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e Pﬁoney and- Education? How Far ‘Have We Come?" ‘1s the

N ‘second in a series of reports by the“Educ%tiqn PoLicy Research
;;/“\;lnstitute of Educational Testing Segvice which ldoks at selec—
' ted Issues.invNew Jersey school finance. :The first repomt

,l

asured the extent to which’ the Public School Ed tion Att of

S r975; in its second, year of operation, changed the way educa-
tionirevenues are, raised.an' distributed in New’ Jersey.' .This

secoﬁd report updates ghe evaluation of how education funds are

) “:,raised and distriéuﬁkd ta include the 1978-79 school year,

examinea the impact of budget ‘caps oOn these‘disiz:butions, ‘and

presents a preliiinary analysis ol how educati dollars are

~ o/ i . 5

N -
Y . ° ,

: Bpent. .
. .- . '
I amﬂindebted to, several individuals and organizations for

provided.valudble input into the design of the'resear 3 May

generated the

. .,Judy Dollenmayer supplied editorLal assistance; Irm ,Kienit i

typed the manuscript, and Christine Sansbne and, Faith Thompson‘

of Research Text Processing produced the ‘finished producte.

Personrel in the New Jersey: Department of.Education, New

Jersey Department of Community Affairs, .and the New Jersey

Q‘ -

3 N _ .
. anSfered our endless questions. Our analysis of the bwdget‘cap

Finally, finaﬁciab’support for our research and for- the publi—

. : cation of tHis report was provided through a grant from the

i=

Ford Foundation. !

l?-' "Money and Education.' Where ‘Did the- 400 Millio:;?ollarsgco2“4

. - their assistfhce in}preparing this report. T Jay Moskowitz

S Leung patiently;updated our extensive New Jersey data base and

legﬁilation expanded on' the methodology developed by Ernest

omputer reports which underlie this"nalysis,:

Education Association opened their data fiLes t¢ u and-

eock 1in his/reports to the Joint Committee on Public Schools.
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This study-is issued h time when citizens, educators,

'and législators are q estioning~the sdccess of New Jersey ‘s’
education finhnce‘system. It&is hoped that the’ analysis

icontainéd within this report will stimulate informed discussion

of better ways to pfovide our children with a "thorough and
efficient"leducational program and an Equitablg ﬁchool finance .
". system. . A . L
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_HOW FAR HAVE WE COME? : B .

>
.

; ' :
Six ;?}g{ have passed since- the Robinson v. Cahill deci—

sion of’the New Jersey Supreme Court ordered the state to

develop a School finance plan that would assure every New

’,Jersey child an education to equip ‘him ""for his role -as a

/

-

cittzen and as a compétitor in ike\labor market 1, Three
years have pd&sed since the Public School Education Act of
1975, designed to define}'implement and fund. "thorough and
efficient" education, went intq effect. ' )
The,gct hastze;n codtroversial from the htaiij Some
critics claim it Has done little to improve,education in 4the

state; others'argue,'more severely, that it is destroying

‘whatever quality education now exists. The\ltgislatureAacted
-last fall to prevent further growth in the lev%l of state

support fon elementary and secondary education,,while )he.

governon.attacked the existing.system and askeq reyisions in

almost every aspect of school, operations, intludingrthe state °

»

formula. oG

.I

(A

-

-~

\*

"This report measures how far we have come in making. é\v

Jerseyus echool finance system fairer and determines how far we

have to go in reaching this goal. Specifically, wve examine (1)

chagge in the distribution of schopl revenues and expenditures
between 1975- aG and '1978-79, and the equity of these distribu—
tions, (2) how budget caps influenced these shifts, and (3) the
relationship between expenditures and the distribution of
éducational resources.' We also raise: issues that will confront

(eiti%ens and policymakers An their ongoing attempts to - give New

Jersey s'childremfa "thorough and efficient educational

program within an equitaile school ‘finance system.'

.. . .
.
’ ] .

.‘Robinson v..Cahill, 303 A. 2d 297 (1973). ‘\#’/

| Repiee . ' s

'7 .
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QoM . What We Found &

¢ . ) : .

i o 3 °In spite of the new law,  New Jersey
' still Has a “two-tiered system‘of school
finance. State ‘aid has enabled districts ’

at or below the state average valuation - e
. (which ‘educate about 55 percent of the
. state’s students) ¢to .spend roughly the
~ same doli&rs on their students. However,

] ~ - districtd” that ,educAfe the remaining 45
¢ ’ percent of New Jersey stadents can still

' ’ raise significantly more money from
their local tax bases.’ T

. { . e

g —

The ‘new law waSETesigned To meeéet the Cougt s objecti ns
that heavy reliance on local property taxes to pé?\for educa-
tion was not producing .the constitutionally mandated "thorough
“and efficient education for students. Three years later, the
state has increased its-share of total ,éxpenditures. from 23.5

2
percent-to 31.3 percent, support from local prOperty
. taxes has dropped accordingly, -from 71. 4 percehs €o 61.0
percent. e o - _ , '
, . , N ,

The aid program was supposed to overcome differences in

Vmexpenditure3<due— té— disgparities 1in property wealth. As

,/ sealth. = As

Figure 1 suggestss however, the general effect of the new law

has been nearly negligible. Inlspite of substantial growth in

state.aid, property wealth remains, thé primary factdr deter-

mining the’ level of educattonal expenditures in New Jersey.
- This 18 8o partly ‘because of uneve%’growth in property valua-.
tions across t state. In the last three yetars, the- average

per pupil- vaﬂf?tions in the poorest aistricts.increased lS' ~

percent, while'those in the wealthiest ones rose nearly 40

. percent. As a\resu}t, » state has béep running hard just to
$ : . ’ ) ’ ' % - i . L S o ’
‘stay in" place.’ : ' . s
) :

The figures for total .expenditures do nogf 1include
federal Elementary and Secondary Education Act aid; figures for
state aid’ dd .not include the state sy contribu\}on to the
Teacher Pension ‘and Annuity Fund. 4

) . « . ) . . . . , ., , ) .

. ) Q . . } ".‘g\ Vk“ ‘
y - 8 o - .
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in .expenditures between hfgh-" and ow-— - :

L ) ’ spending districts‘ narrowed sli tly

‘ (from 1.%27 .to _ ). But the absolute

- - "difference in cirrent expenditures , B
’ ’ between them grew. The gap between - .
, _ -.distrtcts spending at the high 95¢th : N
', — percentile and the low, ~5th p gtentide. -
M . "increased from $900 to $1080 er pupi

wween 1975-76 and 1978~ -79,; bhe ;ztio’

' v .. ’ - .

: : - . ‘ .
. Differences gpong-district;,in educational needs are

. - [4
not considered,by this measure of their spending. A district

;)/ ‘with more students who need special servicéd due to physi@al or

mental handicaps, bilingualism, or poverty backgrounds, P!

—_—

may need to spend more money per pupil than a district with
few such students. Whehlﬂew Jersey’s: school districts are
grouped according to educational need, we fdind that high need

districts snent at a level equal to,98 percent of thé state

, average 1in 1975-76, but at a level equal to -only 93 percent of

the state average three years later. ‘That is, under the new

law; educationallyqneedy districts seem somewhat less able to

- . ) |
2 meet their programmatichemands. . " .

ot

The law has succeeded 1in Equalizfng‘school tax rates
‘across all but the 4:a£yﬁiest d}stricts in the state. Due'2}(A§\‘
wuigqual grqwth-in property values oweve low-beal h
districts are once again raising t eir sch tax _rates,

'uhile the rates in wealthier districts.have stabilized or

“@

continued to  drops o _ * AN
) : v - ’ 5 r
, ’ Y . , -
R . °After three years of ope}ation, New :
. ) ' Jersey’s. education budget.cdps have ‘
- ' Porced tax 'relief in tHose istricts
¥ ) o, receiving large 7increases 1in 'tate aid . S
. and stabilized tax rates for other
' groups of districts. They have failed,

however, to significantly narrow expend— ’
iture disparities.,

P
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Two factors kept the caps from making ekpenditurés‘more

s

similar; (a) the abgééty of high spending districts to exceed
the caps constraints by using waivers, appropriating»surpluaes,
or experiencing higher- than—average enrollment declines, and

(b) the unwillingneas or inability ofrlow—spending districts to

spend up to th udget. caps.

- - -

The cumulative effect of waivers, ‘surpluses ‘and enrollment
declines enables high expenditure diskricts to spend consider-
ably more per—pupil than their budget caps seem to. allow. Such
'districts were free this year to exceed their per-pupil caps by
an -average . of 113 percent. Low - spending districts struggled
even to meet. thfﬁr capped budgets,-however. Low-spending
districts in New ‘Jersey are pregsminantly’low—wealth districts,'

Blowly growing tax bases and. a\ year s’ lag™\in the payment of

equalization aid have prevented these communities ftom rapidly

increasing thelir expenditures.

. : : « J

°These continuing a1 parities in per-’
pupil expenditures have resulted in
different levels of educational services
across the state. ' o

. ”

-~ . . Y
- ..
.

. A direct relationship exists between the-level of educa—
tional expenditures and the number and experience, of c!%ssroom_
teachers in a district._ As shown in Figure 2, in 1977-78,
the highest spending school districts had an e*e{age of 64
classroom teachers per 1000 pupils, or nearly 2 percent
more'staff thidn th:.lowest-spending districts.: St;ff in the
higher spending“ - districts were also more experienced (12.3.
years VsS. 9.9 years'in the lower spending districts), and dﬁ'

thenajjfage'theif salaries were higher. .
-, . ) % .

*e

.
.
‘Qv‘
»

— ’
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- N ,fDistricts whose state‘ait rose , substan- o
. tially ywnder thewngw formula. u§%d thev¢
money t provide more teachers per-pupil, 7///’

e not to raise salaries unreasonably. .

v g . . .

\ . . . \f .

o ‘ \ . - /z)

In those distrlicts where 11?{:§&€B in state aid exkeeded

25 percent of ‘their 1975 budget only 15 percent of the new
mone; went om avérage to tax relief. The number of classroom

»

teachérs rose 5%6 percent,)hnd this riée, coupled with a
5 perc nt ‘decline in enroI\\Ents, resulted in a substantial-

increas §g1'the teacher/pupil ratio. Finally, teachers
received raises lower .than the statewide average (11.8 percent
- . ST N
versys 13.2 percent) | S L 2
. ‘ _ How Far Must We Go? - )
A . ‘ ‘ . I C

Several problems continue to plague school finance in New |

Jersey. We found these most significant' ’
. ' . \d * e

5 N

oThe current level of state: aid is too

low to -0 rcome’ existing- expenditure
disparities linked to wealth.

QRN The widening gap in. per-— pupi1 property
valuations will makeé the goal of equity
nﬁ " more expensive with everx passing yeare.

'The concentration of pupils with extra-
ordinary educational needs in low-wealth
district§ means that wealthier districts

" are' able to gffer much fuller service

-0 - . : ‘
New Jersey’s cities face both stagnant

N oo tax bases for education, and increased’
“« dehands for non-educational services to
. " be- bought by the sgme limited resources. .
L <
. o~ .
. - ~
‘\ rd
7
o . L |
\ , i5 - /
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: . {he_uneveaﬂdistribchQn of declining
- - ' © “émrollme ts has kept opeo. the' interdis- Lyt
- ) trictugexgin per=pupil expenditures. ‘
- . ' - L _/*\) N
.While—it is nof\dur ‘purpose @xeSent an alternative

’school finance am Lk offRr some Suggestions for.fu;ur%

from the}fTh%ﬁhgs above: s T,

policy thak_ste

PTRe *legis‘latgre shouldxnot fix the’ level

_ o state suppeftt for’ peblic elementary Ny
\ ; and secondary education at its current
° level becausg the current aid issnot ,
. overcoming ‘disparities, -and flexibility oo
may be required, | Lo ' B ,
- o . L4 - ,e N4 5;
. The measure. of district "effort" in the.
.?%v. : existing fotmufa‘shod¥d'be adjusfed to ’

account .for "municipal overburden."

°state aid for students with special

! ~— educational need -should reflect the real

, concentration of that need-in districts,

' variations in the costs of special .

. services, and the relative ability. of . S

( districtg . to raise additional funds. y

AT . .

°The state should develop a policy to 2o

- ‘ a "meet the. Tiscal and educational effects
of declining enrollments. '

N 3 ' . " e, . 5
05 " % . “ ’“, N . ) .
. .o

- -
Iy o
- » ?

The rest of this report documents. ou; fiﬂ&ings 'end
discusses ih more detail the issfes involved in maging New
Jersey school: finance mere equitable. 'Since school finénce has
a language of its own, we have prepared a Glossary (App ix A)
of basic school finance concepts,and terms peculia:t:: New
Jersey-‘ For\engaders interested in the mechanics of the analy-
sis or of the school finance- formula, Appendix B describes our

methodology and Appendix C'shows.how the funding formula

- 3

operates.

v




local districts?

. . CHAPTER 1 ' -

. . % . LOOKING FOR®EQUITY.

\ "~ : _'. - : . . [}
<7 On Ap™il 3y 1973, ‘the New Je}jgy Supreme hfurt in Robinson

Cahill drdered the legislature to replace the existing

)
‘system of financing public elementary .and secondary educationﬁ

’
a sjbtem the Court characteriéed as a patchy prbdutt‘reflect—,

-

ing,provinciql contests." The new school’ finance formula in

the .PubBic Sdhoof?Eduéation Act. of 117? was designed to:

]
7

L} i N

L - guarantee that sch i_ districts Yof &

, uniequal property wealth would receive

; equaﬁ resources for equal tax rates;

: ) N .

ocompensate.districts for the extra,’

* costs of educating students with extra-
ordinary educational need H and

_ “

Onarrow per pupil expenditure dispar-
o« ities ﬁhrpugh a system &f expenditure
. caps.

To what extent‘has the new school finance ‘law led to .a more

equitable system of: raising and distributing educational'

‘revenues pin New Jersey? Have three years under the new 1&%

begun t ”remedy systematiclinequities? Do ‘a 1arge proportion
df school hildren live in districts with expenditures well
above or bélow.the s&ate average? Does, a strong relationship
still exist ébdng‘%hej;ealtﬁ, expenditures and taxbr;tes of

&, <
-

- - .

1Under\gthe expenditure caps, a district’sy xpenditure
level in a iven, year is limited to a percenta growth over
the prior year’s ‘budget, a growth rate vaffected . the state's
rising property valuations nd the district’s relagive expend—
iture level. Districts spending less than the state average
net current. expense  -budget are allowed to inckease their
spénding at a rate -greater than those districts speépding more
thanp the state average. Chapter II offers an inbdepth discus-
sion of the education budget .caps.
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fhéinging greater equity to New Jersey."TheL,were.

HOWJEduitabie is thelSystem?

°

Inoour last rz;ort we used our crigsiié to assess the

relative “success of tﬁé Public chool Education Act of 1975 in

e

< B - .
) ;o Naréowing the ‘gap - %ﬁ‘ distcicts in
- expenditures per-pupi 123 ,
~— T/ “ o ’ ’ .
‘ o'Relating the level of educatiomnal
resources to-the level»of educational o .
need in a district, i ) v
@l - . _—

-y %Guar nteeing that_equal resources ar
produced by equal tax rTates ("fiscal . .
) g"'meutrality”) and ’
°cllosing the gap in school tiax rates
., 4+ ™~ ~ampng districts. - )
'\L ’) ¢

Narrowing the ‘Gap in Expenditures Y

The Court was emphatic ‘that - the state constitution

3intended to insure equal educational opportunity for all

children.'JSince, as the Cdurt explained, "dollar input 1s

plainly relevant and "“because we have been shown no other viable

ins from the new law, we must

criterion for measwringﬁﬁo pliance with the constitutional
mandate, 2 to judge eqult;Q\a\

examine the relative pér pupil expenditure levels‘among dis-

tricts in ‘the state.

- One measure of equity 1s how far the new school finance
° Al " ) - 9 .
sxstem reduces the gap between high-and low-spending districtse.

’Since New Jersey- contains tiny, atypical districts such as

Teterboro (with several million dollars of property wealth an‘?
"only one pupil) or Corbin City (which functions primarily as a

"special education district), we have narrowed our analysis to

£,

'S

] . *‘ - - N
Zpobinson V. cah111,_3o3 A. 2d at 295:

~ . . . PR

. ’ . ~ ’ . . ) ’
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the range - in expenditUres betwedn the 95th and '5th percentiles.

The closer expenditure diffeaences are reduced to zeto, the

‘more equitable the\systeq‘ " —T\_ S A . St
. ‘l-; B : ' i o
. \In'i975—76, when districts weére ranked from iow high on,
3 [
current exgenditures per.pupil,(3 'children'who i d°"in the

district at the 95th percentile had $2062 per pup#b—sgent on

their schooling, an agount L. 77 times as\large as that spent in

.
-
'

<

-

L

the.district at the 5th’ percentile, £1162.4‘a;The low
expenditure distr ct Spent 75 ercent of.xhe state dverage;’
th?rdistrict at the 95th p tile spent at 133 percentr'
‘of the average. ’ % ‘

. o .,

. By 1978- 794 the r%nge had narrowved slightly, but the1

absalute difference in current expenditures had increased ‘fronm

$900 to $1080 per .pupil. As shown in Table 1, in 1978 79 the
district at the 95th percentile spent $2742 per-child, or 1.65

times as much as the $1661 per—child spegt by the distrdct at
-the b5th percentile. ° The low—spending districts spent 79

percent of the state average and high- expenditure districts

lowered their spending to 130 percent of cthe statetavera
. ) ' N\ .o ' '

< /
t - N 2 . -
° . / . ! . .

Lo — . . M »

5
”

3Current ekpenditurestper-pupil;_gkzusgd in. this r&port,
exclude expenditures on debt serwvice an capital outlay,

tuition revenues, and federal Elementary and Secondary Educa-

\

A 4

tion Act aid. For more discussion ofethis definition, see -

Appendix B. . Y |

¢ N :
s aThese fiQures differ slightly from those in Margaret E.
Goertz, Money.and Education: Where Did :the 400 M!llion‘Dollars

\
.

Go? (Pringceton, N. J.: Educational Testing ervice, 1978)—~

for two relsons: they reflect audited expendffture ‘data and
include adjustments for tuition payments received by the
districts. g ' '

i
. a . :
- . e . .
. oA . .
)
. aoo- . . '
N .
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h . © . ﬂ o ‘. f - Ta€1e 1 gl“ C . ’). i ." ‘ ,
« re v _ Current Expenditures ‘per-Pupil ~ .
k\ 5th a 95¢th Percentiles Compared tq St&te AVetage - .
> N7 L . [ ) (3
h , Xy g L 197 76 | }977 18 . 1978 79
g . | . L
Ll 5th Percentile ~ ° .. §$ 1162 SSTZAA A 2
- . 95th Percemtile 2062 12498 2762
| . \r‘Ratio of 95th Percentile . Lo
5th Percentile . 177 1.73. o 1.65
, t . : C e N '
RN StaG! Average 8 LSSO‘ -$ 1908 : $ 2113'
T Ratio gf 4tn bercentile .oT ’ © "1,
. ,¢o Avekage - g 0.7$'L- 0»7&:1 &"79 1'~ﬂ;
. Ratio of 95th fercentilﬁ" ey A ot
‘Averagé 1. 33 1 1»31:r w 1;30:1

. -
a "
T

’

. Source: New Jersey State Départme?, of Education data compilgd/
T ' fand .analyzed by the Educdtion Policy Research'InstiJ
. tute,'Educational Testing Service, Princeton, New °

. : . Jersey-. , , J&ﬂ
These‘figures, homever, do not consider. variatfons in
district expenditures caused by diffe;eht leyels of educ'tional
need. A district with more ‘students who need special s rvices‘
may need to spend .more per pupil to meet these edmcatienal
needs. One, way to adjust for such differences is to/talcnlate

current expenditures per weL‘hted pupil. This measure

weights" students with specfhl education needs Ky/some measare

of additional lresouroes ‘needéd beyond those allocated to the ‘\

/ ’ “
.« . .

.SWeighted’/g;railments were calculated as follows: The
number of students 1in each educational need category were
multiplied by that category’s. addf?@onal cost factor as em-

- bodied 1in the Public School Education Act of 1975, Sec- 18A:
o 7A-10. The.sum of these products 1s that district’s total .
’ "educational need units." The Weighted Enrollment’ is equal to

Total Educational'Need Untts + Total Enrollment in a district.
Thus, a district  with 1000 stidents and 100 Educational Need .
Units would have a Weighted Enrollment of: 100 + 1000 = 1100«

-
2

average sStudente.

o . ) | S fﬂ_;iz 20 o
‘ S . Qz: |
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“Table 2, shows the range 1in spending per ‘weighted pupil

between~bhe same Sth and 95th percentiles. The ratiJ-of

%pending ‘at the Sth- percentile compared to the 5th percentile

is slightfy higher fi~all three years than for current’ dxpendi-

tures per unweightgd pppil, but shows the same . gradual decling.

from 1975~ 76'to 4978'79. The absolute difference in eXpendi (

tures. is almdst idenﬂiéal in-bvth cases: $900Ape: unweighted

7
pupll versus $898 per wejighted ‘pupil in 1975-76,” and $1080 per,

Iunweightedrpupil versus $1058 per weighted pupi‘bin 1978-79. :

. .. Table 2 - . L
‘ Current‘Exbenditures'per Weighted, Pupil
B 5th and 95th Percent&des Compared to State Average

A

- - o, 1975-76 1977-78 1978~ 79
. 5th Percentile $ 1076 $ 1358  § 1497
" 95th Percentile C 1974 - ¢ 2333 2555 ,
Ratio of 95th Percentile -
to 5th Percentile 1.83 1.72 . 1.71
., State Average $ 1473 1§ 1779 $ 1959 .
* Ratio of 5th Percentile : ) . S
to Average 7 0.73:1 0.76:1 . 0.76:1
Ratio of 95th§Percentile . 1 « /F
«30:1

to Average 1le34:]e 1.31:1

Source: New Jersey State Department of Education -data compiled
and analyzed by the Education Policy Research Insti-
tute,,tducational Testing Service, Princeton, New
Jersey..

It appears, therefore, that the newdéfw has both slowegh

the relative growth 1in expenditures at e upper end of the’

range and gradually "leveled-ug" eXpenditufes -=- that 1is;

narrowed the gap between low-expenditure districts and the
state ‘average or meane. Another statistical measure of
"leveling up,” the McLoone Index, supports this finding. The

.
~

+ 13

- ' ' 21 _
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) Tve
chLoon9 Index measuresLyariation 1n a 7iétrict s‘school reve-

- 4, ‘ N ¢

nues per—pupil bel the.state median. A omparison of McLog%
),9

indices for yeays q&o“g how much closer, loﬁ spending
) but

. districts have came te ﬁ@ﬁ&?ng ‘the state median. ,This index

rangeb betweemﬁﬂ and l;nt (/ﬁioser this index is td L, the less

'dispersed ‘are value&,leiow the median." The McLoofie . ikdices for,

current expendigyres peropupil in New Jersey for 1975776 ‘and

S 4

* ‘ ) . , T .
Relating Educational—Resources to Educational Ng@ﬁ%‘. 0 . .

“

° - \_\{'. B .
The Public School Education Act of 1975 -restructured

.1978-79 were 0.878»and p.890 regpéctively, only_a“élight"

. 5%d§udagment.f4 o o - ' -7 - ,x;§§:’
h. . " - » ‘

state aid to students with special education needs -- students~.

from low-income families, students with physical‘ and mental
handiéaps,-students in needﬁbf bilingual.education;“and S0 one.
The amount of aid earmarked for these programs.inerEased nearly
$73 millinn, or 112 percent between 1975<76, anﬁ\J978 -79. One
way te ‘judge the effect of this increased aid ;on funding for
spécial students 1is to group districts by a Weighted Pupil
Index that shows the relatioanship of the number ?f weighted
pupils to the number of students enrolled in the.district.6
The larger this number, the greater the ldével of the district’s
educational need as defined by the lmw. Theq range among
districts has averaged from 1.00 to 1.20, with'the state’s

poorest 'districte showing the highestﬂ levels of educatipnal

oo ’ -
. \

needs.

a

. -t
.

e w0 Ty i »
Table 3 shows the relationship between educational need,

: !

as measured by the Weighted Pupil Indexyiand current expendi-

tures peér weighted pupil. - Group 1, with one~seventh of the

state’s students, includes those districts with the highest:

6the-Weighted Pupil 1Index is the ratio of Wedghted

. EArollment to Unweighted Enrollment. - Thus, a district with

1000 students -and 100 Educational Need Units would have a

Weighted Pupil Index of: 100 + 1000 1.10 .
. T 1uuo - 1. ‘

-

‘14
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level of educational need 1in each bf_the_gkfee years. Group 7,

.also containing one—sevenfh of the state’s students,'{gcludeS’
. . L. *

- . . , >
ose -distriets with the lowest level of educational need.7 In

all three years, districts with the highest level-of educa-.

tional need spent lesg per weighted pupif than ‘'did those

i 2 : _ .
.districts with ‘the lowebt level of need. In addition, the
a - ¥ - . . 1 .

~

< , »
'. . -\ . Table 3 . . . - ‘.. ! . v ' -~
.. . roo. N ) L ot .
. : - Relationship between Edueational Need
; . and_ Expenditurés- LN
;Jpﬁistricts , Current - ' Chrgent S Currert ‘
"' Grouped . - Expenditures Expenditures Expendiktures
\\by Weighted per Weighted per Weighted. per Weighted
Pupjl Index ’ Pupil, 1975-76 Pupil, 1977-78 Papil, 197879
- : - s .
Group 1 (highest) § 1444 $ 1580 $ 1815
‘Group 2 C 1397 1712 - L1847
Group 3 .. 1457 . 1796 S 1951
Group & g 1504 1803 , 1953
Group 5 1458 : 1845 . . 1991
Group 6 1499 " '1780 2046 -
~
Group 7 (lowest) 1555 ‘ 1980 ’ 2141
State Average 1473 1779 1959
* . \
. .

310tal Weighted Enrollment/Pupils Enrolled ' : .

bEach Interval contains an equal‘number of pupils

Source: New Jersey State Department of Education data dompiled
' ‘and analyzed by the Education Policy Research Insti-
tute, Educational Testing Service, Princeton, New

Jersey. o ’ ’

a

'Y
T

) 7In 1975-76, the range of the Weiphted Pupil Index
in Group 1 was 1.09 to 1.19; in 1978-79 it was 1.13 to 1.21. :
Similarly the range of need in Group 7 im 1975-76 was 1.0 to -
1.03; three years later it was 1.0 to l.04. )

15




difierence in average per- puﬁ%l ekpenditures between groups 1

‘and 7 grew from $1li in 1975- 76 to $326 in’ 1978 79. In the

former year, the higheqt -need distriﬁxs Were spending, on

‘average, $1444“pet weighted pupil, or 98 percent of the state

. average. , Ln the latter year, the expenditure of $1815 was 93

percent of the state4derage. ) E,

.Although the State Sdpreme Court jected this goal,~1egislai

L]

Achievid&i"ngcal Neutrality

.

The' Newfﬁﬁerseyb\Superiqr Court .and the legislaturé wvere

also concerned abou equity to taxpayers. In its 1972 deci-
R -

sion,, the. Superior Court set as'. a goal the' equalization

of "the tax burden in support of {educatibnal] programs.

tors perceived a politically strong desire for a school financ;

system that is fiscally’ neutral" -- whefe local district

wealth does not determine how much money 1is available for
education. The Public School Education Act of 1975 reflects
this ﬂ\sire in its formula structu;e; that is, two districts
wh;eh levy the same. property tax rate should receive idéntical
per—-pupil revenues .through ‘combined state aid and lq.'l

taxes, reéardless of their property wealth.

Several measures are useful in determining the extent to

which the New Jersey school finance system has become "fiscally
LY .

neutral". First, one can examine the relationship between

property wealth, current expenditures per—pupil, and school tax

rates. Using this deasure, a system is not "fiscally neutral"

+ when districts with high valuations per pupil and low.tax rates

spend more than districts with lower property wealth and higher

tax ratese.

287 A. 2d 187 (1972) . ’ . )



R : e AWJ’

., . (
- R ) » . T + .

‘To measure this relationship, gl disﬁricts in the state

have been'ranked from low to high o their equalized valuation.
per-pupil for'the years 1975—76 and 1978179. ﬁiStricts'

have then be&P divided into seven groups : ntaining an equal
. number of pupils for each of these yeatr Table 4A shoqu
;thatJ in 1975 76 wealthy districts notj%nly spgnt more on

eduéation, but did so with a lower s€hool tax rate. While the
\ \

A;HHStricts with Epast property wealth taxed at an average

'-rate of $1% 79 ‘per $100 oflequalized valuation and spent .$1504"

, per- pupii, wealtbiest dist:icts spent an average of $1752

tures per weighted_pupil,($L372

.

(1 15 times as much) wi%h an average tax rate of $1.17 perx $100) ‘

of equalized valuation (35 percent‘lesg). The expenditure

'disparities are- even greater "if one looks at current expendi—

rsus $1681).-10

v -

9Thus, a" district which was in the lowest wealth group, in
1975 76. may. nbt be in that same interval thfee years later if °
its per- pupil wealth ‘Yncreased at a rate- substantially above

that of other districts in 1its groupe.
— . .
: 10These averages are weighted by’the number of students

in each district in the group. Thus, the figures for -Newark,
with 70,000fstudents, will ‘contribut®e more heavily to the

-

A”average for Group 'l than the-~. figures for Salem City with 1500

students. Sinte MNgwark has approximately 35 percent of the
students in Growp o, .dt has been argued that Newark’s spending

.decisions determinel the change Jin this group. The folldwing

Are figures for Group } without Newark:
: T

~
E)

Current Expenditures Current Expenditures School Tax

per-Pupil - per Weighted Pupil Rate
1975-76"+ $ 1376 . $ 1267 '$ 1.85

1978-79 1928 . 1702 ‘1.60

17 _ .

25



< : '_Tatle 4A ; .
‘. - . \o

Relationship between Property Wealth,

Current Exgenditures.and

A

Sphool

Lurrent _

e

- . .

>

"5 .79
2. 12

T ) "2 00
! L ‘.1r9_9 \

1.89
. lcflo

. Tax, Rates, 1975 16 .
N . .
R} ’ . v ey - &~§;rrentv.
T ~ " Equalized Current « penditures
' _: ) - Valuation &xpendjtures  per-Weighted
NI ﬂper—Pugil f.pef—Pupil o PuQ%i ‘.
Oy i , - ST :
. Group—%Atp%s chiR-$33;599 1 £1504 ° - $.1372.
}t “Groyp 3 $33, 600A\\{35 Las\ :{ LA ;;'_ 132@
' crou} 3 $457450 % §58, §99 ”}4}1 RURENSE 4
. .Group 4.$58, 700 L $61+199 14607 1601,
. "GEoup 5 537,200 *$78,499" ‘.16&9i L 1se3
Grcup 678,500~ $95,499 - -1689. 7. 1628
' efdup .7 $95 sbo and over - “175%. . 1681

-

State Avetage

Relatiopship between Property Wealth,

e N

Tax Rates, 1978-79 % .
- \ { Sl \
. ] ) " . Current L -
qualized Current’ “Expenditures -Current
. ‘Valuation Expenditures per Weighted School
@ . ber-Pupil per-Pupil Pupil i Tax Rate
ra . : . )
i . ’ ’ a . [Y
Aroup 1 Less than $ 37,000 $ 1994 $ 1760 $ 1.67
Group 2 $ 37,000 -$ 54,999 1933 " . 1763 1.57
Group 3 §$.55,000 -$ 73,999 1978 1816” 1.55
Group.4 ogp -$ 87,999 1994 1882 1.58
g Group 5 $™f¥8,000 -$102,999 . 2200 2061 . 1.69
Group 6 $103,000 -$1>5,199 2268 . 2154 1.67
Group 7 $125,200 and over . 2390 r 2262 ‘ 1.11
a : o n . » '
State Average 2113 ' 1959 1.47

Source:

tute,
Jersey.

R
-

-

Table 4B

I

1473

~ L.

R _
P © 117

4 - : -
Current BExpenditures and

v ‘and analyzed by

*

b

New Jersey State Department of Education data compiled
the Education Policy Research Insti-
Educational Testing Service,

18

¥

: ,2-%6

Princeton,
v

New

L]

" Tax Rate’

v
t

¢

A
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“.distributionm of wealth fol
bution of current expendituress Are the poorest 50 percent of .

Ve

-

=
Table 4B shows the same relationship for the year 1978~ 79.

<

Tﬁoftrendsjare evident. First, the law_has suc¢eeded in

significantly equalizing tax rates. The differences n_average

school tax rates among the first: six groups have disappeared.

Yet equal tax rates have not yvielded: equal expenditures. ) The

average current expenditure per—yuﬁil in Group 6 is $274

greater than the average expenditure in Group'l, an increase of
-

$100 in three years. Second, the expenditure/tax rate gap -
A )

"between the poorest and wealthiest ‘groups of districts ‘(1 and-

.7) has grown: The noorest districts now-spend an average of

_$1994 per-pupil with a tax rate of 1.67 per $400 of equalized
valuation, while*the wealthi%%t districts spend $2390 (1. 2
timee’as much) with anqaverage tax rate of $l 11 (™ percent
less)' 'lf‘one uses as a measure current expenditure per
-weight@ﬁ pupil, the uealthiest”dietgicts are spending, on

'average nearly 1 .3 times as much as -the poorest. Three years

.after the implementation of the Public School Education Act of

-

4
L}

1975 "therefore, wealth .is still a major factor in determini;g:

how much dLstricts spend on their school children.

~ P

.. A second” way of looking at the "fiscal neutrality dﬂ%gf

school finance system is to calculate the dollars B district'

can raise through a combination of state and local dollars for

each $1.00 of tax le_vy.11

¢ - i . AR

To the extent that these figures

- w
L 4
.

8 ’ . . B

-

b 3 - '
, llAnother measure of "fi cal neutrality is the Gini
coefficient. This statistic” indicates to what degree the

%s the Same pattern as the distri-

the pupils receiving 50 percent of fhe resources? A -valid Gini

icoefﬁicient can range from 0.0°'to 1.0. A caefficjent of 0.0

indicates total equity; a value of 1.0 indicates total
inequity. The Gini coefficients for current expenditures per
pupil in 1975-76, 1977-78 and 1978-79 were .039, .045 and 042
respectively. The coefficients for current expenditures per
weighted pupil were :+048, .056 and .053 for these same years.
- Therefore, on this measure little progress towards equaliZation

- has been shoWn.

27,

5
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wf-*-~afewﬂtmi%at, school districts with equal tax rates can provide
equal levels of educational support. Tables 5A and 5B show the

veL of educational resources (defined as the sum of locally:'
raised revenues12 and state equalization aid) .available  per

$1.00 of tax levy for districts grouped by wealth in 1975-76

vr

~-and 1978- 79y Since ‘additional resources for students'witn.'
special educational« needs are diStributed by flat grant, state
and federal ca&egorical aids are not includéd in this calculé-

tion.

N

In 1975-76, the poorest group of districts (group 1) could.
—~~~——m;taise more for each dollar of tax levy than groups 2 to 4, but

‘only -52 percent as much as districts in group 7. In 1978-79,

~ . all districts d more resources per dollar of tax levy, but

* the position of the low-wealth districts had slipped, Group 1 -

now has the lowest ratio of all the groups, at 76 percent of

the state avérage, and Aﬁ‘pereent of the highest- yealth

group.13' . L.

8 : . ’ -~
12Locally raised revenues; include the free balances

appropriated in that year’s budget.

\ . \
: (( “ : 13The figures for- group 1 without Newark are $651 (1915—
¥ : 76) and 6981 (1978 79). . - .
. ‘:\( Y . - . . -t ’
1\ v : .
\ - -
. l~\y
S ]
v“‘\““ I . o P L _____:_ B - ) ) %) -
N -
. ‘ \
\ ) , ‘ e
b . -
. Q 2 8
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" Table 5A

Tt Regationship between Property ‘Wealth and Education . ,
oo Funds per Dollar of Tax Rate, 1975~ 76 : ..
ﬂ Equalized + = .~ . - - S S
_ Valuation Education Funds Available e
. _ per-Pupil per Dollar of Tax Rate "
. . ‘ - - . *
- Group- 1 Less than $§ 33;599 RO - $...727
Group 2- §$ 33,600 -$ 45,449 ' 3 - .
Group'3 § 45,450 -§ 58,699 - T 664 -
. .- N ) S
‘Group .4 § 58,700°-% 67,199 . . 695 B
Group 5§ 67,200 -$ 78,499 797 T
_Group 6 $.78,500 -$.95,499 . 906 . . -/
Group 7 $ 95,500 and over L - 1404 '
‘State Average° . s , ' , ' . 835 : .
. £ ’ C * ' ‘ " ~«/
. : . Table 5B .
. * N ._ \ P . ] l
Relationship between Property Wealth and Education S '
Fundy per D?llar of Tax’ Rate, 1978 79
Egualized » ' - ‘ ’
Valuation ’ e Edugation Funds:Availagle
-Eerb?ugil ' per Dollar of Tax Rate - .
‘Group-1  Less- than § 37,000 -~ . 0§ 954 e
' Group 2§ 37,000 -§ 54,999 ' ‘ 1040
. croup 3 _§ 55, 000 -5-78,999 . 1129 -
*Grouplﬁ' $ 74, 000 -$ 87,999 ’ oL - . 1125
Grodp 5 -$ 88,000 -$102,999 . " © 1169 )
Group:6 . $103,000 -$125,199 ' ' 1245 . -
Group 7 125,200 and over o 1972
State Aberage'}'_. r ' 4 " 1245 : ’
. 5 ‘ . - } B E ‘ B
Calculated as. - ' . '
Net Current Expense Budget;ﬂfBalance Appropriated
N Current School¥#Tax Rate
P | . .
. This ratio 1s weighted by size of district. =~ . _ ,
- R ‘o * ‘ " .

Source: 'New Jersey State Department of Education data compiled
and anpalyzed by the Education Policy Research Insti-
tute, Educarional Testing Service, Princeton, New
Jersey- Ce -
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Closggggthe Gap in School Tax Rates

A_ final K criterion of equity is the extent .to which tax-

payers “"are taxed at ‘different rates throughout the state for

nlh Three factors affect chool tax

the same puinc purpose
+ rates im a district: the'size,of its education bndget, its .-
" amount of state and federal aid,.and its property wealth. If
growth in expenditures outstrips incredses in aid: -and/or growth
in the district s tax base, it must increase 1its tax rate to
raiae additiqpal remenUes. If'budgete increase at a slower
rate than valuations, tax rates will decline. 'Two different
methods can be used to ,jmeasure tax rate disparities: the range
in schoolftax rates throughout the state, and the distribution:
of tax rates across property wealth intervals.

.
(R

As shown in Table 6, high tax rate districts in 1975
levied tax rates at 147_percent'of the state average while
the low taxX rate dietricts were at 50 percent of the

average.ls' By 1977-78, the use of state aid and the.capping

-

of exgenditures in high -gspending distriots had brought an

overall decrease in tax rates and a substantial narrowing in

the range of rates. In the following year, alfhough rates
decreased overall, the decline was largely in low-rate

districtse. In 1978-79, the ragge in rates between the 5th

and 95th percentiles grew slightll, "high tax rate districts

i4287 A.2d 137 (1972). ; -~ ' co g
't

15These figures will differ from those in Money and{i
Education: Where Did the 400 Million Dollars Go? as they'f
reflect final audited figures. .
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remained at 137 percent of the *state average, while low-rate

dLQtricts dropped from 55 percent to 52 percent of the average.
L3

The caps and rapidly rising property valuations continued

to P rce. tax relief in low-rate districts, while sluggish

growth in both state aid and property wealth left the high-rate

districts im roughly the same position as L%71977778°

Table 6

Current School Tax Rate A
Sth and 95th Percentiles Compared to State Average

e

1975-76  1977-78 ~ 1978-79
Sth Pergentile ' . 2.48 - 2.04 - 2.0l
95th Percentile o ~ 0.84  0.82 0.76
Btate Average- : 1.69 1.50 1.47
Ratio of Sth Percentile ) . _ - .
to Average ] 1.47:1" 1.36:1 1.38:1

. .

Ratio of 95th Percentile ; :
to Average : 0.50:1 0.55:1 0.52:1

-

"Source: ‘New Jersey State Department of Education data compiled
an‘ﬂanalyzed by the Education Policy Research Insti-
tute, Educational .Testing Service, Princeton, New
Jersey. . S ’ :

When we look at the distribution of tax rates across

districts grouped by wealth (Table 7) we find that tax rates
declined for .all groups between 1975-76 and 1977~ 78. The
‘greatest drops were - in groups 2 to 4——districts that’ received
the 1argest increases in state aid in the first ﬂear of the new.
law. The pattern changes, however, in the third year.

Altho g the state’s average tax rate*decreaeed slightly in

.1978 79, in the poorest districts rates increased, while in

all other groups rates stayed steady or continued to declgg .

31




LT -7+ Table 7 - s ,
R e . '
Relationship between Property Wealth and Current
‘{ . School Iax Rate

k)

Equalizeﬁ

"_Property . - ' © Current School Tax Rate
- /Naluation ., 1975-76 1977-78 °1978-79 .
. . L4 . - . N - . .
' Grovg 1 (lowest wealth) ~  § 1.79  § 1.62  § 1.67 ""l
’ -Group 2 ’ A Loe 2412 1.62 1.57
_Grdup. 3 . 2.00 1.59 1.56
v Group 4 ‘ : 1.99 . 1,59 .  1.58
up 5 1.86 1.74  1.69
Group 6 1.74 ' 1.68 - 1.67
Group 7 (highest wealth) - 1.17 Cl.14 1.11
State Averagz .- . . - 1.69 . 1.50 147

Source: ‘New Jersey State Department of Education data eompiled
' and analyzed by the-Education Policy- Research Insti-
tute, Educational Testing Service, Princeton, New ~

45rsey. - : ' .

. ’

Table 8 shows the average per-pupil ehange‘in current
expenditures, state aid and'locally—raised revenues between the
'1977 -78 and 1978-79 school years. Unlike the first years of
the school finance reform when increases in state aid surpassed
increases in. expenditures for the low~- and middle- -wealth
groups, expenditure growth in the third year was uniformly
greater than changes 1in aid payments. As a resule, all groups

~were forced to raise more money from unequalized revenue

[y
-

sourcese.

24 . .




Table 8

o :A'Ciaﬁéés {n Current Expenditures, State Aid, and Locally-Rai;ed Revéhues'
o Relative to Growth in Property Valuations, Districts Grouped by Property Wealth,
T ©1977-78 to 1978-79 ' '

Per-Pupil

-.-.- . : N ' ‘
I per-Pupil Per-Pupil Change in Increased
~ Bqualized - Change in .qu-Pupil. - Change 1in Equalized ~ Revenues From
Valuation per - .  Current ] Change in Locally Raised Valuations  Growth ig
- Pupil, 1978-79 Expenditures  State Ald Revenues* IY977‘-‘[978 Tax) Base
. Less than § 37,000 . § 203 § 152 8 -8 93 15
g0 - § 56999 e o B BFRY) 3
455,000 - § 73,999, 196 130 ,‘{' .8 o 99 o
74,000 - § 67,999 . 182 ¢ 9 610 BUIE
BTt $88,000 - $102,999 188 19 s 8,678 138
- $103,000 <-$115,199 122 40 BRI 11,423 199
- 125,200 and over a2 o189 19,397 . 22
. State Average YR T AN U SRR 1 L 1
aIncludes's,om.e federal ald, appropriation_bf‘suf}lusgé,.and niscellaneous revenues. )
N P S " o

b1977-78 school tax rate applied to per-pupil thpﬁge-in equalizéd valuations, 1977;78;
' V'?’. . - , | I ,. ! . .

Source: New Jersey State Department bf_Eduvxtfoﬁ'ﬂaté,compiled,and.analyzed by ‘the
Education Policy Research Institute,‘Educatgonal Testing Service, Princetonm,

New Jersey.s | . : . . ,
. . . . . ‘ "

) : * . ’ " ‘ . N
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‘ Raising additiomal local funds affected taxbratea through

two factors: the relative wealth of the district §and the

.groﬁth of 1its fnx'base. Tne~low-wea1th districts -were doubly

disadvantaged. Between 19]7 and 1978 their tax base grew, on
aVéragé,_$932 per—nunil; npplying their 1977 tax rate nf $1.60
pe; hundred to this growth, these districts could raise only an
additional $15 per-pupil without ratsing local tax rates. The

r

remaining funds ($22 per~pupil) had to be raised from an
average tax base of- $28,000 pér—pupil;  The tax base of the

venlthfeat districts, however, increased an average of $19,000

per-pupil: At their 1977 tax rate of $l1.14 per hundred, they

:could increase. locally -raised revenues by §$221 per-pupil, an

amount exceeding their actual change in ex'.nditures of $169°

: their school tax rates therefore fell.

How Far Have We Cdme?

In feanonae to the court mandate for a "thorough and
efficient" system of edunation, the légisfatﬁré drew up in tne
Public . School EducationAAct of 1975 a "funding atructufe which
will ensure that adequate financial resources shall be avail-
able to enable a system of free public achqols to'qperate

throughout the. State." Although it did -not establish any

. criteria for the lével'of "adeqnaté" fundrng; in.1978779 thqy

‘legislature supported 35 percent of the districts’ current

operating budgets.16

16In November 1978 the legislature amended the 1975 Act
to a state commitment to provide 40 percent of total education-
al expenditures within available tax resources. This 40

percent, however, includes state contributions to the Teachers
Pension and Annuity Fund and state aid for debt service and

capital outlay--expenditures which are not included in the '

measure, "current‘expenﬁiturea,"'uaed in this report.

5

{ .
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, In this chapter we ‘have peen that New Jerseyls'school
finance program has succeeded in equalizing ‘school tax rates
across all’but thé wealthiest districts. The new law h@s
slightly narrowed- the range in per-—pupil expenditures. _ The
absolute difference in current'expenditures increased, however,
£rom $900 per-pupdl “to $1080 per-pupil, and low-property-wealth

"districts continued in 1978-79 to receive fewer state and local

'dollars for each dollar of tax levy than moderate and wealthy
districts. . '

4 ' )

_ g r .

Most change.occurred in ‘the figst two years, when dis-

- tricts absorbed the large initial ‘{ncrease due to the

.~

en property valuations

_reform legislation. In the last year;
rose unequally, low-wealth districts began to increase school
tax ratee.once again; -rates in wealthier districts stabilized
or continued to drop. After three yea;s, district property
wealth continues as a major factor in @eternining f%vels of

educational expenditures in New Jersey N




O o _ CHAPTER II

. 'EDUCATION BUDGET CAPS: CURSE OR CURE-ALL?
.

Perhaps the most controversial sections of the Public

School Education Act of 1975 placed annual limits on the g}owth,,,qﬂ

of school budg;ts throughout New Jersey. These "budget caps"”

v~were-desigped to serve four major purposes:

(1) to prevent large and inefficient budge«—
' increases, particularly in districts .where
‘the flow of new state aid grows suddenly;

(2) to limit state liability for future finan-
"cial aid,. .

(3) to assure that a substantial portion of new
state aid funds are passed along to taxpay-
ers as property tax relief; and

(4) to move .the school districts. toward mor
nearly Jhual expenditures per pupil.

While there has® been general support«for the philosophy
underlying the caps, few people have been satisfied with
them. While caps have  braked the relative expernditure growth
of higm—sgending districts and helped to lower school tax
rates, they-have not significant!& closed the gap in petﬂpupil'
expenditures between the highes;- and lowest- spending dis-
tricts. Legislators and educators _have also gargued that ‘the
caps-=-coupled with inflation, accelerating costs of fuel,
utilities and insurance, and nornal,employee increments--have

°

eroded the quality of educational programs.2

' Y . . .

1Budget Cagﬁ,'&aseline Report, Monitoring Program 4 -
Budget Cabs, Joint Committee on the Public Schools, New Jersey

Legislature, September 21, 1976, pp. 2-3.

’

2SenatorvMatthew Feldman "Is the Dollar Sign a Sign of
the Times for Our Schools?" New York Times, January, 1979.

-
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This ghapter %iéqysses %pree aspects of the,education
budget caps:. their structure; tﬁéif’effectiveneséain.achieving

the four goals listediabove;'and some criticisms. a - >

TheVStruEZﬁre of Education Budget Caps7f

The formulas used to calculate the amoun;'By,which school
dgstficts ﬁéy increase their budgets are composed of three'
éomponents: (1) a basic growth rate related to growth imn the
staté;éwnprbperty_Avaluation; (2) an equalization factor. that .
allows digtricts spending below the state average to increase
-theif budgets faster ;han;districtgktpend;ﬂg above the average;

' and (3) a base expenditure level, (NCEB)--the 'district" total -
current expense budget less state and federal categorical. aid,
tuition and miscellaneous'fegenues, and free balances approprﬂafl
ted for that yéar. Table 9 1llustrates the épecific operation

“of the cap formulas.

>
——

~ ¢

A district can exceed 1its cap‘iimitation By (1) procuring

(3

a waiwg} of the limitation and/or (2) appropriating free

balances (last year’s surplus revenues) for this year’s budget.

Cap waivers are granted at'thg di%cretion of the Commissioder
of Education to,allow flexibility i%alcui’ating budget limita-
‘tions for districfs facing-iﬁ;rga;ei enrollments or -other
liabilities, such as increased tuition payments, mew building
openings,* the inclusion of a large free balance in the prior
year’s bud&et‘ or the district’s inability to meet "thdrough
and efficient" fequirements. 'Since a district’s expenditure’
lbése, or NCEB, does mnot .include the amount of free b lanéga’""'

appropriated during the .school year, - districtg with sizable

surpluses can alsofexcéed the cap by allocatﬁﬁg these local

fudds on tbp.of.thei; capped budgets.

The capped budget (with waivers included) is  the maximum

amount that \a district can spgnd: Budget caps are.%ctually

.
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e | - Table 9
The Calculat1on of New Jersey's Educatton Budget Cap Formula ‘ s
ﬁ?: - o Basic Growth Rate - Equaltzatton Factor ;I Base Expenditure Level@
. The larger of: : . : ' o .g»~)
For districts o N ] - The'prior year's state The prior year's stat
- spending in the . * The latest annual average NCEB per pupil average NCEB per pupil,
- prior year below . - 3/4tx percentage change - X The prior year's district X times the .prior year's
the state average . in statewide  NCEB per resident pupil resident enrollment of
luation - ' . the district

L]

NCEB per pupil: | equalj

&

o
A

"X 1500 X 1000 pupils -

’

Budget
© DistricttA  Increase

= .06 x 1 25 x 1,500, 000 ‘ _
2 112,500 or $112 50 per puptl - .
W : The larger of: S o
H 'vFor d1str1cts . ‘ﬂ?i L The prior year's state ,The prior year’s dtstr1ct
spendtng in the v The latestaannuale average NCEB per pupil NCEB per puptl,
prior year above 3/4 x percentage change X  the pr1ou year's dsstrict X times the prior year's
~ the state average | in statewide NCEB pér resident pupil resident enrollment of
- NCEB per pupils - : equaltzed\valuatton ' , the district b
‘ o . or : N o
the average of the " | e S
© last three years' R ' T
- annual. percentage | o
.  changes. - - , S
_ - Budget ‘ ' f’ X500 _ . ‘ o
District B Inceease = 3hx .08 X T . ¢ 1800 X 1000 pupils

= .06 x 8334 x 1,800, /000
i 90 000 or $90 per puptl

L]

Source;  This table is draun from The Ftscal Impact of Budget Caps in 1976-77, §econd Periodic Report,
Monitoring Progras 4-Budget Caps, Joint Committee on the deL1c Schools, New Jersey : rf‘ | Ry

Legislature, August 2,9 L | ‘
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applied to eipenditures during the budgeting process. In ‘New

. Jersej, most school disgriots must go to the voters for bndget

anprovalo .Many school boards cut their budgets following

" public hearings, and‘therefore submit to.their voters or boards

of estimate budgets below the cap -level. In other cases

tudgets at the cap level are defeated~at the polls and_later

~ . .
cut by municipal governing bodies. The level of total current
expenditures in a district thus often falls below the budget
cap.. . . '
The Fiscal Impact of the Caps, 1976-1978°

The education budget caps began in 1976. After three -
years of operation, how effective have they been in meeting the

1egislature s four purpgbes? (See p. 1 29)

«
v

.Preventing Large, Inefficient Budget Increases

In its first year the Public School Education Act of 1975
substantialrx increased the level of state equalization aid to

educagtion. ‘In 1975-76, before the new law, the state distribu-

ted $432 million in equalization aid; in 1976-77 ° that figure

rose nearly 50‘percent'to $626 millioﬁ.:llhe legislature was
concerned that many districts getting? these large increases
would hot be able to absorb them into ‘¥fheir school budgets.
Although the legislature never definea what constitutes a
"large and inefficient" .budget increase, it seems_to have
felt that an inflation factor modified by an "eqdaliiation
factor" would allow low~spending districts to enlarge their

.~

bquetafwhile providing taxpayer relief.

- -
L

B

3This‘ section 1is based on Margaret E. Goert ;aédTJayfﬂ.

"Moskowitz, Caps and Kids: The Impact of New Jersey's Education

Budget Caps. 'Paper presented at the annual meeting of the

'American Education Finance Association, Washington, D.C.

(Princeton, NJ: Education Policy Research Institute, Educa-
tional Testing Service, January 1979). . , )

.
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T This‘ assumption was _-based on the historical state-wide
grdvth of propertyvvaluations. When the law was passed,
valuations were rising'at an annual rate of 12 to 13fpercent;
Therefore, budget caps were not very restrictive in their first
: year of operation,.in 1976-77, 68 percent gf the districts had
cap increases of - 10 percent or more. _ Since 1975,'however,
property values ha risen slowly; the basic growth rate in the
' cap formula dfopped from 8.8 percent in. 1976 -17 to 5.4 percent
in 1978-79. In that latter year 60 percent of the state’s

school districts thus had cap increases below "6 percent.

Limiting State Liability for Future Aid oo ‘ _ .

New Jersey uses a guaranteed tax base formula to
distribute equalization aid. State aid to a district grows in
direct proportion to its‘increased net current -expense budhe{
(NCEB).4 By capping the grqwth in NCEB, the state automat-
ically limits its'liability for state aid in the next year.

In 1976-77, the budget caps permitted, state-wide, a max-
imum increase in thedﬂtatewide total.NCEB of‘$214 millionb‘
~or l0.4 perCent above the 1975-76 level. In 1977-78, capped
) NCEB’s had increased T'percent, whife the growth in 1978-79;
capped NCEB’s was 7.5 percent,lon a per-pupil basis, these
‘percentages ‘were 8. 9 percent and 10.8 pexscent respectively.
' Thesf limitations have worked to brake increases in the state’s

liability for .this .program. Equalization aid paid in 1978-79
represented’ potentialll only a- $45 million, or 7 percent,

increase; growth in 1979-80 equalization aid could not exceed
$52 million. :

r

4The state share 1is calculated annually as: .

E _ District’s prior. Year valuation per pupil] X [District's prior]
1357 state average valuation per pupil ' year NCEB .

The district’s NCEB is equalized up to the 65th percentile
average WCEB for that district’s grade plan.

.7 . . . ) .
. -~ . N 4
N . 5 ° .
. . 3 - . X .
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Guaranteeing Property Tax Relief

The 1975 school finance law tried to meet two tax relief

concernse. Districts with large 1increases’ in state aid under

-the new law would be forced to pass on some of that increase

for.property tax relief. Second, it was hoped that all tax-"
payers wouid see a stabilization of.property tax rates to
compensate for the Ymposition of a $900 million income tax.:
This latter purpose is also reflected in caps imposed 'in 1976
on municipal, county, and state budgetsfé

2
°

In Money and Fducation: Where Did the 400 Million Dollars

Go? we showed that 80 percent of the new equalization aid was

allocated to school districts with a per-pupil  valuation of

ﬁ$30 000 to $70, 0‘0- The caps forced these ddstricts’to use

some of their aid to lower the level of locally-raised revenues

-for schools in that first year. In 1976-77, the maximum

pbssible current‘schéol tax rate for districts with a valuation.

.of $30 000 to %49, 999 was estimated to be, on average, $l1.75, a

decrease of $0.31 from the 1975-76 rate-5 Districts in the
$50,000 to $69,000 range were simi1ar1y forced (to/ lover
their dverage school tax rates from $l.99to a maximum of.

$1.70. The higher wealth districts ($70,000 and-above) vere

‘limited in how much they could increase taxes. The maximum

growth in NCEB per-pupil allqwed:under the caps was nearly
offset by vahuation growthe. The result was a stabilization of

school taxarates for 1976'57- " The same patterns appeared

L4

. in the second and third years of caps.

_
The ‘maximum possib&e current school tax rate 1is equal to:
capped NCEB minus equalization aid .
»equalized property valuation F
.  a :
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Closi ng the Expenditure G;g

~

A final purpose of the education budget caps was to close

‘the gap in expenditures.; The levels of expenditures of low-
and high-spending districts ‘were to more closely. approach
parity. Low-8pending districts can increase their spending at

a faster rate than the average, while growth in the budgets of

high spending districts is lipited to a percentage below the'
7

basic growth rate. . ’\

b

The analysis of expenditure disparities for 1978-79 in
Chapter I showed, however, that the gap has not narrowed
significantly.’ Two factors keep the cap from making - expendi-
tures'moue more cloaely together. (1) the ability of high-
spending districts to circumvent the caps by using cap waivers,
lappropriating free balances, and as a result of higher-than-
verage enrollment declines, and (2) the‘unwillingness or
tnabillty‘of loy-spending distrioté'to snend up to their
caps. )

1

Bxceeding the C;E A district can exceed its cap limitation in

three ways: procure a waiver of the limitation, appropriate

- free balances (last year ‘s surplus revenues) and/or have a

higher- than-average rate of enrollment decline.

.

1. Cap. _walvers. Some critics worried that cap waivers

might be too easily granted, but the actual impact of this
'device has been minimal. AlthOugh nearly $39 million in
waivers were granted to 146 non-vocational districts in »978-79

-

due to the,very restrictive caps, this amount was only 1.2

pefcent of that year's net .current expense budget ‘and an

average o£,l§ss than?$30 per pupil state-wide. .

.;‘ | ,‘44 .
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P Appropriation of free balances. Districts with

‘sizable surﬁluses can use these local funds to exce-~d their
budget cans. In 1977-78 and 1978-79, low—spendi\‘%districts
allocated the largest percentage of capped NCEB (4 8%) in free
balances, al hough wealthy districts continued to allocate
slightly moiz on a per- pupil basis (for 1978—79, $100 V8.
$67). , A ’

3. Declining enrollments are the major factor that lets

districts increase their .per-pupil spending at a rate above
»that aet by the budget caps. Th; budget cap 1is8 c%lculated
using the previous year’s enrollment. Districts with declining

enrollments' nefit from this in two ways: (1) they receive a

slightly largen ércentage increase’ in expenditures over the

previous year, 2) this larger capped budget supports a

smaller number of students; creating a larger per-pupil
* . 4

expenditure.§

-

6For.example, District B in Table 9 ed a prior year*s
enrollment of 1000 pupils to determine 1 base expenditure
level.  Assuming an enrollment decline -of 5 percent, 1f the

district had- used a current year enrollment of 950 in 1its
calculation, dits budget cap would have been 4. 75 percent
instead of 5 percent. ‘

.06 x 1220 x 1500 x 950 = 85,500

1800

85,500 _ 4475 .
1,800, 006 R

In addition to a more liberal cap, declining_enrollments
have stretched District B’s capped budget even further. The
cap is calculated on prior year’s enrollment, or -

1,800,000 + 900,000
1,000

When this cap 1is divided by current year’s enrollment
we get a cap per-pupil of:

) o 1,800,00 + 90 000
. 950 1,989

1, 890

~

Thus, the new per- pupil expenditure is actually 10 percent
above the prior year’s expenditure of $1800, rather than the 5
percent restriction of the cap.. .

- 3% 45
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Declininé enrollments would not be of éong?rn.if tbey
were evenly distzibuted across districts at all expenditure
ieQels- Enrollment dS@linea, however; have been much's:eepér
in.hihh-expéﬁditure'Histricts; High-expenditure districts lost
nearly 7 pércent of their students in the last school year,

while enrollments in low-expenditure districts remained steady.

The cumulative effect of these three factors =- waivers,

aﬁpropriatibn of free balances and declining enrollm®nt == has

" been to pefmit.high:spending districts the potential to spend,
hJ

ﬁer-pupil, 113 percent of their capped budgets. By~ ~ 1978-79,"
this'represented'an ﬁverage increase of $300 per-pupil. The
ﬁumbers‘for loﬁ-spending‘districts in that year were 107
percént, or an extra $100 per pupil. Table 10 shows the
relative confribution—of'Fhese factors.

Table 10

Components of Potentiai Budget Increases over
Capped NCEB, 1978-79

Net Current Expense Budget

Low - Medium High -
Capped NCEB/pupil® $ 1448 $ 1748 $ 2165. "
Waiver/pupil + 28 . + 30 o+ 24
Balance approptiatéd/ P ‘ ' ' ~
- pupil + 67 o + 66 + 100
a) .
Enfpllment changeb\ + 9 + 66 '+ 168
"Adjusted"écapped _ - . »
NCEB/pupil $ 1552 . - $ 1910 - § 2457
2 Increase over ' _-'. ¢
Capped budget: 107.2% 109.3% 113.5%
gCapped'NCEB/Prior year’s enrollment
bCalculated as: : , : : ’
2 Capped NCEB ___ Capped NCEB o,
Current Year’s Enrollment - Prior Year’s En;ollment

-

chm of Capped NCEB perfpupil, waiver per-pupil, balance
‘appropriated per=-pupil and enrollment change.

Source: New Jersey. State Department of Education data compiled
) ’ and analyzed by the Education Policy Research Insti-
) tute, Educational Testing Service, .Princeton, New

. Jersey.
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It appears, therefore, that the -"squeeze' assumption
built dinto the budget cap provision has been more than overcome
by the impact of "loopholes ~and demogr;phic changes. Although
low-spending districts are allowed a larger rate of growth "in
the cap formula, this advantage 1is lost on a per-pupil basis
largely because of more gseverely declining .enrollments 1in

high-expenditure,districtsﬁ R .

s

Local d18trict behaviore. Qur discussion 8O0 far assumes

that districts will spend up to 'thelir expenditure caps-. The

: K
success Of the '"squeeze" factor in the cap formula relies on

districts, especially low-spending ones, doing just this.

Yet we saw in Chapter I that low wealth districts had to

increase their tax rates in 1978\79 in order‘to finance

increased expendituresL had they chosen to spend up to their

caps, this increase would have been even .larger.

This problem arises because the distribution of state
equalization aid is based‘tgbé the previous year's expendi-
tures. Although this appr;avﬁ is administratively sound, it
creates difficulty for low we lth districts. Any increase in
expenditures which exceeds t é growth in state aid must be

q

wholly financed from 40cal re enues. The equalization, or

state support, ¥ Lhis gr h does not occur until the
\ QW ; n?needed local revenues exceeds

rowth in the ocaL t b ff‘See Table 8, pe 25), the district
g pas. P

following year. Ifyq a

. must raise 1its

expenditures.



Limitations to Caps Effectiveness 3

1 .

New Jersey has had three years of exPerience with educa-

tion budget caps. Their structure and effects have been
\ scrutinﬁ;ed by educators, bureaucrats, legisﬁators and

researchers. .Two major criticisms predominate.

FCaps have been too restrictive; and ’
éCaps have failed to significantly
decrease the per-pupil expenditpre

gap. \

The Caps Have Been Too Restrictive

-“The 1egislature 8 decision to limit the aserage school
budget increase to a rate equal to three quarters of the growth
in state -wide pronerty valuations has '‘strained many local
education budgets. In 1978—79-the’basic growth rate in the cap
formula was 5.4 percent--considerably below the inflation rate.
“As- a result, 60 percent of the state’s districts could increase
vtheir budgets by less than 6 percent% Many critics suggest
) that the three- -quarter factor be eliminated or that this
f{f@easure be replaced by growth in per- capita income, the rate of

- increase applied to the state budget.7

Hscussing how restrictive the caps’ are, however, one
-xaf_ declining enrollments and the re1ationship of

Q}ﬁ;tions to this phenomenon. Formulas fbor state aid
n budget caps buffer districts with decldining

“éfg&@ﬁ' :F for one year by using pre-budget year student

Lo cqha:gm?ﬁwin the second year, state aid payments may decrease,

L]

Change in per-Capita Change in Equalized
. Personal Income o Valuations
- 1976 - 1977 9.55% « 5.872
1977' - 1978 10.38% 7.73%
\
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but caps never force a district to cut total expenditdres.

There{ore, when expenditures are calculated per- -pupil, the

growth in expenditures in districts with declining enrollments

[
is muoh greater than the bud get cap rate. Before deciding
whether to liberalize budget caps, the state and local school
districts must deal with the ability of districts to maintain

or cut expenditures as thelr enrollments drop.
o

'gggg;ﬂgxg Failed_ to Si&nifiéantly Dec;eaée the Pér-Puéil
Expenditure Gap ' '

By granting lower-expenditure districté a faster growth
rate, the lawmakers expected to "squeeze"'togetherbexpenditures
by means of the cap formula. ﬁut'fivé‘factbrs have. l1imited the.
success of this "sdueeze" assumption in nar;owing disparities

in per-pupil expenditures: ‘ . L

0 *
°The components® of education revenues '
subject to the _—cap, parttcularly the
‘treatment of free balances;

- “ - - ..-
°The availability. and use of cap
"walvers"; : .-

°The ?mpact of declining enrollments,
which have pushed per-pupil expenditures
up more rapidly in high-spending dis-
tricts than in low-spending ones;

oThe-reluctance and/or iﬁﬁbility of
low-spending districts to spend up to
their caps; and - ‘
. ‘_" *
°The relatively soft "squeeze" factor in
the formula.



. A
%} [

_Capss can: effectiveL_ ‘be used to limit ‘growth in qﬁﬁool
district‘ékpenditures if "d, number of thorny problems are
addressed: (1)'the need to gh;’thehgse of free balances as
well .as annual tax revenues; (2) the nged,to cap the growth in
pér -pupil etpend{tures, rather than the growth 1in total
budgets, 1in a time Q} declining enrollments;~and,(3) the'heed-

for tighter controls over the granting of cap waivefs; N >

g8

Caps cannot, however, succeed 1in '"leveiing—up" ﬂéxpend;
itures 1in low—spending df@tricts unless . non-local revenues are
available to help. In the poorest districts, less frequent'
use of the cap does not guarantee small tax bills. With valua-
tions growing less than two percent a- year, these districts
cannot increase their budgets the permissible 8 to 12 percent a
.year. They cannot afford the local share of this increasb,»
even when it is only 20 cents on the dollar, if state equali—
zation aid to offset these increases is not payable until the.
next bgdgét yeare.

N
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CHAPTER III

WHAT DOES THE MONEY BUY? \

1

Chapters 1 and II1 focused on spending differences among
districts in New Jersey and policies designed to narrow these
differences.’ This chapter asks how the education dollars have

been spent. ' ™ ) ' - ‘ .

¢

o ' .
"To what extent have the new state aid
dollars been used to-fund educationl

’ ®°How have districts spent the dollars
' that went to'school budgets?
oWhat are the resulting expenditure
patterns, including the distribution of
teaching staff? '

2ance this chapterifocuses on services to students,
analysis has been limited to school districts which offer
edu/cation'in grades ‘K-12. It has been found that districts
with secondary edycation spend more on education and show
different expenditure patterns than elementary districts which.
teach fewer subjects, have less elaborate laboratory equipment,
smaller libraries,ﬁetc. Although the K-12 districts represent
fewer than 40 percent of the districts in New Jersey, they

educate, more than 75 percentgof the state’s students. -

Where Did the New Aid Dollars Go?

‘A question often asked in the aftermath of school finance
‘reform 1is: How were the new dollars spent? Does ‘more money
make @ difference? Daniel Moynihan’s thesis about who benefits
from school finance reform mirrors the’ feeling of many citizens

and legisiators. "Any increase {n school expenditures will in



-
-

the first instance accrue toO teachers, who receive aboﬁg 68 A\
r;»,percent of the operating expenditures of‘elementary and secon—‘

dary schools. 1 New Jersey legislators, simildrly concerned

about'districts' ability to spend large increases in state aid

'efficiently,flimited budget expansion by caps. o ,

. . . o :
\ \ . o .
‘ . To. test these propositions against. New Jersey’s newvw 'law,

v{ we have examined changes . in expenditure and revenue patterns in

those K-=12 districts where aid increases amounted to more than

25 percent of their f975 budgets- What pefcent of the in-

creased aid funded tax relief? Has the percentage of total
~budget spent on teachers’ salaries grown? Has the numher of

teachers'gtown?

Expenditures Versus Tax Relief : ) .

Between 1975-76 and 1977- 78 -these districts decreased ~

their local support of education by an average of $76.per

,gupil, while increasing expenditures $392 per student. This
decrease in locally-raised revenues enabled the districts to%
reduce pgoperty tax'rates by an average of, $0.44 per $100 'of

equalized valuation, a drop of 20 percent.

" When these districts were grouped according_to.relative
level of property wealth, fiscal burden, level of-spending in .
1975, and per-~capita incoqe} it ‘was found that the first three
of these factors affected the extent to which the districts
decreased their level of locally-raised revenues. _As ehown_in
Table 11A, districts withllow property valuations dropped their

' suppcrt by $80 per-pupil, while modgrately wealthy district&

- . N ~ i . : k]
) 1Daniel"’P. Moynihan, "Equalizing Educa:!tn. In Whose
Benefit?" The Public Interest, No. 29 (Fall 1972), p.75.
- 2 . o . .

_Thls methodology 1is drawn in part from Michael W.
\. Kirst, "What Happens at the Local Level, after School Finance
Reform?" Policy Analysis III: 3(1977), pp. 301-324. See
Appendix B for a specific description of the methodology-.

0 Y ¥ .




Table 11A: Impact of New State Aid
with Largest Increases in State Aid,

&

Fdnds on Districts
1975-76 to 1977-78,

Districts Grouped by Property Valuation ) . ’

Property Change in Change in Locally- Change in
Valuation ‘Current Expendi- Raised Revenues School
per-Pupil, tures per-Pupil, J%erﬁPupil, 1975-76 Tax Rate 1975-76
1975-76" < 1975-76 to 1977 78 to 1977-78 to 1977-78
Less than . . '

$57,555 + $397 - $80 - $0.46 .
$57,555 = o ¢ f
’ $82,995 4 v + 383 - - - 68 - 0s39
.$82,996 and ' -- S -- -

over :

Table 11B¢
Largest Increases in State Aid,

Impact of New State Aid Funds on Districts wi&@
1975-76 to 1977-78,

1]

Districts Grouped by Figcal'Burdena : >

Chanﬁqﬁiﬁﬁﬁ Change 1% Locally- Change 1in

4

. Current Expendi- Raised Revenues * School
Fiscal . tures per-Pupil, per-Pupil, 1975-76 Tax Rate, 1975-76
Burden 1975-76 to 1977-78 to-1977-78" to 1977-78
Less than' 342.5 + $452. - $53 | - $0.40
342.5 - 696.99 +, 368 ' - 77 - 0.42
697 and over + 366 _ - 96 - - ,0-50
aFispal burden is defined as: °

tSchool Tax Rate (19751* Residential Propert17Va1uation
_1 - Per Capita Income (1974)
p .
Tablesllcg\\lmpact of New State Aid Funds on Districts
with Largest Increases in State Aid, 1975-76 to 1977-78,
.. Districts Grouped by Expenditures per-Pupil
Current Change in Change in Locally- Change in
Expenditure Current Expendi- Raised Revenues ° School e
per-Pupil, tures per-Pupil, ‘'per-Pupil, 1975-76 Tax Rate, 1975-76 -
1975=-76 1975-76 tol977-78 to 1977-78 to 1977-78 T
Less than $1443 + $401 - $40 i - $0.35
$1443 - $1686 o+ 391 - - 106 .= 0.50
.$1687 and over + 334 | - 144 .= .72
45 - 1w - B . ' ’ “



.mdecreased theif'suppdrt'by $6é: Similarly, districts with a

‘ high level or Tiscal burden,3 decreasad local support of .

educatiah by an average of $96 per-pupil. comnared to $53 per- .

A ' pupil in the morve 1ight1y-burdened communitieﬁ (Table ' 11B) o+
' Finally, the impact of the budget caps can be sehn when these
districts are grouped by their 1975 per—pupil current expendi-
tures in Table IIC. Low—spending districts only prgvided $40
per-pupil of direct tax relief while raising:’ expenditures $400‘
the high-spending ones decreased locally-raised revenues more

(ah average of $144) while increasing expenditures less

($335).

)

Districts which got large increases in state aid, there=-
fqre, used most of the money to increase their spending on
education- In aghition, low-wealth and loe\Bpending districts.
.directed relativelyrmore of ; their,new funds to education than

did those who'were more affluent and higher spending- ' \_

Let
o

v

How Have the .Education Dollars Been Spent? A .

» K=-12 districts that got substantially more state aid under
the Public School Education Act of 4975 1ncreased their per-
nupil operating budgets4 by an average‘of 24_percent between
'1975 76 and 1977 -78. This new money wa's used to: ' |

-,
increase the number of classroom
teachers; . -

o .
raise t'eachers’ salaries; and

1ncrease the percehtage of total
budget spent on non-teacher instructional
salaries. . B

Table 12 presents average_expenditure breakdowns for
thdse districts for 1975 76 (the last year before implementad
‘tion of the 1975 Act) and for 1977-78 (its second year of.

- . X

A 3Fiscal burden is  defined as: o . :
School Tax Rate (1975) * Regsidential Property Valuation
PeroCapita fncome (1974) ’
for each district.

These ‘figures ‘do nBt inc1ude sundry accounts, 'federal
.categorical aid, and expenditures on special .8school.

O L , e . B .
EM - i ”r ' . - ¢ K }467 | C =4 .i |
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S ) | Y Table 12 .
' Expenditures Before and After Implementation’ of -
* the’ F975 Act for K-12 Districts Receiving - T

.;---i3 , . Lo Large Increases in State Aid . "
‘?_Y - . 1" e ‘a RS

o S i . Percentage of Expenditures R

. Expenditure Category - 1975-176 o _1977-78 -«

- ‘ —_—i——_ | -, R
Administration S ©3.83% 3.73% '
Tmstruction o 70.46 - 68.83 &

** 7 _Teachers’ Salaries “ © T [52.8 - h7>5£-9':

Other Instructional &, : L ' N '

Sqlaries ' é ' beb T b 1T,
o . o . . .
Other”Salariesb" s 8.5 _ - 7.59
'Other Instructiqnal . _ 4.56 L. . .v ﬁ 57 =
Transportation A 2.90 3!04:', ' &,
Plant 0peration and : . o )
‘Maintenance 13.57 ' 13.74
>"Attendance and Health 1.61 T 1467
- Fixed Chafges and =~ R ».' - .o
o Tuition v » - . 7.62 - - 7 9.01 -
Average Expenditure ' § 1398. . 9 1729.
Change in Number of . o “x. : E '
‘Classroom Teachers T & 784 (+54é1)n‘ ‘
R . : :
Change in Enrollment - . - 15,515 (+5.6%)
Teachers per 1000 Pupils 50.4 , . " 56.5
. : . . ™~

«.. 2Current Expenditures excluding sundry accounts, .federal
categorical aid and expenditures on special schqpls. i

. : b"Other Salariesvupggglude salaries fo; 'Frincipals,

supervisors of instructions secretaries and clerical asslstants
and othervpersonnel. .
Cwogther Instructional” include expenditures for text-"
baoks, school library ﬁnd audio-visual, teaching supplies apd~
other expenses, . : s

° - 2

_ . ' ' o Tk
‘qurce:' New Jersey State Department of Education data compiled
A , and analyzed by the Education Po Research “Insti-
S -tute, Educational Testing Service,“brinceton, New
® : Jerseye . .
o . . ) N
. é & . & » .
» . ‘¢:
N < -
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L opefation)r * The pew money was not used disproportionately for .

b salarﬁes for,exfsting*teachers. Salary raises in the group.

'ayeraged #1.8 pegcent for the ‘two- year period, less than the

Wy W

stdie-widc fbcreaseupf 13, 2 gprcent. And while the percentage

.
LY

_jiﬁje tota14gdﬁg t spent on instruction dropped, the number

-jof ﬂkgggroom teac§ s increased, as did the percent of the

s

kaudget spent on pon tegcher instruction&l salaries. As a

resultg ‘“the: teacher/ upil ratio (number of c1assroom te%Fhers
. per 1000 pupils’) increased an average of 12 percent, fﬁom 50 4
to 56 5.° . * '

- . : ' k3
‘ abat'Does Money Bux? oo
I ) . : § ' S

¥
-, Our £indings,resemb1e those of studies im'otqet states5

J

‘and fit’ the- generdl relationship between increased spending

and the level of educational services provided by ‘the @is-
« .tricts, ‘Table 13 shows the . impact of different Jlevels of
expenditures on three measures of edﬁcatidnal services.-r
teacherlmpupil ratio, teaaher experience and average teacher
salary <- i@ all K-12 districts. Each group contains_appxox-
imately the same number’bf pupils. As the;aﬁérage~0perating
. cdst6,increases; the number of classroon teachers ner
1000 phpifs.also increases{ ‘The difference in the number of
c1assrdom teacheta from theﬁlowest épending districts in

1977- 78 %o ‘the highest spending districts was nearly Zi,per-

cent, from 51.5 to 64. 0.% ff“addition, higher-spending dis-'

tricts had moré'expatpenced staff (l12.5 years vs.310.0 years)
& . , *
' With hi her average salasies., —— e S '3 ‘
- w - < - s . L ‘ : « v
) A . , . B . .
. . i' 5See'.for éxample, Kirst, op. cit.; Stephﬁn'MulBaifb apd
-, Steﬂben Je Carrdll, Budget Allocation By School Districts: An

~ Analysis of Spending for Teacher and Other Resolrces ¢(Santa-

'Monica, California, The Rand Corporation, 1975).

expenditures minus fed nal Elémentary and Secondary Edacation
Act aid and ‘tuition expended. Pupils are “those enrolled in the
distaict 8 schools. AnaLys%s of these relationships often
,exptumes %xpenditures on transportation, since this eﬁ%ense
A varies "widely across district ‘and’” i8s- not a discretionary
item. +We found the patter s were the same when transportation

: expenditures were excluded from our analysis. - "
L4 N .o : '

D e .Y 4B : 26
E lC‘ . % .. T % _ ‘y P
,MB¥'R . " . - .%% R ‘ o a‘?J‘ ;

oI . . Y‘

‘Q : L Oﬂeratinga *“cost per-pupil " is ‘defined as gurrent .

5

-



- oo Table 13
: : S 4 o ) (
: .o . - : . ‘
.Relationship between Operating Cost per-Pupil,
Teacher/Pupil Ratios,.-Teacher Experience and

Teacher Salaries for All K-12 Distriets, V-(Smfg
1977-78 : .“ : ! '
o . : A o
Operating Teachers Average Average
Cost Per~ , * per 1000 - Teacher ' .Teacher
‘Pupil k Pupils - Experience - - Salary
Less than § 1589 51.5 - 10.0 © 0§ 14,313,
$ 1590 - § 1712 © 54.4 10.2 14,846 .
~ 8§ 1733 - $ 1790 55.9 . 10.2 15,457“
0§ 1791 - $ 1889 - 58.7 10.7 ' T 14,919
-$ 1891 - § 2009 : 58.7 11.0 . is,ns
$ 2010 - $ 2144 - 59.6 11.4 6,195
$ 2145 and over 64.0 ) 12.5 . - - 17,042
. & ’ e
~State Average : 57.4 10.8 . 15,457
2 A ' B '

Soufce: ‘New Jersey State Depaftmeﬁt of Education and New
' Jersey Education Association data compiled and
analyzed by Education Policy Research. Institute,
Educational Testing Service, Princeton, New Jersey.

.
~

These sSame patterns éppeared when K-12 districts ;efe
éﬁalyzed by size (fewer than 3,060 studéntg;-3,000 - 5,999
students; aﬁdv6,b00 students or more) and whef elementary
distrjéts:é%reﬁgﬁdmined. <The ralatidnships between 6perating

ﬁ'x’cost %e:-pupil and these same measures of educational services’

'£02J£Tzhentary districts are presented in Appendix,D.‘

.o
v . «“ “ °
N v o ' ce . &
. . DI ¢ - -
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Finally, districts which received-large increaées in

state aid trdded off -instructional expenditures against

‘eipéiditures for rixed charges. These tradeoffs are similar

in nagnitude'to those made by all K-12 districtse. Table 14

5shows that the average percentage of expenditures allocated to

"instruction in all K-12 districts dropped from 69.8 percent
to 68.8 percent between 1975- 76 and 1977 -78, while those

vallocéted to "fixed charges'" rose fram 7. 75 percent to 8.90

percente. - The growth in the latter category of expenditures,
as well as 1in transpartatfon, reflects increases 1in certain 
uncontrollabte costs such as insurance, aon-teacher pensions,

and fuel.

It apnears, therefore, that significantly incrbasing'the
level “of state’aid'given to a district does make a difference
in the educational opportunities available to its studentss
Districts ‘that received large increases in state aid under The
Public School Education Act of 1975 used this money prtmtrily
for education, not for tax relief, and bougnt more educational”

services with it. Their spending patéerns parallel those of

- other districts in the. state; more money means more staff, and

' more experienced staffe - . K

“

)

, ’ v .
'Y . . / )

s0 - 58



Table 14 . - : =

5‘Expeﬁd1turésv3efore and-After Implementation of
) the 1975 Act for all K-12 districts

.-

Percentage of Expendituresa

Expenditure Category - 11975-76 . 1977-78
_Adﬁiniétration ' ) .3.872 . _ 3.792
Instruction | 69.78 68.76
Transpdrtatioﬁ 3.11 ' - 3.24

. Plant Qﬁeration and
Maintenance 13.81 ., 13.68
Attendance and Health ° ’ = 1.64 - 1.63
.fixeq Charges'and, - o g |
Tuition ' _ 7.75. © 8.90
Average Exp_eanditufe , . ] $ 1532‘ , . $ 1863
Change in Number of . . - :
Classroom Teacpers v +° 176 (+ 0.32)
Change'in EnrollﬁEnt ; : - 62,851 (- 6.1%)
Teadhers_per#lOOO“Pqpils : 54.23 ; '57.(4

y

aCurfent Expenditures. excluding sundEy accounts, federal
categorical aid and expenditures on special schools.

Source: ew Jersey State Depaftment of Education data
~ompiled and analyzed by the "Education Policy
Research Institute, Educational Testing Service,

o - Princeton, New Jersey. \
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CHAPTER 1V

. HOW FAR MUST WE GO? .o

The Public School Education Act of 1975 gave some needed
property. cux relief to New. Jersey’s low- and moderate-wealth

communities. - By limiting ekpenditures in high-wealth communi-

ties, it lowered school tax rates there as well. The school
finance program has not succeeded, however, in significantly
" narrowing expenditure disparities across the states A number‘

of problems haunt the reform program: ' . (\

P
.

. oAn ‘ever- widening gap in property valua- -
tionps between pr0pentyhpoor and property-
L rich school ﬂJStricts,‘

Concentrations ef»special -need pupils in
1ow-wealth districts '
°The fiscal distress of New,Jersey's

urban areas; and .

.:@;

.

s

®°Decliring enfollments.
. _ K

This chapter discusées these . problems briefly, relates them

to the current formula in opetation, and raises\issues facing

policymakers and citizens alike in their ongoing ~ attempts to

give New Jersey s children a "thorough and efficient" education

"and a“fair sehool"finance system. .

-

The Rich Get Richer,e..

New Jersey s school finance formula is designed to compen=

sate for differences 1in per-pupil property wealth. In 1975 76,
when the new school finance“law was enacted, the range 1in
e« property valuations per-pupil (95th to Sth percentile) was
5.5:1; by 1978-79, this range had widened to 6.7:1. Some

-
.

property poor districts, such as Camden, suffered absolute
declines in their tax bases i\\the past year, while wealthy
districts, like Princeton, have iseen their property valuations
~ rise 15 to 20 percent.
. g h ? .
ERIC T 60
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This growing disparity in:wealth means that more state aid

, 1s necessary to equalize the abidityfhf 1ow-wealth districts to
"support education- Table 8f{*;;ifﬂzpﬁ that low-wealth'
"districts received the larges ioT éar
year.- Two factors'contribgge
‘becomes relatively poorerm

.- this increase coupled with{

budget, demands more stateéh' «For example, during the first

~

f.sso,,ezi*--

_increésed 22 percent, from $87 000
rwup b ore
',state support ratio for Trenton

14 percent from $26, 785,&%

state’ 8 guaranteed tax base

At the same time, the

’As\a result of this increased

[N

- support ratio and a 19 percentrgrOWth in Trenton s net current

expenditures, state equalization aid increased by mqqe than two
.

million dollars from 1976 77 to‘1978 79.2_f :

-The guéranteed tax,. ,as been 1.35 times*the‘state aver‘t
valua&iom per- pupil'fcr the” prior year. J
;eduqed ko I 344 £ov P979—80,

;. . , i R
‘Equalization atd is~ca1cu1ated

« * " pumbérs are estimates.)\w‘ _
L, 1978-79:" (T1x *..$25; 990 ooo = '§ 18,453, ooo
s oy 1976.7&. 692 803, 500,000 = °$__ 16,215, 000 .

hange in aid' ) +2, 238 000

The increase in the state support ratio
ted for $500 000 oﬁ this change in’ aid.
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This trend counters recent state efforts to stabilize

financial_support of elementary and secondary‘education-'

Modifications in the state aid formula enacted in November 1978
limit stage support to 40 percent ‘of total educational expendi—
tures, including state contributions to the Teacher Pension and
Annuity Fund. Since commitments under the 1975 Act exceeded
this percentage for 1979-80, the state has cut transportation

aid, towered the level of minimum aid, and slightly decreased

the guaranteed tax base in order to maintain full funding»of
. ' ' x

aid to‘]:ow-wealth._di-%)tricts.3

Concentrations of Special Need Pupils

Districts with large numbers of special-need pupils spend
considerably less than do distticts with fewer children with
exceptional educational need. First, the low—property wealth
districts 1in the state have greater concentrations of pﬁpils
who need special education, compensatory education and bilin—
.gual education than do high property wealth districts. ln
1977-78, 45 percent of the pupils in the lowest wealth dis-
tricts (less than $30, 000" VAluation per—pupil) were‘eligible
+for federally- fynded compensafory education programs compared

to fewer than 15 percent statewide. Similarly, these districts

had three and one-half times as mjfy bilingual educatiOn

students and one and 3me—half imes as many pupils 1in special
education. In a finance, system that relies heavily on local
property tax revenues, hdigh educational need districts which

_are property-poor cannot raise adequate revenues.
- '

3P.L. 1978, Chapter ,158, amending P.L. 175, Chaptér 212.

) 4Money' and Education: Where Did the 400 Million Dollars
Go? pp. 23-26. .

N
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Second,. state aid for special educational programs --
. handicapped, bilingual, compensatory education and vocational
education -- does not recognize the relative'wealth of, or
the concentration of educational need- in, districts. These aid
‘programs provide a basic per-pupil grant tied to the state
average expenditure and the severity of “the student p need;“
Thus, a student enrolled in a program for multiply handicapped
children will receLve more aid than a student enrolled in a
program for perceptually- impaired children, or in a.compensa—
tory education program. This apﬁxoach assumes, however, that
every district s cost of: providing these programs 1s similar.
Districts with large numbers of the‘e students may have supple-
‘mentary expenses that the state fails to consider in developing.
its weightings.ﬂ Since many of these districts are also low-
wealth, they are unable—to raise more loeal resources to

provide as full a  program as ‘the wealthier districts. P

The Fiscal Distress’ of New Jersey -] Urban Areas o - .

Cities in New Jersey face two problems in rea1izing
"thorough and'efficient" education. First, they confront
, declining tax bases from which to fund thelr locaIfshare of |
. educational expenditures. " Although . declining enrollmenks have
kept per-pupil measures of property wealth climbing, total
vaiuations in many cities are static or in decline. For
‘example, Camden’s tax base isfundergoing absolute decline,
while those of Newark and Trenton are relatively static. While

Jersey City and Paterson had valuation increases last year

averaging five percent, only Atlantic City - 1is "booming.

o

o
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Secdnd; there are rising demands . for non-eduoaéicnql.
‘services that must somehow be . financed primarily from .these
moribund tam basesr A recent study of "municipal overburden
in New.Jersey found‘that the 28 cities eligible for the state”s
urban aid program spent an average of $307 per-capita on

'non—educational public services in *1974, nearly one ‘and one-
half times the,state average. In order to £in‘nce'all.this,
the ™urban-aid" cities imposed an average municipal tax rate
five timesvhigher than non~-urban aid cities-? EducationalW
programs in the cities thus compete with other municipal
‘services for the shrinking 1ocal tax dollare ‘In Newark for
example, school taxes were 50 percent of total municipal taxes

in "1973; by 1977 this percentage had dropped to 22 percent.

Under a guaranteed tax base formula, ‘the amount of state
equalization aid given a district is related to its ability to
raise lbcal revenues. In New Jersey s cities students are
therefqre doubly penalized. If these districts. are unable to
,ralse adequate sghool tax revenues, state aid will also
vdecline-~_ B :d57 ;,'l ' ' o -

.Declining Enrollments LTt

'r

A, final issue facing"school finance reformers in New:

Jersey 1is how to treat ‘the’ phenomenon of declining public

school enrollments. We have seen that in spite of a ‘3 percent..

v

_’ : . ‘ . : ‘_3 ' ‘ '
‘Andrew Reschovsky ‘and James Knickman; Municipal ’

Overburden in New Jersey: An Assessment, No. 2, New Jérsey.

Urban Education .Research Reports (Trenton, NJ: New Jersey

State Department of Education, The New Jersey Urban Edycation
Observatory, December 1976).

\
R R
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dec¥iné in enrollments, expenditures-for public eleﬁgﬁgary and-

secondary educat{on have been rising 7 percent a year.
Inflation, the aging of professional staff, fixed charges and
investment in school plants, and the ‘strucutre of delivgring

educational services alr.pombine to limit districts’ 'abilities

to decrease their expenditures quickly as they lo?S?Gtudents;

The differential distribution of . declining enroil!zgts .and
the impact of. these expenditure "adjustments" thropghodt New
Jersey has stymied- the effort to shrink expenditure éisparL-

'ties.-vAs we saw earlier, the rate of enrollmendhdecline

~is greatest in high-spending districts, those with the most
experienced and therefore more costly staff- Per-pupil expen—
ditures in high-~ spending districts (with an enrollment" declin
of 25.5 percent between 1975- 76 and 1977-78) ‘increased $43ﬁ
per- pupil, while those in low- spending districts (with- an
enrollment -decline of 4.8 percent) grew $307 per- pupil- -

- /o.- " v
Neither the state’s school fpnding formula nor its expend—

.iture "cap" are designed to deal specifically with this

problem,.and the ‘effect of declining enrollments on New

Jersey education is currently being studied by the Department
. - .

'ofFEducation.

. HS; Far Must We Go’

N
R} . i

New Jersey 8 school finance formula was designed to
‘treat school districts‘more or less uniformly- -Although it
provides general ‘education aid. in inverse proportion to a

<iistrict ‘property wealth, other :factors; ffect a

‘district’s ability to provide a "thorough and efficient"”

. 3
. ¢

\
\

J



t education¢:3 declining tax base, concentration ofuspecial needf

students,'dgmands for non-educational< services, the fmpact of

‘declinidg enrollments.. 1bey have been iénored. As a resnltp

B the formula has. not achieved its intended goals;
." s - - & i < 3
. » . ) . .

This report does not seek to present an alternative school

L

_finance program. The issués discussed in earlier parts of this
chapter  must be examined in-depth before reasonable,alterna—
tives cah'be.framed. Our findings do suggest sqme future
policyfdirections, however. . ' ‘

-~

°The legislature should not fix the level
,of state support for public elemeéntary

and secondary education at 40 percent.
“ .

) .~The current level of state aid to'education is not high
enough to oVercome existing expenditure disparities related to
wealth. The widenkng gap in per- pupil valuations will make the
Court’s goal of equity more expensive each yeaB,' . .

By fixing its commitment at a given percentage (especially

at only.AO percent), the state wiLl have to concentrate i
‘resources more and more inlthe poorest -districtse. The ioig’
term impact of this will be to intensify tﬁerexisting ‘two-

tiered system of school finance. The cut-off point'\for~the

second tier is now around the state average valuation, but as

'wealth disparities grow, this level will drop unless additional.

resources are’ ‘provided. Equity can never be achiﬁved as long

as. pooi'districts are denied the opportunity to ra;se the same

\level of resources as the - wealthiest districts in the state.

o
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_ ; If the state uses a funding formula = .
o - designed to guar tee "equal resources
P -  for  'equal effort," "the measure of effort,
;must -be revised to account for "municipal

overburden.‘ RN

®

The philosophy behind guaranteed tax,émse formulas is that

. ‘local tax effort reflects a district 8 willingness o support

education.} Urban school districts 1in_ New Jersey, however,
cannot’ .mainta¥n or increase their locally-raised revenues as

. readily as districts with growing tax basés and/pr fever
'lfi’ non- educationab demands.( Some states, like Michigan, have
<

';'jadjnsted their - measures,of effort to reflect these burdens.

. Another approach is to inqxease the level of nch-educational

-

aid to the state”s "urban-aid" districts.
. 3 = - N

L Scate aid ﬁor students vith gpecial ‘\‘
L A A ed ational- ieeds should reflect how that’
R ;ﬂf d 1s concentrated in districts,
L - "variations in the cost of’ providing these
T ser\rices, and districts’ relative

,0~?. . ability . tg raise additional-funds.’-"~

L jf_ The weightings in the sthool funding formula may reflect

q'ﬁ the " statewide average cost for educating a mentally»or physi-
r/’
e compensatory education programs have come under fire. The fall_

f
' 1978 report of ‘the Minimum Basic Skills Advisory Committee to

cally handicapped pupil, but the‘weightings for bilingual and'

the State Board of Education found, in: addition(;o administra-'
\ive problems in the state s remedial educatioh programs, that

d ricts have not adeq%ately funded the state-mandated gro-

4 , education funding formula and a revisiop to reflect actual'

cost’s and enrbilment patterns. s P : B
] . _ ¥ .

L]

T

“ . . C o I A

-

grams.» The Committee recommended a review of the cdmp#nsatoryuif



EI s . - -

In addition, concentrations of educationally disadvantaged

land/or'bilingualﬂ

classroom curricula. ~ These

students nequire adjustments‘in-reéular
costs are not consideted now . in
°® B >

ia '::,: o o u;

v Eafbulating tategorical aid. -
) ,.l‘ . , . o . ‘. I . \h - e
The state should deve10p a policy to

deal with the- fiscal and educatipnal»t-,

#&  effécts of declining enrollments.

1.-. - . ' - - - L6
.- . - JER . : e e
: Failure to close rhe gap 1in per- pupil expenditured .

is due in part to the
" While budget caps’ have kept the lid on nincreases& in
do not adjuat budgets in light of -

uneven distribution of declining enroll-

ments.

" high spending districts, they

- declining enrollments. A policy must be developed that helps,

® rather thgn punishes, districts beset by thia problem,".
» . ] o
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Budget Caps. Statutory limits on egpenditure increases in

&

s

local school budgets (Section 2% of the Publit §chool Educamion
Act of 1975). & dis%rict s expénditure *&vel in any yghr isvy
limited to a percentage growtm over the prior year s budﬁet a
“growth rgte affected by the state s risiqg p%operty valuations

and the Adistrict’s, relative expenditure levesdl. %Distriﬁgs

b

. speeding less than the state average %et current expepse %udget,_i;

may. increase thelir sPending at a rate greater than districts o

spending m?re than the state average. o f*f.' . »
- Hel . L ey
o B :r” l \*-. . . . .‘ R . TR

Categorical Aid. State aid designated for specific wse.

Examples are transportation aid, special education aId, aid for .
vocational education, and . aid for capital construction.
, . *‘, : . . 'v.

Current Expendimures. Current eXpenditures inclume:

_educational expenditures for the daily operation of’ the sqhool

program. " They do not.include capital construction and debt-
s . . » B a & . -
- - ’ - . ; . )

,

% pistrict Plan: - The dhstri%t Pfuan 134determined by -the

grade levels ‘a district offqps and J&ether it is part of:a

regional district. . IR o : . ) )

- . , @ tr _ .% . .

Equalized Property V&luation. The . value of taxable

property in a district adjusted §g the“New - Jersey Division of .

Taxation to reflect 100 percent of market value. N o BN

@
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: #= When a Bchool” finance system is

"fiscally neut;tal i local‘i’fn,distr*ict wealth does 'not"\:detev‘rmine

et

lé"’vyingv thegsame pr

%

how mueh .mon,'ey is_a ailable for education. - Two d;Lstricts
%grty tax rate would receivje identical

per-pupil e-duc'ationéiﬁr%venues. 4 _ , ' g

®

1)

can gac

1s® . QT?. - P »

s

¥ Q.

o

d’
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Guai‘anteed“"l“ax Base Formula: The Guaranteed Tax Base-.

Plan is desi*gned to ass‘ure that .every district in the st/ate can

act as though it ‘nad a tax base at, le§st as great as some set

L

ming.mujﬁ State ‘aid. is the 'difference between what would

' .theore’\t&alf‘y *be raised‘ ufider the gu&rante‘bd tax base and what '

lly be@ﬁaised from. the!blocal tax base. The gfeater
the d.isparity betwegg actual and’ guaranteed wealth, the larger
the sﬁtateﬂ ;id alloca%on. The G@arant@ed ﬁ£ax Base formula

]

4 1 +* &

: ] 8
. v . s y
r.' ‘ 7 fm V @ 5 A . ")- i b .
(Reve&ues‘}gene)@te@ (Revenues gengrated g

State Aid®¥= by* the - - by the

g guﬁrante(?d Ta“x Base) ¢ . Actual Tax Base). )
o it # {ﬁv v l; . L_,T" ; ) .ﬁ:‘ﬂ_;‘v

‘vg - % “’ & @ l - ¥ 2]
Leveling up: # Th% objective ‘&oaf '"leveling up" education

expenditures is tqy raise low spending districts to the state

-

av%raagé"“or Sedian expe diture lev ”I Oﬁ,e 1s not concerned with
peg gl

expenditure disparitfes that exist above thi% le.vok"l @
- o : *@w

I )

Minimum Support Aid. “EE amount of "aid to whish' every

district is entitfed. In .New. Jerseyy every. distri&t che,ived f
<

minimum equaLization aid bayment equal&to‘»lO per;cen mof §
state su.pport limit through ~1978 -79. ksx,of July 1, 19 3

0

r

4 w .
Municipal 0verburden. A term often used t® descrilﬂh.

those school distr%t:ts which, because of an unusual’ly hfgh

S

%

R

¥

<\
e

& .

mini%um aid becomes related to the weal@ of the. %ist?dctw

_level of non-educagional service need, are unabdde bg suppﬁ‘rt'-"

.as high a level of educational ""spending a’s their‘waealth

“might imply. - v o ‘ ;t’.-

- . ) .



Net Current Expense Budget'. A district’s current expense
®

4 budgetgminus federal aid, miscellaneous revenue, balance

appropriated, and state cateéorical aid. =

Operating Cost per Pupil: - A district’s current Expense

“*budget minus f&deral Elementpry and Secondary Education Act aid
and tuition expended per—-pupil enrolled in the district 8

schools. ) . ) .
T ey - - 3® - b

e

'Pupils. The number of children who reside in ‘the sphool
district and are enrolled on September 30th in public -schools
either in their own district or in a dfstrict to which the
school board pays tuition. This count does not include stu-

dents sent tg county vocational schools.

School Tax Rate: The amoupnt oﬁ property tax dollars to

be paid for each $100 of equali\ed valuation .in a school
l district. School tax rates are ca lated by dividin!ithe
. revenues raised locally for educati y the dbstrict s equal—

‘izgd property. valuation.

# < . . 3
. k4 “ . " R ’ . /3 - o

‘e

:are-tankm@ fr%m low to highvs The state support limit is

ﬂcalculazed qnd applied separately for the five district plans.:

4

~

v w iaci

Wealth ggualization. The prmcess of; compensating for a

3
schodl district s weaker ability to support education in order-

& w
to achieve student equity and taxpayer equity., ¢ 3 s ‘

) . . -
Weighted Pupils: ~ Weighted pupils represeng  the sum of

°3 &
the“number of students residing in a district and the addi—

cional cost factors applied te students who have special educa—

- tional needs.; , -
’ ; >

State Support Limdt';‘The 65th perc ntile net cgrrent.

"]
expense budge% when all districts within given district plan_

'

.
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APPENDIX B

o

METHODOLOGY v

. Chapter 1 L—LLookipg;gorvKuity . ) 3

4

-

. . - -
W - - . ¢

T&o basic methodplogies vere used to measure the extent of

: expe diture and revenﬁe ddsparities among school districts in

New J rsey ranges(anﬂ interval analysis. Ranges measured the

relatﬁve and absolute Q}Iferences betweén expenditures and tax

‘rqtes at the 5th and 95th percentiles, these percentiles vere

"drawn froem frequency distributions of pupils, not districts.

Thus five percent of the state’s pupils had less than, or more

o

than, X dollars spent on their education. Similarly, five

percent of the pupils lived in districts levying tax rates -

above or below a certain level.

a The intervals used in the analysis were developed in the

following way. Districts were ranked from low to high on (1)

.

equalized valuation per pupil’ and.(2) weighted pugil index for

each of the years considered. Each of the rankKings was divided

into seven intervals, each interval containing approximately‘

one- seventh of the pupils in the state. The figures reported

L'}
for each interval vere weighted by the number of pupils in each
district, or in the case of tax’ ratess by the size of the

dist'rict’s tax base. -

-

Since local revenu€§ are raised, and staté aid 1is paid;

acconding to where students reside, the.analysis,in this

'chapter used a resident pupil ‘count,. as’ its base. errent

~“——tnd*3econdafy Educétion Act have also beﬁg

expenditures in these dtstricts were‘thus adjusted to e&clude
tuition received by the district to educete studentg living
outside thelir boundaries. Revenues from t federal Elementhry

ﬁxclude.d agl they are
intended $° sugplement local and state efforts. 1

;. [ -

..

-

+°
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These analyses do not include count§ vocational school

districtse. , e
. o |
Chapter II -- Education Budget Caps
&

The dmpact of the education budget caps on district
expenditures and, tax rates is cumulative. Therefore,&he
analysis reported in Chapter II usedpa "best case" model; it
‘assumed thatlall districts sPent up to thelr permitted budget
caps 1in each of the three years. ) :

. . "

« Data on budget cap 1increases | (percéht of' alloyable
growth) and ocap wailvers wvere drawn from the‘files‘of‘the
Denartment of Education;' County voqptional districts are mot
included in this analysis. Some figures for 1976- 77 were drawn
from - reports of the Monitoring Program 4--Budget Gaps of the

Joint Committee on the Pubfic Schools; New Jersey Legislature'.

.

Chapter III -- Whatiﬂges The Money Buy?

» ? .
. 2 _ . :
Since this chapter discusses the provision of educational

services to pupils, the units of analysis are the district
_which, operates schools #hd the pupils enrolled in that distrfct.
Districts with only elementary or secondary programs were

eliminated because their expend?tur% and staffing patterns
L

- f

can'd1ffer-marked1y from each other and from the K-12 dis-

-
I

“tricts.
. ) R . E R ! 1 -,w

A In.order to isolate districts. that were affected by
the’ changes in the state aid formula, we ranked districts from

high to low on this variable: change in‘state aid for current

'expendlturés from 1976—77.c@ 1978-79 as;a percentage of

that distrfct’s currentegkpenditureﬁ in . 1975. Nearly\30
‘ : SR R |
. - ) ‘
E <
- ¢ B
. " | o
< - r~
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percent, or°6l of the districts had a measute of 25 percent or
greaterf These 61 districts were used in analyzing the allo—f
cation of new state aid dollars betweeﬁ taf relief and in:
creased expenditure- _Since eight districts in this group -
.reported their 1977-78 budget's in a program bwdget formamffi"j
however, they had to be excluded when the analysis qf expend11
ture patterns was conducted. A *' ", "'i"_ t?llﬂf T
- . e "f_”-gvrp

Any analysie of expenditure patterns must take plaCe"

within the structure of education budgets in" that state. *In

New Jersey, expenditures for'foqd servicesvhstudent mdy f'fd
activities, community services and special projects,‘on federal

programs, and for Special schools™'are .not contained within bhe ;;

traditional administsative, instructional, etc-,.accountS~g ’“f

B
Therefore the expenditures analyzed in Tables 12 and 14 do ‘not ‘Q;L.:
include sundry accounts, ‘or expendizures in the "federal““and‘vﬁfae' P
. . 2t . R

"gpecial schools' accounts. '_-é L A e

o L& S "‘

the distribution of teachers and tbeir characteris'
included these accounts: sdnce we' QMuld not difﬁerﬁ'v
teachers supported by the “Instructiong budget frof"ih
funded by the "Federai" or peciaﬁ Schools acmfgi‘
_Sinee many districts did not report cheir re*enues flf
Elementary and Secondary Education Act in 1977 78 .weﬁlv_ o

N.ﬁ_le,’\ __waTﬁ

EMC

Aruitoxt provided by Eic:




.. " APPENDIX C . -
L".' . S . i - R A. — : ':y
' HOW THE NEW Jzkééy STATE AID FORMULA OPERATES
I o e . .
> - State aid to educatfbnfin New Jerseybisef

‘ﬁtranSportation aid; (3) aid for students with spe»

}f'}tional needé and'(A) debt service and capitalf

~ » .y
.@Equalization Aid ) ' R
In. ‘1978179,* appPoximately 70 Percent of tsg

for elementary and secondary education Was dist h -
--.‘n “ #
‘éan equalization aid formula. The formula, a* X

Base Plan, is designed to assure that every di;nﬁﬁf
.sptate can @ot ‘as though it hadta tai*ﬁhse at,}e&wi?&
.some set min}mumy_ Sta&e aid 1is &he difference bét
would theorenically me ﬂﬁ&sed under the guaranteed ta'

T4

.ﬁreafer tgg'dispa.it&”;;T
a, e ""&‘ B A Y e
lﬁ{gerﬁﬁﬁe s ate

Tax Kasé formcla.has two components. ‘(1)J

vg e
ke .

~E g

Sy TN ' -,'
%’\- - N

T~
pe{centage oﬁ a. dkstrict s*expenéﬁturesw}

For 1908 79

¥

4:-:«‘.' 8
N . Dt

. «"

PropertzﬁValuation pe i

»i-the Gnara eed Tax Base was%ﬁss percent oi $78 500
”*OOQﬁper»puﬁﬁfv In 1979-80 the Guaranteed Tax Bsse will

'3ﬁ ;ﬁ#,%he 4978*Etate average valuation.

The ét@te &Qgﬂﬁr; Ratio‘" Th% state support ‘ratio is the
.'ich the state will‘

foe
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\\<\\ District’s Aidable Expenditures. The .state support ratio 1is
.~ applied to the district’s Net Current Expense Budget (NCEB).
- ‘ This figure 1is the district 8

current expenditured minus
federal aid, migcellaneous reven e:‘surpluses appropriated, and
state categorical aid. The NCE' applied in the formula cannot
exceed the 65th percentile NCEB for districts in its grade plan

(State Support Limitb

. .
Calculation of Equafization Aid.’ Table A-1 shows how aid 1is

calculated for two districtswdf unequal wealth and edual per4
pupil expenditures. | Theoreticallf, through a combination of |
state aid and locally-raised revenues, eachidlstrict is guaran—
teed the same level of aidable expenditunes_for equal tax

rates.

The formula works 'in yractice, however, only 1if current .
year, and not prior year, numbers‘are used in the formula.
;Districts”X and Y receive state aid based on’ last year’s

budgets; yet‘ghe ca1cu1ation)of this year’s locally-raised
o .

_rgvenues and tax rates 1is based'dn current- year figures. If

Ju

per-pupil property valuations do . not increase at ;the vsame ‘rate
-in the,h two districts, the result will not be equal revenues i
- . . e
orvﬁgual effort" (see bottom of Table A-1).
O .""-'“ '

5

.Minimun Aid. In)1978—79, no district received less in equaliza-

t#pn'atd than an amount ‘equal to 10 percent of. its State
Suppbrt Limit. In 1979 80, miqimum aid will be distributed in
inverse _proportion to the district’s wealth, districts .with
.property'baluations per—pupil exceeding 11.5 times the state

.averagelﬁill receive no aid.

[N

'Transgprtation Aid. In 1978 -79, districts were reimbursed'IOO

{é-,- percent of their 1977 -78 approved transportation expenditures.
ﬁ% Tﬁis payment tepresented dbout nine percent of' state aid. "Fot
N " the 1979-80 School year, this 1eve1 of reimbursement has ‘been
- reduced td 90 percent. N e e T
DG —— ¢
’ ) ' C—.Z :




Table A-l

b}

The Calgulation of fqualization Aid under the Public School Education Act of 1975, for 1978-79

° State Support Aldable o o !
Ratio (based Expenditures State , Hypothetically: Hypothetically:
on Prior Year .based on ~ ‘Equalization Locally-Raised Local Tax Rate
valuations)  Prior Vear Aid Revenues (per hundred)
] - District Val. NCEB per- / .State support NCEB minus  Locally Raised
©GIB pupil ratio * NCEB Equalization Revenues 100
| . Aid | District Valuation
Distrigt X , | e S
| £ 1 - 53,000 § 1060 0.50°% 1060 §1060 - §330 §530 *100
' 106,000 . . ! . 53,000
= 0,50 o= 4530 47 = §530 o= 51,000
District ¥ S B o |
a -~ 1 =79,500 §1060 0.25%1060 " §1060 - §265 §795 *100
! 106,000 s | 79,500
= 0,25 I = §265, = §793 = §1.00
_ o, , ' Cg;rént Year ~ Current Year.
Current Year Current Year ; | Locally-Raised  Local Tax Rate.
Valyation Expenditures ¢ Revenues ___  (per hundred)
v ‘ ‘ .
- District X §57,250 . © §1200 ) §1200 - §530  _§670 *100 - -
(+ 8%) | e - =§670 o 57,250 o
‘ 3- . . ' x $1u17 o o \
District Y §90,500 §1200 o " §1200 - §265 . $935 *100,
(+ 15%) S =§935 . ;‘90,500
‘ | R SR
b .
11 A
| 18
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Special Needs Aid. Equalization aid 1is designed to cover

general . operating expenditures. Districts with students
requiting extra educational services receive additional state
monies to cover these extra costs. Each student requiring
special services is "Weighted" by the relative severity of his
educational need. "The weights, or additional cost factors,
ranged from a: high of 2. 73 for visually handncapped students to.
a-low of O. 09 for supplementary ins;ruction in 1978-79.
Special needs aid is equal to the number of units of additional

‘cost in the district multiplied by the state average NCEB per

_pupil&for the prior year. This aid, .therefore, 1is distributed’

on a:'"per pupil" basis; it 1is not adjusted according to the

relative'vealth of the district. A *

'Special needs aid covers students enrolled in 12 catego-

‘ries of special educatipn classes, bilingual education pro-

grams% compensatory education programs, and-locaF vocational
education programs, students receiving supplementary instruc- .
tion or home instruction;: and students enrolléd Wn app‘roved,-ﬁ
priuate schoolSu',i% 1?78L7§, it'represented about 16 Rercent

of all state education, aid. - . ) :

Debt Service and Capitaf Outlay Aidu State aid- for capital

-t
ratio

“;aids'accounted'f

-outlay and debt service 1is distributed through the same formula

as gen ral equalization aid.” The district’s state sﬂpport

z: applied to staoe—defined aidable expenditures for debt_
service’ and capital outlayg” In the former‘case, aidable
expenditures include thqse amounts'for‘debt service to be
raised by local taxation ‘and state aid. In the latter case,
aidable expenditures are. limited to an amount equal to 1.5
percent of the, sum of the current expenditure and capital
outlay budgets for tfe prio; year, minus revenues. from sources

‘other than 1local ta

’itiqn and %tate aid._ In 1978 79 these

rfive percent of total state &id

education;_ ‘Q



APPENDIX D ‘
' - | ) o
° Relationship between Operating.Cost per—

Pupil, Teacher/Pupil Ratios, Teacher Experi- .
‘ence and Teacher Salaries for.all, Elementary RS

‘Districts, 1977 78 : o o - e
R “ . | ‘.ﬁe'\"
- T Teachers - Average _"Average
‘Operating Cost. : per 1000 - Temcher * -~ Teacher
,per-?upil ' ' Pupils: -Experience © Salary -
4 .
AP : S : . o
Less than § 1542 . 51.24 . 9.1 T $713,524
$71543 - § 1877 §7.02 9.7 14,461
$ 1878 and over 61.71 10.9- . 4 15,632
y S+ 14,556

State &verage . .56.72 - 9.9

o

.Source: - New Jersey State Department of Education and New
Jersey Education Asspciation data compiled and
analyzed by Education Policy Research’ Insti—
tute, Edupational Testing Service, Princeton, New

. . " Jersey. . S ;> . T

Y
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. z I APPENDIXE i o ’ !
| . Data Underlytng Pigures 1 and 2 ' j
. Hgure 1} Relationship between Property Wealth and Current Expgnditurea per Pupil, o
o Lo 97516 to 11T T
B cL SR
Property Valuation Current lgopery Valuation Curp;ent Property Valuation Current ‘
~per-Pupil a5 a } Expenditures per-Pupil as a 1. ‘Expevddtures per-Pupil as a % Ex]endftures
: of State Average - per-Pupil  ‘of “State Average . per‘Pupil ~ "of State Average per-Pupil
.Group* . 1975-16 97516 1977-78 1977-18 1978-19 o 1978-19
1 (lowest ~ 0.36% o 31,-5.01‘ ,0 Al o 81791 < 003 ’\ 5199
wealth) o ) W - RN T
2, T 0,38 1414 | 0 55 1N 0,52 1933 -
3! BB VTR N [ 1762 0.5 19
b 0.94 5 1460 0%, 1812 0.92 1994 o
3, s L09 - . 1604 S 11 082 . 1,08 | 2290.‘ o
. § LA Coley - fas Yoe o L26 ' ,22'68._ :
: ' 7(highest 193 A2 v 199 Ul .0l 390
: vealth) - ' : SR o | ‘ T
| Average | 1550 " 1908 A1
*Each Group contains approximatel the same number of pupils S |
| y ’
. Figure 2: Relationship between Distribution of Teachers and Current Expanditures per-Pupil, : o
L. - ' 1975-16 and 1977 78 _ . R
(\ ,' Dis'tricts Grouped o ln o : M
by Current E aTeachera per © Teachers per &+ - | ‘ |
' Expenditures per- . 1oob Pupils, . 1000 Pupils, | ;o
Pupil . ' s 197526 - -, 1977-78 5
. | (Lowest spending) - . 47,6 RS " UsLS o
2 - | 512 P a
3 ) 532, 537 I s
b ~ o s 5 ) NS b
_ 5 . ' 352 + 58.1 . -
' b - ) o 5603 ! 5906 . “ -
| 7(hi hesy s endi .;_ o 60,8 bk, .
" hveragé S 5’?» L sk RIS T ' . :
.\\\‘ . “ : ‘ SR o : .;' -@
. .'Source' New Jersey State Department of Eﬂi}cation data compiled- and analyzed hy theEducatic'm Pol"icy" Research”
3 Q' Institute, Educational Testing Service, Princetou, New Jersey. o . VoL
- = ) \ ' ‘.‘.'f . N , . ‘."I,‘ ' 82
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