubt that there is a broad-based

\_concern with the needs of our educational institutions. The League is
particularly qualified to carry out its current education study. Education

has been a major program item since the League first lobbied for compulsary
school attendance in the 1920s.

. Ihere is a definite need for the type of study that the League proposes.
¢ & [Every citizen in Minnesota is affected to some degree by the problems
that currently exist in our educational system.

'Enrollment is declining. Class size is growing. There is increasing
pressure from parents that their children leave the public school system
with certain minimum competencies, particularly in the area of basic




skills. The cost of education, which already is consuming 40.6% of

state appropriations and 46.5% of local government expenditures, continues
to rise. The ocutcome of collective bargaining between teachers and

school boards often increases these costs. The effects of tenure laws,
while more difficult to evaluate, can also have a direct relationship

to these problems.

The LWVMN education study will attempt to answer some of the following
questions: In what ways are tenure laws necessary or advisable for the
provision of '"quality education?" Are we losing good teachers while mediocre
ones remain in the system? Do procedural safeguards for teachers, e.g. tenure/
continuing contract laws, due process, grievance procedures, make dismissal

of ineffective teachers difficult? Can staff balance be maintained under

state financing and seniority dismissal procedures? How are community
priorities and needs determined? In what ways are the needs and priorities

of the consumers of education (students) given weight and consideration in

the collective bargaining process? What input do parents have? Who represents
the community in the bargaining process? How responsive are school boards

and teachers to public desires?

B 4,;-ﬂ';;'f:9
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The—fivet-of—the three publications(in the LWVMN study will provide = '
background information for the succeeding reports and will include a description

and explanation of the laws that affect collective bargaining and tenure.

The second publication will examine the perceptions that education administrators,
teachers and school boards have of these laws and their affect on the public

school system. The third publication will be an objective analysis of the

issues and a discussion of alternatives to the present procedures. An

additional publication, fundeqigyhihe'féague, will contain a statement

of research methods, characteristics of the sampling and information about ot ’
print-out availability. rrnkff'+ é;wﬁnx 5 '0.

The intent of the study and publications is to provide the public wit£\\~
information upon which they can act.( Lack of action (only 33.5% of St. Paul's
eligible voters voted in the last school board election) can often be linked

to lack of information. Through offering the citizen an avenue to understanding -
informing him of the issues and alternatives and his opportunities for determining
the direction of our educational system - LWVMN hopes to increase individual
participation in an area which affects all citizens. Students, parents,

" school board members, teachers and taxpayers are all affected by the laws
governing collective bargaining and teacher tenure. An impartial view of these
laws and their impact will provide a basis for citizens participation in the
planning and decision-making processes of their communities' educational
institutions.
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/ The publications will be distributed, without cost, to a broad cross-section

of Minnesotans. Target populations will include members of : service clubs;
junior and senior high schools; community colleges; municipal, county, state

and school officials; Chambers of Commerce; community centers; church groups;
senior citizen organizations and other citizen groups. Publications would also
be offered to other publics through Public Service Announcements on local radio
stations and through the press. Distribution is scheduled to begin in the fall
of 1977 to coincide with the first quarter of school in order to achieve maximum

impact.




Dissemination of the reports will often be accompanied by a live presentation =
in the classroom, at club meetings and other functions. While the majority

of the publications are expected to be distributed within the Metropolitan
seven-county area, the network of local Leagues throughout Minnesota assures
state-wide coverage. Local Leagues will be assisted in obtaining resource
persons for the presentations and to plan a schedule for "marketing" the
materials. A new member has been added to the LWVMN state board to coordinate
these efforts.

Grant administrator will be Ms. Harriett Herb, Executive Director of LWVMN.
Ms. Herb is also enrolled in the graduate program of Business Administration
at the College of St. Thomas. She expects to receive her Master's degree

in May of 1978.

Project Directo4is Ms. Betty Shaw. Ms. Shaw has a BA and MA in Political
~ Science from the University of North Carolina and is chairman of the LWVMN
Education Committee. She has participated as researcher/writer in a number
of League studies. Ms. Shaw was also a member of the St. Louis Park Eommunity
Education Advisory Committee for two years.

Her-project committee consists-of-twelve members wgq ngre%enF(five leagues.

A total of over ninety League members from twenty Leagues will-be involved in
the preparation of study materials. Consultants who have volunteered their
time as resource people for the project and has acted as advisors are: Dr. John
Sullivan, Assistant Professor of Political Science, University of Minnesota;
Dr. Charles Backstrom, Professor of Political Science, University of Minnesota;
Dr. Charles Cheng, Assistant Professor, UCLA Graduate School of Education and
Associate Director of the Institute for Responsive Education; Mr. Mitchell
Jolesin, Computer Consultant, University of Minnesota; Dr. Richard Faunce,
Director of Research, Minneapolis PUblic Schools; Mr. Peter Popovitch, attorney
to more than fifty Minnesota school boards; Mr. Richard Battis, attorney for the
St. Paul Board of Education; Mr. Roger Peterson, attorney for the Minnesota
Federation of Teachers.

The Project Director and her committee have spent 5535 hours in planning,
research, interviewing and tabulating results. Writing of the reports is
expected to total an additional 200 hours. At minimum wage, this would
translate to an in-kind expense of $13,190.50. ‘Unreimbursed expenses - those
which have been absorbed by committee members - total $339.00. Donated League
staff time amounts to over $500. This signifies an enormous committment on

the part of those involved in the project. They are dedicated to producing

an in-depth, objective picture of the laws governing teacher bargaining and
tneure and the impact these laws have on the education of Minnesota's students.

It is appropriate that the St. Paul Companies consider joining the LWVMN in
this committment. A high school degree is required of a majority of its
employees, and the quality of their education can have a direct relationship
to their on-the-job performance. In addition, St. Paul Companies has, through
its Corporate Contributions Committee and Human Relations Division, shown
itself to be a responsible corporate citizen. Its get-out-the-vote efforts,
utilizing some of several publications produced by LWVMN, is indicitive of its




interest in citizen participation in government. The League is asking the
St. Paul Companies to consider major funding for this project because it has
proved it is a public-spirited, public-minded institution which is anxious
to involve the public in the issues that affect them.

The study proposed by the League is unique and has not been done by any

other organization. While a national survey on collective bargaining is being
prepared by the Washington D.C. office of the Parent-Teacher-Student Association
(PTSA), dissemination of results will be limited to state PTSA chairmen,
presidents of local PTSA groups and to the Education Committees of state
legislatures.

The LWVMN project will be more focused, restricting itself to the Minnesota
community and its public school system. It also will be more comprehensive,
examining the effect of the laws on educational quality. The population
served by the League study also differs significantly from that of the PTSA
project. State and local PTSA officials will receive the League publications,
as will all members of the Minnesota State Legislature. The major target
audience, however, is the Minnesota citizen. Funding will enable the League
to distribute these publications free of charge to the borader public, as

well as to specific interest groups.

While direct. results of the publications upon readers will be impossible

to measure, LWVMN hopes that the information contained in the reports will
stimulate citizens to take a more active role in planning for the future

of our educational system. By increasing the public's awareness of the
problems facing the system, and by showing them their opportunities for
participation in the decision-making process, citizens will be better equipped
to provide input into an area which affects the entire community.

The publications themselves will be evaluated by a panel of selected publics.
composed of education editors, Citizens League members, school board and education
union representatives, Chambers of Commerce and education committee members

of the Minnesota Legislature. Criteria for evaluation will include: How

clearly is the information presented? Will the general public consider the
reports "readable?" How well is the subject covered? Are the reports unbiased?
What is the evaluator's subjective opinion of the publications? Are distribution
plans adequate?

Because providing information on issues of public concern is an ongoing mission
of the League, LWVMN has often worked in cooperation with a variety of other
organizations. It has co-sponsored public seminars with such groups as the
State Planning Commission, the UN Rally, Minnesota Society of Crippled Children
and Adults, the St. Paul Urban League, Minnesota Mrs. Jaycees, the AAUW,

St. Paul Junior League and the Minnesota Social Service Association.

LWVMN lobbying workshops have attracted organizations ranging from the Minnesota
Nursing Association to Save Our Elms. Participating in ongoing information-




sharing with the League are the Joint Religeous Legislative Coalition, Citizens
League, Common CAuse, the Governor's Crime Commission and the Hennepin and
Ramsey County Welfare Departments.

In 1976, the Léague entered into a coalition to register voters for the
presidential elections with the office of the Secretary of State, the
Minnesota Banking Association and both the Republican and Democratic parties.

For the past 50 years, the League of Women Voters has acted in the public
interest to improve the quality of life in our society. Its prime mission is
to add to citizens' knowledge and understanding of public issues and policies
in order to achieve more meaningful citizen participation in the decision-
making process of governmental bodies.

Public issues, however, are complex and interrelated. In the course of daily
living a citizen does not always have the time, the committment or the

desire to examine the issues or participate in the process. The process
itself may seem to be an insurmountable barrier. Unfortunately, opting out
presents an appealing path to many people, even though governmental policies
affect every facet of their lives. The League of Women Voters of Minnesota

has provided and will continue to provide ways for the public to be active,
informed participants in government. Motivating the citizen to make use of the
informatin the League provides is a problem the League hopes to help solve
through a more agressive program of community outreach.

LWVMN is known for providing quality publications, public meetings, workshops,
conferences and candidate fourms. It has a long-standing reputation for
fairness, fact-finding and non-partisanship. Its non-partisan activities

have benefitted society as a whole - not just women, or the poor, or urban
dwellers. It has a strong leadership and an intelligent and boradly-based
membership who are unusual in their sense of committment. For more than half
a century the LEague has carreid out its programs with virtually no public
funds, no United Appeal and very little monetary support from organized public
philanthropy.

The strengths of the League, however, are directly linked to some to the
problems it currently faces. While LWVMN is financially self-sufficient with
fund generated almost entirely from within the organization, it now faces the
need for outside financial support in order to achieve its goal of a more
effective, broad-based program for citizen involvement. In addition, the
emergence of many single-issue groups finds us actively competing for volunteer
hours. The changing role of women and their entrance into the job market

has also affected the amount of time members are able to spend on League
activities.

In the future, LWVMN sees an increasing shift from full-time volunteers to
part-time workers, assisted by paid staff. Although membership in the League
has risen slightly over the past two years, we anticipate more energetic efforts
to gain new members, particularly from the male segment of the population. To
support our expanded programs carried out in the public interest, the League
will actively seek funding from the resources of philanthropic foundations and




corporations. The prime mission of LWVMN has, and will continue to be,

an active and informed citizenry. We believe that the League of Women Voters
of Minnesota could be on the verge of a new era in its life and that our work
can play an even larger role in improving our society. It is a task we Fface
with both confidence and committment.




BUDGET .

For printing and distribution of 10,000 copies of three publications on
Public Employee Collective Bargaining and Teacher Tenure laws and their
impact on the quality of education in the Minnesota public shcool system.

Design and printing : -3950.00

Administration of project:
. Computer time and supplies
:Telephone
Travel
Copying
Supplies

Distribution:
Postage

4025.00
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Judy Medelman

Assistant to the President

League of Women Voters of Minnesota
555 Wabasha

St. Paul, MN 55102

Dear Ms. Medelman:

Thank you for forwarding your study of teacher collective
bargaining and tenure laws and their relationship to
quality education in Minnesota. I will see to it that

a paragraph is included in our Boardcaster so that
members desiring copies can request the same from your
office.

Sincerely,
ifed f ahir

Willard Baker
Associate Executive Secretary




LEAGUE OF WOMEN VOTERS OF MINNESOTA

565 WABASHA * ST. PAUL, MINNESOTA 55102 = TELEPHONE (612) 224-5445

July 15, 1977

Mr. Willard Baker

Minnesota School Boards Association
116 So. 3rd St.

St. Peter, MN

Dear Mr. Baker,

The League of Women Voters is currently involved in preparing a study on
Teacher Collective Bargaining and Tenure laws and their relationship

to the quality of education in Minnesota. Enclosed is a complimentary
copy of the first of the series of three publications resulting from

the study. It contains a description of existing laws and how

they operate.

The second Facts and Issues will examine issues and alternatives as

they pertain to the laws. The third Facts and Issues will contain an
objective analysis of the impact of the laws on the educational process.
The latter two reports in the series will be available in the early fall.
The publications will be distributed to service clubs, the Minnesota
Legislature, municipal, county and city officials, citizens organizations,
as well as to the general public. ~

If Boardcaster readers are interested in obtaining copies of the
publications, they shou'd contact the LWVMN office at 555 Wabasha, St.
Paul, Mn. 55102 or call (612) 224-5445,

We would appreciate it if you could include information about the
LWVMN reports and their availability in you next issue of Boardcaster.

Sincerely,

M qi.ci E'm-—

Judy Medelman
Ass't to the President




1730 M STREET, N.W., WASHINGTON, D.C. 20036 TEL. (202) 659-2685

memorandum

League of Women Voters Education Fund

THIS IS GOING ON DPM
January 1977

TO: State and Local League Presidents
FROM: Veta Winick, Public Relations Chairman
RE: Audio-Visual Transcripts of the '76 Presidential Debates

Although the '76 Presidential Debates are over, their importance to
the public is still with us. In light of this, we think you'll find
the attached flyer of particular interest.

The League of Women Voters Education Fund has officially endorsed a
set of four cassette recordings of the historic meetings. Available
for just $26.00 per set, they can be purchased from the 3R Sound Ltd
Company. As we indicated in the Fall '76 Voter, for every set that

is sold the League receives $2.00 to help defray the cost of producing
the debates,

If you haven't done so already, you'll want to let friends, neighbors,
schools and libraries know of their availability.

it # #

Contributions to the Fund are deductible for income tax purposes




. a classic treatment of Republican and Democratic positions.”
-Dr. Nelson Polsby, University of California at Berkeley

“(The) 1976 Presidential debates, a truly remarkable exercise in democracy.”

Barbara Walters
“Watching the presidential contenders confront each other before 85 million people, we are reminded again how
extraordinary is the American democratic political process.”

Christian Science Monitor, editorial, Sept. 27, 1976

. Worthwhile. (The debates) achieved their stated purpose of giving the electorate the chance to see and hear
the candidates grapple with key issues.”
—Morton Mintz, Washington Post, Oct. 24, 1976

“Voters can discern for the first time just what are the philosophical and political differences between the two
men . .. Not since 1960 . . . has a presidential race depended so heavily on a direct confrontation.”

U.S. News, Sept. 27, 1976
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“Distributed“Exclusively by 3R Sound Ltd.




GREAT 6°DEBATES »

® Unedited and authorized by the League of
Women Voters Education Fund

® Four Audio Cassettes in presentation
bookshelf binders

. .-iun'l'n"'"l'n!i;;a.-lj;i-:)J the

® Comprehensive index of questions

® A great gift idea

® Complete with a personalized certificate of
authenticity

® Part of the proceeds will go to underwrite
the cost of the debates

® Library of Congress Catalogue
Card Number(s): 76-741231-2-3-4

The League of Women Voters Education Fund and 3R Sound, Ltd. are proud to announce the availability of
Audio-Visual Transcripts of the 1976 Presidential and Vice-presidential debates.

Available on audio cassettes, video tape, and 16mm film stock, these living references represent one of the most
important events in American Political History.

The sets are invaluable study aids for researchers, educators, students and concerned citizens seeking a better
understanding of the democratic process in the bicentennial year.

All materials are produced under the supervision of 3R Sound, and are guaranteed against defects in material or
workmanship.

Now . .. you can share this great, critical, face-to-face discussion by the great major political party nominees for
president and vice-president. Rehear and review their stands on major campaign issues. Now, for the first time, at
your personal convenience, you can check a campaign promise kept or unfulfilled. Or, establish the authenticity of a
statement made or denied.

Every word spoken is here. The complete debates. The questions. The answers. Every word that went out on the
air. Yours, live on tape.

There’s never been anything like it. Remember America’s other historic confrontations? The magnificent
Lincoln-Douglass debates. The controversial Kennedy-Nixon debates. They are part of our printed historical record
only, with the latter on videotape but unavailable to the public at large. Not so with the Great Debates of *76.
These are available to you today. i

Take advantage of this opportunity to claim a part of American history. Send $26.00 for cassettes plus $1.50
postage and handling today. Other prices see below.

ORDER FORM

Name

Organization

Address

Signature

Please charge to my Master Charge card: mo, .

(T T TTTTTTTTTTTTT] expoael—T 7 meerbankvo. LT T T T 1

sets of four audio « @
sets o (
sets of color videc

sets of Y2 7 black & white video reels

(Prices for other media available on request, i.e., 16mm film stock)

SUBTOTAL
Please add postage and handling. Per order: $1.50 for audio tapes, $10.00 for video tapes
New York State residents, please add 8% tax (If tax exempt, enter tax exemption number)
Please enclose ch or money order payable to:
IR Sound, Lid., P.O, Box 314 Midwood Station, Brooklyn, N.Y. 11230, All orders must be prepaid. TOTAL




1973 PUBLIC EMPLOYMENT RELATIONS ACT
Minnesota Statutes 179.61 to 179.77

179.61 Purpose

... to promote orderly and constructive relationships between all public employers

and their employees, subject however, to the paramount right of the citizens of this
state to keep inviolate the guarantees for their health, education, safety and welfare.
... legislature has determined that overall policy may best be accomplished by;

(1) granting to public employees certain rights to roganize and choose freely their
representatives;

(2) requiring public employers to meet and negotiate with public employees in an appro-
priate bargaining unit and providing for written agreement evidencing the result of
such bargaining; and

(3) establishing special rights, responsibilities, procedures and limitations regarding
public employment relationships which will provide for the protection of the rights of
the public employee, the public employer and the public at large.

179.63 Definitions

"Director'" - director of mediation services established by 179.02

"Exclusive representative" - an employee organization which has been designated by a
majority of those votes cast in the appropriate unit and has been certified pursuant

to 179.67

"Teacher'" - any person other than a superintendent or assistant superintendent employed
by a school district in a position for which the person must be certificated by the state
board of education;

"Principal and Assistant Principal" - any person so certificated who devotes more than
50% of his time to administrative duties.

"Appropriate unit" - unit of employees, excluding...principals and assistant principals,
as determined pursuant to 179.71 (3) and in the case of school districts, the term means
all the teachers in the district.

"Terms and conditions of employment'" - the hours of employment, the compensation there-
for including fringe benefits except retirement contributions or benefits, and the
employer's personnel policies affecting the working conditions of the employees. In

the case of professional employees the term does not mean educational provisions of
179.66 regarding the rights of public employers and the scope of negotiations.

"Meet and confer'" 179.65

Public employees who are professional employees (teachers are) have the right to meet
and confer with public employers regarding policies and matters not included under 179.63

179.65(6)

...Principals and assistant principals may form their own organizations. An employer
shall extend exclusive recognition to a representative of or an organization of prin-
cipals and assistant principals for the purpose of negotiating terms or conditions of
employment...

Negotiation Process

179.65(4)
Public employees through their certified exclusive representative have the right
and obligation to meet and negotiate in good faith with their employer regarding
grievance procedures and the terms and conditions of employment...
.66(2)
A public employer has an obligation to meet and negotiate in good faith with the
exclusive representative of the public amployees in an appropriate unit regarding
griefance procedures and the terms and conditions of employment....




Negotiable Items

179.66(L)

A public employer is not required to meet and negotiate on matters of inherent

managerial policy, which include, but are not limited to, such areas of discre-
tion or policy as the functions and programs of the employer, its overall bud-

get, utilization of technology, the organizational structure and selection and

direction and number of personnel.

.63(18)

"Terms and conditions of employment'" means the hours of employment, the compen-
sation therefor including fringe benefits except retirement contributions or
benefits, and the employer's personnel policies affecting the working conditions
of the employees. In the case of professional employees, the term does not mean
educational policies of a school district.

Negotiation Process

1.

Teachers elect exclusive bargaining representative. An organization is certi-
fied as the exclusive representative upon receiving a majority of votes cast at
an election held by the appropriate unit. (All teachers of a district) (179.67)

School board and teacher organization choose negotiating teams. The board and
teacher group may choose one of their members or a committee of members to
negotiate, or they may hire an outside person specifically for this purpose.

5

Negotiators for each side prepare background material and proposals.

Negotiators agree on procedures - such as times and places of meetings, how
proposals will be made (in writing or not?), etc.

Negotiations are conducted as agreed on.

Such sessions appear to be open to the public - 179.69(2)

"All negotiations, mediation sessions, and hearings between public employers

and public employees or their respective representatives shall be public meetings
except when otherwise provided by the director."

If agreement is reached--

Contract must be executed by employer and employee, and the final draft signed
by both parties. 179.69(1)

Before signature, contract must be approved by school board and teacher organi-
zation unit (by vote). (This part of the process does not seem to be required
by PELRA.)

If impasse occurs--

(a) Mediation
Either party may request mediation by petition of the director of mediation
services, who then institutes procedures he "deems most expedient to bring
about a settlement". 179.69(1)

Arbitration

Must be certified by the director after determining that impasse has been
reached and further mediation is of no use. 179.69(3)

If employer requests arbitration and is certified, proceedings begin within
15 days and are binding on both parties. 179.69(5)

If requested by employee, employer has 15 days to reject request or agree
to submit matter to binding arbitration. 179.69(5)

If employer rejects binding arbitration, teachers may strike 179.6u4(7)




Arbitration procedure -

Public Employment Relations Board constitutes an arbitration panel from a
list of qualified arbitrators; may be three members, or only one if both
parties agree. 179.72(6)

Each party submits its final position to the panel. 179.69(3)

Panel may subpoena witnesses and evidence relating to the dispute and may
examine witnesses. 179.72(8)

Arbitration panel resolves the issues of dispute. Its decision is final
and binding. 179.72(7)

If the decision is rejected by the school board, the teachers may strike.
179.68(2,9)

The parties may settle at any time during the arbitration proceeding. 179.72(11)

Grievance Procedures

Contracts are required to include a grievance procedure which provides for
binding arbitration. 179.70(1)
"Grievance' means a dispute or disagreement as to the_interpretation or application
of any term or terms of any contract required by this section. 179.70(6)
If parties cannot reach agreement on a grievance procedure, they are subject to a
grievance procedure promulgated by the director. 179.70(1)




FACTS and ISSUES: EDUCATION
COLLECTIVE BARGAINING AND TENURE

League of Women Voters of Minnesota

April 1977

Minnesota's Laws

This is the first in a series of three Facts and Issues on
Tenure and Collective Bargaining in Education. This issue
on Minnesota’s laws gives a basic, factual description and
explanation of existing laws and how they operate. The
second Facts and Issues will examine the “‘educational
establishment’s’’ perception of these laws and the
strengths and weaknesses of the way they function. The
third Facts and Issues will look at some of the advantages
and disadvantages of these laws and some possible
modifications or alternatives to them.

COLLECTIVE BARGAINING AND
MINNESOTA TEACHERS

Background

Collective bargaining is a relatively recent concept in
public employment, although it is a familiar process in pri-
vate industry. Collective bargaining is described as group
action concerned with reaching common points of agree-
ment. Representatives of the employer and employees
negotiate to determine terms and conditions of employ-
ment, which are then formalized in written contract. Col-
lective bargaining is also a precedure for promoting con-
flict resolution. In Educators’ Guide to Collective Negotia-
tions, it says, . .. collective negotiation is not a game of
winners or losers. It is, in fact, a constructive relationship
for mutual problem solving.’"

Traditionally it was assumed that government workers
had no right to strike or bargain collectively, since their
employer was the public and they were providing an
“essential”’ service. However, as the range of government
jobs grew broader, the concept that civil service was basi-
cally different from private employment changed. In 1962
President Kennedy issued executive order # 10988 provid-
ing encouragement for unionization and collective bargain-
ing in the public sector. Public employee unionism has
grown rapidly over the last decade and is now a significant
factorin local, state and federal government operation.

Teachers, as public employees, have been a part of this
growth in public employee unionism. For many years
teachers belonged to professional associations, but
teacher organizations which function in the same manner
as unions are a relatively recent phenomenon. Minnesota
teacher organizations have reflected the nationwide
change from strictly “professional’’ associations with little,
if any, group impact on wages and working conditions, to
skilled bargaining agents for teachers in the state-man-
dated collective bargaining process.

Several factors can be identified as contributing to the
rise of teacher activism. School systems have become
larger and often more impersonal in the relationships
between administration and teachers. Increased public
expectations have caused greater demands on school
systems. Educational spending at all levels of government
has increased dramatically. Teachers are more highly
trained as the requirements for certification have
mandated more years of schooling and increasing
amounts of post-graduate training. In the years following
World War Il, when the demand for teachers was high and
the economy was relatively stable, teachers began to feel

that their tenure protection did not help them obtain an
income comparable to others with equivalent education.
Stephen Knezevich, in Administration of Public Education,
contends that ““teacher militancy seems to be related to
the desire of teachers to have a more significant role in the
operation of educational institutions.’"?

EARLY LAWS

The first labor relations law concerning Minnesota
teachers was the 1951 “No Strike Law.” This law pro-
hibited all state and local public employees from striking
and provided for adjustment panels to consider employee
grievances.

In 1967 the Legislature enacted the “Meet and Confer
Law,” which established a limited bargaining mechanism
for teachers. The law provided that school boards must
“meet and confer” with teachers in an effort to reach
agreement on conditions of “professional service.” If
agreement was not reached, an adjustment panel
composed of three representatives (one chosen by the
teachers, one chosen by the school board and a third
chosen by mutual consent) was to act as mediator. If
agreement could not be reached by the panel members, a
fact-finding report was issued. These findings were only
advisory, and all final, binding decisions remained with the
school boards.

Several problems which hindered satisfactory negotia-
tions under this law included:

1. the method of determining teacher representation on
the negotiating panel. Teacher organizations were rep-
resented by a panel of five in proportion to the relative
membership of the organization. This was said to lead
to either the minority organization’s representatives
being ignored, or to their sabotage of the majority
group’s efforts. Competition between the teacher
organizations was seen as divisive and leading to
increased militancy and antagonistic relationships.

. Principals and other supervisory personnel were
included in the teachers’ bargaining unit, although they
were more properly part of the management team, and
their needs were not necessarily similar to those of the
teachers.

. There was no provision for a formal statement of agree-
ment at the end of the negotiations. Often no written record
of what had been agreed upon during the bargaining
process was kept. Disputes arose over what agreements
meant, and in any event, the agreements had no legal
force; they were not binding.

. Good faith bargaining was not required by law, and
each side accused the other of a lack of honest effort to
reach agreement.

. The question of which items are negotiable were not
clearly defined by the law, leading to disagreements
over what was or was not an educational policy
decision.

. Teachers felt that the law still did not provide a satis-
factory balance of power, since the real power to make
decisions lay completely with the school boards.




The Public Employment Labor Relations Act (PELRA) bationary period. Technically the laws state whole years of

In 1971 the Public Employment Labor Relations Act was | A~ employment, but because they also specify that a decision
passed to give greater structure to public employee labor : e @ G not to renew must be received by the teacher by April 1,
relations. This act was extensively amended in 1973 and 1' el dhiiste > the district in fact has less than the full time in which to
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the exclusive bargaining representatives of the district’s
teachers and with the bargaining representatives of the
principals and/or administrators if they have formed bar-
gaining unit(s).

The exclusive bargaining representative is chosen by
secret ballot of the bargaining unit. The employee organi-
zation receiving a majority of votes in the certification elec-
tion becomes the representative. Once an organization is
certified, another election may not be held for at least one
year. Most teachers in Minnesota belong to one of two
organizations — the Minnesota Education Association
(MEA) affiliated with the National Education Association
(NEA) or the Minnesota Federation of Teachers (MFT), an
affiliate of the American Federation of Teachers (AFT),
which is a member of the AFL-CIO. The MEA is the older
organization, and until recently was opposed to “militant”
actions. However, as teacher activism increased, the
approach of the MEA has become very similar to that of
the MFT. In general, the MEA is stronger in the metropoli-
tan suburbs and outstate districts. The MFT is the bar-
gaining agent for both Minneapolis and St. Paul and some
of the larger suburban and outstate districts.

The exclusive bargaining agent represents a/l of the
employees in the unit. For example, if the MEA affiliate
wins the certification election in a district, it represents all
of the teachers in the district regardless of whether they
belong to the MEA. The law provides that the exclusive
bargaining agent may collect a “fair share" fee for its ser-
vices from non-members. This fee may be up to 85% of
the regular membership dues. A number of grievances
have been filed with the Director of Mediation Services
challenging the assessments made by some bargaining
agents, claiming that they have overcharged non-members
for their services. To date no decision has been made on
these challenges.

The teacher organization elected the exclusive bar-
gaining agent chooses its negotiating team, which may be
a single member or committee of members, or an outside
person hired specifically to negotiate on its behalf. The
school board negotiating team may consist of board
members or administrators or a professional negotiator
hired to represent them.

What is Negotiable

What subjects may be discussed during bargaining and
then included in the master contract? According to the
law, public employers and the exclusive representative of
public employees meet to enter “into an agreement with
respect to terms and conditions of employment.”” Speci-
fically, this means the hours of employment, compensa-
tion including fringe benefits (but excluding retirement
benefits), and “the employer’s personnel policies affecting
the working conditions of the employees.” Not negotiable
are “‘matters of inherent managerial policy,” including
such things as overall budget, organizational structure,
and selection, direction and number of personnel. The law
further states that ‘“‘educational policies of a school
district” may not be considered as negotiable ‘‘conditions
of employment.”” Educational policies must be discussed
with teacher organizations on a meet and confer basis at
the request of the teacher organization, but they are not

negotiable in contract talks.

Also negotiable are the details of the grievance
procedure which must be part of the contract and which
must include binding arbitration.

In spite of the law’s attempt to clearly state what is and
is not negotiable, there is disagreement over what issues
can be defined as “educational policies” and thus
excluded from the bargaining table. It is generally agreed
that the salary schedule, compensation for extra duties,
insurance, sick leave, other leaves of absence, and similar
items are negotiable. But how, for example, is “hours of
employment” to be defined? Clearly, it means the length of
the working day is negotiable, but does it also mean that
the school year calendar is negotiable? ;

Most disagreement centers around the definition of
“working conditions.” Where is the boundary between a
teacher’s working conditions and an educational policy
decision? The issue of “‘class size’’ is a good example of
this dilemma. Teacher organizations argue that the size of
the classes they teach is a vital factor in their working
conditions, since larger classes are often more difficult to
handle and sometimes even dangerous, e.g. industrial arts.
They argue that classes which are too large prevent them
from utilizing their best professional skills even more than
an antiquated building might.

On the other hand, school board members assert that
the “teacher-pupil ratio,” and thus class size, is a policy
decision which must be made by the board. They want the
district administration to retain its prerogative to adjust
educational programs and curriculum without being
locked into a set maximum class size. Board members
often believe lowering class size may lead to increased
costs the district cannot afford. Some see teacher interest
in class size as primarily a self-interested move to retain
more jobs.

In general, teachers believe that it is to their advantage
to have as many issues as possible included in the master
contract, thereby making them subject to grievance
procedures. As professionals, teachers believe that they
have the competence and the right to be a part of the
policy decision making process in their school districts.
Conversely, school boards believe that they cannot abro-
gate their responsibility for making the policy decisions for
their school districts.

As a practical fact then, in each individual district the
answer to the question, “what is negotiable?'’ is — “‘what-
ever issues both sides are willing to bargain about."

The Negotiation Process (Refer to the flow chart above)

When the employee group is ready to officially begin
negotiations, it formally notifies the school board. This
usually takes place in March or April of the year in which
the old contract is due to expire. According to PELRA,
teacher contracts cover two years beginning July 1 of each
odd-numbered year. The duration of contracts with all
other employee groups (including principals and
administrators) can be negotiated but cannot be longer
than three years.

Before formal negotiations begin, both the school board
and the employee organization develop some negotiating
goals and convey to their negotiating teams their
strategies for the new contract. Each side prepares back-
ground material and proposals and agrees on procedures.

The negotiators for both groups meet and attempt to
reach agreement on the terms and conditions of employ-
ment for the coming years. These meetings are all
considered open public meetings. If the board and
teachers fail to reach agreement, mediation is requested.
The Director of Mediation Services furnishes a mediator
whose function is to bring the two bargaining groups
together and try to find common positions on which they
can agree. Those meetings are also open unless the
Director of Mediation Services closes them.

The Arbitration Process

In the event that a school board and an employee group
come to an impasse in their negotiating processes, either
party may request that the matter be settled via binding
arbitration.

The PER Board is required to keep a list of trained arbi-
trators. When a dispute has been submitted, it provides
the parties involved with a list of seven arbitrators. The
parties alternately strike names from this list until three
names remain, unless they have agreed to use only one
arbitrator. A coin toss is used to determine who strikes the
first name.

In reaching decisions, arbitrators confine their
considerations to matters pertaining to “terms and condi-
tions of employment’’ as defined in PELRA. The law speci-
fies that arbitrators must carefully consider the financial
limitations pertaining to operating a school district as well
as the legally defined management rights and obligations
of school boards.

The arbitration panel conducts formal hearings and may
subpoena witnesses; it administers oaths to and examines
witnesses. The district court in the county has authority to
help subpoena witnesses.

The arbitration panel must render its decision within 10
days of the beginning of the arbitration proceedings. The
final ruling is determined by a majority vote of the three-
member arbitration panel. The panel then transmits its
orders to the PER Board and to both parties involved in the
dispute. The decision of the arbitrator(s) is considered
binding. If at this point the school board does not accept
this arbitrated agreement, the employees have three
alternatives: they may charge an unfair labor practice and
receive injunctive relief and/or damages in district court;
they may strike; or they may continue to meet and nego-
tiate with the school board. (School boards and employees
may continue to meet and negotiate during mediation and
arbitration. Even after the arbitration decision has been
rendered, they may write their own final contract.)

If the administrators (and others who do not have this
right to strike) request arbitration, it must proceed and is
binding on both parties.

Arbitration panel members are paid $100 per day plus
expenses, with both parties to the dispute sharing these
costs.

PELRA and the Right to Strike

PELRA permits all school district employees except
administrators (who are classified as '‘essential
personnel’’) to take part in a strike if: 1) during negotiations
the mediator declares an impasse, the employee group
requests binding arbitration, and the school board rejects;
2) the school board rejects the arbitration panel’s decision.

If an illegal strike occurs, an employee who does not
report to work is presumed to be on strike. The employee
has the right to appeal and prove he/she was not on strike,
with the district court having ultimate jurisdiction. The
school board may terminate the contract of an illegal
striker. It may rehire that person, but he/she will then be on
probation for two years. lllegal strikers need not be com-
pensated for days they were not working.

If an employee organization violates the strike laws, it
loses its position as exclusive bargaining representative for
at least two years, and the school district need not auto-
matically deduct its dues from paychecks of member
employees.

Unfair Labor Practices

One of the most important provisions of PELRA is the
requirement that public employers and employees bargain
“in good faith.”” If a school board or employee groups
enters the negotiation proceedings with the statement (or
intent) that their opening offer is their final one and they do
not intend to move from that stated position, this is con-
sidered to be an example of “’bad faith bargaining.”

School boards may not prohibit or discriminate against
employees joining an employee organization. Nor can they
penalize any employee for exercising his/her legal rights,
including the use of the grievance procedures. The school
board cannot refuse employee organizations’ requests to
see budget, finance or revenue information on the district.
Nor can it violate negotiating rules established through
PELRA.

Employee organizations cannot coerce employees to
join an organization or to vote for a particular organization
for exclusive bargaining agent. It cannot call or abet in any
way an illegal strike, nor can it refuse to comply with an
arbitration decision.

MINNESOTA TENURE LAWS

Minnesota actually has two teacher “tenure’’ laws. The
first was the Teacher Tenure Act (M.S. 125.17) for cities of
the first class passed in 1927. The second, the Continuing
Contract Law (M.S. 125.12), was passed in 1953 and
applies to all school districts except Minneapolis, St. Paul
and Duluth. In the discussion that follows, the general
term tenure will refer to both the Teacher Tenure Act and
Continuing Contract Law unless otherwise noted. The
basic intent and provisions of the laws are similar.

ES and damages.
Decision is
binding on
both parties.

What Does Tenure Mean?

Tenure means that once a teacher has satisfactorily
completed a probationary period he/she cannot have
his/her contract terminated, or even be demoted (i.e.
reduced in rank or transferred to a position carrying a
lower salary), except for certain causes specifically spelled
out in the law and then only after a hearing if he/she
requests one.

Who is Covered by Tenure Laws?

Although the language differs slightly between the two
laws, the term teacher applies to every person regularly
employed who is required to hold a certificate from the
state department of education. This includes not only
classroom teachers, but principals, supervisors
(consultants), superintendents, counselors, school
librarians, school social workers, etc.

What is the Purpose of Tenure Laws?
Court decisions have stated the purpose of tenure laws
in the following terms:

The purpose of the teacher tenure legislation is to
protect the educational interests of the state by pre-
venting arbitrary demotions and discharges which
are unrelated to their ability.’

The purpose of teacher tenure laws is to promote the
good order and the welfare of the state and school
system by preventing removal of capable and experi-
enced teachers by political or personal whim.*

The purpose of teacher tenure laws is to protect
competent and worthy instructors and other
members of the teaching profession against unjust
dismissal of any kind — political, religious or
personal — and to secure for them teaching condi-
tions which will encourage their growth in the full
practice of their Erofession, unharried by constant
pressure and fear.

Inherent in the tenure legislation is the policy that a
school board is required to do more than simply appoint
licensed instructors. A Minnesota court, in 1974, ruled that
tenure was not intended to "‘place unreasonable restric-
tions on the powers of school boards.'’® The law demands
that permanent appointments be made only if teachers are
found suitable after a qualifying trial.

What is the Probationary Period?

The probationary period encompasses a teacher’s first
consecutive years of teaching in a school district. During
this period the school system is to evaluate the teacher’s
performance and determine whether that teacher is
competent to receive tenure, a permanent position in the
district. The length of the probationary period varies from
seven months for teachers who have held tenure in one
Minnesota district and are transferring to another Minne-
sota district outside first class cities to about two and a half
years in cities of the first class. Teachers beginning in non-
first class city districts have a one and a half year pro-

boards do not have to prove those causes at a hearing as
they do in the case of a “tenured’” teacher. Under M.S.
125.12 (continuing contract), a statement of reasons for
dismissal is given only at the teacher’s request along with a
statement that adequate supervision was furnished and
the nature and extent of that supervision. Courts have not
upheld a probationary teacher’s right to attack the quality
or quantity of that supervision.” A probationary teacher
who is discharged in this manner cannot appeal this action
unless there is some evidence of fraud, malice, or violation
of his/her constitutional rights (such as free speech). A
school district may not, however, dismiss a probationary
teacher simply to avoid granting tenure.

How Can a Tenured Teacher Be Released?

A tenured teacher can be released only for specific
causes enumerated in the law. While grounds for dismissal
and procedures for release of '‘tenured” or “‘continuing
contract’”’ teachers are basically the same, there are sev-
eral technical differences which will be pointed out as
applicable.

Procedures for Dismissal

Once a school board has determined that it believes one
of its teachers should be released based on one of the
grounds listed above, it must rigorously follow certain pro-
cedures in order to dismiss that teacher. This due process
was written into the law for the protection of the teacher.
In the past, many cases brought against teachers were dis-
missed because proper procedures had not been followed.
This happens less frequently now as school boards and
administrators have become more familiar with these
requirements. All procedures must be completed by April
1, or the contract will be automatically renewed.

Charges against the teacher must be made in writing
and filed with the clerk of the school board. In 1st class
cities the school board may disregard charges brought by a
person outside the school system if it so chooses.

Notice to Teacher — In Continuing Contract districts,
the teacher must be given written notice of the specific
items of complaint and a reasonable time within which to
remedy them. If after this reasonable time the complaint
charges have not been remedied, the teacher must be
given written notification of the following: 1) that his/her
contract is being terminated, 2) the grounds for the
proposed termination in reasonable detail, 3) a statement
that the teacher may make a written request for a hearing.
The teacher must request a hearing within 14 days. In 1st
class cities teachers must have notice in writing of a pro-
posed dismissal at least 10 days prior to a hearing for
dismissal.

Hearings for Dismissal

Teachers must be given reasonable time to prepare for a
hearing. This hearing shall be public or private at the dis-
cretion of the teacher. Each party has a right to counsel
and to subpoena, examine and cross-examine witnesses.
Written transcripts of the hearing must be made available
to either party.

Evidence at the hearing must be substantial and
competent (no hearsay). This means that testimony of




witnesses must be based on what they have actually
observed and not what they have heard from others.
Witnesses must be competent in the area of their
testimony. For example, a principal may or may not be
competent to testify about the musical ability of the band
director but would be competent to testify about sound
educational policy and teaching practice. Many courts
now accept superintendents as expert witnesses when
making judgments regarding a teacher’'s competence in
educational practice.

For example, if a district wished to prove a teacher guilty
of insubordination, they would have to show that: 1) the
conduct had actually occurred, 2) a school rule against
that conduct existed, 3) the conduct of the teacher
violated the rule, 4) the teacher made no attempt to
comply with the rule, 5) the teacher’s motives were not
admirable in breaking the rule, 6) harm actually resulted
from violation of the rule, 7) the rule was reasonable, 8) the
rule was within the authority of its maker, 9) enforcement
of the rule was not discriminatory or biased, and 10) it did
not violate the first amendment of the Constitution.

The Decision

If the decision is against the teacher, the decision must
be given in writing, stating the grounds on which that deci-
sion is based (including the findings of fact based on evi-
dence in the record) within a specific period of time. In any
case, notification of termination must be no later than
April 1. Termination of a contract is by majority vote of all
members of the school board. If the decision is in favor of
the teacher, this decision is entered in the minutes of the
school board, and all references to the charges and hear-
ings are excluded from the teacher’s file.

Grounds for Dismissal

Judicial Review

The district court may review the decision of the board
only to determine whether the decision was based on sub-
stantial and competent evidence and whether proper pro-
cedures were followed. The court cannot hear new
evidence.

Seniority and Unrequested Leave

Until M.S. 125.12 was modified in 1974, there were no
“seniority’’ rights granted by tenure laws. Court decisions
had upheld the right of school boards to determine their
own criteria and use their own discretion in determining
which tenured teachers would be released because of lack
of pupils or discontinuance of positions. While the law has
always been clear that all probationary teachers must be
released before any tenured teacher qualified to hold that
position can be terminated, it has been only recently that
the law spelled out in detail how reductions in the tenured
teaching force are to be made.

In cities of the 1st class, ““any teacher whose services are
teminated on account of discontinuance of position or lack
of pupils shall receive first consideration for other positions
in the district for which she is qualified. In the event it
becomes necessary to discontinue one or more positions,
in making such discontinuance, teachers shall be discon-
tinued in any department in the inverse order in which they
were employed.””

In other Minnesota districts teachers’ contracts are not
immediately terminated because of discontinuance of
positions; instead teachers are placed on “unrequested
leave' (without pay or fringe benefits). The significance of
this unrequested leave status is that, for up to two years,
these teachers are to be reinstated to the positions from

A teacher may be immediately discharged for any of the following reasons after a hearing:

Ist Class Cities

® immoral character, conduct unbecoming a teacher, or

insubordination

e failure without justifiable cause to teach without first

securing the written release of the school board

e affliction with active tuberculosis or other communicable
disease (a cause for removal or suspension while teacher is

suffering such a disability)

@ discontinuance of position or lack of pupils

@ inefficiency in teaching or in the management of school (A
teacher can be discharged for this reason only during the
school year, and then only if the charges are filed at least
four months before the close of the school sessions for

that school year.)

All Others

@ immoral conduct, insubordination or conviction of a

felony, or conduct unbecoming a teacher which requires
the immediate removal of a teacher from his classroom or
other duties

e failure without justifiable cause to teach without first

securing the written release of the school board

e continuing physical or mental disability subsequent to a 12

month’s leave of absence and inability to qualify after that
time.

e willful neglect of duty or gross inefficiency which the

teacher has failed to correct after reasonable written notice

In addition, there are grounds which do not require immediate discharge of a teacher but which may serve to terminate
his/her contract at the close of the school year. In Continuing Contract districts these grounds include: a) inefficiency, b)
neglect of duty or persistent violation of school laws, rules, regulations or directives, ¢) conduct unbecoming a teacher which
materially impairs his/her educational effectiveness, or d) other good and sufficient grounds rendering the teacher unfit to

perform his/her duties.

Many of these terms are very broad, and there are no precise legal definitions of their meaning. However, there are guide-
lines which have given some common meaning to many of these terms. Incompetency or inefficiency includes a lack of know-
ledge in the area to be taught or an inability of a teacher to impart such knowledge effectively to students.? It may also include
failure to maintain discipline or physical mistreatment of students. Unprofessional conduct is widely interpreted and
determined in large measure by its impact on the school. Such conduct does not necessarily have to be in front of students.
Insubordination is a constant or continuing intentional refusal to obey a direct or implied order, reasonable in nature and given

by proper authority.

The Continuing Contract Law is very specific regarding the procedure a district must follow when discharging a teacher
because of physical or mental disability, particularly when the teacher refuses to consent. Suspension can come only after the
teacher has been examined at the school board’s expense by a qualified doctor. The examining physician must be the
teacher’s choice from a list of three provided by the school board. If the teacher fails to submit to an examination, the board
may discharge him/her. In the case of mental illness, if the examining physician’s statement is unacceptable to the teacher or
board, a panel of three physicians or psychiatrists are selected, one by the teacher, one by the board, and one by the two
selected doctors. They then examine the teacher. If the teacher is found to have a disability, he/she is suspended for 12
months and may then be reinstated upon evidence from a physician of sufficient recovery. If the teacher does not qualify for

reinstatement after 12 months, he/she may be discharged.

which they have been given leaves of absence or, if that
position is not available, to other available positions in the
school district in fields in which they are certified, in order
of seniority.

Right to Recall

Unless a school district negotiates a different method
with its teachers in its master contract, a district must
observe the following procedures for determining which
teachers are placed on unrequested leave and for which
teachers are to be rehired as positions become available.

1) All probationary teachers must be placed on
unrequested leave before any continuing contract teacher
certified in that area can be placed on unrequested leave.
No new teacher may be appointed while a properly certi-
fied teacher on unrequested leave is available to fill the
vacancy. When positions become available in the district,
the teacher on unrequested leave with the highest senior-
ity who is certified in that field must be offered that posi-
tion. If that teacher fails to notify the district within 30 days
that he/she will accept that vacancy, then the teacher on
unrequested leave with the next highest seniority certified
in that field will be offered the job. That person then has 30
days in which to reply, etc.

2) Probationary teachers may be placed on-unrequested

~ leave in inverse order of their employment.

3) Continuing Contract teachers shall be placed on
unrequested leave in fields in which they are certified in the
inverse order of which they were employed by the school
district. These teachers shall be reinstated to the positions
from which they have been terminated or, if not available,
to other available positions in fields in which they are
certified in the order-of seniority.

A key distinction in this language is certified. Many
teachers are certified in fields in which they have not
taught, or have not taught recently. If, for example, three
math positions were to be cut, the three math teachers
with lowest seniority would lose their positions in the math
department. Suppose those teachers were Mr. Jones with
five years of teaching in the district, Mrs. Smith with four
years, and Mrs. Johnson with four years. If Mrs. Smith
also happened to be certified in art, regardless of whether
she had ever taught it, she could move to the art depart-
ment and replace Mr. Nelson, who had taught art in the
district for three years. Suppose that during the year that
Mr. Jones was on unrequested leave, he went back to col-
lege and received certification in Special Learning and
Behavior Problems (SLBP). With his five years’ seniority,
he would then be rehired over Miss Olson the following
year, who had only been teaching SLBP classes for four
years.

4) Teachers being placed on unrequested leave have all.

the procedural right guaranteed in the dismissal process. A
district must grant a hearing to each teacher requesting
one and complete the hearing process before April 1
regardless of the number of teachers it is dismissing. This
means that placement of 35 teachers on unrequested
leaves must begin soon enough to complete all 35 hearings
before that deadline.

5) Teachers on unrequested leave are eligible for
unemployment compensation if otherwise eligible, or they
may take any other teaching or non-teaching job while on
unrequested leave without jeopardizing their right to be
recalled as positions become available. They do not lose
credit for previous years of teaching experience or other
continuing contractual rights.

6) The only exception to seniority in the reduction of a
district’s teaching force is if it is in violation of that
district’'s affirmative action' program. In that case, the
district may retain the probationary teacher (remember
teacher in this sense also means principals, administrators,
etc.) or teacher with less seniority. The affirmative action
provision is in the Continuing Contract Law (M.S. 125.12)
only. The St. Paul school district, a city of the first class, is
now in court challenging the retaining of less senior
teachers on the basis of affirmative action programs, since
this is not written into M.S. 125.17, which governs first
class cities.

7) Where teachers have equal seniority, the determina-
tion of who will be placed on unrequested leave is
negotiable. The Attorney General’s office has ruled that
seniority is based on the date on which that teacher began
employment and not on the date on which he/she signed
the contract. Thus all teachers who begin teaching in the
district on September 2, 1972, would have equal seniority.
Some districts have chosen to use contract signature date
or personnel file number in determining seniority rank, but
this is not required by law.

It should be noted that seniority is not the same as
number of years of teaching experience. A teacher who
taught in a district for five years and resigned rather than
take a leave of absence, then taught for two years after
returning to the district, would have only two years senior-
ity, as would a teacher who had taught for eleven years in
one district and only two years in his/her new district. It
should also be noted that seniority is based on when the
teacher was first employed by the district. Therefore, a
teacher who had taught half time as a reading tutor for
four years would have greater seniority than a classroom
teacher who had taught full time for three years.

This Facts and [ssues has dealt with the existing laws and how they
operate. The second Facts and Issues in this series will examine how
members of the educational profession such as school board members,
superintendents, and teachers view these laws. The third in the series will
describe possible modifications and alternatives to these laws.

Research for this publication was supervised by Betty Shaw. Principal
contributors were Connie Hoverson, Lorraine Clugg, Katherine Putnam,
Joyce Abramson, Diane Brook, Sue Rosenfeld, Karen Davidman and Jan
Bray.
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The Letter of the Law

The Education Amendments of 1978 (P.L. 95-56)
to Title | of the Elementary and Secondary
Education Act

On November 1, 1978, the Education Amendments of 1978,
which extend Title | of the Elementary and Secondary Educa-
tion Act of 1965 through September 30, 1983, were signed
into law

Title | is the largest federal education aid program. Under the
new statute, its main purpose remains the same: providing
federal funds to local educational agencies (LEASs) in order to
help them meet the special educational needs of children from
low-income families. Funds are allocated to states through a
formula based on poverty, then distributed to LEAs. Most of the
nation’s local school districts get Title | funds, which must be
ysed to supplement the regular education programs funded
with state and local resources. Most Title | funds are spent on
basic skills, specifically remedial math and reading.

Safeguards built into the legislation in order to maintain the
categorical, compensatory nature of Title | programs have been
retained, although LEAs that operate state-funded compensa-
tory programs with goals similar to those of Title | will now have
more leeway in spending Title | funds.

The 1978 amendments modify the way funds are distributed
to states and within LEAs. They also significantly strengthen
parent involvement, state and federal administrative and en-
forcement requirements and complaint procedures.

Distribution of funds to states

Formula for basic grants Two changes have been made in
the way basic grants are distributed to states: 1) Half of the
funds in excess of the total fiscal year (FY) 1979 appropriation
will be distributed according to a formula using the Census
Bureau's 1975 Survey of Income and Education (instead of the
1970 census) to estimate population and one-half of the national
median to define poverty (instead of the poverty level); 2) Start-
ing in FY 80, the basic formula will count 100% of the children
from families receiving AFDC rather than only two-thirds.
State incentive grants States that establish compensatory
education programs directed to school districts with high con-
centrations of poor children are eligible for additional payments
up to 10% of the state's basic Title | allocation or 50% of the
state's compensatory education expenditures, whichever is less.
Concentration grants $400 million is authorized in FY 79
(and such sums as necessary for the four succeeding years) for
grants to school districts in counties with concentrations of
low-income children above 20%, or with 5000 or more low-
income children. Each state will get at least 4 of 1% of the
national appropriation, and within each county funds will be
distributed to LEAs according to a weighted formula that gives
more money to districts with higher proportions of low-income
children.

Distribution of funds to school
attendance areas

School attendance areas continue to be eligible if they have
more than the district-wide average or percentage of low-
income families. If the school district's funding level is insuffi-
cient to provide programs for all the educationally deprived
children in eligible attendance areas, as has been the case since
Title I's enactment, then officials must rank all of the eligible
areas according to their relative degree of poverty and serve
them in the order of their ranking.

However, the 1978 amendments contain the following excep-

tions to the ranking procedure:

[] If an attendance area is not eligible but the school servicing
that area has an actual enroliment of children equal to or greater
than the district-wide number or percentage used to determine
eligibility, it may be designated as a Title | school.

[ ] A hold-harmless feature provides that an area that might be
ranked too low to receive funds but that did receive them in
either of the two preceding years will retain its eligibility.

[] A particular attendance area in a school district may be
"“skipped over” in the priority list for receipt of Title | funds in
favor of a lower-ranked area that has more children who need
Title | programs (see Which children are eligible).

[] An attendance area may be skipped over if all the education-
ally deprived children in that area are already receiving, from
non federal sources, the same type and quantity of services that
Title | would provide,

[ ] Under the 1976 regulations, an eligible area was defined as
one having 30% of its children from low-income families. Under
the new law, any area in which 25% of the children are from
low-income families can be targeted to receive funds. But the
poverty eligibility can be lowered only if the total amount of
funds received from Title | and similar state programs equals or
exceeds the amount of such funds spent during the previous
year in Title | schools.

[ An LEA may distribute Title | funds to attendance areas
according to educational deprivation rather than according to a
poverty measure, but only if the district-wide parent advisory
council consents and the state education agency (SEA) agrees
that this shift would not substantially impair the delivery of Title |
services to educationally deprived low-income children.

Program and administrative
requirements for LEAs

Which children are eligible? Title | programs may be pro-
vided only to those educationally deprived children most in
need of services, as identified through a mandated annual
educational needs assessment. The needs assessment is also
used to determine the areas of instruction for the Title | pro-
gram. Children who were once identified as the neediest eligi-
ble children, but who no longer are, may continue in Title |
programs if they are still “educationally deprived.” A school
district may continue to provide services to a Title | recipient
who is transferred in midyear (e.g., for purposes of school
desegregation) to a school without a program

Private school children will continue to be eligible for Title |
services. The new law includes a provision requiring equal
expenditures for private school children, taking into account
the number of children served and their educational needs.
School-wide projects The new law allows a Title | program
to serve all children in a school in which at least 75% of the
children are from low-income families. To operate such a pro-
gram, the LEA must develop a comprehensive plan to meet all
the special educational needs of the children and must consult
with parents, teachers and students. Also, the school's average
per pupil expenditure must be at least as great as in the
previous year.

Applications and evaluations School districts will no
longer have to submit annual applications to the state for fund-
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ing. Instead, they will submit applications for a three-year pe-
riod and will update them as necessary. Correspondingly, LEAs
will be required to evaluate programs only once every three
years, rather than annually

Program and administrative
requirements for SEAs

Monitoring local school districts For the first time, SEAs
are required to give technical assistance to local school officials.
The statute specifies that if an LEA fails to meet statutory re-
quirements, then the state must withhold funds and require the
payment of misspent funds. Before approving an LEA applica-
tion, an SEA must consider the results of federal and state
audits and monitoring reports, complaints filed by parents or
other individuals and evaluations conducted by the LEA.
Reports to the Office of Education (OE) Each state must
submit a monitoring and enforcement plan to OE at least once
every three years. This plan must be made available to parents,
state and local auditors and others. However, the requirement
for filing an annual state Title | plan has been eliminated. Now
states may submit a one-time plan with the necessary assur-
ances.

Administrative costs The amount paid to states for adminis-
trative costs has been increased from 1% to 1.5% of their allot-
ment. The increased 2% must be used for monitoring, audit
resolution, enforcement or similar compliance activities.
State Title | programs With only slight modifications, states
will continue to operate programs for migrant children, handi-
capped children and children in institutions for neglected or
delinquent children.

Parent involvement

Besides mandating a role for school boards and teachers in
planning and evaluating Title | projects, the new law greatly
strengthens parent involvement in Title | programs. The law
specifies that parents must be permitted to participate in setting
up Title | programs, informed of the programs’ goals and given
a chance to make recommendations about those goals. Parents
also must be advised of their children's progress and must be
allowed to assist in carrying out Title | programs

Parent advisory councils (PACs)

But by far the most significant parent involvement is through
parent advisory councils (PACs). The law outlines new require-
ments on how PACs should be set up and how they should
operate. There are two kinds of mandated PACs: district advi-
sory councils (DACs) and school advisory councils (SACs).

Role of PACs DACs and SACs will be responsible for advising
school officials in the planning, implementation and evaluation
of Title | programs and projects. Each member of a DAC or SAC
must be given a free copy of the Title | law, federal regulations
and guidelines for Title | and relevant state regulations and
guidelines. The SEA must give each DAC a copy of any reports
resulting from state or federal auditing, monitoring or evalua-
tion activities in the DAC's school district. Also, if an SEA
withholds funds from an LEA, the DAC must be informed.

Training for PACs The new law requires school officials to
train PACs for effective participation in Title | programs. The
training program, to be developed in full consultation with the
PACs, must be described in the LEA application for funding.
And Title | funds may now be used for PAC training, including
expenses associated with PAC members attending training
sessions.

District Advisory Councils (DACs) Each school district
receiving Title | funds must establish a DAC that:

[[] has as a majority of its members parents of children partici-
pating in Title I;

[] includes individuals representing children and schools eligi-
ble for Title | but not receiving funding;

[ ] is composed of members elected by parents in the school
district (the regulations will spell out whether the electorate
consists of parents from Title I-served schools, project attend-
ance areas or all parents),

[[] allows teachers who do not live in the school district but
who teach in Title | schools or project areas to be eligible for
election to the DAC;

[] allows parents of children who live in a school attendance
area that is eligible for Title | funds, or attend a Title | school, to
be eligible for election to the DAC (even if a parent has a
different residency).
School Advisory Councils (SACs) Each school or project
area that has a Title | project serving more than 40 students and
having at least one full-time staff member (or the equivalent)
paid with Title | funds must have a SAC that:
[] has as a majority of its members parents of children partici-
pating in the project area or school:
[[] makes teachers who do not live in the school or project area
but who teach there eligible for election to the SAC:

If a school or project area serves as many as 75 students,
then the SAC must
[] have at least eight members;

[] elect members for two-year terms (after which they may be
reelected);

[[] elect its own officers after members are elected:

[[] meet a sufficient number of times during the year to carry
out responsibilities according to a schedule set up by the SAC
and at locations chosen by the SAC.

OE and parent involvement For the first time, OE is man-
dated to sponsor workshops for local school officials on how to
work more effectively with Title | parents and PACs. The Na-
tional Institute of Education (NIE) will also assess parent in-
volvement, including an examination of training programs for
PACs. NIE will report on the results to Congress and make the
assessment available to the public.

Complaint resolution

The new law requires LEAs, SEAs, and OE to develop proce-
dures for investigating and resolving complaints. The proce-
dures must include:

(] time limits for complaint resolution, (local limit, 30 days:
state limit, 60 days);

[_] an opportunity for the complainant (or a representative) to
present information about the complaint and question the rele-
vant officials;

[T] an appeals process:

[] publicity about and distribution of the procedures:

OE must develop written procedures for receiving and re-
solving appeals of complaint decisions, receiving complaints
directly and conducting independent investigations. These
procedures must include:

[] a time limit of 60 days for complaint resolution (barring
unusual circumstances);

[[] achance for the complainant (or a representative) and local
and state officials to give information about the complaint:

[] notification to the relevant DAC and SAC, the complainant
and state and local officials of both the decision about the
complaint and the right to appeal—within 10 days of the deci-
sion. The notification must include an explanation of why the
complaint was resolved as it was and of the federal complaint
procedure

Federal administration

The new amendments expand OE’s authority for enforcement
and administration by requiring OE to:

[] adopt procedures to assure the timely and appropriate res-
olution of audit findings;

[_] prepare and disseminate to SEAs, LEAs, PACs and others a
Title | policy manual;

[] put in writing specific findings relating to the approval of
state applications;

[_] report to Congress, in conjunction with the mandated bien-
nial evaluation report, on enforcement of Title |.

In addition to continuing OE's authority to withhold funds, the
new law permits OE, alternatively, to enter into compliance
agreements with SEAs that are out of compliance with Title |,
provided that parents and interested parties do not object.

Researched and written by Marlene Provizer, Human
Resources staff coordinator, LWVEF.

C) 1979 League of Women Voters Education Fund
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HOW WILL WE PAY FOR OUR SCHOOLS?
FINANCING PUBLIC EDUCATION
IN MINNESOTA (K-12)

I. CURRENT STATUS CF PUBLIC FINANCING

A. INTRODUCTION

"The stability of a republican form of government depending mainly upon the
intelligence of the people, it is the duty of the legislature to establish a
general and uniform system of public schools...(and to) make such provisions by
taxation or otherwise as...will secure a thorough and efficient system of
public schools throughout the state."

Article XIII, Section 1, Minnesota State Constitution

In response to this mandate, the Minnesota legislature, like lawmaking
bodies in most other states, established a statewide network of schcool
districts. By state law, these districts were run by locally-elected school
boards which enjoyed considerable autonomy in how they operated their schools.
Quite naturally, their diversity led to an extremely wide range of educational
opportunities in the state.

REFORM MOVEMENT

Sporadic efforts at reform were made, but it took the reawakened social
consciousness of the mid-Twentieth Century, including the civil rights movement
and other social change efforts, to generate a movement to redress unequal
educational opportunities. Many people recognized that being black or white
made a difference in the education an individual could expect; being rich or
poor made a difference; being from a community that valued or did not value
education made a difference; living in a property-rich or property-poor school
district made a difference. Numerous court challenges reflected the general
consensus that an overhaul of school funding was due.

Many Minnesotans saw the need for changes which would bring the state's
school financing system more into spirit with the constitutional mandate "to
establish a general and uniform system" of education. Due to their efforts,
school finance laws in Minnesota underwent major reform as part of the 1971
Omnibus Tax Act. Widely known as the "Minnesota Miracle," the law had as its
main goals to equalize tax effort of property owners while at the same time
promoting greater equalization of school expenditures throughout the state. 1In
order to achieve these ends, the state Legislature and the Governor assumed the
dominant role in reforming the system. The legislature continues to have a
large role in the joint state-local effort to finance schools.

AMENDMENTS TO THE 1971 LAW

In the decade since, numerous amendments to the original Act have reflected
significant changes in schools and society not anticipated by those who drafted
the 1971 law. Inflation, declining enrollment, the increasing needs of special
groups, and, most recently, declining state revenues in a recessionary economy
have prompted these amendments.

Some believe the amendments have "fine-tuned" the law; others think the
changes have turned the Minnesota Miracle into an unwieldy instrument,
unresponsive to present needs.

The Ieague of Women Voters of Minnesota (LWWMN) was actively involved in

fforts to pass the 1971 law, lobbying from its 1969 position on educatiin.
That position, derived from member study of equal opportunity in educationn
was: "Support of increased state responsibility in creating equal public
educational opportunities for all Minnesota children through measures to

correct racial imbalance and insure adequate financing of public schools."




Details of that position have enabled IWW lobbyists tt support many of the
changes made in the law during the past decade.

Have these "adjustments" caused a loss of many of the law's original
features, those designed to distribute funds equitably and reduce reliance on
the local property tax? Educators and the concerned public have begun to ask
for a reexamination of Minnesota's school financing system. What was
appropriate in 1971 may not be what schools need in the 80's. Only by looking
cllsely at the current law, with all of its adjustments, and judging it against
current needs can we determine whether a new "miracle" 1s necessary to provide
equal opportunity for Minnesota's school children.

METHOD OF STUDY

In carrying out this study, the LWMN research committee read widely and
interviewed many state leaders in government and education. They also used the
results of interviews conducted

ction of Minnesota school districts (large
and small, rich and poor) to prcvide a sense of the thinking around the state.
A summary of the responses to this survey is in the concluding section of this
paper.

The researchers believe that s study fairly presents information about
Minnesota's school finance system and possible options for change. Informed
Minnesotans must decide what method of paying for public schools can best meet
the education needs of the state's children.

NOTE ON FORMAT

Footnotes are indicated by numbers in parentheses, since the computer printer
ce

does not print superscripts. Notes and sources for each chapter are listed at

the end of that chapter.

Resource people who spoke to the study comnittee or were interviewed by
comittee members are listed in Appendix A.

ADDITIONAL COPIES

Additional copies of this paper, as well as a less detailed, typeset
version ("Facts & Issues"), may be obtained from:

LEAGUE OF WOMEN VOTERS OF MINNESOTA
555 Wabasha St.
t. Paul, MN 55102
(612) 224-5445
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B. MINNESOTA LAW
AND SOME PROBLEMS WITH IT

ifhe 1971 Qmnibus Tax Act was not passed until October, after a lengthy
spocial session during which the Governor and lawmakers went through an arduous
process of compromise. The Act serves as the basis for the current school
financing law in Minnesota. According to the State Department of Education
(SDE) publication Update, "The shift in financing and the change in emphasis
were so great that...a federal bipartisan commission hailed the new law as 'The
Minnesota Miracle'." (1)

The main impetus for this drastic change was a growing tax revolt among
property owners in Minnesota, similar to the Proposition 13 movement which took
place in California in the late '70s. Therefore, equalized tax effort, rather
than equalized school expenditures, was the principal thrust of the law. This
is perhaps its most "miraculous" feature: in solving our pressing problem, tax
inequities, it also solved problems for education.,

However, what proved to be a solution to the problems of the early '70s
has, a decade later in a period of statewide recession, created funding
problems at all the state's political levels, including city, county and
school district. Because of the tying together of local and state fiscal
fortunes, local units of government have all suffered from the state's revenue
shortfalls in the early '80s.

But the problems of Minnesota's financing of education are not solely
recession-related. An overview of how the current law works should make this
clear,

Schools in Minnesota are finmanced by a combination of state and local
monies (with some additional funds, about 6%, which we will not discuss here,
from federal sources). The state share of this money is divided among thhee
aid programs, Foundation aids, categorical aids, and tax relief aids.

THE FOUNDATION FORMULA

The Foundation Formula includes Foundation aid from state tax sources and
property tax revenues from local levies. The state portion of this formula,
Foundation aid, constitutes 70% of the total state aid to school districts.
Iocal districts are unrestricted in their use of this aid and the related
property tax revenues to meet their current operating costs.

The local property tax portion of the formula is based on district ability
to pay as measured by property valuation in the district. An equalization
factor determines what proportion of the funds comes from state aid and what
from property tax in each district. The higher the property valuation, the
less a district gets from state aid, and vice versa.

Equalization Concept

According to Minnesota Senate research analyst Joyce
Krupey, "The underlying equalization concept of the foundation formula has six
characteristics:

"]l. The state should guarantee some basic dollar amount for each pupil to
be educated in the public schools.

i The revenue to fund this basic guarantee should come from a
combination of state aid and property tax.

"3. The rate of property taxation for this basic guarantee should be equal
among districts.

"4, An equal rate of taxation should guarantee equal dollars per pupil
unit for at least a portion of the formula.

"5, Property taxes should be based on an equalized property valuation
system.

"6. The proportion of state money going toward funding the basic guarantee
should depend on the amount raised by a given rate of property tax applied to
the equalized valuation.

"Equalization in this context refers to an equal minimum rate of taxzation
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among school districts which supports a minimum guarantee of equal dollars per
pupil unit. Above these minimums both tax rates and dollars per pupil vary
greatly among districts depending upon varying student needs, district costs,
and district education and tax choices." (2)

Illustration of Formula

There were in 1981-82 five parts to the Foundation Program. All but cne
could be made up of both state and local monies. Beginning in 1983-84, a sixth
part, Low Fund Balance Aid and Ievy, will be added. The chart on the next page
entitled "Foundation Formula Program," based on one prOVLL ed by the SDE,
illustrates how state aid and tax levies are combined to arrive at the total
formula amount for each district,

The illustration is not proportionally accurate. The Basic Foundation Aid
and Ievy |usually represents about 77% of a district's monies. The
supplementary components are not equal either. For example, in 1982-83 the
local referendum will account for 3.2% of the total Foundation Program
statewide, up from under 1% in 1981-82. (That percentage could prove to be
even greater in succeeding years.)

The diagonal lines dividing the boxes are not meant to imply that state and
local shares of a component are equal. The shares are, of course, different
for each district, depending on the district's ability to pay as measured by
property valuation. Note that some components are not fully equalized by the
state.

Some definitions are necessary for an understanding of the formula and the
chart illustrating it:

Levy - money raised from tax on local property.

Aid - state funds from the income and sales taxes added to the local levy
so that the total provides equal dollars per pupil unit in all districts
(Grandfather and ILow Fund Balance components are not fully equalized).

Pupil Units - weighted count of students in a district, taken each year and
used as bawf° for the guaranteed dollar amount of the Foundation Formula. The
weighting depends on several factors, lncju‘jng the qrf”' level of the student
and whether the student's family receives BAid to Families with Dependent
Children. For example, a kindergarten child is congiﬁered .5 pupil unit, while
a secondary school student is counted as 1.4 pupil units. The weighting is an
attempt to take into account the differing costs of educating different
children.

Iegislature sets allowance and tax rate

The amount of the Basic Foundation Formula is detemined by the state
Legislature. Increases have been made through the decade, partially in
response to inflation, but considerably below the inflation rate. The 1971
average pupil unit cost was $663, and the formula was set at $600 for 1971-72.
The formula for 1981-82 was set at $1333.

One of the criticisms of the Foundation Program is based on the somewhat
arbitrary means used for arriving at the formula allowance. Education
committees of both the House and Senate tend to bargain on this point, arriving
at an amount that the state budget will bear which has 1little direct
relationship to the real costs of educating students (although they may take
costs into account).

The Iegislature also sets a required rate of taxation (mill rate) that must
be levied 1locally to provide the district's tax portion of the basic formula.
The 1971-72 rate was 30 mills. In 1981-82 the rate was 21 mills, and the rate
for 1982-83 was set at 23 mills plus one optional mill. Aids for 1982-83 are
computed using 24 mlllo. (equalized mills)

Added Components

Because it 1is recognized that there are cost differences from district to
district, adjustments in the total Foundation Program have been made over the
last 10 years. Some of the adjustments have made the distribution of funds




more equitable; others have tended to disequalize the distribution. Each of
these adjustments has added a component to the basic Foundation Formula.

The first supplement to the basic foundation formula is the Grandfather Aid
and ILevy. It has becone one of the most controversial parts of the law in
recent years. In 1971, when the greatest effort was made to equalize spending
throughout the state's school districts, those districts that had been spending
over the state's average were allowed to continue raising that amount through
local property taxes. That additional levy is now equalized with state aid for
districts with below average property values. For other eligible districts,
the full amount comes from the property tax.

The original intent was te gradually reduce the Grandfather allowance so
that high-spending districts would be brought down to the state's average
within 40 years. 1In fact, that reduction never occurred, and districts that
were high spenders in 1971 still have the option to maintain a higher spending
level today. The disequalizing effect is cbvious. 1In 1981, 177 districts of
the state's 432 received a Grandfather allowance of between $1.00 nd $475.00
per pupil unit. The other districts had no Grandfather allowance.

During the brief 1982 legislative session an attempt was made to combine
the state contributions for Replacement aid and Grandfather aid and divide the
money equitably among all the school districts. That attempt failed (but the
legislature did adopt the Low Fund Balance allowance in partial response to the
problem) .

The second supplement to the basic foundation formula is the Replacement
Aid and Ievy, which is a system of shared state and local funding for the costs
associated with sparsity and enrollment change. Prior to 1980-81 aids for
these two were computed separately. Declining or growing districts got
"phantom pupil units" to average out costs associated with enrollment change
over a period of time, while isolated and small districts got special sparsity
aid. These aids were fully paid by the state prior to 1980-81, when they
became a shared state-local responsibility. The amount comes from aid and levy
in the same proportion as the basic foundation formula. This revenue was
received by 424 of the 432 school districts in 1981-82. The highest per pupil
amount from Replacement revenue was $284.

Declining enrollment has been one of the major problems to hit the s
schools in the last decade. No provisions were made to address costs due to
enrollment change in the 1971 Omnibus Tax Act. However, revisions have
recognized the funding problems that accompany rapid increases or decreases in
enrollment.

Recently many districts have learned that, of the two, decline may be the
more difficult to deal with financially. A district may lose a substantial
amount of money as its pupil units decline, yet incur no reduction in costs.
For example, a district with a K-12 enrollment of 500 students might lose 50
and, therefore, realize a 10% loss in aids. Yet, if those students were lost
at the rate of four per class, it is possible that there would be no reduction
in staff, no cost savings in equipment and utilities, and little savings in
supplies.

When reduction in staff does take place, by Minnesota law the teacher with
least seniority (who is, typically, the lowest salaried teacher) is the one to
leave. The savings are less than if a teacher getting an average or high
salary is lost. The large number of school closings throughout the state in
the last few years demonstrates how widespread a problem enrollment decline has
become.

The third added component, dating from 1979, is the Discretionary Aid and
Levy. Bowing to those who call for more local control, this component is
optional, permitting school boards to supplement the basic aid and levy with
this additional revenue. High staff costs or expanded program offerings might
be reasons why a district would opt for this aid and levy.

The Discretionary component raises per pupil unit per mill the same amount

.




that would be raised under the basic formula per pupil unit per mill of tax
levy, subject to a legislative limit on the number of mills a district may
levy. In 1981, 314 of the state's 432 districts used this option. The maximum
allowance set by the Iegislature for 1982-83 is 2.25 mllls guarant\:d to raise
$138.52 per pupil unit. The law allows for a reverse referendum by voter
petition on this levy.

The fourth supplement to the Foundation Formu]a, added during the 1982
legislative session but not available until 1983-84, is the Low Fund Balance
Aid and Ievy. Fund balances in many school districts were depleted following
The withholding of school aids during the 1981-82 state deficit crisis. This
allowance is the i@glalature's attempt to make up for some of that loss.,

Only districts with balances below $316 per pupil unit will qualify. The
guaranteed amount will be $60 por pupil unit, with state aid and local levies
contributing proportionately for those eligible districts in the lowest 75% of
property values., For the 25% of eligible "high value" districts, this
component will be 100% local le

The final supplement to the Foundation Program is the Refe fenﬂuv Ievy,
locally generated and unmatched by state aids. The only limit on this 1s what
the 1local voters will accept. Ballot proposals are exprgbuvd in mills and the
amount raised by that millage in the first year, for a specific year or years
or ongoing. In 1981, 171 of the state's school districts had money raised from
local Referendum levies, passed in that year or earlier, which they used Lj
supplement their Foundation funds. mno amounts varied from $?i.
unit to $1411,34 per pupil unit. Since 261 districts had no mone 5€
referendum levies in 1981 and most dthrcho face financial crises, a lar
number of districts are likely to hold referenda to ask for additional tax
money in the near future.

This, then, is the basic format of the Foundation Formula Program.,
According to the SDE, "The purpose of the Foundation Program is to establish an
equitable partnership between the state as a whole and the individual school
districts which operate public schools. It assures that all school districts
will have an adequate educational program." (3)

There are several questions one might ask. Is the state really funding an
"adequate educational program" under the current structure? Is the Foundation
Program with all its "adjustments" equalizing or disequalizing education
opportunities? Should changes be made?

CATEGORICAL AIDS

Categorical aids are distributed to local districts to support specific
categories of programs agreed upon by the Iegislature, the SDE and local
districts. Some of these are mandated programs, some are optional. They are
designed to address certain problems not dealt with under the original 1971
Ominbus Tax Act. Many of them have been supported by the League of Women
Voters.

A percentage of the costs, different for each type of aid, is paid by the
state. These aids ar= akin tﬂ the idea of Program-Based Funding (see section
on that subject), which is espoused by sowe who are dissatisfied with the
Foundation system of Efunding by pupil unit. They believe pupil unit funding
may distort true cost and need factors.

The major categorical aids are Transportation aid, Special Education aid,
and Secondary and Post-Secondary Vocational aid. There are over a dozen other
miscellaneocus categorical aids, for such programs as Gifted and Talented
Students, Indian Education, Engish As a Second Ianguage, and Commnity
Education.




Transportation aid is a large and growing portion of state aids to local
districts. Even though enrollments in both public and nonpublic schools have
declined since 1971, the number of students transported has increased every
year. These increases are due to desegregation efforts in the three major
urban districts, pairing or consolidation between districts, increases in
programs for bandicapped pupils, increases in shared time between public and
nonpublic qchools, and high energy costs. Transportation costs for
extracurricular activities or field trips are borne solely by the local
districts onL of their general funds (Foundation maniﬂs) The proportion of
transportation costs covered by the state was decrease n 1981-82 as part of

the legislative response to increasing costs of ttauaportatlon and decreased
state revenues.

1

Special Education aids go to school districts based on their costs of
nstruction and supplies (one of the few current programs for which funds are
tied to real costs, although the state's percentage contribution was recently
decreased). These are mandated programs and they are costly. Districts must
provide educational services for the speech impaired, mentally retarded,
physically handicapped, hearing and vision impaired, learning disabled,
emotionally disturbed, and pupils with special behavioral problenms.

Vocational Education aids, both secondary and post-secondary, are also
appropriated to districtc phuqn;..j to the costs of instruction and equipment.
Some of the costs of post-s ry vocational ﬂ”r“LLlon are met by tuition.

There  have baon sugge ;'udg -hat the rate Sofd‘uify Vocational
Education and  Indust Arts programs provide cessary and costly
duplication of services. ‘hese who support caq;lnued separation of the
programs argue that o is specifically career-oriented while the other is
concerned with more generally applied ife skills. There have also been
suggestions that post-secondary vocational schools, the Area
Vocational-Technical lnc*ltqu ught =  be grouped with the K-12
responsibilities of the 1local school districts but rather should be
administered by the other st educational institutions, 1i.e.
community colleges or the state col or universit ty system.

Although the other ca rical 3 have a minimal impact on total
state financing, they addres: m.'__~ fically that might otherwise

ent programs have

-

be ignored. Total monies spen 1 Talented Stuc
not been great, but the LWV has besen ling proponent of this kind of
state aid. Similarly, the special needs of the recent immigrant population in
Minnesota schools have been addressed by the English As a Second Language and
the Bilingual Education programs.

e legislators argue that categorical aids, the scope of which has beer
expanding throughout the past d",an*, violate the spirit of the 1971 Tax law.
They claim that these Q1Ju are di ualizing. Some school officials as well as
legislators complain that, in some cases, programs are mandated at the state
level that local districts may not want to provide or be able to afford.

TAX RELIEF AIDS

Tax relief aids are non-equalized components which constitute about 15% of
the state aid distributions to Minnesota school districts. They provide
property tax relief to owners of both homestead and agricultural property.
School districts also get aid in lieu of taxes for some types of property
within their districts which are exempt from local taxation, e.g., Taconite tax
revenues and Attached Machinery aid. A state Minimum aid which guarantees at
least $800 per pupil unit from a combination of aids and credits is paid to
eligible school districts with agricultural land comprising 60% or more of the
assessed valuation of the district. In 1981-82 no district was eligible for
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Minimun aid. The state pays tax relief aids to the school districts at the
same time that it distributes Foundation aids.

Tax relief aids reduce the levy certified by a school board; thus districts
that are "off the formula" in terms of Basic Founiutlon aid ac .h111y qn.

considerable amount of state aid for tax relief, The effectiveness of t
tax relief aids in guaranteeing equitable tax burdens st L:”Ji_ is de )1"1
is possible that they will be the next components of the financing formula to

undergo "adjustments."

IN SUMMARY

‘ogether the components of the Foundation Formula add ip to varying amounts
of revenue per puﬁ€L un*“ 4r1 vd1w1n4 tax rates, all a 'f.Jlt of historical
spending levels, n recognized by lqu%LF ecisions, and local
decisions on tax lﬁalc%. ILLaL Foundation =) er pupil unit in 1981-82
ranged from $1344 to $2894, due to diff 1 district entitlements in the
components that supplement the Basic Foundation 2id “nJ Levy.

We have provided an overview of the current Minnesota school ancing law
with a few of its problems. People frequently complain about ' £
the funding system. But if the complexity ]
fun%inq, iP should not be criticized. 1Is the couuio. ity 3sary’?

funding system providing equal educ fIL.lO’_lul opportunity for -'ll!‘lﬂ.?..f;-')‘.la students?

NOTES

1. s quoted ir he M y_VOTER : |: Ieague of Women Voters of
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C. RECENT DEMOGRAPHIC
AND ECONCMIC DEVELOPMENTS

What has happened in our country and state during the last decade that ha
created problems in school finance? We examine below some significant trend
in demographics and economics and their effects on spending for education.

&
S

POPULATION CHANGES

School children are becoming ecreasing proportion of the nation's
population, During the '70s the percentage of respondents to the Gallup Poll
of Public Attitudes towa Puhllc Schools who had children in school dropped
from 50% to 32%. ublic school enrollments were 1 reasing in Minnesota
through the 1971-72 school year, when our current financing laﬂ was passed, and
have decreased steadily since.

MINNESOTA ENROLIMENT IN PUBLIC SCHOOLS (K-12)
o

Number of Students Peak Yr.

1971-72 (peak) 916,355
1981-82 736,000
1984-85 (projected) 708,649
1990-91 (projected) 738,757

Source: Minnesota State Department of Education

1980 census shows that ”t“ﬁ number of Minnesotans over 65 has

and the state's srwmﬁ1-uq >d population--children 5 to 17--has de e
bj 170." (1) Only the 11 fas gfu-ﬂ : pw_:i'v' i :ﬂ; state had increase
in school age population bx \n 1970-1980. ' rprising that the 1la
has not been able to adequat *ly deal with the Pluﬂluiﬁ CE enrollment Uécllne,
which were not foreseen in 1971.

ECONOMIC CHANGES

Political and economic forces df"”tlrl the state, both internal and
external, have had a generally negative impact., Minnesota was cne of nine
states to index personal income taxes between 1978 and 1980. Six of these,
including Minnesota, experienced a loss in state revenues by the end of 198
Some critics argue that Minnesota over-indexed, but the most likely cause for
this decline in revenues is the severe national recession which besgan in 1981.

Although Minnesota has traditionally enjoyed some immunity to sharp
fluctuations in income levels, as reflected in national average statistics, in
1981 this was not true. The greatest losses in individual perscnal income in
Minnesota occurred in mining and construction, with a 6. z‘ overall decline,
while national income grew 8.3% in this category (largely due to development in
the sunbelt).

In all areas of employment, Minnesota personal income grew at a rate that
did not keep pace with inflation. Minnesota personal income rose 10.3% in
1980-81, while the national average iWFCLﬁ rose 11l.6%. According to the
Ppnﬂ;wjr Price Index, the most commonly used guide to the inflation rate, there
was in 1979-80 a lj 6% and in 1980-81 a 1U.41 inflation rate.

At the same time that Minnesotans are experiencing both a reduced personal
income and reduced state tax revenues, the New Federalism of the curren
national administration is creating major cutbacks in federal aid to states and
localities. In funding for elementary and secondary education, the federal
share of Minnesota's Lcu01tlon dollar has generally been around 6%. In 1981-82
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the percentage dropped to 5.2 (while the national average was 8.1%). School
programs that were federally funded must either be eliminated or their costs
must be picked up at the district level, where competition for dollars is
growing.

Federal cutbacks in all areas of local and state services have, in 1982,
been about 4%. In the previous two years, federal aid to Mlﬁncgota had grown
12.2% and 10%, respectively, making the % reduction seem even greater in
comparison. Indications are that the reduction in federal dollars will
continue,

In times of change, state governments F£ind themselves in a critical
position between federal and local levels of government. When cutbacks at the
federal level occur more rapidly than they can be absorbed at the local level
(or when local expenditures increase), the state is in the middle, suffering
the major shock, Since states are constitutionally required to maintain
balanced budgets, this squeeze may demand some fancy footwork.

School aids represent such a major perukrcanh of the overall state budget
that it is no wonder that periods of fiscal crisis for the state impact heavily
on school financing. As one school board lobbyist put Lt, referring to the
canbined effects of the changes in population 51J the drop in state revenues,
"I can see us being put in the position of fighting for tax dollars with the
elderly and the handicapped...Not a pretty picture

NOTES

1, "Census figures give us picture of ourselves,
18, 1982, pp. 1A and 8A.

Minneapolis Tribune, April
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D. THE COURTS AND SCHOOL FINANCE REFORM:
LEGAL OPINIONS OF THE LAST DECADE

The 10th Amendment to the U.S. Constitution states that powers "not
delegated to the United States...nor prohibited...to the States," including
presumably powers to provide for public education, are "reserved to the
States...or to the people." Thus, legal responsibility for education rests
with the states, specifically with the state legislatures. Generally a state
constitution *Pqulraﬁ the legislature to establish and maintain a thorough and
uniform system of free public schools throughout the state,

Local school boards act as agents of the state legislature, wielding only
those powers delegated to them. That may coiee as a surprise to many of us
since local control has become such a significant issue.

Individual states have attempted to meet their obligations for equalization
of educational opportunities through the development of some sort of state
financial aid plan, More than half of the states have passed school finance
reform laws since 1960. Court cases are pending in several others. Pressure
from the courts was and is a factor influencing legislators to take action to
improve equality of access to good public education in the United States.

The U.S. Constitution, in what is known as the equal protection clause of
the Fourteenth Amendment, states that no state shall "deny to any person within
its Jjurisdiction the equal protection of the laws." Thus the protections of
the Constitution were made applicable to citizens within the states,
superseding state laws. Equal protection to all classes of persons can, in
theory, be applied to state education laws, including those which pertain to
the financing of public schools,

While it may not be what our nation's founders expected, free education for
all has becone a foremost article of American u’tuutdﬁv, CfUL:JJGd in an
official way in court opinions--both majority and dissenting—-on cases
affecting public school finance.

SERRANO V. PRIEST

"...in a democratic society free public schools shall make available to
all children equally the abundant gifts of learning."
Serrano V.,

Priest, California, 1971 (487 P.2d1241) (1)

Landmark school finance reform cases were Serrano v. Priest T and IT (487
P.2d1241-1971 and 557 P.2d929-1276). The first case invalidated the California
system of school finance on constitutional grounds. Relying predominantly on
the local property tax, the financing system discriminated against the poor,
making the quality of a child's education dependent on the wealth of his or her
parents and neighbors. The California Supreme Court called for fiscal
neutrality: an equal tax levy must mean equal amounts of money to spend on
each pupil in every d3~*"1ﬁt

In Serrano v. Priest II, the California Supreme Court accepted the
proposition that a na;1+1ww correlelation exists between expenditures per pupil
and the quality and extent of availability of educational opportunities. While
some difference in spending levels is necessary because of differing
educational needs, the court ruled that the disparity existing then in
California wviolated the state constitution's equal protection clause. The
doctrines of fiscal neutrality and equal expenditures to provide equal
opportunity were accepted as guides for the reform of school financing systems
in several other states.

Minnesota had its own "“Ser

i U. S. District Couw

rano v. Priest™ case in 1971l. In Van Dusart v.
Hat rt Judge Miles Lord held that the then current
Minnesota system of public school financing violated the equal protection
guarantee of the 14th Amendment. By financing more than half of school costs
from local property taxes, Minnesota made spending per pupil a function of
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local wealth rather than the wealth of the state as a whole. The judge ruled
that public school education is a "fundamental interest" and thus within the
protection of the 14th Amendment equal protection clause. Classification of
districts by wealth does not serve a compelling interest of the state, nor is
emphasis on local control denied by denying this class ltLCdLlon However ,
absolute equality of scheol expenditures is not rﬁjdir“d the judge ruled.
John E. Coons was counsel to the plaintiffs in Van Du gjili_jﬁifgh:d and
the d\ ision Generally parallels Coon's analysis in Private Wealth and Public
(see section on District Power Equalization) and Lhc-, California
no cases, in which Coons participated.

DECISION OVERRULED?

However , the U.S. Supreme Court decision in San Antonio v. Rodriquez, (411
U.S.1 1973) seems to overrule Judge Lord's decision. Justica Powell held for
the majority that, while it is one of the most important services performed by
the state, ed"ratlon is not a fundamental right afforded CKG]]CLL or implicit
protection under the U.S. Constitution. If education was a constitutional
rlght, it would be a basic or minimum education, not an equal one. The court
held that state laws do not have to choose the most reasonable method for
protecting local control of public schools; they need only show that the
"challenged state action rationally furthers a legitimate state purpose or

nLerast."

This decision overturned a U.S. Diqkriht Court ruling that the Texas school
finance system, under which 50% of school financing cams from state aid, was
unconstitutional under the Fourteenth ; endment

In his dissenting opinion, Justice 'f‘;'*-.l.-f-'__;r_w:xf:' Marshall objected to the

ajority position as written by Justice Powell, saying, "The majority decision
represents an dnrupb departure k,om the istream of recent state and federal
court decisions." He added, "In my jt ent, the right of every i American to
equal start in life, so far as the provision of a state service as important
education 1is concerned, is far too vital to pe Lnlt ¢ liscrimination
grounds as tenuous as those presented by this record.

OTHER COURT DECISIONS

Other decisions have followed, based on wording in each state's
constitution or interpretations of the TFourteenth Amendment, with somewhat
contradictory ass Tt10W3 of the level of equal opportunity that must be
achieved by a state's school finance laws.

In Wisconsin, lF/u: since education is a local, not a state nor national
matter, local property taxes can be used to finance education only in the
district where they have been raised.

In Virjinia, 1978: neither education, nor participation in intermural
sports, is a fundamental rlgut.

In Colorado, 1979: the cbjective of public education is to enable persons
to achieve the ability to function as contributing citizens in a pluralistic
society of ordered llb;fby-

In Florida, 1979: there is no funda*e: tal U.S. Constitutional right to
education, hut Florida law “wquitcs the education of students.

In No. Car., 1979: children have a property interest in public education.

In GChio, 1979: the freedom of the commmity to devote more dollars to
educating its children if it wants to and for it to participate in decisions
about how those local tax dollars will be spent are reasonable "local control"
goals for a state law to protect.

In New York, 1980: once a state chooses to provide public education, the
right must be available to all on equal terms.

In Virginia, 198l: the cost to a district for the education of one
handicapped child must be reasonably balanced against all the educational needs
of the district.

In the most recent ruling, the U.S. Supreme Court held that illegal alien
children have a constitutional right to a free public education. The court
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announced in June 1982 that a 5-4 majority had upheld two lower federal court
decisions which declared unconstitutional a Texas law refusing state funds for
the education of the children of illegal aliens.

Associate Justice William Brennan stated for the majority that education is
not a right under the U.S. Constitution, but that once a state provides it for
sane children, it must make education available for all .children. Education
plays a fundamental role "in maintaining the fabric of our society" and must be
given special protection.

In an unusually clear example of the sharp difference of opinion within the
court (and among other students of the issue), Chief Justice Warren Burger
wrote for the minority, "the Constitution does not provide a cure for every
social ill, nor does it vest judges with a mandate to try to remedy every
social problem." (1)

Is either wealth or geography permissible base for classifying children
for the purpose of determining how much is to be spent on their education? 1Is
wealth or geography so related to maintaining local control over the schools as
to be considered "reasonable"?

Conflicts over school finance methods pit beliefs in a democratic society's
need for equal opportunity for all of its children to receive the full benefits
of education against beliefs in individual freedom and local control of
schools. This conflict in values is discussed further in following sections.

NOTES

1. References to court decisions list volume number, court reporter series
title, and page for beginning of case. In series title, U.S. stands for the
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Federal Supplement.

2. "Illegal aliens win right to schooling," Minneapolis Star and Tribune, June
16, 1982, p. 1.
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IT. CONFLICTING GOALS: THE LBEGAL,
LEGISLATIVE AND SOCIAL CONTEXT

A, SCHOOL RESPONSIBILITY FOR SOCIAL CONCERNS

What is the school's responsibility for social concerns, that is,
nonacademic programs or services or targeted academic programs which benefit
society as well as individuals (examples are drug abuse programs and hot
breakfasts)? If there is a limited number of dollars, what is most important
for schools to do? Are schools the best place to reach the most children and
targeted adults with social service programs? If they are, should basic
education funding be separated from the funding for these programs? If so,
how?

SHIFTING EMPHASES

During the last 30 or so years, as public concern shifted from
technological to social to economic issues in the United States, U.S. education
systems responded by changing emphasis. The society of the late 1940s and
'50s, caught up in the tensions of the Cold War and the launching of the
Russian Sputnik, demanded technological superiority. Thus, Congress in 1958
created the National Defense Education Act. This legislation provided for the
training of teachers and the academically elite, especially those in science,
math and foreign languages.

By the mid-Sixties, the mood had changed. This time society demanded equal
educational opportunities for all. The Congress, in 1965, passed the
Elementary and Secondary Education Act (ESEA), which provided a wide range of
educational services intended to increase the quantity and quality of education
in the United States. It especially reached out to the poor, disadvantaged,

and handicapped. This Act, and further legislation given impetus by it,
expanded and extended the role of the schools.

Both acts of Congress poured billions of dollars into education. Both made
positive strides before the next major shift. In the first instance, students'
Scholastic Aptitude Test scores peaked by 1963. In the second instance, 87% of
the teenage population in the country is now considered functiocnally literate.
(1)

By the mid-Seventies, the emphasis in education had shifted again. This
time the key force was, and still is, economic. Because of inflation and the
sagging U.S. economy, people bearing the financial burdens are, in turn,
exerting pressures on every level of government and on institutions such as the
school system. As Robert S. Zais, Kent State University associate professor of
curriculum and instruction, has stated, "personal financial distress is a most
effective cure for an acute case of social consciousness." (2)

SOCIAL PROGRAMS IN THE SCHOOLS

The dilemma of education is that the schools have been delegated multiple
responsibilities, often without adequate means to carry them out. Schools have
been given these tasks because a) the students are a captive audience, hence
easy to identify and reach out to; b) the thinking has been to identify and
meet the needs of the poor, disadvantaged and/or handicapped early in life, so
that they may develoo their potential as individuals and fully functioning
members of society; and c) they are well known, accessible places in almost
every community. And, while there are constituent pressures for the schools to
maintain their social programs, there are also pressures to "return to the
basics"--reading, writing, arithmetic——and abandon other roles.

Examine the programs and services that many of the schools in Minnesota
offer. Some are federal- or state-mandated. Others have been initiated at the
local level. They are funded by federal, state, and/or local money. Complex
problems of overlap can result, which sometimes lead to objections at the local
level about the burdens of administering them.
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Some of the programs and services offered in Minnesota's public schools
(although not all are in all schools) are:
-special education for handicapped, mandated by federal and state legislation;
-vocational education for students and adults;
—cocurricular and extracurricular activities, including sports, music groups,
and many others;
-commnity education, including classes for adults, summer school, recreation
programs, and day care;
-child nutrition, including lunch, breakfast, and milk programs;
-ESEA Title I, the federal program for improvement in basic skills;
-migrant education;
—-Indian education;
-pupil personnel services, including counseling, health, and career planning;
-preschool screening for health and developmental problems;
-early childhood and family education programs;
-bilingual education and English as a second language;
—chemical dependency education;
~driver education;
—family life, including sex education.

Title IX is a mandated but not funded federal program to regulate
educational equality between the sexes in schools. It requires certain
administrative procedures which do represent a cost to a district. For
example, at a time when budget cuts in activities are occurring, if a district
wants to eliminate a sport where enrollment is largely girls, it has to
eliminate a boys' sport in which a comparable number of students is enrolled to
maintain equity. If this is not possible, the district may not be able to
eliminate either activity.

While not a program in the schools, desegregation as one method to help
provide equal educational opportunity has been a social concern of the state.
In 1973, the State Board of Education adopted regulations to guide
desegregation in Minnesota public schools. A portion of the preamble to the
regulations states "...(T)he evidence, taken as a whole, strongly supports the
value of integrated education, sensitively conducted, in improving academic
achievement of disadvantaged children, and in increasing mutual understanding
among students from all backgrounds. The State Board recognizes its duty to
aid in the elimination of racial segregation in Minnesota public schools and
therefore adopts these regulations..." (3)

To comply with the regulations, Minneapolis and St. Paul school districts
instituted measures, including busing, to achieve numerical desegregation
(under 50% minority enrollment in any one school). The U.S. District Court
modified its desegregation requirements in 1980, and the State Board followed
with modified regulations. (4) Three elementary schools in Duluth were out of
compliance with the modified rules, and the Duluth school district has adopted
measures to address the problem.

While there is no evidence to suggest any return to pre-1974 segregation,
some people are concerned about equal educational opportunities as districts
face budget constraints. At the present time, schools are being closed and
children redistributed within districts. Also, transportation of children has
been costly for local districts and the state. In response, the state is now
allowing local districts to extend their busing limits or to levy additional
mills to maintain the present one-mile limits.

NEW RESTRICTIONS

Some districts also provide educational services for pregnant students. At
one time, pregnant teens were considered "temporarily disabled" under
Minnesota's definition of the handicapped; thus the young women received an
Individual Education Plan. This definition was changed in State Board of
Education regulations issued in 1981; and now funding by the state is according
to homebound regulations, or only one hour per day. Any additional programming
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must be paid for by the district which elects to offer it. (5)

New restrictive regulations (198l) also apply to state-funded special
programs for delinquents (those incarcerated) and the chemically dependent.
The statute reads, "A student considered as chemically dependent or delinquent
cannot be considered to be handicapped for educational purposes sclely because
the pupil uses chemicals or is considered delinquent." (6)

The above are two illustrations of the reductions being made by the
Iegislature in aids for special education, through more restrictive definitions
of those who qualify. Restrictive definitions on services for the handicapped
are being applied on a federal level as well. On June 28, 1982, the U.S.
Supreme Court ruled that federal law entitles handicapped children to a public
education from which they can derive "some educational benefit." But the
court, in a 6-3 decision, added that local districts are not obligated to
provide such services as handicapped children may need to reach their full
academic potential. The case involved a Westchester County, New York school
district asked to provide a sign language interpreter for a deaf fourth grader.
The decision may potentially affect four million handicapped children receiving
education and special services in the public schools. (7)

GOVERNOR'S TASK FORCE CONCLUSIONS

The main question for the public to deal with at this time is: If there
are limited dollars for the public schools, what is most important for them to
do? The following are some of the conclusions and recommendations of the
Governor's Task Force on Educational Policy (198l) to the Legislature: (8)

The primary purpose of schools 1is instruction. Therefore a clear
distinction must be made between the primary areas of learning for which
schools are responsible and the supporting services which public policy
determines that schools should also provide.

Any new charge to public schools should be preceded by an impact statement
which expresses its effect on the time, staff, and dollars available for
instruction.

Schools are asked to fulfill multiple goals as defined by a wide variety of
constituent groups. It is likely that the number of required missions will
increase. These expanded functions may erode resources available for
instruction.

The public school is increasingly being used as a vehicle to deliver social
service programs., These programs need to be identified and the most
appropriate agencies for their implementation and funding defined.

It is imperative that the instructional role of schools remain primary. A
precise definition of the role and purpose of schools involves areas which
are beyond the purview of the Governor's Task Force on Educational Policy
(e.g. interagency relationships in the provision of support services). The
Task Force believes, therefore, that a blue ribbon legislative commission
with specifically-designated staff support is the most effective vehicle to
develop recommendations to the Legislature.

Can "other agencies" be asked to take over many of the social programs
delegated to the schools? Would equal educational opportunity be assured or
would the objective be relaxed? Would every child of school age be reached by
other agencies? Could social service funds, not education money, be used if
these programs are left to the schools to provide? The above recommendations,
formulated by a representative body of Minnesota citizens, suggest the trend,
in hard times, toward a clearer definition of what we want from our schools and
what we can afford.
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B. PUBLIC FUNDING OF NONPUBLIC SCHOOLS

Nonpublic schools: How, and how much, do the state and nation finance
them? Is this appropriate?

During the 1979-80 school year, 10% of the school- age population in
Minnesota attended the nonpublic schools, as compared to 10.9% for the United
States as a whole. This is down from a high of 17.8% of total Minnesota school
population in 1964-65, but up slightly from the 1974-76 lows of 8.9%. (1)

During the past decade the number of nonpublic schools has increased fram
487 to 544, but their avnraqe size has declined. Total nonpublic school
enrollments in Minnesota fell 48% in a steady decline from a high in 1964-65,
through 1978-79. In 1979-80 there was a very slight increase. Since 1974-75,
the rate of decline in nonpublic school enrollment has been less than that in
public school enrollment. About 91,000 Minnesota students attended nonpublic
elementary and secondary schools in 1981.

Proponents of public aid for nonpublic schools claimed in the late '60s
that parochial schools in the nation were under financial strain and faced huge
tuition increases, which would drive away pupils. Between 1968 and 1973 these
schools lost a quarter of their students. Since then nonpublic school
enrollments have remained fairly stable nationally as public school enrollments
have declined.

FEDERAL LEGISLATION PROVIDES SUPPORT

Since the passage of the Elementary and Secondary Education Act (ESEA) of
1965, public financial support for programs, projects, instruction, services
and textbooks in nonpublic schools has increased at both federal and state
levels.,

ESEA and the other federal legislation that followed aimed to meet the

increasingly diverse needs of this country's educational system, yet stay
within constitutional limits. These federal programs to increase equal
opportunity for children and provide choices for parents could not help but
inrease public support for the nonpublic school student, because materials and
services were to be offered to students of both public and nonpublic
institutions. The Courts have upheld the constitutionality of this legislation
when it has met the judicial criteria: the materials and services were secular
and benefitted the child, not the institution; and the programs did not
entangle government with religion,

Examples of federal legislation the broadened government support for
education of nonpublic school children

1. ESEA, that provided for:

a) schocl library materials, textbocks, and math & Jd reading aid for
educationally-deprived children, through several entitlement:

b) 3“ular, neutral, and non-ideological :eEVLces, material and
equipment (including remodeling, repair, or construction of public facilities
to offer such services, material and equipment) for the nonpublic school
student, through Title 1IV;

c) education of t“u handicapped, through Title VI (Part B)

d) improved educational opportunities for children of limited
English-speaking ability, through Title VII (Bilingual Education Act)

e) services in school nutrition, health, and dropout prevention,
through Title VIII

2. National School Lunch Act and Child Nutrition Act of 1966.
. Special Milk and School Breakfast programs.
. Environmental Education Act of 1970.
. Drug Abuse Education Act of 1970.
. BEmergency School 2id Act of 1972.

In concept, expenditures for programs benefitting nonpublic school children
are equal to those for the same programs for public school children. The
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administration, benefits and services are generally provided through and under
the supervision of the State Department of Education (SDE) and the local public
school. This supervision is required in order to keep the public funds
separate from the sectarian institution.

Not all nonpublic school administrators choose to use every program from
which their students could benefit. If it does adopt a program, the nonpublic
school 1is subject to regulations and accountability measures similar to those
required in the use of public funds by public schools

Some of the federal legislation of the 1960s and 1970s has been changed or
phased out. The momentum of the 1980s swings toward tuition tax credits, tax
vouchers, consolidation of federal and categorica1 grants, or even the
elimination of the federal role in elementary and secondary education. Tuition
tax credits are discussed below. (See section on tax vouchers for more
information about this option.)

STATE FUNDING

At the time of the federal legislation cited above, similar laws were being
passed by the Minnesota Legislature. In 1969, with the passage of grants for
transportation and shared time, the Minnesota Legislature laid the foundation
for other direct financial aids to nonpublic schools. Each of these statutes
was, and 1is, "provided in order to promote equal educational opportunity for
every school child in Minnesota and to assure all Minnesota pupils and their
parents freedom of choice."(2)

The first 1969 statute specified that a district received any
transportation aid, it must also bus nonpublic huu_nl students to the school
of their choice within the district. The scheduling, manner and method of
transportation, control, and discipline are under the m;ngn31=nu of the local

ublic school board. In most areas of the state, f local school board policy
is to bus public school children to ti '*’.'5t JCAvﬁl of attendance. However
the nonpublic students, according to state statute, must be bused to the school
of their choice. In 1979-80, the state reported nonpublic school
transportation aids totaling $9.8 million; the tal cost of transportation
aids for all students was $114.2 million.

The second of the 1969 grants to Minnesota's nonpublic schools was for
shared time. Under this law, pupils from the nonpublic schools may spend part
of the dlﬂ at the public schools taking such courses as science, mathematics,
home economics, or industrial @ Not all nonpublic schools elect to
participate in the shared time off :

For s“arba time, the local Ia Lic school district receives from the state a
percentage of the Foundation Aids, computed according to the total minutes for
which the nonpublic school pupil is enrolled. For those minutes, fhﬂ student
is considered a part of the public school enrollment. Transportation is
provided by the 10“&1 school district at the discretion of the ?"h)d] board.

The shared time Count does add bodies, therefore Foundation Aid, to the
public school in this time of declining enrollment. However, the Minnesota
Eﬂucation Association (MEA) contends (3) that these shared time offerings are
the more expensive courses to teach and are not reimbursed for fully by the
increased Foundation Aid.

In 1975, the statr’ be(;.“m fundj ng r textbooks, individualized
instructional materials and ¢ 1 rdi Z ugg for pupils in nonpublic schools.
The SDE  administers the funds allocate the purchase of eligible
materials, those which ara judged = be "secular, neutral, and
non-ideological.” (4) 1In addition, the local public school district is given
5% of that amount for administrative costs; and the district then must take
applications, make the purchases, and process all of the ordered eligible
"loaned" materials for the students in the nonpublic scheols.

The books ordered for the nonpublic school students are considered
"loaned...for the material's useful life."(5) Hence, the materials are public
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school property never used in the public institution. The intent is to free
the nonpublic school from government entanglement and also to preserve the
separation of public funds from the sectarian institution.

In 1979, health services were made available to pupils in nonpublic schools
at a '"neutral site,” although diagnostic services may be performed at the
nonpublic school. An additional chemical health anqropriation of $1.00 per
pupil is available if the nonpublic school requests it.

As a result of legislation in 1980, guidance and counseling services are
also made available to the students in nonpublic secondary schools. Public
school personnel provide the services at a neutral site, and transportation is
provided if necessary.

Spx ‘Cld]__@(_;;fion is mandated for all pupils who need it by federal and
state statutes. The public schools must provide this service if it is not
available at the nonpublic schools.

Like the public schools, nonpublic schools had their appropriations cut
back during the special legislative session of January 1982. The allocation
per pupil for textbooks was cut from $36.36 to $29.15. Health was cut from
$14.08 per pupil to $11.31; and guidance, from $59.93 per pupil to $”8 42,

INCOME TAX DEDUCTION

Minnesota is the only state in the nation where parents of nonpublic school
children receive a standard deduction on their state income taxes for costs of
nonpublic education. Those with chi f"w} vho attend Minne a, North Dakota,
South Dakota, Wisconsin or Iowa elemet secondary nonpublic c“ﬁools may
deduct up to $500 for each child in grades K-6 and up to $700 for h child in
grades 7-12, if those amounts are spent for tuition, nonLeligloua books, or
transportation.

This legislation has been upheld as constitutional by the Minnesota Supreme
Court, while similwf legislation has been declared uncnn;Lf%utiondl in other
states. The case is being appealed to the U.S. Supreme Court by the Minnesota
Civil Liberties Union.

In a 198l speech (6), Van D. Mueller, past president of the Minnesota
Parent-Teacher-Student Association stated that the "expenditure of public funds
amounts to an average of $180 for each of the 90,954 students in the nonpublic
schools. The use of funds for the support of nonpublic schools amounts to a
little over 1 percent of annual aj :nwrl’tiuns or elementary and secondary
education." He added that during 1979-80, Minnesota spent $16.4 million in
nonpublic school aid, including the $2.2 million for the tax deduction
available to parents whose children attend nonpublic schools.

TUITION TAX CREDITS

Tuition tax credit proposals have been introduced in Congress since the
early '50s. Such credits allow eligible taxpayers to subtract from their
income tax bills for a given year a designated portion of the tuition they had
paid to certain nonpublic schools. Debate on the subject intensified with the
1980 Republican Party platform plank favoring the concept and the
Administration's recent proposal.

The President's bill, introduced in Congress in June 1982, would allow
parents of private and parochial elenentary and secondary students a tax credit
equal to 50% of tuition paid, up to a maximum of $10( “f child in 1983, $300
per child in 1984, and $500 per child thereafter. ThHU\ families with adjusted
gross income of up to $50,000 could claim the full cr,th, those earning up to
$75,000 would be eligible for part of it. Families with incomes above $75,000
would not be eligible. The proposal denies credits for schools that practice
racial discrimination.

One estimate is that the tax break .UUlQ cost the Treasury $100 million in
1983, and the cost would grow to $1.5 billion in 1987. (7) This would not
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appear in the federal budget as an expenditure, since tax credits limit
government income.

Credits to special groups have increased over the years, and their cost is
considerable. Once in place credits are rarely removed; each has a strong
lobby on the lookout for further increases.

The Ieague of Women Voters of the United States has opposed tuition tax
credits since 1978 on the grounds that they would thwart equal access to
education. The organization is working with other groups in a coalition to
defeat the Administration's bill.

QUESTIONS RAISED

The issue of aid to parents of nonpublic school students produces many
questions: Who should control education, the family or education
professionals? Should taxpayers have to pay more through tuition tax credits
to extend the power of choice to families who cannot now afford private
education? Is such aid constitutional? Do children rather than religious
institutions benefit from these public expenditures? -

Private and parochial schools are not bound by federal, state, and local
mandates; they control the composition of their student bodies; and they are
not officially accountable to the public. Can a public education policy that
subsidizes the maintenance of two sets of standards, one for public and one for
nonpublic schools, be consistent with democratic principles?

There has been a great deal of litigation over the appropriateness of
financial support to those in nonpublic schools. The main argument made by
proponents of aid is that parents of nonpublic school students pay for both
public and private schooling and should get some relief from this double
burden. They also claim that aid promotes competition and quality among all
schools by encouraging choice.

The position of the MEA (and other opponents of aid) is that the primary
resonsibility for public education in Minnesota is granted to the state
Iegislature by the Minnesota Constitution and that "the only appropriate
education expenditure of tax monies is for public education." (8)

The Minnesota Iegislature has continued to grant support for nonpublic
school students through income tax deductions and categorical aids legislation,
a majority Dbelieving that the expenditures promote equal educational
opportunities. There is a strong lobby for such aid.

Even for some of those who favor state aid to nonpublic schools, unresolved
questions remain: What is the best way to administer the loan of equipment to
nonpublic schools, a procedure that necessitates state surveillance? Should
public school personnel perform their duties on the premises of the nonpublic
schools?

As the financial woes of public education increase, so do complaints about
the administrative burden on the public schools as they carry out the
directives of state and federal laws which provide for the nonpublic school
student. According to one administrator, the up-to-5% allowed by state law
does not truly cover administrative costs; and a local district's general fund
sametimes must cover for a late appropriation (or, as in 1982, a cutback in
state allocations). Finally, public school officials find themselves having to
pass judgment on what is "secular, neutral, and nonideological."

The challenge of the 1980s is how to maintain equal educational opportunity
for all school-age children without -incurring religious, political, and
administrative entanglements.
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C. BQUAL OPPORTUNITY AND QUALITY

What is the philosophical base for our belief in equal opportunity for all
children to get a good education? How do we define "equal opportunity"? How
do we measure it? How can we balance this goal with the other basic goals with
which it may be in conflict? g

Equality denotes sameness, uniformity. It generally means things are the
same or becoming the same. Equal treatment does not necessarily provide equal
ends, since the members of a group (students, school districts, taxpayers,
etc.) do not begin at equal places.

Equity is fairness. It means that the potentials are equal. Equal
opportunity and equal access refer to equity. In the interest of equity,
members of a group may receive unequal treatment.

Crucial to the theory on which our Constitution is based is the idea that
individuals have the self-critical ability, developed through education, to
choose their own ways of life. Egual opportunity is a core value in American
society. The right to an education has been a central and controversial
concern of the American judiciary as it attempts to define, elaborate and
vindicate the basic rights of individuals in a constitutional democracy.
Consequently, equality of educational opportunity has an extensive
legal/constitutional literature. (The most recent decisions were cited in the
section of this booklet on the courts.) Similarly, the literature describing
the moral and sociological arguments on equality of educational opportunity is
vast, as is the educational research on the topic.

RESULTS OF RESEARCH

Is it possible to select a reasonable measure of equality of educational
opportunity? Saome researchers measure equality of educational opportunity in

terms of school services, "inputs"; others choose student achievenents,
"outputs."

Over the past two decades, studies have demonstrated that certain schooling
experiences do make a difference for children: money spent on schools
contributes to the quality of the school experience offered. In what is
probably the most comprehensive survey of research done on equality of
educational opportunity through the 1960s, James Guthrie (1971) established
several important relationships among sociceconomic status, school funding,
school services, and pupil performance (1):

1. Socioeconomic status is an excellent predictor of available school
services.

2. A relationship exists between the quality of school services provided to
a pupil and his/her academic achievement. Higher quality school services are
associated with higher levels of achievement. Also, school staff and
children's access to the staff are important (significant in statistical
analysis).

3. Post-school opportunities of students are related to their achievement
in school.

More recently, studies have attempted to isolate the factors which may
produce a quality school experience for children, measured by such outputs as
higher test scores and number of college bound students in a school. Declines
in test scores closely parallel the enrollment declines in subjects such as
regular English, American history, math and science courses. Public high
school students spend a small amount of time doing homework when compared to
their private school peers (Coleman, et. al., 198l). Yet college-hound
students in more traditional courses in public schools do not show the
precipitous drop in test scores that has occurred recently among the general
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student population. Schools apparently can make a difference, but attention
must be paid to their staff, course content and overall morale.

EQUITY AND QUALITY--IN CONFLICT?

Wnen we talk about equity, we must realize that there are many different
kinds. Taxpayer equity was what the state legislature had in mind in 1971;
others might define what they enacted in the Omibus Tax Law of that year as
fiscal neutrality. A teacher might rather see a focus on salary equity. Tax
equity is fairness to taxpayers but not necessarily fairness to teachers or
students.

What is student equity? Most likely it is program equity or comparable
access to educational programs regardless of local community tax wealth. It is
service to students.

Are both equity and quality possible?

"...equity...is not the only value by which our society lives. Do we not
aspire to quality, or even the possiblity of excellence?...A democratic
society built upon a free enterprise system must live with this dilemma,
that equality (of opportunity) and quality are perenially in tension one
with another. Wisdom resides in understanding that the dilemma can never be
fully resolved without destroying what we are." (2)

Others argue that not only is it possible to have equity and quality, it is
in fact really not possible to have one without the other. For these people,
equity is adequate funding of different costs of providing an equivalent
quality education. Unless we plan to fence off our school district from the
rest of the world (or our state, if this issue is viewed at the level of
federal educational support programs), a loss of equal access to good education
for any of our children anywhere diminishes all of us.
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D. LOCAL CONTROL

Iocal control is something many people want more of, but defining what it
is and how to attain it is very difficult. Local leeway, local participation in
decision-making, local incentive, local governance, local choice, local voice,
local responsibility are all terms used synonymously with local control. But
all are open to interpretation. Control over taxation and/or control over
management of schools may be clearer definitions of "local control."

Questions raised by the concept of local control are many: Who exactly do
we mean by "local"? The school board? Parents? All the citizens of the
school district? Are school board members representatives of the people who
elected them or are they spokespeople for the school district? Does local
control mean control of finances, control of school management, or both? How
much control is desirable--total, or some degree of leeway within state and
federal regulations?

In addition to definition problems, the idea of local control raises
perplexing issues of quality and equity. Proponents of local control insist
that it would allow more variation and innovation in educational programs, that
instead of being rigidly circunscribed by state and federal regulations, each
school district could be responsive to local needs and desires. Opponents of
local control are afraid that instead of innovation there would be stagnation,
and there 1is concern that some school districts would not offer an adequate
curriculum if it were not required.

Fiscally, the question is who pays and why. Central issues today in
Minnesota are levy authority and limitation, mandates, collective bargaining,
quality education, and equal opportunity.

HISTORY OF LOCAL CONTROL

School districts were indeed 1locally controlled in the years before the
Industrial Revolution. There were thousands of one-room schools that varied
from commnity to commnity. However, the concept of an independent school
district governed wholly by residents of the district and financed totally by
revenues raised within that district became unrealistic in the early Twentieth
Century.

The industrial revolution had created large disparities among commnities,
and people moved to find work. The transience of society led people to doubt
the wisdom of conferring the benefits of education on the local community only.
It was decided that costs should be divided between state and locality because
both benefit from an individual's education.

School districts have evolved over the years into entities which influence
and are influenced by many other factors. Money to run schools comes from
federal and state revenues, as well as local, and schools are required by
federal and state laws to provide various course offerings and services.

Iocal control is not mandated in the Minnesota Constitution. "ILocal
participation in decision-making is a product of statute and tradition" (1).
Iocal boards, local long-range planning committees, and local referendum levies
are all permitted by state statutes. However, there are other statutes which
limit local flexibility in fiscal management.

TWO FACETS OF CONTROL

The two major facets of 1local control, finance and governance, are,
theoretically, independent of each other. A district could receive all its
money from the state and still be totally autonomous in school district
operation, or it could receive all its funds from local sources, and yet be
governed exclusively by state requirements and regulations.

However, people seem to perceive the two facets to be interrelated. There
is a general feeling (which was clearly expressed in the survey conducted by
LWMN; see concluding section of this paper) that increased reliance on local
revenues brings increased local control over the governance of the school




8-2

district. 1In practice, this may or may not be true.

A number of Minnesota school districts are "off the formula"; the assessed
valuation on their taxable local property is so high that the required mill
rate (or less) raises all of their Foundation money. However, these districts
are no more free to use the funds in any way they wish than is a district which
raises very little of its Foundation revenue locally, and thus receives a great
deal of state aid. Each district must conform to state and federal
requirements. The Foundation Formula in Minnesota is structured in such a way
that the original source of the money (local taxes or state aid) has no
practical effect on the governance of the district.

State law also requires that money for operation of the schools be in
separate funds. Districts may levy taxes and also receive state aid for
transportation, food service, community service, capital expenditures, and debt
redemption. However, in general they may not transfer the money received for
one fund to another. (Money may be transferred to transportation, food service
or commnity service funds from the general fund; or to the general fund from
the transportation fund.)

The excess levies allowed by the state law do provide some amount of local
control. These levies are dependent on the approval of local voters, and the
funds they raise can be used for the provision of services which a school
district considers worthwhile. In many cases, school boards must "sell" the
voters on the increased levy with extensive publicity about how the money will
be used.

The education aids bill of 1982 included several provisions which increase
the areas of local control. Major examples are summer school and
transportation funding. Due to the state's econcmic crisis, summer school and
busing of secondary students living within two miles of school were not funded
with state aid money. The 1982 bill did not restore the funds, but allowed
school districts to 1levy local taxes to fund these programs. School boards
had a choice that involved direct local control -- they could choose to offer
summer school and/or restore transportation for secondary students, but to do
so required an increase in local property taxes. (Some might consider this an
additional local constraint, not a choice.)

Many complaints about lack of 1local control are not concerned with
financing at all, they are expressions of frustration at a perceived excess of
federal and state program and reporting requirements. Many local school people
feel that they have too little leeway to tailor educational programs to their
own neads. Their demands are not necessarily for unrestricted local control,
but for more freedom to choose their own options within a basic framework.

PROS AND CONS

Iocal control of financing has strong arguments on both sides. Those who
advocate more local control (more reliance on the property tax) say that it
will increase the school's responsibility and responsiveness to local
residents. Residents will be more closely involved with schools if they know
their taxes go directly to support their own schools. Those from the formerly
"high-spending" districts argue that residents should be allowed to support
their schools at a high level of spending if they so choose. As a practical
matter, proponents of local control say it is more efficient and cost—-effective
to collect and dispense funds at one level. A new argument for local control
of financing has emerged from the recent withholding of state aid, the belief
that local taxes wo'ild be a more dependable source of income than state funds.

Opposition to local control of financing is based partially on a differing
view of the public. Some opponents fear that citizens will not choose to
support their schools, or that they will not be sufficiently well-informed to
care about funding schools.

Another major argument is that of equity; some districts are more able to
support schools adequately than others. The property tax is perceived as an
unfair tax. Those concerned about equity are not necessarily opposed to local
fiscal control provided that local levies are equalized or "made fair,"
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disparities are not great, and the level of support ensures a quality education
(see section on District Power Equalization).

Some people who responded to LWMN's survey think more local control would
make school boards more responsive, more sensitive to community needs, while
others think the boards would be muro susceptible to pressure groups. Some
spoke of the Minnesota Miracle as "taki ng the pressure off" school boards;
while others consider school boards anachronisms: the state Legislature is
"one big school board."

Whether people favor or oppose local control Drobab]y depends qr tly on
how they perceive their own school district and its citizens, and how they
perceive state actions on education. Iocal control is likely to look gooi or
bad according to whether the individual agrees cr disagrees with the school
district's philosophy and actions.

The issue of local control is complex and very difficult to pin down. At
the base of the issue are some fundamental questions: Does every child have a
right to some basic level of education? If so, must local control be curtailed
to some degree in order to assure that it is provided? At what point does a
locality's lack of ability or desire to finance a basic or high quality
education mean that its children are disadvantaged simply because they live
there?
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E. RESPONSIBLE TAXATION

The State of Minnesota Iaiﬁ?“ revenue to finance state and local services
by lcvyina %evaral kinds of taxes. Minnesotans pay taxes on individual and
corporate income, retail sales, real estate valuation and inheritances, as well
as excise taxes on a host of products, and a variety of other fees.

Comparison of Minnesota state and local tax collections to those of other
states and localities shows that in 1980 Minnesota relied more on the taxation
of income, considerably lmag n sales, and socmewhat less on property taxes than
the national average (see Table I). These percentages may not reflect today's
reality, since sales taxes haﬂﬂ been added and revenues have fallen in several
categories.

In 1979-80 Minnesotans paid a larger part of their income as state and
local taxes than did residents of 41 other states. (1) In that year
Minnesota's state and local tax collections of $1124.73 per capita ranked ninth
highest in the nation. (2)

STATE
MINMESDOTA

Criteria often used to juﬂ)m the desirability of a tax include the concepts
of equity, convenience, certainty, economy and incidence. (3)

EQUITY

Tax equity is often defined as equal treatment of similarly situated
taxpayers. Application of this criterion is difficult because it is hard to
determine the conditions undar which two taxpayers are similarly situated.




9=2

Students of taxation have expanded the concept of equity further to include
vertical equity; i.e., unequally situated taxpayers should be treated
differently. Those with greater ability to pay should pay a larger part of the
total taxes. The most commonly used measure of ability to pay is income.

Taxes can be further described in relation to income as being progressive,
proportional or regressive:

Progressive Tax: The proportion of income paid for tax increases as income
increases.

Proportional Tax: The proportion of income paid for tax remains constant
as income increases.

Regressive Tax: The proportion of income paid for tax decreases as income
increases.

CONVENIENCE

A tax is deemed convenient if it can be easily assessed, collected,
administered and paid by the taxpayer.

CERTAINTY

The taxpayer should know with a reasonable degree of surety how much tax is
owed. Historically this criterion has also implied that the taxing unit should
be able to predict with accuracy the amount of revenue that will be raised by
the tax.

ECONOMY

A good tax should be relatively inexpensive to collect and administer.(4)

INCIDENCE

Consideration must be given to who £finally pays the tax. For example, a
tax on resources owned and used by a Minnesota farmer, such as the agricultural
land tax, may be borne by the farmer or shared by his/her customers in the form
of higher product prices. The final allocation depends on the farmer's ability
to add on the cost of the tax to the prices he/she charges.

In general the farmer will be able to pass on a larger share if the product
is a necessity with few substitutes and if he/she has monopoly power in the
market place. The farmer will be unable to pass on the tax if buyers can find
alternative products or if the farmer must compete with outstate producers who
do not pay the same tax. Tax experts often disagree on the incidence of taxes
levied on products, business profits, and resources used in production.(5)

An additional concern in levying state and local taxes must be the effect
of the tax on the level of economic activity in the area. Since businesses,
property investments and people are mobile, excessively high taxes levied in
one locality can often be avoided by moving to another locality. Concerns
about the "business climate" in Minnesota are being heard with increasing
frequency.

See Table II on the next page for attributes of Minnesota's major taxes.
(6)

WHO SHOULD PAY?

What level of government should support primary and secondary education?
The Correspondence Principle of public finance suggests that, ideally,
jurisdictional boundaries for governments should be drawn so that the people
who participate in the government are the same people who enjoy the benefits
and incur the costs of the services provided. Achieving the ideal is, of
course, impossible. We would have different taxing units for each public
service, Using a limited number of governmental units inevitably results in
benefit spillover to those outside the boundaries who receive benefits but do
not pay taxes and cost spillover to those within the jurisdiction who pay taxes
but receive no benefits.




Tax Base

Equity

TABLE II
Attributes of Major Minnesota State and Local Taxes

Convenience

Certainty

Economy

(Who really pays?)
Incidence

Effect on Business Climate

Individual
Income

Minnesota's progressive rate structure is made le
progressive by deductibility of Federal Income T
paid. The individual income tax has the great

tage of relating tax liability to a comprehensive
measure of ability to pay and permitting adaptation
to personal circumstances of the taxpayer. Among
existing taxes, it is the personal tax 'par excell-
and at its best is superior to all other taxes
(except a personalized expenditure tax) in imple-
orizontal and vertical equity.

ence'

menting

Withholding
makes pay-
ment rela-
tively easy.
Law is too
complex for
average
taxpayer.

Unstable

source of

with level
of econo-
nic activ-
ity.

Relatively
economical
to collect.

Very little
tax shifting.

High tax rates prcbably
cause migration to avoid
the tax.

Corporate
Income

Some experts question equity of taxing corporate
and non-corporate business profits differently.
The formula used to determine the proportion of
corporation's world-wide profits te be taxes in
Minnesota is arbitrary and difficult to audit.

Law

is
complex

lInstable
source of

Relatively
economical
to collect.

Actual incidence
of a corporation
income tax is one
of the most contro-
versial topics of
government finance.

lligher corporate income tax
rates will reduce capital

in the state. Some
»f the burden may fall on labor
if job opportunities are
liminished.

A general sales tax will be horizontally inequit-
able if families with the same income have differ-
ing comsumption patterns due to age or other factors.
Such families pay different amounts of tax. The

tax is regressive as related to income because
consumption as a percentage of income declines as
increases. Excluding food makes the tax less
regressive.

income

Paid in
continuous
small
amounts.
Considered
very
convenient.

Unstable
source of
revenue,

Relatively
economical
to collect.

Sales taxes are
probably shared

by buyer and
seller. The
relative share
depends upon the
elasticity of supply
and demand for taxe
goods.

A sales tax may affect location
>f business and purchases in
order areas. Buyers and sellers
will choose to transact business
in a low tax state if possible.

5

Property
Tax

Property taxes on residential housing are believed
to be regressive because housing expenditures repre-
igher percent of income for the poor. The
sivity is lessened by homestead credits and
circuit breaker rebates on income tax returns.
Business property taxes reduce the rate of return
on investment and reduce the property value. Owner-
ship is usually concentrated in the hands of the
business property are generally
be progressive. Hurizontal equity depends

sent a h

regres

essment tices. Tax rates vary among
ta istricts so similar parcels may pay vastly

different

Dr.
pr

Only major
tax that
requires
semi-annual

payments.
Judged rela-
tively incond

venient.

Stable
revenue
source.

Relatively
economical
to collect.

Taxes on business

& apricultural
property are shared
by owner and user.
The user may pass
some costs on in the
form of higher
prices. Tarmers
compete in national
markets & it is
doubtful that they
can pass on higher
than average proper
ty taxes.

Investments in new construction
are particularly mobile and will
in areas where lower
tax rates support higher levels
The migration of
mobile property investments
worsens the plight of central
cities, which must then further
increase tax rates to pay for
services. Agricultural land
prices tend to adjust in an
inverse manner to level of
Fperty

of services.

pro-

taxes.




Of particular relevance in determining benefit from primary and secondary
education is the mobility of persons educated by any particular school
district. If the people educated in Hibbing lived out their lives in Hibbing
and were not involved in decisions affecting people living elsewhere, and if
outsiders took no responsibility for the wellbeing of Hibbing residents, the
collective benefit profile for the Hibbing schools would involve only that
community and the surrounding area.

But Hibbing residents are mobile, people educated in Hibbing vote in state
and national elections, and their welfare is of concern to those outside the
boundaries of the school district. Therefore, the benefit profile extends far
beyond the town. The Correspondence Principle suggests that responsibility for
basic education should 1likewise extend beyond the boundaries of the local
school district.

PROBLEMS WITH LOCAL FUNDING

Financing education on the local level also presents several practical
difficulties, beyond the tax philosophy reasons against it. ILocal school
districts are allowed to use only the local property tax to raise revenue.
This tax is perceived by citizens as being one of the "least fair" taxes. (7)

Local financing also invites the problems associated with flight of capital
fromn high tax jurisdictions. "The excise effects of property taxation have a
geographical or locational dimension when rates on particular types of property
are different in one jurisdication than in another. If rate differences exist,

investors will prefer to Jlocate properties in low tax rather than high tax
areas, and a cumulative set of forces may be set in motion that can greatly
increase fiscal disparities among different government units. As more and more
taxable property leaves high-tax areas, rates in those areas may be forced
higher and higher." (8)

PROBLEMS WITH STATE FUNDING

Increased use of state funding also presents difficulties. State revenues
are dependent on sales and income tax collections, which tend to fluctuate with
the level of economic activity. Recently school districts have been forced to
absorb cutbacks in state funding as tax collections responded to recession and
declining farm incomes. In times of crisis that diminish the state's ability
to support education, the local property tax may be perceived by sare as a good
base for financing education, despite its drawbacks.

FUNDING EDUCATION IN MINNESOTA

Funds for primary and secondary education in Minnesota have in recent years
come primarily from the State. The State uses taxes on income and sales as its
primary sources of tax revenue. In 1971 44.9% of school revenue was generated
from local property taxes. As Table III shows, the trend toward reduced
reliance on local property tazes which began in 1972 continued through
1981-82. Projections for 1982 and beyond indicate a dramatic reversal of this
trend due to the stzte's fiscal problems.
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TABLE III

PERCENT OF FUNDS FOR K-12 EDUCATION IN MINNESOTA
FROM STATE AND LOCAL SCGIRCES*

Total Revenue

Year (in millions)
1971-72 1,181+
1972-73 1,222+
1973-74 1,302+
1974-75 1,435+
1975-76 1,542+
1976-77 1,656+
1977-78 1,782+
1978-79 1,877+
1979-80 1,961+
1980-81 2,085+
1981-82 2,235+
1982-83 2,265+
(1982-83 after
property tax
shift) 2,265+ B57.2%% 42.8
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§ Tocal Property Tax
44.9
36.5
35.2
32.2
33.6
32.4
35.4
33.9
34.0
31.6
26.9
36.7
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*includes post-secondary vocational education; excludes federal revenues.
Percentage local property tax reflects amount actually certified and paid by
taxpayers a[tﬂr reductions for all credits. (State tax aids to reduce the levy
increased 355% over the ll-year period.)

**state aids reduced $137.6 million (estimate) and same amount of payable 1983
property taxes shifted from FY 1984 to FY 1983 to increase local share of
costs. (Total state aids, after the property tax shift, increased 99% over the
11 years.)

Source: Joyce Krupey, Office of Senate Research, State of Minnesota.

NOTES
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1979-80, GF 80 No. 5, p. 94.
2. Ibid., p. 90.
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4. Ray M. Sommerfeld, et al, An Introduction to Taxation, 1982, pp. 1/16-1/17.
5. Extensive dlscua310n 0r tax 1incidence can be found in any textbook on
public finance, including those cited in the next note.
6. Most of the information for this table was taken from Richard A. Musgrave
and Peggy B. Musarave, Public Finance in Theory and Practice; and Wayland D.
Gardner, Government llﬂanﬂn ] nﬁimﬂ‘l State and Iocal.
T Survey conducted by Opinion Research Corp. of Princeton, N.J. for the
Advisory Commission on Intergovernmental Relations, Washington, D.C. 20575.
Annual reports are available.
8. Gardner; op cit. p. 389.
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III. OTHER WAYS TO FINANCE SCHOOLS
A. REFORM IN OTHER STATES 1970-80

During the last decade, more than half the states overhauled their
structures for financing elementary/secondary education. Momentum for this
came from several directions. Great inequities to the taxpayer and to the
student were produced by the link between property taxzes and school finances,
both within states and between states.

The philosophy behind Great Society programs of the '60s, providing equal
opportunity in an effort to overcome poverty, was carried into reform of
education. Reformers tried to make schools even more an equalizing force in
America. Nevertheless, equalizing legislation failed in the late '60s in such
_states as California, Michigan and New York because of the resistance of
legislators from wealthy school districts that didn't want to transfer funds to
poor ones. Court decisions rendered when existing programs were challenged
eventually forced 1legislators to address seriously the correction of
inequities.

MAJOR REFORMS

Five major themes characterize the finance reforms enacted during the
1970s:

1) General operating and equalization aid programs were broadened and
strengthened. Low wealth districts were "leveled up" by state aids rather than
high spending districts being leveled down.

Three types of formulas were used to accomplish this. States which enacted
higher level foundation programs, in addition to Minnesota, were Arizona,
Florida, Illinois, Indiana, Iowa, Massachusetts, New Mexico, North Dakota,
South Carolina, Tennessee, Utah, and Washington. Other states enacted
formulas which reward equal local effort with equal revenue vield (see section
on District Power Equalization). This is done in Colorado, Connecticut,
Kansas, Michigan, New Jersey, Ohio, and Wisconsin.

The third method is a two-tiered equalization formula which combines these
approaches. Local districts may choose to add to the basic foundation
programs; and both these and the local add-ons are power-equalized. This
method is used by Maine, Missouri, Montana, South Dakota and Texas.

As a result of strengthening general aid formulas, state funding has
consistently risen. Per-pupil expenditures have increased. Finance reforms,
irrespective of the particular method used, have tended to reduce disparities
in expenditures per pupil, and have been especially successful in decreasing
the 1link between expenditures per pupil and local district property wealth.
Power equalization has been more successful in achieving the goal of decreasing
the difference in the amount spent on each pupil than its critics expected.
Reform states generally have made greater advances toward equity than
non-reform states.

2) New methods of measuring fiscal capacity (beyond property wealth per
pupil) have been instituted. A combination of property wealth and income is
used in Connecticut, Kansas, Maryland, Missouri, Pennsylvania, Rhode Island and
Virginia. Other states are considering this approach.

3) States have dramatically increased their support for high cost programs
for special populations, and many have instituted programs for these students.
All states have comprehensive programs for students with physical or mental
handicaps. In 1979-80, 16 states had categorical programs for economically or
educationally disadvantaged students which are supplementary to ESEA Title I
programs. Eight states had weightings for compensatory education students in
their general aid formulas. Twenty-two states serve bilingual or




bilingual/bicultural students.

4) In addition to programs for special student populations, states have

designed formula adjustments and Factors to assist school districts with

districts with one-room schools, districts with a very small pupil population,
low wealth districts with high tax rates, urban districts with municipal
overburden, and districts with high prices for education resources. Michigan
allocates additional state aid to districts in which non-education tax rates
exceed the statewide average, for example. Florida uses a cost-of-living index
to adjust state aid distribution to local districts.

particular _characteristics. Exawples are sparsely populated districts,

5) Finally, tax and spending limitations on local school districts have

been esEablished 1in nearly two-thirds of the states. While emergency clauses
Or other ways to exceed the limits are usually provided, most school districts
face constraints on their ability to increase qxpeﬂdi+ures, budgets, or
property taxes. Proposition 13 and the Gann spending limitation in California;
Idaho's Proposition I, which slashed property taxes; and Colorado's cap of 7%
on state expenditure increases are examples of new limitations which have begun

P

to affect the fiscal condition of ~duLaL10n in same states.

LITIGATION CONTINUES

School finance litigation continues in many states. Most cases are brought
either on state equal protection or state egual education clauses. In the
Colorado and New York cases, arguments were presented on the basis of the
federal equal protection clause as well. Also, litigants have expanded the
negative standard, the definition of what is not equal treatment. Curtailing
of educational expenditures on the basis of property wealth, household income,
municipal overburden, education overburden, or local votes to keep property
taxes low have all been successfully challenged in court. In addition,
positive standards have been developed and used successfully. These court
decisions require the education finance system to consider education need
and/or to implement some affirmative duty of th state,

In the early 1980's, several states are undergoing reviews of their finance
structures. The Arizona legislature appointed a task force to reassess the
state's systen. It looked at proposals for equalizing revenues per pupil,
providing state relief for property tax burﬂhn, and for linking basic
education, basic skills, and competency testing in some rational way.

In response to Proposition 13, the California legislature in 1979 enacted
the state/local public finance system: property tax will be collected and spent
mainly by county and city governments, and the schools funded almost entirely
by state monies. Tight spending limits for high spending districts are meant
to produce approximately equal expenditures per pupil by 1985. The new Gann
spending limitations may prevent the “equalizing up" of per pupil expenditures,
however .

In a number of states, citizen groups are keeping a variety of general and
specific gecals alive. The ILeague of Women Voters of the United States is
assisting state Ieagues in Maryland, Mississippi and Oklahoma to mount
statewide campaigns for school finance reform.

REFORM IS SLOWING

In spite of gains made during the '70s, it is clear that school finance
systems in the states have not completely met the expectations of all citizens,
legislators, or the courts. In a study by the Education Commission of the
States (ECS), governors, legislators, and other state policy makers identified
as the top two education finance concerns for the '80s basic school finance
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reform and changes in tax structures for education. The most important issues
will be increasing the state role, reducing local property taxes, enacting
general tax limitation measures, and providing state support systems which are
sensitive to the fiscal impact of declining enrollments. Also of lmportanup
according to the ECS study, will be defining basic education and improving the
quality of education, as well as providing programs for special populations of
students and exoanuin; state categorical programs for transportation, energy
and capital construction.

Given inflation, dropping enrollments, and declining political support,
increases in education expenditures in the '80s are unlikely to match those of
the '70s. In addition, school finance reformers in the '80s, as well as
educators generally, will face organized opposition from groups bent upon
supporting tax and expenditure limitations. Finally, in a period of a
dccllnlng economy, competition among various levels of government and among
various public services for the shrinking public dollar will have an impact on
the pace of education finance reform.

Clearly, the job of devising equitable systems of school finance is not
complete. Given the gains made in the '70s and the continued interest of
citizens, politicians and the courts, the work will continue, albeit at a
slower pace, during the '80s.

FINANCING SYSTEM OPTIONS

In the following four sections, some of the financing methods adopted bv
states or developed by theorists are explored in greater detail. The
Foundation Formula approach is exemplified by Minnesota's ‘vstnn described
earlier. We have included here a chart comparing the major alternatives to
help clarify the differences among them. Refer to it as you read on.
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B. FULL STATE FUNDING

The concept of the state taking full responsibility for the funding of
elementary and secondary education is not new. Writing in 1930, Henry C.
Morrison said that education is a state responsibility and must be made
available to all on an equal basis. (1) This is because the standard of
performance of students is not of interest just to one district's parents or
residents, but to the state and nation because of "spillover" benefits.
Incalism in the financing of education, according to Morrison, tends to direct
too much money to rich districts relative to the amount provided to the slums
and poor rural districts.

Full state funding allows money for schools to be collected where taxable
incore can be found and then redistributed where it is needed to provide an
acceptable and uniform standard of education. In 1972, James B. Conant wrote,
"...removing consideration of financing from the local level would...allow both
parents and school authorities to concern themselves with the real matters of
education and make decisions on the basis of educational worth." (2)

S. Michelson pointed out (3) that school finance formulations have
traditionally bound revenues and expenditures together because they have
accepted the principle of district choices for education. There is no way to
achieve a Jjust educational system so long as private individuals compete for
limited educational resources. Currently educational resources £flow to
children not on the basis of need, or how resouces should flow in general, but
on the basis of individual adult desires to provide children with comparative
advantage and on their ability to fulfill that desire.

Completing a two year study of "the Quality, Cost and Financing of
Elementary and Secondary Education in New York State," the Fleischmann
Commission recommended full state funding for the state of New York in 1972.

(4) In the Commission's plan the state would provide nearly all the money for
elementary and secondary schools (with the exception of federal aid). Revenues
would come either from a statewide property tax or by more intensive use of
state income taxes and sales taxes.

HOW IT WOULD WORK

In the Commission's plan, disparities in expenditures between districts
would be eradicated by "leveling up" lower spending districts to the 65th
percentile in ranking of districts according to their Base Expenditures
(general fund expenditures per enrolled pupil minus certain exclusions: debt
service, federal funds, transportation, lunch, tuition, cost for regional
services and urban aid.)

Districts above the 65th percentile would be allowed to continue to spend
an amount per pupil equal to the amount which they were spending in the base
year, and that amount would be provided by the state. High spending levels
would not be increased until the statewide level of spending had risen to the
level of the "saved-harmless" districts.

Equal sums of money would be made available for each student in New York
unless a valid educational reason could be found for spending a different
amount , Low achieving students would receive extra grants according to a
weighting system. Categorical aid for items which vary greatly from district
to district, such as transportation, debt service, and services for the
handicapped, would be provided above the equalized per-pupil funding. Resource
distribution would be determined, in other words, by educational priority
rather than as an artifact of assessed valuation per student.

Regional educational centers would distribute certain high cost,
specialized services, both instructional and administrative, and would be
funded by the state. All local option for supplemental school levies would be
terminated to prevent skewing the system of equalization. Statewide collective
bargaining for wages and pensions according to a regional salary schedule would
replace all local negotiations.




PROS AND CONS

Arguments against full state funding usually begin with the claim of loss
of control by local boards of education. The Commission argued that studies
have concluded that centralization of financing and decentralization of policy
making are not inconsistent concepts. The Commission recommended several
specific plans for maintaining and/or increasing local control of policy
making, including strong local «citizen advisory groups and parent
organizations. Local boards of education would continue to hire teachers and
plan curriculum.

Some critics Dbelieve that the "lighthouse effect" (expenditure by
individual districts of large amounts on educational services in order to
conduct innovative programs which flow outward and influence the rest of the
educational system) would be lost. The Commission stated that innovative
programs should not be an "accidental by-product of a system of education
finance." State government should establish special funds for experimental and
innovative programs which wouLd be available for poor districts, too. (The
current "lighthouse" programs weight experimentation and innovation toward the
advantaged and may not be appropriate for the disadvantaged schools.)

Finally, what divides supporters of other funding methods from proponents
of full state funding:

...is the question of district choice--whether deliberate funding
inequality, which is what ensues from district choice, more nearly
approaches a "just" system than does some imposed "equality." This debate,

in turn, revolves around the ex te L to which the desires of parents are to
be considered in dlrﬂqvﬁ‘nj what is justice among children. Most of what
pases as debate about finance is really debate about the re Iatlonvqlp
between children and their parents on the one hand and children and the
state on the other... Justice in the allocation of school resources to
children is most likely to be achieved if the distribution in question is
separated from questions pertaining to revenue (in the local district),
then eliminating the potential for decisions based on the desires of adult
taxpayers. Accordingly, the needs of children themselves will probably be
more determinative when finance decisions are made by a unit of government
that is less responsive to direct parental pressure than is the school
district. (4)

NO STATE HAS ADOPTED FSF

As of today, no state has gone to the full state funding plan. Hawaii has
centralized finance, but operates its schools as one big alstrlct, so most
authors discount this as being true full state tundlng. In s plue of the
comprehensive report and recommendations of the Fleischmann Commission (and a
10-year-old position of the New York League of Wm&gn Voters in favor of full
state funding), New York State did not adopt this plan.

One possible reason according to one writer (6) was the perception by the
legislature that city tax rates would increase too markedly. Full state
funding would require policymakers to decide to make massive changes in the tax
system in order to accumulate sufficient revenue to both fund education and
hold harmless the high spending districts. This would appear to the public as
a major increase in state taxes. 2According to Walter Garms, Minnesota and New
Mexico, with their high 1level foundation plans, come closest to full state
funding. (7)

During the past decade in most states the government has increased its role
in school funding to provide more equality of treatment for both the student
and the taxpayer. Sane method for optional additional local expenditures
exists in almost all cases. It remains to be seen whether the '80s bring a
greater concern for equity than existed in the '70s. Without a greater concern
for tax and expenditure equity and a willingness to yield some local
decision-making on expenditures, it is unlikely that full state funding in its
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purest form will have any more popularity with state legislatures in the future
than it did in the last decade.

NOTES

1. Henry C. Morrison, School Revenue (Chicago: University of Chicago Press,
1930), p. 164. (Quoted in Charles Benson, }fmj_*\f_ in School Financing: Full
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1975).

2. James B. Conant, "Full State Funding," Financing Public Schools: Selected
Papers from New Eng] ar‘d School "\\'ff'alo*wmfa'*:‘"("':.{l icil Conference. (Cambridge:
Federal Rese %
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C. DISTRICT POWER EQUALIZATION

In the book Private Wealth and Public Edu

associates held that the quality of a child's
function of wealth except the wealth of the state as a whole. (1)
emphasized the importance of fiscal neutrality

cation, John E. Coons and
education should not be a

The book
with regard to district wealth

(2) as a basis for school finance and supported local choice in the level of

funding. The authors outlined the theory of
same practical applications of thi

district

states were using some form of district power equalizing (DPE).

EQUITY AND IOCAL CHOICE

The distinguishing factor of DPE
constructively with the usually conflicting p¢lHClQlG$
choice. Pure DPE allows each district to elect to support its
tax rate it chooses. A type of taxpayer equity is achieved by
level

the property wealth, or income

is the attempt to dea

power equalizing and gave
s method of funding. By 1980, more than 20

simultaneously and
m_aﬂnyemdloﬂl
schools at the
"neutralizing"
(or both, depending on the type of tax or

taxes used) of all school districts, theoretically producing equal re

(amount of revenue) for equal effort
as giving each school district equal "power" (ability) to raise revenue.

(locally chosen tax rate). This is

state guarantees a certain amount of revenue for a given tax rate.
The following chart is an example of a DPE schedule for a state which has

chosen a uniform tax base (reflecting the wealth of the state or of ¢

district) of $50,000 in property valuation. The

pupil depends on the tax rate chosen by
If a district cannot raise the guaranteed am

revenue, the state pays the

control the amount of state funding.

state—guarant
each district using the
ount L
balance. The state can adjust the tax

from its owr

viewel

The

ed amount

1

given tax base

AN

Mabhi=

HYPOTHETTCAL DPE SCHEDULE

EFFORT GUARANTEED

(TAX RATE IN MILLS) SPENDING

LEVEL, PER PUPIL

10
15
20
25
30
35
40

$500

750
1000
1250
1500
1750
2000

EQUAL OPPORTUNITY AND "RECAPTURE"

DISTRICT WITH $30,000 ACTUAL
PROPERTY VALUATION

FROM
PROPERTY TAX

300
450
600
750
900
1050
1200

F'ROM
STATE ATD

200
300
400
500
600
700
800

DPE "equalizes" the ability of each school district to raise dollars for
education. The state guarantees to both property-rich and DTOJ‘PfV”DOOL school

districts the same dollar yield per pupil or other task unit
of need and cost factors, such as programs, teachers
property tax rate. In property-poor school districts, the
difference between what is raised locally and what the state guarantees.

property-rich districts, where

guaranteed amount, excess funds m

, classrooms) for t
state makes up the

(weighted measure
the same

In

the given tax rate would raise more than the

ay or may not be "r

redistributed to the PmOLﬂC districts.

acaptured" by the state and
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Recapture enhances the equity principle where there are wide disparities
among districts in actual tax base, and it can help offset state costs. This
feature tends to be unpopular with wealthy districts. In Wisconsin, a court
ruled recapture to be in violation of the uniform tax provision in the
constitution of that state. Equity in DPE may also be enhanced by reorganizing
districts to create ones with more nearly equal tax bases.

DPE COMPARED WITH FOUNDATION Z WI AND MN

DPE and foundation formula programs both try to achieve fiscal neutrality,
but by different means. Distribution of state aid is in inverse proportion to
each district's tax base in both methods. However, foundation aid differs from
DPE in the treatment of the tax ratm- foundation aid mandates a uniform tax
rate, while DPE allows each district to determine its own tax rate.

A recent study whlch comparad the Wisconsin school £finance program
(Guaranteed Tax Base, or GTB) with the Minnesota Foundation Formula program
concluded that "GTB formulas are more complicated (than foundation aid
formulas) and cost controls can reduce their effectiveness, but...are capable
of improving fiscal equity (especially power equity) with less infringement on
local district autonomy and less state funding." (3) The study defined
absolute equity as equal expenditures per pupil. While equal expenditures do
not necessarily guarantee equal services per pupil, they serve as a rough prox
for services, especially when pupil count is weighted to reflect some of the
factors that cause expenditures to vary.

The study concludes that power equalizing schemes work effectively to ge
absolute equity, which is not really their objective. Wisconsin si
significantly greater absolute equity than Etnn: ota. Phasing in of
Minnesota plan and use of the Grandfather Ievy and Referendum Levy are
suggested as possible reasons for Yin“Q“ota" not achieving more absolute
equity. Wisconsin showed better results in achieving taxing power equity than
did Minnesota, but this was due to differences in goals, not differences in
success in achieving them.

Minnesota actually achieved more wealth neutrality (no systematic
relationship between wealth of a district and expaniitur“s per pupil) than
Wisconsin. Although the Wisconsin GTB plan led to an improvement in wealth
neutrality, a &lgnlf‘Cant UO“lle‘ relationship between spending and property
valuation per pupil persisted. his may be due to local decisions on spending
levels rather than on the actual tax base. It seeuns to be easier for high
wealth districts to decide to tax themselves at a high rate than it is for low
wealth districts, even though more of the money comas from the state for the
low wealth district with a high tax rate. The authors questioned whether GTIB
is an effective method of implementing court mandates that educational
opportunity not be a function of local wealth.

Ow

\
i

DPE AND FULL STATE FUNDING: OPPOSITE OR SIMILAR?

DPE and Full State Funding are usuallv ﬂhwrﬁctﬂri?ed a C“DOCitQG: lncal
choice of tax rate and spending versus
In practice, however, the two methods couLd bu Slmildf lf modlfled fo;ms were
used.

Though an unlikely possibility, if tax rates under DPE were chosen to be
the same, then local taxes would be similar to a statewide tax, as in full
state funding. A mndified DPE program which included an expenditure floor with
a minimum statewide tax rate and a spending limit would produce results
similar to a uniform base program with a limited amount of local leeway to
supplement the state program.

The choice between the two plans focuses on: 1) the magnitude of funding
of the base program, and 2) how much local leeway would be allowed and how it
would be equalized. '




POWER-EQUALIZED REFERENDUM LEVY

Power equalizing is used not only as a major method of school finance, but
also as a supplement to other finance systems. For example, in addition to
offering Foundation aid, Minnesota could power equalize its referendum levy,
making it more "wealth neutral." Currently Minnesota's Discretionary levy is
power equalized, although there is a limit to the tax rate a local district can
adopt (up to 2.25 mills for 1982-83). The state d-?t ermines a guaranteed amount
of revenue, proportionate to the mill rate chosen by the district.

SUMMARY

DPE offers both taxpayer equity and local taxing discretion. A state can
impose constraints consistent with statewide goals; however, equity and local
control may be undermined by too many restrictions. If a state adds many
constraints, the formula can become extremely complex.

Achieving true wealth neutrality has proved difficult under DPE programs in
use today, mainly because of 1) political and judicial opposition to recapture
provisions, and 2) cost controls imposed by legislators who fear high state
expenditures.

NOTES
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Wealth and Public Education., Harvard }-‘,m]‘ Knap Press, 1970.

2.  Fiscal neutrality concepts: 1) Ex ante: the ability of a district
support schools should not depend on 1th; 2) Ex post: actual level of
educational support must not. correlate with wealth.

3. Judith Collins and 1 Johnson, "Fiscal Equity and School Aid Formulas
The Wisconsin and Tilm‘»%:‘m Experiences," North Central Journal of Agricultural

Economics, Vol. 2, No. 2, July 1980, p. 160.
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D. THE VOUCHER SYSTEM

Many voucher systems have Dbeen suggested as ways to distribute state
education funds directly to families, "leaving to parents to obtain the
education where and how they pleased" (Nineteenth Century philosopher John
Stuart Mill, On Liberty). Mill suggested this as a means to diversity in
education. Conservative economist Milton Friedman suggests vouchers as a route
away from centralized government control. Jesuit priest and professor of
political science Virgil C. Blum liked vouchers (and tuition tax credits) as a
way to give financial support to Catholic schools. 2And six southern states
have tried vouchers to maintain racially segregated schools. Under the Nixon
administration, the Office of Economic Opportunity hoped to use a version of
vouchers in a large-scale experiment aimed at improving the education offered
to poor and minority children. (1)

Now the most frequently discussed voucher system would bring the goals of
district power equalization down to the individual family. It would supply
public dollars to power equalize each family's decision on how much to spend on
their children's education. Coons, Sugarman, and Clune, the originators of
DPE, have lobbied steadily for a voucher system as a means of empowering poor
families and encouraging new ways of educating.

HOW IT WOULD WORK

Their voucher system would create school offerings at several different
levels of per pupil cost. Schools, public and/or private, would compete for
the business of education consumers. These consumers would have been given
equal buying power for equal "economic sacrifice" through vouchers. Vouchers
would be handled so that anyone could go to any school within the system for an
equivalent economic sacrifice for every family choosing that school, regardless
of family income. A sliding scale (based on financial need) would determine
how much the wvoucher would cost (like food stamps). Thus vouchers with the
same market value would have different purchase prices depending on the
consumer's income. Proponents of a voucher system maintain that schools would
offer a variety of educational programs with differing costs, thus providing
choice and incentive for a quality education.

It is not easy to see how relative purchase prices of vouchers would be
determined. Keeping prices progressive and available to the poor but not
excessive for middle and high income families would be of prime importance.

It has been suggested that even for the wealthiest family, the tax
liability should not exceed twice the per pupil cost of the most expensive
school in the system. Since the total tax liability would not vary by size of
family, the wealthiest family with two children would thus break even by
staying within the wvoucher system. Although a ceiling on the tax liability
seems at variance with the idea of equal economic sacrifice, proponents of
vouchers believe it is a necessary concession to prevent the rich from going to
private schools.

Supporters envision that the public schools would be administered by a
state superintendent and board. Private schools would have to meet state
minimum standards to be part of the system. Per pupil costs and family tax
rates would be set by the superintendent. Every school would have to have an
account kept of the number of dollars per student enrolled.

A statewide income tax could still provide major funding for the schools.

A modified voucher system could be combined with property taxes, to enable
education consumers to express their preferences for different services.
Property tax revenues could provide a basic voucher at no additional charge.
The state could establish a minumun amount and finance it by a statewide
property tax. For those who wanted a higher priced education, add-on vouchers
could be purchased with cost equalized and paid for on state income tax forms.

If private schools were included in the woucher system, public cost would
most probably rise substantially in areas with higher private school usage.
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Total costs to poor families would be reduced and to wealthy families
increased, as with college financial aid.

Under a power-equalized voucher system one would expect to see income
redistributed from higher to lower income groups, and from the public to the
private system, The local tax base would be irrelevant in determining
educational expenditure.

Opponents argue that under a voucher system, social, racial and religious
segregation might increase. In the competition for students, schools that
stress achievement might tend to select only good students and promote academic
segregation.

Some people question whether the voucher system would have any validity in
small rural school systems. Is it only for the large urban and suburban
systems? Choice becomes pointless if there is little diversity. And, it is
argued, if the system were implemented in the metropolitan area only, where
there are sufficient options to allow a "marketplace" approach, it would create
divisions between metropolitan and rural districts.

CITIZENS LEAGUE STUDY

In the spring of 1982, the Citizens Ieague, a nonpartisan public affairs
research and education group in the Twin Cities, issued a report entitled
Rebuilding Education to Make It Work. The scope of this report is considerably
broader than school financing, but the portion that deals with finances urges
the implementation of a voucher system. In line with the organization's more
general vision of decentralized decision-making, greater flexibility, and
removal of barriers that block innovation, the report recommends that, "Public
educational dollars should follow parents' choices about which schools or
educational services should be utilized." (2)

Iwo members of the research group issued minority reports disagreeing with
the voucher recommendation. They are concerned that "social and economic
inequities will increase under the proposed system." (3)

NOTES

X, Chapters were devoted to each of these advocates of vouchers in George R.
La Noue, ed., Educational Vouchers: Concepts and Controversies, part I, "The
Unregulated Voucher," 2-47.

2. Citizens League Report, p. 33.
3. Ibid., p. 47.
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E. PROGRAM-BASED FUNDING
(Foundation Service Program)

A report produced in 1981 for the Minnesota Senate Education Committee (1)
outlined a new method, the Foundation Service Program (FSP), which would fund
by program rather than by pupil. This is not a total school financing system;
it says nothing about how the money for public schools would be raised, or
whether there would be local options to spend above the FSP level.

Program-based funding, as visualized in the study, would include the
following concepts:

1) Foundation revenue provided to a school district would be the dollars
necessary to fund a standard set of intructional and support services for that
district, FSP would not require that the local district follow that standard
curriculum exactly. Rather, the local school board, working within the dollar
limits of this funding method, could put curricular emphasis where it believed
it was needed. (A program-based system could, however, require that all or
part of the standard curriculum be offered by the school in order to get state
funding.)

2) Assuming that the basic cost of providing such a standard program is
people cost, the FSP is described in terms of full-time equivalent (FTE)
professional staff by program area that are required for each 1,000 students.
The standards used were not hypothetical ideals but were based on what was
actually happening in Minnesota schools in 1977-78.

The researchers looked at 345 districts, all those with enrollments below

o arrive at a standard for service capability for secondary subject
2,000, t a f ] 1 f Jary
areas, administrators, counselors, and librarians. The mean of 18 average

districts was taken for a standard for kindergarten through sixth grades. The
standards could be changed by the Legislature as state revenues or the public's
desire for educational quality shifted.

The ratio of staff to each 1,000 pupils would not change gradually, but in
class jumps. As enrollment dropped (or increased), funding would change in a
stairstep pattern, not a smooth slope. A decline spread over several grade
levels would not add up to a staff drop under FSP.

3) A "training/experience index" for teachers and regional salary
schedules were developed and used to determine differences in amounts that
would be distributed to local schools. The training/experience index was
adopted from a Washington state model in which an index of 1 represents a
teacher with a bachelor's degree at step one in the salary scale. The number
of FTE staff needed to supply the model curriculum multiplied by the overall
training/experience index for the individual school district multiplied by the
regional salary base would determine the revenue allocated to a particular
district for licensed regular instruction.

Looking at actual practice in the state, the researchers found that
Minnesota students did not have comparable access to school-provided
professional services as of 1977-78. Wide variations among districts were
found in, for example, ability to deliver instructicn in such special service
subjects as art and foreign languages. Implementation of FSP in 1977-78 would
have required a 12% overall increase in licensed instructional staff and a 7%
increase in funding.

One of the most interesting and controversial parts of the FSP is its use
of teacher training and experience levels to determine how much state funding
flows to a particular school district. The present Minnesota funding formula
does not take this into account. Under the Foundation Service Program
districts with more experienced teachers would receive more dollars to help
cover higher salary costs.
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A teacher training/experience index could, of course, be used as part of
any funding method, not only a program-based one; but this idea is intimately
tied to the objective of providing a lewvel of curriculum, not a level of
dollars, for each child. Does the use of a training/experience index to which
revenues are tied provide equity? To believe so, one must assume that service
from a new teacher equals service from an experienced teacher.

Variations of the program-based funding system outlined above are possible,
of course. An example is funding of a minimum program with no weighting for
statewide salary differences and allowing a power-equalized levy for any
amounts above the minimum.

PROS AND CONS

Some of the arguments for the use of a program-based school financing
method using FTE teachers per 1,000 pupils as the funding unit are:

1) Funding would be sensitive to enrollment change.

2) Service capability is a better measure of quality than pupil units, number
of electives, or class size.

3) It shifts emphasis from dollars per pupil unit to services available to
students, enabling us to achieve more easily "a uniform system of public
schools" (Minnesota Constitution) by funding comparable instructional support
services to students.

4) Ewmphasis on licensed professional services to students is closer to the
real purpose of schools than attention to unit revenues and expenditures.
Information on revenues and expenditures may be valuable for school management
but are these data indicators of equal access to educational opportunity?

5) Significant curriculum control would be left at the local level.

Arguments against program-based funding are:

1) If based on a pupil/teacher ratio of 20/1, the program would result in
substantial statewide staff increasss which would be expensive.

2) It would be expensive to develop the specialized data base necessary to
manage the system.

3) For small school districts of under 300 students, it would be difficult
to supply a full program of services using the FSP formula, unless the ratios
were adjusted downward, resulting in substantially greater cost statewide.

4) The public might not accept the inclusion of local cost differences in
the funding formula. Sone of the major beneficiaries of the program would be
those districts which have the most experienced teachers, districts often
thought to be over-advantaged already.

5) If a previous year's data on teacher training/experience levels and
regional salary scales are used to determine the current year's funding,
existing cost differentials might be perpetuated.

NOTE

1. Foundation Service Program Stu Education Committee Minnesota Senate,

1981. This study was conducted under the direction of Joyce Krupey, Senate
research analyst and LW/ member, with technical assistance from Charles H.
Sederberg and Vernon L. Hendrix of the Center for Educational Policy Studies,
College of Education, University of Minnesota.

SOURCE

L. Krupey, Joyce, Director. Foundation Service Program Study., St. Paul:
Education Committee, Minnesota Senate, 1981.




IV. IMPORTANT OPTIONS THAT AFFECT FINANCING

A. THE CONTINUOUS LEARNING YEAR

One school system in Minnesota, Mora, has opened its schools to year-around,
regular use. Students attend classes for four 45-day sessions throughout the
year, with 15-day breaks between the sessions and a five-week summer break. At
any one time about 75% of the district's students are actually "in" scheol.

For Mora, it has been highly cost effective, saving considerably on energy. (1)
Throughout the country, 739 schools are using some kind of continuous learning
year.

Usually the continuous learing year is a last resort for school districts
that are overcrowded and unable rapidly to add on new school facilities. In
Minnesota's current fiscal difficulties, it might merit more general consideration
for the following economic and educational reasons:

1. It could reduce operational costs through better use of school space.

2. It could enable districts to close obsolete facilities or convert them to
other uses, or sell them and return them to the tax rolls.
It could reinforce continuity in education and cut down on review time,
allowing for enhancement of the educational program. ILearning gains would
not disappear over the long summer vacation.
Teachers would have the option of year-around employment.
Given the cutbacks in summer schools and lack of summer job opportunities,
the continuous year offers an attractive method of keeping students usefully
occupied during summer months.

Opponents maintain, amcng other things, that:
L - pe

There would be no summer session during which students could make up work.
Family vacations might be disrupted.

Students who need the earnings from summer jobs would not have the oppor-
tunity to work.

Students from farm families are needed at home during the summer (the
traditional reason for suspending school during summers).

NOTE

1. Phone conversation with Dr. Pius Lacher, Mora Superintendent of Schools,
June 22, 1982.

SOURCE

1. Phone interview with Dr. Pius Lacher, Mora Superintendent of Schools,
June 22, 1982.
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B. OSTAFF SALARIES

A discussion of school finance that considers only revenues and legislative
attempts to equalize them is incomplete. In most school districts nearly 80%
of income is used to pay salaries and benefits. When there is such a wide
range of staff salary differences among districts, LQUdl dollars per pupil unit
are not a guarantee of equality.

In 1980-8l, average professional staff salaries in Minnesota ranged from
$11,308 to $25,370 among the school districts. The reasons for this range
include staff maturity, staff level of postgraduate achievement, and the
effectiveness of contract negotiations.,

Solutions to the problem of vastly differing salary costs from district to
district are beyond the scope of this study. Several studies have been
undertaken by educational research organizations to examine the delivery of
educational services. (1)

Iegislative efforts in Minnesota to deal with staff salary disparities have
led to some of the adjustments referred to earlier in the current Foundation
Fornula; e.g. the Grandfather component recognizes that one of the factors in
high-cost districts may be high-cost staff. Further efforts to equalize
staffing costs may be made. A change from pupil unit funding to any base that
is more cost-related would help.

Incentives for greater movement of mature staff could be provided, so that
a teacher could transfer from one district to another without loss of
seniority. Promoting a better mix of beginning and experienced staff in all
school districts would have educational benefits that are more than financial.
Some people have suggested regional or even statewide salary schedules.

There is little likelihood that current practice in settling teacher
salary negotiation: will bring about anything but larger cost differentials
among districts. The Public Employment Labor Relations Act (PELRA), passed in
1971 and amended in 1974 and 1980, has given teachers a stronger voice in
contract negotiations. 1In 1981-82 there were 35 teacher strikes in Minnesota.
If contract settlements exceed what the local district can really afford,
either 1loca taxpayers must make up the shortage, or cuts must be made in
educatioal services or staffing or both.

As we attempt to provide equal opportunity in education, a labor-intensive
business, Minnesotans cannot overlook the disparities in labor costs among
districts. Equal dollars do not necessarily deliver equal services throughout
the state.

NOTE

1. Studies are underway by the Carnegie Foundation and the National Academy of
Education.
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C. SCHOOL DISTRICT REORGANIZATION

"It is the policy of the state of Minnesota to reorganize school districts
into local units of administration which will afford better educational
opportunities for all pupils, make possible a more economical and efficient
operation of the schools, and insure a more equitable distribution of public
school revenue.

This was the initial policy statement of SF 156, introduced in 1977 by Dr.
Jerald Anderson, former state senator fram North Bran The remaining

sections of SF 156 dissolved all school districts and reestablished 92
COUDtY“alZEd districts. Senate staffers who remember this bill claim that it
generated a greater flood of mail in opposition to its passage than any other
bill before or since. It seems that Senator Anderson had "hit a nerve" in the
education-sensitive Minnesota voter. Those who claim to know about public
reaction to the consolidation issue were not surprised at the outrage evoked by
this bill.2,66

1947-71 CONSOLIDATION

But Minnesotans have consolidated school districts without all this fuss:
from 1947 to 1971 the total number of school districts in Minnesota was reduced
from 7606 to 440. The 1947 Ilegislature appointed a Commission on School
ReorganiZWtion At the state level there was an Advisory Commission whose task
was to gquide school survey committees and local school planning groups. The
Cammission stated their three principal aims: "1) better educational
opportunities for all the pupils d inhabitants of the county; 2) more
equitable, efficient and conomical administration of public rﬁ“ﬁols; and 3)
more equitable distribution of public school r wes and costs of ‘
These 1947 aims don't sound much dif. ont from the policy statement in SF 156,
drafted 30 years later. Yet the reaction to the P‘qudﬂl/iLlQD Commission and
SF 156 were n4L<Ju1y different.

Three significant differences between the two reorganization efforts may
explain the two reactions, and these are essential points to consider if
reorganization of dLSLflCLS seans to be one of the solutions to the state's
current financial problems.
ture initiated

3 The Point of Deps arture. When a >
L .JE So e of

5
reorganization there were 7606 independent school dist f.*' S
these districts did not even have a sc

elementary school. Many were the old one-roam country schou1ﬂanJhJ.

By the time the Commission completed its work in 1971, almost every child
in Minnesota 1lived in a school district that offered at least a 1-12 program.
There was no doubt that educational opportunities For Minnesota's children had
been wvastly improved. In 1977 problems weren't quite as vast, and the
financial and enrollment problems Dr. Anderson predicted were still five years
away.

2. The Timg__}::". It took the Commission on School Reorganization 24
years to consolidate. SF 156 proposed that its reorganization take two years
Considering the vast scope of the change proposed, that was hardly sufficient
time.

3. The Method Used. This was probably the most important difference. The
1947 Iegislature provided the impetus, broadly sketched in the guidelines, but
the real decisions were made by local school survey committees and local school
planning groups. It was not done by legislative fiat. Experience has shown
that change must be directed by the local citizens affected by it. It cannot
be imposed on them from outside.

Although the Commission on School Reorganization seems to have succeeded in
its mission, there was one piece of unfinished business. That was, according
to the commission, the "merging of inefficient secondary districts into
stronger units of operation." Since 1971 there has been little progress in

sl
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that direction. Now, more than a decade later, that unfinished business may
need to be tended to.

IS REORGANIZATION AN ANSWER?

To determine whether or not reorganization is an answer to some of the
financial problems facing the Minnesota educational system in the 198o's, let
us look again at the three aims of the 1947 Iegislature, which were restated in
the 1977 Senate bill.

| £ Does consolidation cffer >d
Reorganized districts reported to the Commiss saveral nhrnq. eS
the following: expanded curriculum, better trained faculty and improved nnldlﬁg
power, i.e. more students graduate. Optimam size studies conducted by the
State Department of Education (SDE) argue that a minumum basic program would
require a secondary teaching staff of 12 to 14. To support such a staff, the
enrollment would have to be at least 200 secondary students. There are several

schocol districts in Minnesota that have fewer than 200 students, K-12.

The explosion of knowledge that has occurred in the mid-Twentieth Century
makes greater demands than ever before on both students and faculty. There are
no easy career choices any more and a limited secondary curriculum puts our
high school graduates at a disadvantage that is not only unfortunate but may
be challenged in court.

24 Does ruorganlzatlon offer "more economical and efficient operation"?
Although the best answer this n he to awailt the results of a study
undertaken by the Blue Earth County districts on this specific question, a
partial answer can be derived from reports to the SDE on paired districts.
1977 the Iegislature adoptec L? 122.85, Experir Lt Pairing (prcbably as a
viable alternative to SF 156) anc f .° the > expanded the pairingc
option to all districts. These tut =133' two or more districts to
enter into a pairing afr“mn,qug'ml permit them to discontinue same grades and
to cooperate on programs and services. Sometimes this pairing leads to
consolidation.

Two districts in Minnesota, Ec £893 and Wood Iake #896, were the first
districts to agree in 1977 to pair ar ventually involve the entire student
population, In a report sent )E in June, 1981, the superintendent
reported that:

Should the two districts discontinue the pairing agreement, total staff
additions (to maintain the same level of program) would be 2.6 additions in
administration and 13 more full-time equivalent professional teaching

staff. With 21 FTE currently serving the combined d.:iYLCLH, this
constitutes an increass f over 60%. In a labor-intensive field such as
teaching, the savings realized in this pairing agreement is significant.

Therm are, of ; soma increases in costs due to pairing, the larg

f these is increased transportation costs.

Other paired cks  report similar savings. Another benefit to the
pairing is that deLtlunql elective choices are available. A superindendent
reported to the SDE that 32 additional electives were available to the tenth
through twelfth grades of his paired district.

e
SD

e

Will reorganization ensure a "more equitable distribution of school

Under the current "per-pupil unit" funding, the size of the school

does not affect the distribution of state funds. There are certain

CnLPthlcaL aids, however, that would be more equitably distributed if smaller
districts were reorganized.

If, for example, there are too few pupils in a Limited English Proficiency
program or in a Special Education Program to fund at least one full-time
equivalent position, then e either the program cannot. be offered (in which case
the needs of these dL%aGVmﬁquOj students are not being met) or a funding floor
allows any district to receive at least a minumum number of dollars. This is,
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of course, inequitable distribution of revenues--all in the name of equitable
opportunity for students. Should the state ever move to program-based funding
rather than pupil unit funding, smaller districts would have to reorganize or
they would be receiving a far greater proportion of state funds than their
enrollment would warrant.

Finally, reorganized districts, i.e. larger districts, would tend to even
out the highs and lows in district property values so that property tax revenue
collections would tend to equalize. This may have provided the greatest
impetus for districts to reorganize. When district finds Lhﬁ by cambining
with a neighboring district its too-high property taxes might be reduced or
that its share of state aids might be increased LF the nei3hﬁarlna district has
a low equalization factor, then the consolidation idea is far more appealing.

OPPOSING ARGUMENTS

Those who have opposed consolidation wusually rely on four general
arguments:

1. The school is the "heart of the community", often serving as the center
of the town's social activities. Therefore, to lose the school would be to
destroy the community.

2 There are virtues of "smallness," and students who attend small
schools are given greater opportunities to lead and participate in
extra-curricular activities.

3. Iong bus rides are detrimental to children's health, the time spent
limits their participation in activities, and extra maintenance and energy
costs are incurred.

4. Iocal control over schools must not be lost:; consolidation would weaken
local control.

Proponents could certainly cite the arguments mentioned earlier in defense
of reorganization. But no arguments are 1likely to entirely win over all
opponents, and any changes that are proposed in Minnesota's district
organization must respect such local concerns.
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V. CONCLUSIONS

A. SURVEY RESULTS

Minnesotans interviewed in spring of 1982 by members of local Leagues of
Women Voters in a cross-section of state school districts do not seem
fundamentally dissatisfied with the way we currently finance public schools. A
fairly large percentage cf the education professionals and interested citizens
questioned think the system provides a basis for equal educational opportunity
for our children, and that is what they believe a school finance system should
do.

Comnittees from local Ieagues gathered responses to six questions from
school superintendents, £inance directors, school board members, teachers and
knowledgeable residents as part of this study. The LWVMN research committee
considered it imperative to have some current information on how people
actually involved in our public schools view the finance system.

We cannot derive valid statistical data from the survey; the sample is too
small for that. However, the answers were surprisingly consistent and the
study group believes they give a good sense of thinking around the state.
Following are the major responses to each question.

1. "In what ways have current school financing laws affected your district?"

Answers to the first question reveal the tradeoffs that accompanied the
reforms of 1971, A large number of people said that they have less control
now, that they have lost local discretion. Dependence on state funds has cost
them the means to make long-range plans. At the same time, a similar number

people said that they do have more money now, that things are better--or at

least they were until the state's recent fiscal troubles.

A substantial number do not believe they are better off, however. They are
generally in large districts that had generous budgets The common
responses fram people 1in these districts were that they have lost programs,
used up their reserves, and been penalized for having high quality programs
before 1971, As might be expected, satisfied respondents live in districts
that were relatively "low-spending" prior to the law. Many respondents, both
satisfied and unsatisfied, also mentioned that under the current system
property taxes have been reduced and the tax burden has become less unequal.

2. "What are the major problems of the current state school financing
structure?”

There were four major problems mentioned, three of which refer to the
difficulty of adapting the formula to changes. The most-mentioned problem was
that the current structure is too dependent on the state's economy, unable to
adapt to inflation. The other two problems are similar: that the formula does
not deal adequately with declining enrollment, and that it does not take costs
of providing an educational program into account.

The related fourth problem, mentioned second most often, is the inadequate
results of attempts to change the formula to deal with these problems. Many
respondents said there are too many inequities, too many special aids, too much
unequal distribution of money.

3. "Does the current financing structure provide a basis for all Minnesota
children to obtain an equal educational opportunity?”

A fairly large number believe that the system does provide a basis for
equal educational opportunity. Those who think it does not most often
mentioned current inequities, such as too much "extra" aid to some districts or
variations in ability to obtain excess levies. Respondents from small
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districts also often mentioned inequities of scale; they simply cannot possibly
offer the educational program opportunities of large districts. There were
also some who questioned the concept of egual funds providing equal
opportunity.

4. "what should be the aim of the school financing system?"

Answers to question 4 brought out a good deal of theoretical discussion of
the meaning of "adequate," "equal," and "basic" education. In general,
respondents want equal educational opportunity. Many of them pointed out that
"equal education" is not an achievable objective, but they think children
should have access to essentially equal programs, at least in the basic
subjects.

5. "What are the advantages and disadvantages of greater reliance on the local
property tax to finance schools?

Question 5 was aimed at obtaining reactions to the current trend toward
greater reliance on local property taxes. chpondents saw both benefits and
dangers, and many of them brought up both. There are two major benefits, the
first obviously directly related to the current state fiscal crisis. Iarge
nunbers of people said that an advantage of reliance on the property tax is
that it provides a stable source of income,

The second benefit mentioned was "local control." Although it is not eas
to define what they mean by local control, respondents clearly believe tht
they have more discrektion over money E'l’”l locally. One board member said,
"You could determine vour own destiny.”

The first disadvantage stated arises from the nature of the property tax.
It is considered less fair it would increase the burden on low-income
residents and poor districts. Respondents F=.m districts which include many
farms often mentioned the unfairness: farmers' land may have very high
assessed valuations, but their actual income may be l_w

The second disadvantage seen by many respondents is the possible danger of
having to rely on local voters for support of the schools [fbdl residents may
not be willing to pay more taxes, and t‘.i'll"-" :' ay not be syn

chools' needs. One school board member sz "Greater r*LJdn““ on local
property taxes appeals to the 'local control' ar.,wrx.a_:_-:rj, but it is a high-risk
strategy."

. ow is your di 1.C goinc o weath he funding cutbacks?
6. "H y strict going t her the funding cutbacks?"

Question 6 elicited many answers, the majority of them falling into the
categories of program and personnel cuts. A number said there might not be
visible cuts but they would be using up their reserves or were planning to ask
for an excess levy.

GENERAL IMPRESSIONS

Some general impressions can be noted. There does not seem to be a
fundamental dissatisfaction with the Minnesota Miracle. Complaints center
around its inability to respond to current fiscal problems and its possible
lack of ‘"eguity." Those W“D think it is inequitable now generally want to
tinker with it so that they get at least as much as everybody else.

There is deep-seaced resentment of districts which have high "grandfather
levies" by residents of those who do not. One comment was, "The Grandfather
formula was to keep wealthy districts wealthy 2 and it has done just that!"

Strong support was evident for some basic educational program available to
all children and funded by the state, with local districts free to pay with
local levies for "extras" which their communities desire.

A district finance director countered with the following thought-provoking
questions when asked what the aim of the school financing system should be:
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"Should people be allowed to quit supporting schools? Who steps in as an
advocate for the child?"

ine The 1971 Omnibus Tax Act

The purpose of this study has been to reexamine
ffectiveness. We have also
2

and its amendments to determine its cuhr»nt eff
investigated some options to the current school financing system.

The 1971 law made extensive changes in both ‘QMMLLLOPWI finance and state
taxes. These reforms were widely acclaimed as the "Minnesota Miracle." In the
decade since then, the additions have been called "fine tuning" by somne,
"disequalizing" by others. Each addition, attempting to address a problem,
seems to create new problems. Also, both the state and nation have undergone
an economic recession, endured a high inflation rate, and experienced large
population shifts that have had great impact on our schools.

When asked about the adeguacy of current financing methods in state
government, U.S. Rep. Martin Sabo, former Speaker of the Minnesota House of
Representatives, said, "One cannot separate the structural questions from the
financial." What this study has attempted may be an impossibility, for it has
addressed the financial questions with 1little attention to th3 structure.
Taxes, educational policy, and education finance are all so inextricably bound
together that one cannot avoid distortions when cutting one issue froam the pack
in order to try to understand and evaluate Jl‘.

However, the whole education picture was beyond the committee's charge. At
times, the study group has ventured into some of these related areas, but
Oklﬁ&ﬂ”]?& of space, time, and energy have drawn us back to our central issue

To study public school finance in Minnesota was our task It is no
task of other Minnesota citizens to educate t elves “his issue anﬁ eit
reconfirm their satisfaction wi the financing law we have or armine
next step: more reform? a new Flpﬂnﬁlnq schema? a new “miracle'?
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FACTS and ISSUES: EDUCATION

HOW WILL WE PAY FOR OUR SCHOOLS?
FINANCING PUBLIC EDUCATION
IN MINNESOTA (K-12)

League of Women Voters of Minnesota

August 1982

I. Current Status of Financing of Public Education

A. Introduction
Reform Movement

The social consciousness of the mid-
Twentieth Century generated a move-
ment to redress unequal educational
opportunities in this country. Many peo-
ple recognized that being black or white
made a difference in the education an
individual could expect; being rich or
poor made a difference; being from a
community that valued or did not value
education made a difference; living in a
property-rich or property-poor school
district made a difference. Numerous
court challenges reflected the general
consensus that an overhaul of school
funding was due.

In Minnesota the Governor and Legis-
lature initiated changes which brought
the state’s school financing system more
into spirit with the constitutional mandate
“to establish a general and uniform sys-
tem” of education. Widely known as the
“Minnesota Miracle," the 1971 Omnibus
Tax Act had as its main goals to equalize
tax effort of property owners while at the
same time promoting greater equaliza-
tion of school expenditures throughout
the state. The Legislature continues to
have a large role in the joint state-local
effort to finance schools.

Amendments to the 1971 Law

In the decade since, numerous amend-
ments to the original Act have reflected
significant changes in schools and soci-
ety not anticipated by those who drafted
the 1971 law. Inflation, declining enroll-
ment, the increasing needs of special
groups, and, most recently, declining
state revenues in a recessionary econ-
omy have prompted these amendments.
Some believe the amendments have “fine-
tuned” the law; others think the changes
have turned the Minnesota Miracle into
an unwieldy instrument, difficult to
understand and unresponsive to present
needs.

Copyright 1982 League of Women Voters of Minnesota

The League of Women Voters of Min-
nesota (LWVMN) was actively involved in
efforts to pass the 1971 law, lobbying
from its 1969 position on equal opportu-
nity in education. Details of that position
have enabled LWV lobbyists to support
many of the changes made in the law dur-
ing the past decade.

Have these "adjustments” caused a
loss of many of the law’s original fea-
tures, those designed to distribute funds
equitably and reduce reliance on the
local property tax? Educators and the
concerned public have begun to ask fora
reexamination of Minnesota's school fi-
nancing system. What was appropriate in
1971 may not be what schools need in the
'80s.

B. Minnesota Law and Some
Problems With It
Schools in Minnesota are financed by a
combination of state and local monies
(with some additional funds, about 6%,

Method of Study
In carrying out this study, the LWVMN
research committee read widely and in-
terviewed many state leaders in govern-
ment and education. They also used the
results of interviews conducted by local
League members with school personnel
and concerned citizens to provide a
sense of the thinking around the state. A
summary of the responses to this survey
appeared in the June-July 1982 Minne-
sota VOTER and is included in the more
detailed version of this study published
by LWVMN in August 1982. The more
extensive version also includes the
sources of information for the study.
Additional copies of this paper, as well as
the more detailed, computer-printed ver-

sion may be obtained from:
League of Women Voters of Minnesota
555 Wabasha St.
St. Paul, MN 55102
(612) 224-5445
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which we will not discuss here, from fed-
eral sources). The state share of this
money is divided among three aid pro-
grams, Foundation aids, categorical aids,
and tax relief aids.

The Foundation Formula

The Foundation Formula includes
Foundation aid from state tax sources
and property tax revenues from local
levies. The state portion of this formula,
Foundation aid, constitutes 70% of the
total state aid to school districts. Local
districts are unrestricted in their use of
this aid and the related property tax
revenues to meet their current operating
costs.

The local property tax portion of the
formula is based on district ability to pay
as measured by property valuation in the
district. An equalization factor deter-
mines what proportion of the funds
comes from state aid and what from
property tax in each district. The higher
the property valuation, the less a district
gets from state aid, and vice versa. Some
districts, with high local property valua-
tion, raise all their Basic Foundation
amount from the local property tax: they
are, thus, "off-the-formula.”

“Equalization ... refers to an equal
minimum rate of taxation among school
districts which supports a minimum guar-
antee of equal dollars per pupil unit.
Above these minimums both tax rates
and dollars per pupil vary greatly among
districts depending upon varying student
needs, district costs, and district educa-
tion and tax choices."

Hlustration of Formula

There were in 1981-82 five parts to the
Foundation Program. All but one could
be made up of both state and local
monies. Beginning in 1983-84, a sixth
part, Low Fund Balance Aid and Levy,
will be added. The accompanying chart
entitled "Foundation Formula Program,”
based on one provided by the State
Department of Education (SDE), illus-




—————————— REFERENDUM LEVY voters

-
LOW FUND BALANGEAID
(not fully equaljaet])
_-~" BEGINS 1983-84
-

T LOW FUND BALANCE LEVY

-

-

BASIC FOUNDATIONAID ___—==""
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Foundation Formula Program in Minnesota - 1982

Local property tax revenue. Not equalized by the state. No restrictions
except what voters wan!. Set by school board but must be ratified by

Low balance districts qualify for $60 per pupil unit. The lowest 75% in
property vajues receive proportional state aid. Top 25% raise this
component by local levy. Board of eligible district may choose to levy.

Available to any district that wants to levy up to state-set mill rate and
o = dollar yleld maximum, Local board may choose to levy; state equalizes
Voters have reverse referendum oplion

REPLACEMENT AID . Based on growth, decline and sparsity factors, Local board determines if
e levied, State shares cost as with basic aid
______ REPLACEMENT LEVY
o
GRAND‘F&THEHM' Based on high spending in 1971; now trozen at 1880-81 amount. Local
(not fully eg_u.ﬂliod] board determines if levied, State aqualizes for districts with below aver-
g age property values
7 GRANDFATHER LEVY

State portion based on aqualization factor, so that per puplil unit revenues
are equal throughout state. Local contribution based on district's proper-
ty valuation, Tax rate maximum set by state. Panalty for districts that levy
less than maximum.

trates how state aid and tax levies are
combined to arrive at the total formula
amount for each district.

The illustration is not proportionally
accurate. The Basic Foundation Aid and
Levy usually represents about 77% of a
district’'s monies. The supplementary
components are not equal either. For ex-
ample, in 1982-83 the local referendum
will account for 3.2% of the total Founda-
tion Program statewide, up from under
1% in 1981-82.

The diagonal lines dividing the boxes
are not meant to imply that state and
local shares of a component are equal.
The shares are, of course, different for
each district, depending on the district’s
ability to pay as measured by property
valuation.

Some definitions:

Levy - money raised from tax on local
property.

Aid - state funds from the income and
sales taxes.

Pupil Units - weighted count of stu-
dents in a district, taken each year and
used as basis for the guaranteed dollar
amount of the Foundation Formula. The
weighting depends on several factors,
including the grade level of the student
and whether the student’s family receives
Aid to Families with Dependent Children.
The weighting is an attempt to take into
account the differing costs of educating
different children.

Legislature sets allowance and fax rate
The amount of the Basic Foundation
Formula is determined by the state Legis-
lature. Increases have been made
through the decade, partially in response
to inflation, but considerably below the
inflation rate. The 1971 average pupil unit
cost was $663, and the formula was set at

$600 for 1971-72. The formula for 1981-82
was set at $1333. For 1982-83, districts
were to be guaranteed $1346 per pupil
unit, until the 1982 Legislature required a
1.5% budget cut because of the state's
fiscal problems.

One of the criticisms of the Foundation
Program is based on the somewhat arbi-
trary means used for arriving at the for-
mula allowance. Education committees
of both the House and Senate tend to
bargain on this point, arriving at an
amount that the state budget will bear
which has little direct relationship to the
real costs of educating students (al-
though they may take costs into account).

The Legislature also sets a required
rate of taxation (mill rate) that must be
levied locally to provide the district's tax
portion of the basic formula. The 1971-72
rate was 30 mills. In 1981-82 the rate was
21 mills, and the rate for 1982-83 was set
at 23 mills plus one optional mill. Aids for
1982-83 are computed using 24 mills ap-
plied to equalized property valuations
(adjusted for varying assessment prac-
tices around the state).

Added Components

Because it is recognized that there are
cost differences from district to district,
adjustments in the total Foundation Pro-
gram have been made over the last 10
years. Some of the adjustments have
made the distribution of funds more
equitable; others have tended to dis-
equalize the distribution. Each of these
adjustments has added a component to
the basic Foundation Formula.

The first supplement to the basic foun-
dation formula is the Grandfather Aid and
Levy. It has become one of the most con-
troversial parts of the law in recent years.
In 1971, when the greatest effort was
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made to equalize spending throughout
the state’s school districts, those districts
that had been spending over the state's
average were allowed to continue raising
that amount through local property taxes.
That additional levy is now equalized with
state aid for districts with below average
property values. For other eligible dis-
tricts, the full amount comes from the
property tax.

The original intent was to gradually
reduce the Grandfather allowance so that
high-spending districts would be brought
down to the state's average within 40
years. In fact, that reduction never oc-
curred, and districts that were high
spenders in 1971 still have the option to
maintain a higher spending level today.
The disequalizing effect is obvious. In
1981, 177 districts of the state's 432
received a Grandfather allowance of be-
tween $1.00 and $475.00 per pupil unit.
The other districts had no Grandfather
allowance.

The second supplement to the basic
foundation formula is the Replacement
Aid and Levy, which is a system of shared
state and local funding for the costs
associated with sparsity and enrollment
change. These aids were computed sepa-
rately and fully paid by the state prior to
1880-81. The amount comes from aid and
levy in the same proportion as the basic
foundation formula. This revenue was
received by 424 of the 432 school districts
in 1981-82. The highest per pupil amount
from Replacement revenue was $284.

Declining enroliment has been one of
the major problems to hit the state
schools in the last decade. Recently
many districts have learned that decline
may be more difficult to deal with finan-
cially than increased enrollment. A dis-
trict may lose a substantial amount of
money as its pupil units decline, yet incur
no reduction in costs. For example, a dis-
trict with a K-12 enroliment of 500 stu-
dents might lose 50 pupils and, therefore,
realize a 10% loss in aids. Yet, if those
students were lost at the rate of four per
class, it is possible that there would be no
reduction in staff, no cost savings in
equipment and utilities; and little savings
in supplies.

When reduction in staff does take
place, by Minnesota law the teacher with
least seniority (who is, typically, the low-
est salaried teacher) is the one to leave.
The savings are less than if a teacher get-
ting an average or high salary were
dropped.

The third added component, dating
from 1979, is the Discretionary Aid and
Levy. Bowing to those who call for more
local control, this component is optional.

High staff costs or expanded program
offerings might be reasons why a district
would opt for this aid and levy.

Under the Discretionary component a
mill of tax levy is equalized by the state to
provide the same number of dollars per
pupil unit as would a mill raised under the
basic formula, subject to a legislative
limit on the number of mills a district may
levy. In 1981, 314 of the state's 432 dis-
tricts used this option. The maximum
allowance set by the Legislature for 1982-
83 is 2.25 mills guaranteed to raise
$138.52 per pupil unit. The law allows for
areverse referendum by voter petition on
this levy.

The fourth supplement to the Founda-
tion Formula, added during the 1982
legislative session but not available until
1983-84, is the Low Fund Balance Aid
and Levy. Fund balances in many school
districts were depleted following the with-
holding of school aids during the 1981-82
state deficit crisis. This allowance is the
Legislature's attempt to make up for
some of that loss. Only districts with bal-
ances below $316 per pupil unit will
qualify.

The final supplement to the Foundation
Program is the Referendum Levy, locally
generated and unmatched by state aids.
The only limit on this is what the local
voters will accept. Ballot proposals are
expressed in mills and the amount raised
by that millage in the first year, for a spe-
cific year or years or ongoing. In 1981,
171 of the state’s school districts had
money raised from local Referendum
levies, passed in that year or earlier,
which they used to supplement their
Foundation funds. The amounts varied
from $21.20 per pupil unit to $1411.34 per
pupil unit. Since 261 districts had no
money raised from referendum levies in
1981 and most districts face financial
crises, a large number of districts are
likely to hold referenda to ask for addi-
tional tax money in the near future.

Categorical Aids

Categorical aids are distributed to local
districts to support specific categories of
programs agreed upon by the Legisla-
ture, the SDE and local districts. Some of
these are mandated programs, some are
optional. They are designed to address
certain problems not dealt with under the
original 1971 Omnibus Tax Act. Many of
them have been supported by the League
of Women Voters.

A percentage of the costs, different for
each type of aid, is paid by the state.
These aids are akin to the idea of
Program-Based Funding (see section on
that subject), which is espoused by some
who are dissatisfied with the Foundation
system of funding by pupil unit.

The major categorical aids are Trans-
portation aid, Special Education aid, and
Secondary and Post-Secondary Voca-
tional aid. There are over a dozen other
miscellaneous categorical aids, for such
programs as Gifted and Talented Stu-
dents, Indian Education, English As a
Second Language, and Community
Education.

Transportation aid is a large and grow-
ing portion of state aids to local districts.
Even though enroliments in both public
and nonpublic schools have declined
since 1971, the number of students trans-
ported has increased every year. These
increases are due to desegregation ef-
forts in the three major urban districts,
pairing or consolidation between dis-
tricts, increases in programs for handi-
capped pupils, increases in shared time
between public and nonpublic schools,
and high energy costs. Transportation
costs for extracurricular activities or field
trips are borne solely by the local districts
out of their general funds (Foundation
monies). The proportion of transporta-
tion costs covered by the state was
decreased in 1981-82 as part of the legis-
lative response to increasing costs of
transportation and decreased state
revenues.

Special Education aids go to school
districts based on their costs of instruc-
tion and supplies (one of the few current
programs for which funds are tied to real
costs, although the state's percentage
contribution was recently decreased).
These are mandated programs and they
are costly. Districts must provide educa-
tional services for the speech impaired,
mentally retarded, physically handi-
capped, hearing and vision impaired,
learning disabled, emotionally disturbed,
and pupils with special behavioral
problems.

Vocational Education aids, both sec-
ondary and post-secondary, are also
appropriated to districts according to the
costs of instruction and equipment. Some
of the costs of post-secondary vocational
education are met by tuition.

Although the other categorical aid pro-
grams have a minimal impact on total
state financing, they address some prob-
lems specifically that might otherwise be
ignored. Total monies spent on Gifted
and Talented Student programs have not
been great, but the LWV has been a long-
standing proponent of this kind of state
aid. Similarly, the special needs of the
recent immigrant population in Minne-
sota schools have been addressed by the
English As a Second Language and the
Bilingual Education programs.

Some legislators argue that categorical
aids, the scope of which has been ex-
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panding throughout the past decade, vio-
late the spirit of the 1971 Tax Law. They
claim that these aids are disequalizing.
Some school officials as well as legisla-
tors complain that, in some cases, pro-
grams are mandated at the state level that
local districts may not want to provide or
be able to afford.

Tax Relief Aids

Tax relief aids are non-equalized com-
ponents which constitute about 15% of
the state aid distributions to Minnesota
school districts. They provide property
tax relief to owners of both homestead
and agricultural property. School districts
also get aid in lieu of taxes for some types
of property within their districts which
are exempt from local taxation, e.g., Tac-
onite tax revenues and Attached Machin-
ery aid.

Tax relief aids reduce the levy certified
by a school board; thus districts that are
“off the formula” in terms of Basic Foun-
dation aid actually get a considerable
amount of state aid for tax relief. The
effectiveness of these tax relief aids in
guaranteeing equitable tax burdens state-
wide is debated. It is possible that they
will be the next components of the financ-
ing formula to undergo “adjustments.”

In Summary
Together the components of the Foun-
dation Formula add up to varying
amounts of revenue per pupil unit and
varying tax rates, all as a result of histori-
cal spending levels, funding needs rec-
ognized by legislative decisions, and
local decisions on tax levies. Total Foun-
dation revenue per pupil unit in 1981-82
ranged from $1344 to $2894, due to dif-
fering district entitlements in the com-
ponents that supplement the Basic

Foundation Aid and Levy.

We have provided an overview of the
current Minnesota school financing law
with a few of its problems. According to
the SDE, the Foundation Program
“assures that all school districts will have
an adequate educational program.”™ Is
each district's educational program
“adequate”?

People frequently complain about the
complexity of the funding system. But if
the complexity is necessary to provide
equitable funding, it should not be
criticized. Is the complexity necessary? Is
the funding system providing equal
educational opportunity for Minnesota
students?

Notes

1. Joyce Krupey, The Foundation Formula, draft of unpub-
lished paper, (St. Paul: Office of Senate Research, June
1982), 1-2

2. "ABC's ¢f Minnesota School Finance, The," SDE Special
Aeport, 13:4, June 1979 (St Paul: Minnesota State Depart-
ment of Education), p. 10,




C. Recent Demographic and
Economic Developments
School children are becoming a de-
creasing proportion of the nation's popu-
lation. During the '70s the percentage of
respondents to the Gallup Poll of Public
Attitudes toward Public Schools who had
children in school dropped from 50% to
32%. Public school enrollments were
increasing in Minnesota through the
1971-72 school year, when our current
financing law was passed, and have
decreased steadily since.

Minnesota Enrollment
in Public Schools (K-12)

Number of Percent of
Year Students Peak Year
1871-72 (peak) 916,355 100%
1981-82 736,000 80%
1984-85 (projected) 708,649 TT%
1890-81 {projected) 738,757 B1%

Source! Minnesota State Departmant of Education

Economic Changes

Political and economic forces affecting
the state, both internal and external, have
had a generally negative impact. Minne-
sota was one of nine states to index per-
sonal income taxes between 1978 and
1980. Six of these, including Minnesota,
experienced a loss in state revenues by
the end of 1981. Some critics argue that
Minnesota over-indexed, but the most
likely cause for this decline in revenues is
the severe national recession which
began in 1981,

Minnesota personal income rose 10.3%
in 1980-81, while the national average
income rose 11.6% and there was a 10.4%
inflation rate. At the same time that Min-
nesotans are experiencing both a re-
duced personal income and reduced
state tax revenues, the New Federalism of
the current national administration is
creating major cutbacks in federal aid to
states and localities.

In funding for elementary and second-
ary education, the federal share of Min-
nesota's education dollar has generally
been around 6%. In 1981-82 the percent-
age dropped to 5.2 (while the national
average was 8.1%). School programs that
lose federal funding must either be elimi-
nated or their costs must be picked up at
the district level, where competition for
dollars is growing.

Federal cutbacks in all areas of local
and state services have, in 1982, been
about 4%. In the previous two years, fed-
eral aid to Minnesota had grown 12.2%
and 10%, respectively, making the 4%
reduction seem even greater in compari-
son. Indications are that the reduction in

federal dollars will continue.

When cutbacks at the federal level
occur more rapidly than they can be
absorbed at the local level (or when local
expenditures increase), the state is in the
middle, suffering the major shock. Since
states are constitutionally required to
maintain balanced budgets, this squeeze
may demand some fancy footwork.

School aids represent such a major
percentage of the overall state budget
that periods of fiscal crisis for the state
affect school financing greatly. As one
school board lobbyist put it, referring to
the combined effects of the changes in
population and the drop in state reve-
nues, “l can see us being put in the posi-
tion of fighting for tax dollars with the
elderly and the handicapped ... Not a
pretty picture.”

D. The Courts and School

Finance Reform:

Legal Opinions of

the Last Decade

Pressure from the courts was and is a

factor influencing legislators to take
action to improve equality of access to
good public eduction in the United
States. Curtailing of educational expendi-
tures on the basis of property wealth,
household income, municipal overbur-
den, education overburden, or local votes
to keep property taxes low have all been
successfully challenged in court. Some
court decisions require a state to con-
sider education need and/or to imple-
ment some affirmative duty.

Serrano v. Priest
. . .in ademocratic society free public
schools shall make available to all child-
ren equally the abundant gifts of
learning.”
Serrano v. Priest, California, 1971

Landmark school finance reform cases
were Serrano v. Priest | and |l (487
P.2d1241-1971' and 557 P.2d929-1976).
The first case invalidated the California
system of school finance on constitu-
tional grounds. Relying predominantly
on the local property tax, the financing
system discriminated against the poor,
making the quality of a child's education
dependent on the wealth of his or her
parents and neighbors. The California
Supreme Court called for fiscal neutral-
ity: an equal tax levy must mean equal
amounts of money to spend on each
pupil in every district.

In Serrano v. Priest 1i, the California
Supreme Court accepted the proposition
that a positive correlation exists between
expenditures per pupil and the quality
and extent of availability of educational

o
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opportunities. While some difference in
spending levels is necessary because of
differing educational needs, the court
ruled that the disparity existing then in
California violated the state constitution's
equal protection clause. The doctrines of
fiscal neutrality and equal expenditures
to provide equal opportunity were ac-
cepted as guides for the reform of school
financing systems in several other states.

Other Court Decisions

Other decisions have followed, based
on wording in each state's constitution or
interpretations of the Fourteenth Amend-
ment, with somewhat contradictory as-
sertions of the level of equal opportunity
that must be achieved by a state’s school
finance laws.

In the most recent ruling, the U.S,.
Supreme Court held that illegal alien
children have a constitutional right to a
free public education. The court an-
nounced in June 1982 that a 5-4 majority
had upheld two lower federal court deci-
sions which declared unconstitutional a
Texas law refusing state funds for the
education of the children of illegal aliens.

Associate Justice William Brennan
stated for the majority that education is
not a right under the U.S. Constitution,
but that once a state provides it for some
children, it must make education availa-
ble for all children. Education plays a
fundamental role "in maintaining the
fabric of our society” and must be given
special protection.

In an unusually clear example of the
sharp difference of opinion within the
court (and among other students of the
issue), Chief Justice Warren Burger
wrote for the minority, “the Constitution
does not provide a cure for every social
ill, nor does it vest judges with a mandate
to try to remedy every social problem."?

Is either wealth or geography a permis-
sible base for classifying children for the
purpose of determining how much is to
be spent on their education? Is wealth or
geography so related to maintaining local
control over the schools as to be consid-
ered “reasonable”?

Conflicts over school finance methods
pit beliefs in a democratic society's need
for equal opportunity for all of its children
to receive the full benefits of education
against beliefs in individual freedom and
local control of schools. This conflict in
values is discussed further in following
sections.

Notes

1. References to court decisions list volume number, court
reporter serias lltle, and page for beginning of case. Iin se-
ries title, P.2d Iz Pacific Reporter, second series.

2. "lllegal aliens win right to schooling,” Minneapolis Star and
Tribune, June 16, 1982, p. 1

Il. Conflicting Goals: The Legal, Legislative and Social Context

A. School Responsibility
for Social Concerns

What is the school's responsibility for
social concerns, that is, nonacademic
programs or services or targeted aca-
demic programs which benefit society as
well as individuals (examples are drug
abuse programs and hot breakfasts)? If
there is a limited number of dollars, what
is most important for schools to do? Are
schools the best place to reach the most
children and targeted adults with social
service programs? If they are, should
basic education funding be separated
from the funding for these programs? If
s0, how?

Since the mid-Seventies, the emphasis
in education has been on cost contain-
ment. Because of inflation and the sag-
ging U.S. economy, people bearing the
financial burdens are, in turn, exerting
pressures on every level of government
and on institutions such as the school
system. As Robert S. Zais, Kent State
University associate professor of cur-
riculum and instruction, has stated, "per-
sonal financial distress is a most effective
cure for an acute case of social
consciousness."

Social Programs in the Schools

The dilemma of education is that the
schools have been delegated multiple
responsibilities, often without adequate
means to carry them out. Schools have
been given these tasks because a) the
students are a captive audience, hence
easy to identify and reach out to; b) the
thinking has been to identify and meet
the needs of the poor, disadvantaged
and/or handicapped early in life, so that
they may develop their potential as indi-
viduals and fully functioning members of
society; and c) they are well known,
accessible places in almost every com-
munity. And, while there are constituent
pressures for the schools to maintain
their social programs, there are also
pressures to “return to the basics'—
reading, writing, arithmetic—and aban-
don other roles.

Some of the programs and services are
federal- or state-mandated. Others have
been initiated at the local level. They are
funded by federal, state, and/or local
money. Complex problems of overlap can
result, which sometimes lead to objec-
tions at the local level about the burdens
of administering them.

They include:

-special education for handicapped, man-
dated by federal and state legisiation;
-vocational education;

~cocurricular and extracurricular activ-
ities, including sports, music groups;

-community education, including classes
for adults, summer school, recreation
programs, and day care;

~-child nutrition, including lunch, break-
fast, and milk programs;

-ESEA Title |, the federal program for
improvement in basic skills;

-migrant education;

-Indian education;

-pupil personnel services, including
counseling, health, and career planning;
-preschool screening for health and
developmental problems;

-early childhood and family education
programs;

-bilingual education and English as a
second language;

-chemical dependency education;
-driver education;

-family life, including sex education.

Title IX is a mandated but not funded
federal program to regulate educational
equality between the sexes in schools. It
requires certain administrative proce-
dures which do represent a cost to a
district.

Desegregation as one method to help
provide equal educational opportunity
has been a social concern of the state. To
comply with state regulations, Minneapo-
lis, St. Paul, and Duluth school districts
have instituted measures, including bus-
ing, to achieve numerical desegregation.
While there is no evidence to suggest any
return to pre-1974 segregation, some
people are concerned about equal educa-
tional opportunities as districts face bud-
get constraints.

Reductions are being made by the
Legislature in aids for special education,
through more restrictive definitions of
those who qualify. Restrictive definitions
on services for the handicapped are also
being applied by the federal level. On
June 28, 1982, the U.S. Supreme Court
ruled that federal law entitles handi-
capped children to a public education
from which they can derive "some educa-
tional benefit,” but that local districts are
not obligated to provide such services as
handicapped children may need to reach
their full academic potential. The deci-
sion may potentially affect four million
handicapped children receiving educa-
tion and special services in the public
schools.?

Task Force Conclusions
The main question for the public to
deal with at this time is: If there are
limited dollars for the public schools,
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what is most important for them to do?
The following are some of the conclu-
sions and recommendations of the Gov-
ernor's Task Force on Educational Policy
(1981) to the Legislature:?

“The primary purpose of schools is
instruction. Therefore a clear distinction
must be made between the primary areas

. and the supporting services which
public policy determines that schools
should also provide . . .

“Any new charge to public schools
should be preceded by an impact state-
ment which expresses its effect on the
time, staff, and dollars available for
instruction . . .

"Schools are asked to fulfill multiple
goals as defined by a wide variety of con-
stituent groups. It is likely that the
number of required missions will in-
crease. These expanded functions may
erode resources available for instruction.

“The public school is increasingly
being used as a vehicle to deliver social
service programs. These programs need
to be identified and the most appropriate
agencies for their implementation and
funding defined.

“It is imperative that the instructional
role of schools remain primary. A precise
definition of the role and purpose of
schools involves areas which are beyond
the purview of the Governor's Task Force
on Educational Policy (e.g. interagency
relationships in the provision of support
services). The Task Force believes, there-
fore, that a blue ribbon legislative com-
mission with specifically-designated staff
support is the most effective vehicle to
develop recommendations to the
Legislature.”

These recommendations, formulated
by a representative body of Minnesota
citizens, suggest the trend, in hard times,
toward a clearer definition of what we
want from our schools and what we can
afford.

Notes
1. Aobert 5. Zais, “In One Era and Out Another: Anti-School
Phillipics and the Sociology of Curriculum Change

NASSP Bulletin, Vol 64, April 1980, (National Association
of Secondary School Principals), 17

2. Article in’ Minneapolis Star and Tribune, Juna 29, 1982, 1
and 4

3. Focus on Learning: Volume I. Conclusions and Racom:-
mendartions. 5-11

B. Public Funding of
Nonpublic Schools
Nonpublic schools: How, and how
much, do the state and nation finance
them? Is this appropriate?
During the 1979-80 school year, 10% of
the school-age population in Minnesota




attended the nonpublic schools, as com-
pared to 10.9% for the United States as a
whole. About 91,000 Minnesota students
attended nonpublic elementary and sec-
ondary schools in 1981,

Proponents of public aid for nonpublic
schools claimed in the late '60s that
parochial schools in the nation were
under financial strain and faced huge tui-
tion increases, which would drive away
pupils. Between 1968 and 1973 these
schools |lost a quarter of their students.
Since then nonpublic school enroliments
have remained fairly stable nationally as
public school enroliments have declined.

Federal Legislation Provides Support

Since the passage of the Elementary
and Secondary Education Act (ESEA) of
1965, public financial support for pro-
grams, projects, instruction, services and
textbooks in nonpublic schools has in-
creased at both federal and state levels.

ESEA and the other federal legislation
that followed (for school lunch and break-
fast programs, for example) aimed to
meet the increasingly diverse needs of
this country's educational system, yet
stay within constitutional limits. Materials
and services were offered to students of
both public and nonpublic institutions.
The Courts have upheld the constitution-
ality of this legislation when it has met the
judicial criteria: the materials and serv-
ices were secular and benefitted the
child, not the institution; and the pro-
grams did not entangle government with
religion,

The administration, benefits and serv-
ices are generally provided through and
under the supervision of the State De-
partment of Education (SDE) and the
local public school. This supervision is
required in order to keep the public funds
separate from the sectarian institution.

Not all nonpublic school administrators
choose to use every program from which
their students could benefit. If it does
adopt a program, the nonpublic school is
subject to regulations and accountability
measures similar to those required in the
use of public funds by public schools.

Some of the federal legislation of the
1960s and 1970s has been changed or
phased out. The momentum of the 1980s
swings toward tuition tax credits, tax
vouchers, consolidation of federal and
categorical grants, or even the elimina-
tion of the federal role in elementary and
secondary education.

State Funding
At the time of the federal legislation
cited above, similar laws were being
passed by the Minnesota Legislature.
Each of these statutes was, and is, “pro-
vided in order to promote equal educa-

tional opportunity for every school child
in Minnesota and to assure all Minnesota
pupils and their parents freedom of
choice."' The state now appropriates
money for busing of nonpublic school
students; shared time; textbooks, indi-
vidualized instructional materials and
standardized tests; health services; guid-
ance and counseling services; and spe-
cial education. Most of these services are
provided at the public school or at a neu-
tral site.

Income Tax Deduction

Minnesota is the only state in the
nation where parents of nonpublic school
children receive a standard deduction on
their state income taxes for costs of non-
public education. Those with children
who attend Minnesota, North Dakota,
South Dakota, Wisconsin or lowa elemen-
tary or secondary nonpublic schools may
deduct up to $500 for each child in
grades K-6 and up to $700 for each child
in grades 7-12, if those amounts are spent
for tuition, nonreligious books, or
transportation.

This legislation has been upheld as
constitutional by the Minnesota Supreme
Court, while similar legislation has been
declared unconstitutional in other states.
The case is being appealed to the U.S.
Supreme Court by the Minnesota Civil
Liberties Union.

In a 1981 speech,? Van D. Mueller, past
president of the Minnesota Parent-
Teacher-Student Association stated that
the “expenditure of public funds amounts
to an average of $180 for each of the
90,954 students in the nonpublic schools.
The use of funds for the support of non-
public schools amounts to a little over 1
percent of annual appropriations for ele-
mentary and secondary education." He
added that during 1979-80, Minnesota
spent $16.4 million in nonpublic school
aid, including the $2.2 million for the tax
deduction available to parents whose
children attend nonpublic schools.

Tuition Tax Credits

Tuition tax credit proposals have been
introduced in Congress since the early
'50s. Such credits allow eligible taxpayers
to subtract from their income tax bills for
a given year a designated portion of the
tuition they had paid to certain nonpublic
schools. Debate on the subject intensi-
fied with the 1980 Republican Party plat-
form plank favoring the concept and the
Administration’s recent proposal.

The President'’s bill, introduced in Con-
gress in June 1982, would allow parents
of private and parochial elementary and
secondary students a tax credit equal to
50% of tuition paid, up to a maximum of
$100 per child in 1983, $300 per child in
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1984, and $500 per child thereafter. Those
families with adjusted gross income of up
to $50,000 could claim the full credit;
those earning up to $75,000 would be
eligible for part of it. Families with
incomes above $75,000 would not be
eligible. The proposal denies credits
for schools that practice racial
discrimination.

One estimate is that the tax break
would cost the Treasury $100 million in
1983, and the cost would grow to $1.5 bil-
lion in 1987.2 This would not appear in the
federal budget as an expenditure, since
tax credits limit government income.

Credits to special groups have in-
creased over the years, and their cost is
considerable. Once in place credits are
rarely removed; each has a strong lobby
on the lookout for further increases.

The League of Women Voters of the
United States has opposed tuition tax
credits since 1978 on the grounds that
they would thwart equal access to educa-
tion. The organization is working with
other groups in a coalition to defeat the
Administration’'s bill.

Questions Raised

The issue of aid to parents of nonpublic
school students produces many ques-
tions: Who should control education, the
family or education professionals?
Should taxpayers have to pay more
through tuition tax credits to extend the
power of choice to families who cannot
now afford private education? Is such aid
constitutional? Do children rather than
religious institutions benefit from these
public expenditures?

Private and parochial schools are not
bound by federal, state, and local man-
dates; they control the compaosition of
their student bodies; and they are not
officially accountable to the public. Can a
public education policy that subsidizes
the maintenance of two sets of standards,
one for public and one for nonpublic
schools, be consistent with demaocratic
principles?

There has been a great deal of litigation
over the appropriateness of financial
support to those in nonpublic schools.
The main argument made by proponents
of aid is that parents of nonpublic school
students pay for both public and private
schooling and should get some relief
from this double burden. They also claim
that aid promotes competition and qual-
ity among all schools by encouraging
choice.

The position of the Minnesota Educa-
tion Assocation (and other opponents of
aid) is that the primary responsibility for
public education is granted to the state
Legislature by the Minnesota Constitu-
tion and that “the only appropriate edu-

cation expenditure of tax monies is for
public education.”

The Minnesota Legislature has con-
tinued to grant support for nonpublic
school students through income tax de-
ductions and categorical aids legislation,
a majority believing that the expenditures
promote equal educational opportunities.
There is a strong lobby for such aid.

As the financial woes of public educa-
tion increase, so do complaints about the
administrative burden on the public
schools as they carry out the directives of
state and federal laws which provide for
the nonpublic school student. According
to one administrator, the up-t0-5% al-
lowed by state law does not truly cover
administrative costs; and a local district’s
general fund sometimes must cover for a
late appropriation (or, as in 1982, a cut-
back in state allocations). Finally, public
school officials find themselves having to
pass judgment on what is “secular, neu-
tral, and nonideological.”

The challenge of the 1980s is how to
maintain equal educational opportunity
for all school-age children without incur-
ring religious, political, and administra-
tive entanglements.

Notes

Minnesota Statutes on Nonpublic School Aids,

2, Van D. Mueller, “Are Nonpublic Schools & Threat to the
Survival of Public Schools in Minnesota?," speech, 1981
"Reagan urges tax credits for private schools," Ssattie
Times, June 24, 1982

4. Report of MEA Task Force on Nonpublic Schools, Minne-
sota Education Association, 1981, 1

C. Equal Opportunity
and Quality

What is the philosophical base for our
belief in equal opportunity for all children
to get a good education? How do we
define "equal opportunity”? How do we
measure it? How can we balance this
goal with the other basic goals with which
it may be in conflict?

Equality denotes sameness, uniformity.
It generally means things are the same or
becoming the same. Equal treatment
does not necessarily provide equal ends,
since the members of a group (students,
school districts, taxpayers, etc.) do not
begin at equal places.

Equity is fairness. It means that the
potentials are equal. Equal opportunity
and equal access refer to equity. In the
interest of equity, members of a group
may receive unequal treatment.

Crucial to the theory on which our
Constitution is based is the idea that indi-
viduals have the self-critical ability, devel-
oped through education, to choose their
own ways of life. Equal opportunity is a
core value in American society.

Results of Research
Is it possible to select a reasonable

measure of equality of educational op-

portunity? Some researchers measure

equality of educational opportunity in
terms of school services, “inputs”; others
choose student achievements, “outputs.”

Over the past two decades, studies
have demonstrated that certain schooling
experiences do make a difference for
children: money spent on schools con-
tributes to the quality of the school expe-
rience offered. In what is probably the
most comprehensive survey of research
done on equality of educational op-
portunity through the 1960s, James
Guthrie established several important
relationships:’

1. Socioeconomic status is an excellent
predictor of available school services.

2. A positive relationship exists between
the quality of school services provided
to a pupil and his/her academic
achievement. Also, school staff and
children's access to the staff are
important.

3. Post-school opportunities of students
are related to their achievement in
school.

More recently, studies have attempted
to isolate the factors which may produce
a quality school experience for children,
measured by such outputs as higher test
scores and number of college bound stu-
dents in a school. Declines in test scores
closely parallel the enroliment declines in
subjects such as regular English, Ameri-
can history, math and science courses.
Public high school students spend a
small amount of time doing homework
when compared to their private school
peers (Coleman, et al., 1981). Yet college-
bound students in more traditional
courses in public schools do not show
the precipitous drop in test scores that
has occured recently among the general
student population. Schools apparently
can make a difference, but attention must
be paid to their staff, course content and
overall morale.

Equity and Quality—In Conflict?

When we talk about equity, we must
realize that there are many different
kinds. Taxpayer equity was what the state
Legislature had in mind in 1971. A teacher
might rather see a focus on salary equity.
Most likely student equity is program
equity, or comparable access to educa-
tional programs regardless of local com-
munity tax wealth.

Are both equity and quality possible?

“. . .equity. . .is not the only value by
which our society lives. Do we not aspire
to quality, or even the possibility of excel-
lence? ... A democratic society built
upon a free enterprise system must live
with this dilemma, that equality (of op-
portunity) and quality are perenially in
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tension one with another, Wisdom resides
in understanding that the dilemma can
never be fully resolved without destroy-
ing what we are."?

Others argue that not only is it possible
to have equity and quality, it is in fact
really not possible to have one without
the other. For these people, equity is
adequate funding of different costs of
providing an equivalent quality educa-
tion. Unless we plan to fence off our
school district from the rest of the world,
a loss of equal access to good education
for any of our children anywhere dimin-
ishes all of us.

Notes

1. in Schools and Inequality, (Boston: MIT Press, 1971)

2 Tom Sabal, Superintendent of Schools, Scarsdale, New
York, speaking about an amicus curiae brief filed with the
New York Court ol Appeals in Levittown v. Nyguist. Quoted
In letter from education chairperson of LWV of Scarsdale

D. Local Control

Local control is something many peo-
ple want more of, but defining what it is
and how to attain it is very difficult. Local
leeway, local participation in decision-
making, local incentive, local govern-
ance, local choice, local voice, local
responsibility are all terms used synony-
mously with local control. But all are
open to interpretation. Control over taxa-
tion and/or control over management of
schools may be clearer definitions of
“local control."”

Questions raised by the concept of
local control are many: Who exactly do
we mean by “local”"? The school board?
Parents? All the citizens of the school
district? Are school board members
representatives of the people who elected
them or are they spokespeople for the
school district? How much control is de-
sirable—total, or some degree of leeway
within state and federal regulations?

Fiscally, the question is who pays and
why. Central issues today in Minnesota
are levy authority and limitation, man-
dates, collective bargaining, quality edu-
cation, and equal opportunity.

Local control is not mandated in the
Minnesota Constitution. "Local participa-
tion in decision-making is a product of
statute and tradition."' Local boards,
local long-range planning committees,
and local referendum levies are all per-
mitted by state statutes. However, there
are other statutes which limit local flexi-
bility in fiscal management.

Two Facets of Control
The two major facets of local control,
finance and governance, are, theoretical-
ly. independent of each other. However,
there is a general feeling (which was
clearly expressed in the survey con-




ducted by LWVMN) that increased reli-
ance on local revenues brings increased
local control over the governance of the
school district. In practice, this may or
may not be true.

A number of Minnesota school districts
are "off the formula.” However, these dis-
tricts are no more free to use the funds in
any way they wish than is a district which
raises very little of its Foundation revenue
locally, and thus receives a great deal of
state aid. Each district must conform to
state and federal requirements.

State law also requires that money for
operation of the schools be in separate
funds. In general they may not transfer
the money received for one fund to
another

The Referendum Levy allowed by the
state law does provide some amount of
local control. In many cases, school
boards must “sell” the voters on the
increased levy with extensive publicity
about how the money will be used.

Many complaints about lack of local
control are not concerned with financing
at all, they are expressions of frustration
at a perceived excess of federal and state
program and reporting requirements.
Many local school people feel that they
have too little leeway to tailor educational
programs to their own needs. Their de-
mands are not necessarily for unrestrict-
ed local control, but for more freedom to
choose their own options within a basic
framework.

Pros and Cons

In addition to definition problems,
the idea of local control raises perplexing
i1ssues of quality and equity. Proponents
of local control insist that it would allow
more variation and innovation in educa-
tional programs, that instead of being rig-
idly circumscribed by state and federal
regulations, each school district could be
responsive to local needs and desires.
Opponents of local control are afraid that
instead of innovation there would be
stagnation, and there is concern that
some school districts would not offer an
adequate curriculum if it were not
required.

Some districts are more able to support
schools adeguately than others. The
property tax is perceived as an unfair tax.
Those concerned about equity are not
necessarily opposed to local fiscal con-
trol provided that local levies are equal-
ized or “made fair,” disparities are not
great, and the level of support ensures a
quality education.

Whether people favor or oppose local
control probably depends greatly on how
they perceive their own school district
and its citizens, and how they perceive
state actions on education. Local control
is likely to look good or bad according to

whether the individual agrees or dis-
agrees with the school district’s philos-
ophy and actions.

Does every child have a right to some
basic level of education? If so, must local
control be curtailed to some degree in
order to assure that it is provided? At
what point does a locality's lack of ability
or desire to finance a basic or high qual-
ity education mean that its children are
disadvantaged simply because they live
there?

Note

1. The Condition of Education, Minnesota State Department
of Education; 1980

E. Responsible Taxation

The State of Minnesota raises revenue
to finance state and local services by levy-
ing several kinds of taxes. Minnesotans
pay taxes on individual and corporate
income, retail sales, real estate valuation
and inheritances, as well as excise taxes
on a host of products, and a variety of
other fees.

Comparison of Minnesota state and
local tax collections to those of other
states and localities shows that in 1980
Minnesota relied more on the taxation of
income, considerably less on sales, and
somewhat less on property taxes than the
national average. These percentages may
not reflect today's reality, since sales
taxes have been added and the Legisla-
ture has shifted some of the burden of
funding education and local government
back to the property tax.

In 1979-80 Minnesotans paid a larger
part of their income as state and local
taxes than did residents of 41 other
states.' In that year Minnesota's state and
local tax collections of $1124.73 per cap-
ita ranked ninth highest in the nation.?

Criteria often used to judge the desir-
ability of a tax include the concepts of
equity, convenience, certainty, economy
and incidence.?

Tax equity is often defined as equal
treatment of similarly situated taxpayers.
Application of this criterion is difficult
because it is hard to determine the condi-
tions under which two taxpayers are sim-
ilarly situated. Students of taxation have
expanded the concept of equity further to
include vertical equity; i.e., unequally sit-
uated taxpayers should be treated differ-
ently. Those with greater ability to pay
should pay a larger part of the total taxes.
The most commonly used measure of
ability to pay is income.

Taxes can be further described in rela-
tion to income as being progressive, pro-
portional or regressive:

Progressive Tax: The proportion of
income paid for tax increases as income
increases.

Proportional Tax: The proportion of
income paid for tax remains constant as
income increases.

Regressive Tax: The proportion of in-
come paid for tax decreases as income
increases.

A tax is deemed convenient if it can be
easily assessed, collected, administered
and paid by the taxpyer.

The taxpayer should know with reason-
able certainty how much tax is owed. His-
torically this criterion has also implied
that the taxing unit should be able to pre-
dict with accuracy the amount of revenue
that will be raised by the tax.

A good tax should be relatively inex-
pensive to collect and administer
(economy).

Consideration must be given to who
finally pays the tax (incidence). For exam-
ple, a tax on resources owned and used
by a Minnesota farmer, such as the agri-
cultural land tax, may be borne by the
farmer or shared by his/her customers in
the form of higher product prices. Tax
experts often disagree on the incidence
of taxes levied on products, business prof-
its, and resources used in production.*

An additional concern in levying state
and local taxes must be the effect of the
tax on the level of economic activity in
the area. Since businesses, property in-
vestments and people are mobile, exces-
sively high taxes levied in one locality can
often be avoided by moving to another
locality. Concerns about the "business
climate” in Minnesota are being heard
with increasing frequency.

Who Should Pay?

What level of government should sup-
port primary and secondary education?
The Correspondence Principle of public
finance suggests that, ideally, jurisdic-
tional boundaries for governments should
be drawn so that the people who partici-
pate in the government are the same
people who enjoy the benefits and incur
the costs of the services provided. Achiev-
ing the ideal is, of course, impossible. We
would have different taxing units for each
public service. Using a limited number of
governmental units inevitably results in
cost and benefit spillovers.

Of particular relevance in determining
benefit from primary and secondary edu-
cation is the mobility of persons edu-
cated by any particular school district.
The people educated in Hibbing do not
live out their lives in Hibbing and are
involved in decisions affecting people liv-
ing elsewhere; outsiders are responsible
for the wellbeing of Hibbing residents.
Therefore, the benefit profile extends far
beyond the town. The Correspondence
Principle suggests that responsibility for
basic education should likewise extend

Total Revenue

Year ({in millions)
197172 1,181+
1972-73 1,222+
1973-74 1,302+
1974-75 1,435+
1975-T6 1,542+
1976-77 1,656+
1977-78 1,782+
1878-79 1877+
1979-80 1,961+
1980-81 2,085+
1981-82 2,235
1982-83 2,265+
(1982-83 after property

tax shift) 2,265+

increased 355% over the 11-year period.)

Percent of Funds for K-12 Education in Minnesota
from State and Local Sources*

“includes post-secondary vocational education:; excludes tederal revenues. Percentage local property tax reflects
amount actually certified and paid by taxpayers after reductions for all credits. (State tax aids to reduce the levy

““state aids reduced $137.6 million (estimalte) and same amount of payable 1983 property taxes shifted from FY 1984 1o
FY 1883 to Increase local share of costs. (Total state aids, after the property tax shift, increased 99% over tha 11 years.)

Source: Joyce Krupey, Office of Senate Research, State of Minnesota

% State Alds % Local Property Tax
551 449
635 36.5
64.8 35.2
67.8 322
66.4 338
676 324
64.6 354
66.1 33.9
66.0 34.0
68,4 318
731 26.8
63.3 36.7
57.2*" 428

beyond the boundaries of the local
school district.

Problems With Local Funding

Financing education on the local level
also presents several practical difficulties,
beyond the tax philosophy reasons
against it. Local school districts are al-
lowed to use only the local property tax
to raise revenue. This tax is perceived by
citizens as being one of the “least fair"
taxes.®

Local financing also invites the prob-
lems associated with flight of capital from
high tax jurisdictions. "If rate differences
exist, investors will prefer to locate prop-

erties in low tax rather than high tax
areas, and a cumulative set of forces may
be set in motion that can greatly increase
fiscal disparities among different gov-
ernment units. As more and more taxable
property leaves high-tax areas, rates in
those areas may be forced higher and
higher."®

Problems With State Funding
Increased use of state funding also
presents difficulties. State revenues are
dependent on sales and income tax col-
lections, which tend to fluctuate with the
level of economic activity. Recently
school districts have been forced to

lll. Other Ways to Finance Schools

A. Reform in Other States
1970-80

During the last decade, more than half
the states overhauled their structures for
financing elementary/secondary educa-
tion. Reformers tried to make schools
even more an equalizing force in America
for both taxpayers and students. Five
major themes chararcterize the finance
reforms enacted during the 1970s:

1. General operating and equalization
aid programs were broadened and
strengthened. Low wealth districts
were “leveled up" by state aids rather
than high spending districts being
leveled down. To accomplish this, 13
states, including Minnesota, enacted
higher level foundation programs.
Seven states enacted formulas which
reward equal local effort with equal rev-
enue yield (see section on District
Power Equalization). Under a method
which combines these approaches,
local districts in five states may choose

to add to the basic foundation pro-
grams; and both these and the local
add-ons are power-equalized.

As a result of strengthening general
aid formulas, state funding has con-
sistently risen, per pupil expenditures
have increased, and disparities in ex-
penditures per pupil have been re-
duced. Reform states generally have
made greater advances toward equity
than non-reform states.

2. Income has been added to property
wealth in seven states as a measure of
fiscal capacity.

3. States have instituted or dramatically
increased support for high cost
programs for special populations (the
physically or mentally handicapped,
economically or educationally
disadvantaged).

4. States have also designed formula
adjustments and factors to assist
school districts with particular charac-
teristics, such as sparse population,
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absorb cutbacks in state funding as tax
collections responded to recession and
declining farm incomes. In times of crisis
that diminish the state's ability to support
education, the local property tax may
be perceived by some as a good base
for financing education, despite its
drawbacks.

Funding Education in Minnesota

Funds for primary and secondary edu-
cation in Minnesota have in recent years
come primarily from the State. The State
uses taxes on income and sales as its
primary sources of tax revenue. In 1971
44.9% of school revenue was generated
from local property taxes. As the table
shows, the trend toward reduced reliance
on local property taxes which began in
1972 continued through 1981-82. Projec-
tions for 1982 and beyond indicate a
dramatic reversal of this trend due to the
state’s fiscal problems.

Notes

1. US. Department of Commerce Bureau of the Census,

Governmental Finances in 1979-80, GF 80 No. 5, p. 94

Ibid., p. 80

3. Minnesota State Department of Education, The ABC's of
Minnesota School Finance, pp. 9-10.

4. Ray M. Sommerfeld, et al, An Introduction to Taxation,

1982, pp. 1/16-1/17

Survey conducted by Opinion Research Corp, of Princeton,

N.J. for the Advisory Commission on Intergovernmental

Relations, Washington, D.C. 20575. Annual reporis are

available

Wayland D, Gardner, Governmeni Finance, National, State

and Local (Prentice Hall, 1978), p. 389

(5]

wn
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one-room schools, few pupils, low
wealth with high tax rates, municipal
overburden, or high-priced education
resources.

5. Tax and spending limitations on local
school districts have been established
in nearly two-thirds of the states.

Litigation Continues But
Reform is Slowing

School finance litigation continues in
many states, Most cases are brought
either on state equal protection or state
equal education clauses. Several states
are undergoing reviews of their finance
structures. Citizen groups are keeping a
variety of general and specific goals alive.
Clearly, the job of devising equitable sys-
tems of school finance is not complete.

Given inflation, dropping enrollments,
and declining political support, however,
increases in education expenditures in
the '80s are unlikely to match those of the
'70s. Competition among various levels of




government and among various public
services for the shrinking public dollar
will also have an impact on the pace of
education finance reform.

Financing Options
The next four sections explore briefly
some of the financing methods adopted
by states or developed by theorists that

are different from Minnesota's Founda-
tion Formula approach. The accompany-
ing chart, which compares the major
alternatives, will help clarify the differ-
ences among them.

Minnesota
Foundation
Formula

Government level thal sets lax
rates and type of tax

stale: income, sales; state
& district: property

Level that collects taxes state: income, sales;

county: property

Lavel at which policy is made siate & district

Leve! at which expenditures district
are made
Effects equal minimum resources

per pupil unit; additional
local levies, some power-

Comparison of School Finance Structures

District
Full State Power
Funding Equalization

state: income property
&/ar sales

district: property; may
be state limit

state state & district or local
state & district state & district

district district

substantially equal
funding per pupil; some
extra funding is possible

substantially equal
funding per pupll for equal
tax effort; if districts

levy

equalized, state pays % as needed choose different tax rates,
ol categorical alds; unequal funding per pupil
uncapped local option to results

raise & spend more with
non-equalized referendum

Program-
Based
Funding Vouchers

state: any state tax (& state: any, consumer chooses
district if local supplement  level of school support
is allowed)

state & district or local state

stale standard curriculum; state standards: each school
local options choosas own

district individual school

equalizes services consumers choose among

available to students up to schools with different per

a minimum level pupil costs & get equal
buying power for equal
economic sacrifice

B. Full State Funding

Full state funding allows money for
schools to be collected where taxable
income can be found and then redistrib-
uted where it is needed to provide an
acceptable and uniform standard of edu-
cation. In 1972, James B. Conant wrote,
', .. removing consideration of financing
from the local level would . . . allow both
parents and school authorities to con-
cern themselves with the real matters of
education and make decisions on the
basis of educational worth."'

After completing a two-year study, the
Fleischmann Commission recommended
full state funding for the state of New
York in 1972.2 According to the Commis-
sion's plan, revenues would have come
either from a statewide property tax or
more intensive use of state income taxes
and sales taxes.

Pros and Cons

Arguments against full state funding
usually begin with the claim of loss of
control by local boards of education. The
Commission argued that studies have
concluded that centralization of financ-
ing and decentralization of policy making
are not inconsistent concepts. The Com-
mission recommended several specific
plans for maintaining and/or increasing
local control of policy making, including
strong local citizen advisory groups and
parent organizations. Local boards of
education would continue to hire teach-
ers and plan curriculum.

Supporters of other funding methods
debate proponents of full state funding
over. .. "whether deliberate funding

inequality, which is what ensues from dis-
trict choice, more nearly approaches a
‘just’ system than does some imposed
‘equality.” This debate, in turn, revolves
around the extent to which the desires of
parents are to be considered in discuss-
ing what is justice among children . . . the
needs of children themselves will proba-
bly be more determinative when finance
decisions are made by a unit of govern-
ment that is |less responsive to direct
parental pressure than is the school
district.™

As of today, no state has adopted full
state funding. Hawaii has centralized
finance, but operates its schools as one
big district, so most authors discount this
as being true full state funding. Accord-
ing to Walter Garms, the high level foun-
dation plans of Minnesota and New
Mexico have come closest to full state
funding.*

Without a greater concern for tax and
expenditure equity and a willingness to
yield some local decision-making on
expenditures, it is unlikely that full state
funding in its purest form will become
popular with state legislatures.

Notes

James B. Conant, "Full State Funding,” Financing Public

Schools: Selected Papers from New England School De-

velopment Council Conference. (Cambridge: Federal Re-

serve Bank of Boston, January, 1972.)

The Fleischmann Report on the Quality, Cost and Finane-

ing of Elementary and Secondary Education in New York

State. (New York: The Viking Press,; 1973).

3. S. Michelson, "What is a "Just' System for Financing
Schools? An Evaluation of Alternative Reforms." Law and
Contemporary Problems. Winter-Spring 1974, Vol 38, No. 3,
p. 442

4, Walter |, Garms, "Measuring the Equity of School Finance

Systems,” Journal of Educational Finance, Vol 4, No. 4,

Spring 1979, p. 199,

na
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C. District Power Equalization

In the book Private Wealth and Public
Education, John E. Coons and associates
held that the quality of a child's education
should not be a function of wealth except
the wealth of the state as a whole." The
book emphasized the importance of fis-
cal neutrality with regard to district
wealth? as a basis for school finance and
supported local choice in the level of
funding. The authors outlined the theory
of district power equalizing and gave
some practical applications of this meth-
od of funding. By 1980, more than 20
states were using some form of district
power equalizing (DPE).

Equity and Local Choice

The distinguishing factor of DPE is the
attempt to deal simultaneously and con-
structively with the usually conflicting
principles of taxpayer equity and local
choice. Pure DPE allows each district to
elect to support its schools at the tax rate
it chooses. A type of taxpayer equity is
achieved by "neutralizing” the property
wealth, or income level (or both, depend-
ing on the type of tax or taxes used) of all
school districts, theoretically producing
equal reward (amount of revenue) for
equal effort (locally chosen tax rate). This
is viewed as giving each school district
equal "power” (ability) to raise revenue.
The state guarantees a certain amount of
revenue for a given tax rate.

In property-poor school districts, the
state makes up the difference between
what is raised locally and what the state
guarantees. In property-rich districts,
where the given tax rate would raise more

than the guaranteed amount, excess
funds may or may not be “recaptured” by
the state and redistributed to the poorer
districts.

Recapture enhances the equity princi-
ple where there are wide disparities
among districts in actual tax base, and it
can help offset state costs. This feature
tends to be unpopular with wealthy dis-
tricts. Equity in DPE may also be en-
hanced by reorganizing districts to create
ones with more nearly equal tax bases.

A state can impose constraints con-
sistent with statewide goals; however,
equity and local control may be under-
mined by too many restrictions. If a state
adds many constraints, the formula can
become extremely complex. Achieving
true wealth neutrality has proved difficult
under DPE programs in use today, mainly
because of 1) political and judicial oppo-
sition to recapture provisions, and 2) cost
controls imposed by legislators who fear
high state expenditures.

Power-Equalized Supplements

Power equalizing is used not only as a
major method of school finance, but also
as a supplement to other finance sys-
tems. For example, in addition to offering
Foundation aid, Minnesota could power
equalize its Referendum Levy, making it
more “wealth neutral.” Currently Minne-
sota's Discretionary Levy is power equal-
ized, although there is a limit to the tax
rate a local district can adopt (up to 2.25
mills for 1982-83). The state determines a
guaranteed amount of revenue, propor-
tionate to the mill rate chosen by the
district.

Notes

1. John E Coons, Willilam H. Clune Ill, and Stephen D
Sugarman, Private Wealth and Public Education. {Harvard
Belknap Press, 1970)

2. Fiscal neulrality concepts 1) Ex ante: the ability of a district
10 support schoels should not depend on Its wealth; 2) Ex
post: actual level of education support must not correlate
with wealth.

D. The Voucher System

The most frequently discussed voucher
system would bring the goals of district
power equalization down to the individ-
ual family. It would supply public dollars
to power equalize each family's decision
on how much to spend on their children's
education. Coons, Sugarman, and Clune,
the originators of DPE, have lobbied
steadily for a voucher system as a means
of empowering poor families and encour-
aging new ways of educating.

Their voucher system would create
school offerings at several different levels
of per pupil cost. Schools, public and/or
private, would compete for the business
of education consumers. These consu-
mers would have been given equal buy-

ing power for equal "economic sacrifice”
through vouchers. Anyone could go to
any school within the system. Every fam-
ily choosing a particular school would
make an equivalent economic sacrifice,
regardless of family income. A sliding
scale (based on financial need) would
determine how much the voucher would
cost (like food stamps). Thus vouchers
with the same market value would have
different purchase prices depending on
the consumer’s income.

Proponents of a voucher system main-
tain that schools would offer a variety of
educational programs with differing
costs, thus providing choice and incen-
tive for a quality education. Opponents
argue that under a voucher system,
social, racial and religious segregation
might increase. In the competition for
students, schools that stress achievement
might tend to select only good students
and promote academic segregation.

Some people question whether the
voucher system would have any validity
in small rural school systems. Choice
becomes pointless if there is little diver-
sity. And, it is argued, if the system were
implemented in the metropolitan area
only, where there are sufficient options to
allow a "marketplace" approach, it
would create divisions between metropol-
itan and rural districts.

E. Program-Based Funding
(Foundation Service Program)

A report produced in 1981 for the Min-
nesota Senate Education Committee!
outlined a new method, the Foundation
Service Program (FSP), which would
fund by program rather than by pupil.
This is not a total school financing sys-
tem; it says nothing about how the money
for public schools would be raised, or
whether there would be local options to
spend above the FSP l|evel. Program-
based funding, as visualized in the study,
would include the following concepts:

1. Foundation revenue provided to a
school district would be the dollars
necessary to fund a standard set of
instructional and support services for
that district. However, the local school
board, working within the dollar limits
of this funding method, could put cur-
ricular emphasis where it believed it
was needed. (A program-based sys-
tem could, however, require that all or
part of the standard curriculum be
offered by the school in order to get
state funding.)

2. Assuming that the basic cost of provid-
ing such a standard program is people
cost, the FSP is described in terms of
full-time equivalent (FTE) professional
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staff by program area that are required
for each 1,000 students. The standards
used were not hypothetical ideals but
were based on what was actually hap-
pening in Minnesota schools in
1977-78.

3. A "training/experience index' for

teachers and regional salary schedules

would be developed. The number of

FTE staff needed to supply the model

curriculum multiplied by the overall

training/experience index for the indi-
vidual school district multiplied by the
regional salary base would determine
the revenue allocated to a particular
district for licensed regular instruction.

Looking at actual practice in the state,
the researchers found that Minnesota
students did not have comparable access
to school-provided professional services
as of 1977-78. Wide variations among dis-
tricts were found in, for example, ability
to deliver instruction in such special ser-
vice subjects as art and foreign lan-
guages. Implementation of FSP in
1977-78 would have required a 12% over-
all increase in licensed instructional staff
and a 7% increase in funding.

Variations of the program-based fund-
ing system outlined above are possible,
of course. An example is funding of a
minimum program with no weighting for
statewide salary differences and allowing
a power-equalized levy for any amounts
above the minimum.

Pros and Cons

Some of the arguments for the use of a
program-based school financing method
using FTE teachers per 1,000 pupils as
the funding unit are that funding would
be sensitive to enrallment change. Serv-
ice capability is a better measure of
quality and equal opportunity than num-
ber of electives, class size, or dollars per
pupil unit. Significant curriculum control
would be left at the local level.

Arguments against program-based
funding are that developing the special-
ized data base necessary to manage the
system and increasing staff levels to
achieve a pupil/teacher ratio of 20/1
would be expensive. For small school dis-
tricts of under 300 students, it would be
difficult to supply a full program of serv-
ices using the FSP formula, unless the
ratios were adjusted downward, resulting
in substantially greater cost statewide.
The public might not accept the inclusion
of local cost differences in the funding
formula. Some of the major beneficiaries
of the program would be those districts
which have the most experienced teach-
ers, districts often thought to be over-
advantaged already. Finally, if a previous
year's data on teacher training/experi-




ence levels and regional salary scales
were used to determine the current year's
funding, existing cost differentials might
be perpetuated.

Note

1. Joyce Krupey, director, Foundation Service Program
Study. (5t. Paul; Education Committee, Minnesota Senate
1981)

F. Policies That Affect
Financing
Disparities in Staff Salaries

A discussion of school finance that
considers only revenues and legislative
attempts to equalize them is incomplete.
In most school districts nearly 80% of in-
come is used to pay salaries and benefits.
In 1980-81, average professional staff sal-
aries in Minnesota ranged from $11,308
to $25,370 among the school districts.
The reasons for this wide range include
staff maturity, staff level of postgraduate
achievement, and the effectiveness of
contract negotiations.

Solutions to the problem of vastly dif-
fering salary costs from district to district
are beyond the scope of this study. But,
as we attempt to provide equal opportun-
ity in education, a labor-intensive busi-
ness, Minnesotans cannot overlook the
disparities in labor costs among districts.
Equal dollars do not necessarily deliver
equal services throughout the state.

School District Reorganization

To determine whether or not reorgani-
zation is an answer to some of the finan-
cial problems facing the Minnesota
educational system in the 1980s, let us
look at the three aims of the advisory
commission which guided local groups in
the consolidation of school districts fol-
lowing 1947 legislation. These goals were
restated in a 1977 bill which would have
dissolved present districts and estab-
lished 92 county-sized school districts.

(That proposal was strongly opposed and

soundly defeated.)

1. Does consolidation offer “better edu-
cational opportunities”? Reorganized
districts reported to the Commission
on School Reorganization appointed
by the 1947 Legislature several advan-
tages, including the following: ex-
panded curriculum, better trained
faculty and improved holding power,
i.e. more students graduate. Optimum
size studies conducted by the State
Department of Education (SDE) argue
that a minimum basic program would
require a secondary teaching staff of
12 to 14. To support such a staff, the
enroliment would have to be at least
200 secondary students. There are
several school districts in Minnesota
that have fewer than 200 students,
K-12,

Although the Commission on School
Reorganization seems to have suc-
ceeded in its mission, there was one
goal unfulfilled in 1971, when the work
was finally completed. That was, ac-
cording to the commission, the “merg-
ing of inefficient secondary districts
into stronger units of operation." Since
1971 there has been little progress in
that direction. Now, more than a de-
cade later, that unfinished business
may need to be tended to.

The explosion of knowledge that has
occurred in the mid-Twentieth Century
makes greater demands than ever be-
fore on both students and faculty.
There are no easy career choices any
more, and a limited secondary curricu-
lum puts high school graduates at a
disadvantage that is not only unfortu-
nate but may be challenged in court.

. Does reorganization offer “more eco-

nomical and efficient operation”? Al-
though the best answers to this may
have to await the results of a study
undertaken by the Blue Earth County
districts on this specific question, a
partial answer can be derived from
reports to the SDE on paired districts.
Statutes enable two or more districts
to enter into a pairing agreement and
permit them to discontinue some
grades and to cooperate on programs
and services. Sometimes this pairing
leads to consolidation. Paired districts
report savings from fewer staff and
administrators, while additional elec-
tive choices are available. There are,
of course, some increases in costs due
to pairing, the largest being for
transportation.

. Will reorganization ensure a "more

equitable distribution of school
revenues”? Under the current per pupil
unit funding, the size of a school dis-
trict does not affect the distribution of
state funds. There are certain categor-
ical aids, however, that would be more
equitably distributed if smaller districts
were reorganized.

At present, if there are too few pupils
in a program to fund at least one FTE
position, either the program cannot be
offered (and needs are not met) or a
funding floor allows any district to
receive at least a minimum number of
dollars. This is, of course, inequitable
distribution of revenues—all in the
name of equitable opportunity for
students.

Reorganized districts, i.e. larger dis-
tricts, would tend to even out the highs
and lows in district property values, so
property tax revenue collections would
tend to equalize.
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Opposing Arguments

Those who have opposed consolida-
tion usually argue:

1. The school is the “heart of the com-
munity”, often serving as the center of
the town's social activities. Therefore,
to lose the school would be to destroy
the community.

. There are virtues of “smallness,” and
students who attend small schools are
given greater opportunities to lead and
participate in extracurricular activities.

. Long bus rides are detrimental to
children’s health, the time spent limits
students’ participation in activities,
and bus maintenance and energy
costs are increased.

. Local control over schools must not be
lost; consolidation would weaken local
control.

Proponents of changes in Minnesota's
district organization must respect such
local concerns even as they cite what
they consider are overriding advantages
of reorganization.

Summary

The purpose of this study has been to
reexamine The 1971 Omnibus Tax Act
and its amendments to determine its cur-
rent effectiveness. We have also investi-
gated some options to the current school
financing system.

What this study has attempted may
have distorted the education picture
somewhat. Constraints of space, time
and energy forced the committee to
address the financial questions with little
attention to the related issues of taxes
and educational policy.

To study public school finance in Min-
nesota was our task. It is now the task of
other Minnesota citizens to educate them-
selves on this issue and either reconfirm
their satisfaction with the financing law
we have or determine the next step: more
reform? a new financing scheme? a new
“miracle”?
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