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CHAPTER I
INTRODUCTION

Since Oklahoma became a state on November 16, 1907, the problem
of how best to provide adequate funding for the public schools of
this state has been a pervasive one. The Oklahoma Constitution,
Article 13, Sec. 1 and Sec. la, states: '"The Legislature shall es-
tablish and maintain a system of free public schools wherein all the
children of the state may be educated.”l It further states:

The Legislature shall, by appropriate legislation, raise
the appropriate funds for the annual support of the com-
mon schools of the state to the extent of forty-two
($42.00) dollars per capita based on total state-wide
enrollment for the preceding school year. Such monies
shall be allocated to the various school districts in
the manner and by a distributing agency to be desig-
nated by the Legislature; provided that nothing herein
shall be construed as limiting any particular school
district to the per capita amount specified herein.2

Oklahoma Statutes 70 0. S. 18-101 are a legislative response to
this constitutional directive. Part of the provisions of this stat-
ute are as follows:

The system of public school support should effect a
partnership between the state and each local district,
with each participating in accordance with its rela-
tive ability. The respective abilities should be
combined to provide a financial plan between the

state and the local school district that will assume
full educational opportunities for each child in Okla-
homa (Part 8).

State support should be extended to all local dis-
tricts regardless of wealth, for this not only develops



a sense of broader responsibility, but also creates

flexibility taxwise, permitting the exercise of local

initiative. State support should, to assure equal edu-

cational opportunity, provide for as large a measure

of equalization as possible among districts. The tax-

ing power of the state should be utilized to raise the

level of educational opportunity in the financially

weakest districts of the state (Part 9).4

These statutes introduce the concept of equity of funding as
well as present a statement of the legislature's continuing concern
for the concept of adequate support of common schools. This concern
for a balance between adequacy and equity in school funding has grown
in its intensity during the past two decades and has resulted in the
passage of two major revisions in the state aid formula as well as
court litigation.

Although the most recent revision in the state aid formula was
passed by the 1981 legislature, the debate over common school fund-
ing is far from being settled. The resolution of the concern for
both adequacy and equity in funding for public schools in Oklahoma
has been made more difficult because, until now, state funds have
been inadequate to meet the needs of education. With a 25 percent in-
crease in growth revenue during the 1980-81 fiscal year and with pro-
jections for even greater growth during the 1981-82 fiscal year,
Oklahoma will, for the first time, have adequate revenues for funding
public education. Thus, it is more important than ever to determine
what type of staté aid distribution program will allow for the most
equitable distribution of these funds.

The first step in this determination should be an analysis of the
current state aid formula and its effect on the distribution of edu-

cational dollars since 1971, the year the basic structure of the cur-

rent funding formula was adopted.



The Problem

Due to the complexities of the many different parts of the school
funding formula and their interaction, a major problem of Oklahoma
school finance is to understand clearly how changes in any given:
school financing formula will affect the individual school districts.
This problem is further compounded by the number of school districts
involved and the wide variability in the sizes of the school dis-
tricts. Just as it is difficult to understand how a given school
financing formula affects each of the 619 school districts, it is
equally difficult to compare the results of several financing formulas
against one another to determine the best of several alternatives.

This study compares the state aid formula, as defined by the
1972 school code; the state aid formula, as defined by the 1982 school
code; and the state aid formula, as defined by the 1981 school code
(with a modification to the minimum revenue guarantee provision) to
determine which one will, when the funding level remains constant,
provide for the most equitable distribution of educational dollars in
the 619 school districts in the State of Oklahoma.

The following terminology will be used in this study:

1. "Minimum Revenue Guarantee Modification" is a line item ad-
justment to the formula that would distribute a designated amount of
new monies to those districts that fall below the state average
revenue per child on an Average Daily Attendance (ADA) basis.

2. Equitable distribution of educational dollars will mean that
each child will receive the same dollars on an average daily attend-

ance basis. A state aid funding formula will be the most equitable



for a fixed number of total dollars available if it has the largest
mean and the smallest standard deviation from the mean.

3. Funding level is $113,981,977 new dollars appropriated by
the 1981 legislature for distribution to common schools for the 1981-
82 school year. For the purpose of this study, both the 1982 formula
and the 1981 formula will have 77 million dollars as line items for
salaries (as was done by the 1981 Legislature).

For research purposes the following questions must be answered:

1. What degree of equalization has been achieved in Oklaghoma
from 1971 to 19817

2. What are the effects of the School Code, 1982, on statewide
equalization?

3. What recommendations should be made to achieve a more
equitable distribution of educational dollars to the 619 school dis-

tricts in Oklahoma?

Definitions

A number of terms will be used in this study. The following
definitions will be applicable throughout the study:

1. "Average daily attendance' is the legal average number of
pupils, kindergarten through grade twelve, in attendance in a school
district per day during a school year (total days present including
student activities). A day of school for kindergarten shall be two
and one-half hours.

2. "Chargeable income" is the total of the revenue brought in
by a district locally and reflects the district's ability to support

itself.



3. "Economically inefficient" in size refers to school districts
that do not have sufficient enrollment to provide minimally adequate
programs without excessive costs.

4. "Eight percent cap" is a ceiling that prohibits a district
from receiving an increase through School Code 1982, of greater than
eight percent in state aid over last year's budget. Salary increases
and local funds are not included in the eight percent cap. (This pro-
vision was for the 1981-82 school year.)

5. "Flat grants" are line-item appropriations given for a spe-
cific program. Teacher and support personnel salary increases are
examples of flat grants.

6. "Foundation program' is a state equalization aid program that
typically guarantees a certain minimum level of expenditure for each
student, together with a minimum tax rate that each school district
may levy for educational purposes.

7. "House Bill 1236" refers to modifications made in the state
aid program by the 1981 legislature.

8. "Hold harmless" is a clause included in the statutes to
guarantee that no school district will receive less money, from state
funds, than it received in a specific previous year.

9. "Incentive aid" is an amount figured on a formula consider-
ing district wealth and ADA, designed to encourage maximum local fund-
ing, since a school district must vote the maximum millage to receive
the maximum incentive aid. (H. B. 1236 changes ADA to weighted ADM.)

10. '"™inimum revenue guarantee' is the legislative provision in
the state aid law indicating that each school district shall be guar-

anteed a minimum revenue from all sources. There are a number of



items of revenue for school districts that are not chargeable against
this minimum revenue guarantee, including the allocations for mandated
teacher salary increases.

11. "State aid" is any grant made by a state government for the
support of educatioﬁ. All revenue received by school districts from
the Finance Division, State Department of Education.

12. '"Pupil weighted system' is a state aid system in which funds
are allocated per pupil on the estimated costs of their particular

educational needs.
Potential Significance

The major problem with the various state aid formulas from 1971
through 1982 has been that few people have understood the formulas
and the effects of their individual parts. It has been impossible,
based on print-outs available, to understand in detail how these
formulas have distributed state funds to the many school districts
around the state.

The purpose of this study is twofold:

1. To provide a display which graphically illustrates the dis-
tribution of money to the different school districts as a function of
the school dize as determined by their ADA. 1Ideally, the display
should be a simple graph, summarizing any school finance proposal by
showing how the proposal affects all the school districts, both indi-
vidually and collectively.

2. To determine if a simple modification of the 1980 state aid
formula could provide the most equitable distribution of state funds

for financing the 619 school districts in Oklahoma.



ENDNOTES

lCons.titution of the State of Oklahoma (St. Paul, MN, 1980),
p. 60.

21pid.

3Oklahoma Statutes 1971, 70 0.S. 18-101, p. 6.

4Ibid., p. 7.




CHAPTER IIT

REVIEW OF LITERATURE

The review of literature is based on its relevance
being studied. The literature has been classified into
ies: history of the development of the theory of state
lected research related to Oklahoma school finance, and
related to Oklahoma school finance.

A summary statement of Cubberley's complex view of

state aid is as follows:

to the problem
three categor-
support, se-

court cases

the ends of

Theoretically, all children of the state are equally im~
portant and are entitled to have the same advantages;
practically this can never be quite true. The duty of

the state is to secure for all as high a minimum of good
instruction as possible, but not to reduce all to this
minimum, to equalize the advantages to all as nearly as
can be done with the resources at hand, to place a premium
on those local efforts which will enable communities to
rise above the legal minimum as far as possible, and to
encourage communities to extend their educational energies

to new and desirable undertakings.l

These concepts were stated in 1905 but are still relevant in 1982.

Three of the principal findings of the Cubberley study are listed

below:

1. That any single measure for distributing state funds
is defective; but if one is used, the best single

measure is the number of teachers employed.

2. That the best basis for distributing state funds is
a combination of the teachers actually employed and

aggregate days of attendance.



3. That a revenue fund should be established for the
relief of those communities which have made the max-
imum effort allowed by law and yet are unable to
meet the minimum demands made by the state.2
In 1921, Updegraft, a student of Cubberley, set forth some addi-
tional concepts based on the Cubberley model. Three of Updegraft's
principles, discussed by Johns, need to be considered in evaluating

Oklahoma's funding formula:

1. Special grants should be provided to encourage the
introduction of new features into the schools.

2. The districts should receive support in inverse
proportion to their true valuation per teacher
unit.
3. Efficiency in the conduct of schools should be pro-
moted by increasing the state grant whenever the
true tax rate is increased and b% lowering it when-
ever the local tax is decreased.
Under Updegraft's plan, the state would assume the responsibility of
a minimum program. Also, the concepts of equalization of educational
opportunity and reward for effort would be incorporated within the
same formula. Although Updegraft's theories fell into some disfavor
in the late 1920's and early 1930's, there has been a resurgence of
these theories in some modern state support programs.
Strayer and Haig developed a model of educational finance that

included the following guidelines:

1. Compute the cost of a satisfactory minimum educational
offering in each district in the state.

2. Compute the yield at a uniform state mandated level
for levy on the equalized valuation of property.

3. Provide the difference between the cost of the mini-
mum program and the yield of the acquired minimum tax
levy through state funds.



When the Strayer-Haig formula is used in the development of an
equalization program, the wealthiest districts should be selected
from districts which have 1,500 pupils or more in average daily at-
tendance.
because it is assumed that such smaller inefficient districts will
be consolidated in the future.
tricts to have extremely high valuations per pupil which makes them

not comparable to most districts in the state.5

Districts smaller than 1,500 pupils should be eliminated

It is possible for some small dis-

10

This is particularly

relevant in Oklahoma were 47 percent of the school districts have less

than 300 pupils in average daily attendance and only 10.3 percent have

1,500 or more pupils in average daily attendance.

Morphet, Johns, and Reller developed some assumptions on the

foundation program, or minimum program, which they considered to pro-

vide a theoretically sound basis for developing a finance plan that

should be used by every state:

1.

The plan of financial support for students should
provide for essential educational opportunities (a
satisfactory foundation program) for all who attend
public schools. Provision should be made in the
plan for adequate financing of all essential school
services and facilities.

The foundation program should be financed on a part-
nership basis by the state and local school systems.
Experience seems to-indicate that the state-local
partnership plan for financing the foundation pro-
gram works out more satisfactorily in most situations
than a completely state-supported plan.

The plan for financing the program should assure rea-
sonable equity for all taxpayers.

The citizens of each local school system should have
the opportunity to provide and finance such educa-
tional services and facilities beyond the foundation
program as they desire.



11

5. The finance plan should emphasize continuous evaluation
and long-range planning based on cooperative studies
and research.6
Morphet, Johns, and Reller made some observations in their study con-
cerning the relationships between cost and quality in education that
are relevant to the funding problems in Oklahoma in 1981.

Studies show that school districts of adequate size have much
less expense involved in providing a reasonably adequate educational
program than the expenses incurred by the smallest school districts.,
The quality of education in both large and small school districts
may be directly related to organization, administration, and teaching
effectiveness. This makes it necessary to recognize that there may
not be as much improvement for equal dollars spent in small schools
as in schools of optimal size and to recognize that greater expendi-
tures, background factors, and local conditions are all variables be-
tween districts that will affect the improvement in the educational
programs.

Morphet, Johns, and Reller also note that there is a large
amount of evidence that when all factors are approximately equal and
conditions are favorable, increased expenditures within parameters
do result in a better educational program. The differences in the
amounts spent within many states are even greater than those among
the states. Some of the differences, however, occur because of high
expenditures in small districts and do not necessarily indicate dif-
ferences in the educational opportunities which result from extremes
in financing.7

Payne made some very significant observations and recommenda-

tions concerning public school finance in Oklahoma in his unpublished



Ed.D. dissertation in 1963. According to Payne, the foundation pro-
gram concept is widely accepted as the most satisfactory approach

to the solution of the complex problem associated with financing
public schools. He listed and summarized what he considered to be
the 10 principles or characteristics of a satisfactory foundation
program: -

1. The Adequacy Principle

The plan of financial support for schools in each
state should be designed to assure a foundation pro-
gram providing essential, reasonably adequate, and
well-rounded educational opportunities for all who
should benefit from public education. . . . The
Foundation Program is not designed or intended to
provide the maximum educational services and facil-
ities some communities may desire but constitutes
a guaranteed program below which no school district
or school should operate.

2. The Partnership Principle

Provision should be made for a bona fide state-
local partnership plan for financing this foundation
program of educational opportunity.

3. The Uniform Minimum Effort Principle

Each school district should be expected and re-
quired to make the same minimum local effort toward
financing the foundation program.

4. The Equalization Principle

The state should provide for each district on an
objective basis, the difference between the funds
available from the required uniform minimum tax ef-
fort and the costs of the foundation program.

5. The Taxpayer Equity Principle

The plan for financing the foundation program

should assure reasonable equity for all taxpayers.
[This means assessments would be uniform and each

district should make the same minimum tax effort. ]



10.

The Economy and Efficiency Principle

The educational and financial provisioms for the
foundation program should encourage sound and effi-
cient organization, administration, and operation
of local school districts and schools.

The Local Responsibility Principle

The foundation program plan should provide maxi-
mum opportunity and encouragement for the development
and exercise of local leadership and responsibility
in education.

. The Local Levy Principle

The citizens of each local school system should
be authorized to provide and finance such educational
opportunities beyond the foundation program as they
desire.

The Cooperation Principle

The foundation program plan should be cooperatively
developed by representative citizens who have a genuine
interest in and concern about public education.

The Adaptability Principle

The program and procedures should emphasize contin-
uous evaluation and long-range planning.8

Finally, Payne recommends that the program should be as simple as

13

pos-

sible, avoiding complexities that do not contribute substantially to

the main goals of education and public school finance.

Recommendations made by Payne in 1963 for the improvement of

Oklahoma school finances are as follows:

1.

Assessments should be equalized and upgraded.

" A. Reassessment should be done on a statewide basis

under the direct supervision of the Oklahoma Tax
Commission.

B. The method of selecting county assessors must be
changed so that they will be removed from local
influences in elections. '

C. Adequate funds must be made available for employ-
ing a staff sufficiently large to list and to
appraise all property subject to taxation.
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The Minimum Program should be redefined to provide for
administrative, supervisory, and other services in
addition to those provided by regular classrocm teach-
ers. Also, the present provisions included in the Min-
imum Program should be financed more adequately.

A. Special education services, approved by the Spe-
cial Education Division of the State Department of
Education, should be completely financed in the
Minimum Program.

B. Teachers' salary schedules should be increased to
bring the average salary in Oklahoma to the na-
tional average.

A program should be adopted to reward the less wealthy
districts for local tax effort.

The Constitution should be amended to remove the ceil-
ing on the number of mills that a local district can
levy for the support of public elementary and secondary
schools.9

In 1967, Burdick, in an unpublished Ed.D. dissertation entitled

"A Distribution Program for State Support of Current Expense for Pub-

lic Education in Oklahoma,'

' set forth some of the recommended princi-

ples that the 1971 aid formula was based upon:

1.

Particular emphasis should be placed upon the impor-
tance of the simplicity of the plan, the incentive to
the local district, and the equalization of effort
among districts.l

Two elements, educational need and local ability,
should be combined to develop a proposal for a desir-
able distribution program. The program should be
divided into two sections: the foundation program
and the incentive program.l1

No school district should exist which cannot effi-
ciently operate a full twelve grade program.12

The foundation program should use the pupil unit as
the measure of educational need.l3

Most of the exgense for transportation should be paid
by the state.l

The major objective of the incentive program should be
to #ncourage all districts to go beyond the foundation
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program by matching local effort with state funds on
terms favorable to districts with small amounts of
ability.1l5

7. An amendment which would provide that there should be
no upper limit on the number of mills a local district
could vote should be passed.l6

8. The assessed valuation or property should be equalized
both within and between the counties at 35 percent of
their wvalue.

It is possible that Benson, in The Economics of Public Education,

gave the best possible advice to those in Oklahoma who are attempting
to study school finance when he stated:

Qur conclusion is that the structure of the system of
finances, though that structure has been of such major
interest to school administrators since the early 1920's,
is itself not the important determinant of educational
progress in a state. Of possibly much greater importance
is the quality of leadership offered in the state govern-
ment. The educational interest groups might well shift
their attention from the design and revision of state

aid programs to such matters as the definition and cost-
ing of operational objectives in education and to ef-
forts to convince the local authorities that they should
make serious efforts to fulfill the agreed upon objec-
tives. The resulting requirements in the different dis-
tricts could then be computed rather easily, it would
seem.

Jungers, retired Professor of Education, Oklahoma State Univer-
sity, made the following personal observations concerning the state
aid formula as it was adopted in 1971 and as it operated until 1981:

1. The legislature was told in 1971 that it could not

hope to bring about any significant equalization
with the money that was allocated for the state aid

program, regardless of what type of formula is used.

2. A minimum revenue program was at the heart of the new
formula.

3. It was recognized that flat grants do not take into
account the basic concept of need, yet they are some-
times necessary.
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4. More weighting should have been placed into the for-
mula in 1971, but the legislature chose only to
weight elementary and secondary ADA. Two areas were
suggested: (a) greater weighting based on need fac-
tors, and (b) more weighting for small schools, if
they were not going to be eliminated.

5. Foundation aid was based on equal funding from local
level on a per pupil basis. Each school district
should be able to obtain an equal cost for an equal
effort.

6. Incentive aid should provide state assistance in-
versely proportionate to the wealth of the district
if equal effort is made. The incentive aid program
was based on the Rhode Island Incentive Modification
Plan, which was an attempt to get all school districts
to vote all possible mills for support of their dis-
trict.19 [The formula has been very successful in
this effort.]*

Selected Research Related to Oklahoma

School Finance

Four recent studies have been made to determine the operational
validity of the Oklahoma state aid formula as it operated from 1971
through 1982. The Oklahoma state aid formula is divided into four
primary areas: foundation aid, incentive aid, flat grants, and a mini-
mum revenue guarantee. The purpose of these studies was to determine
which of these four areas were operating in a manner that provided for
equalization of educational funding.

The first study, "An Analysis of Certain Aspects of the‘Financial

Support of the School Districts of Oklahoma," by Williams, offered the

*In the 1979-80 school year, all but six school districts with
a total student population of 615 are voting the maximum (35) mills
allowable under state law. These figures were reported in the Annual
Statistical Report of Oklahoma State Department of Education, 1980
(Oklahoma City: State Department of Education, 1980), pp. 179-323.
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following conclusions:

1. There was a significant negative relationship be-
tween the potential revenue of the local school dis-
tricts and the basic support given to the districts
by the state aid formula.20

2. There was a significant relationship between the po-
tential revenue of the local school districts per
average daily attendance and the state flat grants
per average daily attendance. The flat grant sec-
tion of the state aid formula was distributing more
revenue to the wealthy districts per average daily
attendance.?21l

3. There was a significant relationship between the po-
tential revenue of the local school district per
average daily attendance and the state foundation
aid per average daily attendance. An inverse rela-
tionship exists between the potential revenue of the
districts and the foundation aid revenues paid to
the districts. This manner provided for desirable
distribution of revenue.

4., There was a significant relationship between the po-
tential revenue per average daily attendance and state
incentive aid per average daily attendance. Here also,
incentive aid was being distributed in a desirable man-
ner. Districts were receivin§ revenues inversely to
the wealth of the districts.?

5. There was a significant relationship between the po-
tential revenue per average daily attendance of the
local school districts and the total state aid per
average daily attendance. Total aid revenues were
being expended to Oklahoma school districts in a de-

sirable manner. Once again, districts were receiv-
ing revenues inversely to the wealth of the districts.

24
In summary, the only manner of distribution which distributed state aid
in a direct relationship to the wealth of the district was that of the
flat state grant.

A second study of the Oklahoma state aid formula was undertaken
by McDonald. His study, "An Analysis of the Relationship Between the

Local Wealth and Distribution of State Support for the School Districts

of Oklahoma During the 1977-78 School Year,'" resulted in the following
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1.
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An inverse relationship existed between per capita
valuation and foundation aid, incentive aid and
minimum revenue guarantee. The higher a district's
per capita valuation, the less money it tended to
receive from foundation and incentive aid and mini-
mum revenue guarantee.

A positive relationship existed between per capita
valuation and flat grant methods of distributing
state funds. Districts with high per capita valua-
tion received proportionately greater funds from
flat grants.

The potential for state revenue to provide for equity
is reduced when both the state aid formula and flat

grants were considered.

Flat grant methods of distributing state funds were
the least equalizing methods of distribution.

Foundation aid and incentive aid had the greatest
potential to provide equity in distributing state
funds.?25

drew the following conclusions from these findings:
Methods of distribution which considered the fiscal
capacity of school districts possessed greater po-

tential to achieve equalizationm.

The Oklahoma system of state support did not provide
for as much equalization as was possible.

The Oklahoma system of state support did not facili-
tate full and equal educational opportunities for
every child in Oklahoma.

The state has not assumed fully its responsibility
for eliminating the local fiscal disparities.26

third study was done by the Special Legislative Commission on
School Funding. This citizens' commission on education was
y the 1980 Legislature through a provision in the common edu-

11. The commission began its work in September of 1980, and

concluded its work in December of 1981l. Parker, Professor of Educa-

tion, Uni

versity of Oklahoma, acted as chief consultant for this
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commission. The commission reached three major conclusions:

1. The existing state-finance program, 1971-81, does not take
the cost of variations in the cost of delivering education to the
pupils into account, nor does it recognize the local revenue inequi-
ties or provide more for the poor districts and less for the rich.

The most disequalizing of all the legislative actions is the practice
of appropriating money for mandated increases in the salaries of
teachers and support personnel. In the 1979-80 Appropriation Bill,
53 percent of all the money appropriated for public school education
went into flat grants for teachers and support personnel salaries.

2. Oklahoma must consider some type of reorganization of the
620 school districts in the state. Parker states: "It is an issue
that cannot be ignored by any responsible group considering not only
the financing of schools, but the providing of equal and adequate edu-
cational opportunities.'™

3. Parker recommended to the 1981 Legislature that a weighted
pupil or weighted program system be incorporated into the foundation
program to insure that the special needs of students are met. Costs
which affect the delivery of an education offering in certain locali-
ties could also be included, as well as other "cost of delivery'" fac-
tors. Through a weighted pupil system, sums of money would be added
to the foundation level according to the additional costs involved in
meeting the special needs of students.28

In an interview, State Representative Jim Fried, principal author
of H. B. 1236, stated that a chénge was necessary in the Oklahoma fund-

ing formula for the following reasons:
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Flat granting of salaries is disequalizing in both
theory and practice and must be stopped; salary money
must go through the formula.

Oklahoma has too much variation of wealth among the
620 different school districts of Oklahoma, and this
issue must be addressed.

The State Department of Education has been able to
'play too much politics' with flat grants for special
education, and this practice must be stopped.

'Weighting,' which has worked extremely well in
Florida, would be the solution to many of the prob-
lems of school finance in Oklahoma.29

The final study to be discussed herein was conducted by the Ed-

ucation Commission of the States. It was an attempt to evaluate

Oklahoma's school aid formula from 1971 through 1982. This study

was commissioned by the Oklahoma legislature to determine the impact

of School Code 1982 on Oklahoma school funding. The commission made

the following recommendations:

1.

2.

The

The structure of the foundation program should not
be changed.30

The full costs of providing transportation services
should be better established, and such costs should
be added into the foundation program cost for each
school district.31

The minimum revenue guarantee should be elimini-
ated.32

The majority of state funds should be allocated
through the foundation program.33

The state should directly support teacher salary
increases during the transition period of four
years, direct support for salary increases should
be terminated, and the foundation program should
function at a high level.34

commission reached the following conclusions:

It is no longer sufficient to assume that equity is
achieved when the per pupil expenditures of a
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district are equal; rather, it is of critical impor-
tance to permit variations among districts when they
are caused by legitimate factors.35

2. Oklahoma has a higher than average proportion of all
state and local govermmental expenditures financed
by the state.36

3. The basic structure of the state aid system defined
by H. B. 1236 is similar to the one that was in oper-
ation between 1971-81.37

4, 1In 1981-82 the coefficient of variation of revenues
per ADA pupil is .195. This figure indicates that
two-thirds of all pupils are enrolled in school dis-
tricts with revenues about 19.5 per cent above or
below the statewide mean. This range is relatively
narrow in comparison to other states. Over a period
of time, the equity achieved by Oklahoma's school
finance system has improved. The adoption of H. B.
1236 reduced the variation of per pupil revenues
across all school districts although the system was
achieving a high level of equity in 1978-79, prior to
the passage of H. B. 1236.38

5. The salary increase does not, in and of itself, ap-
pear to cause any inequity in the per pupil revenue
of school districts. More importantly, the inclu-
sion of salary increases in 1978-79 did not have a
large impact on equity; in fact, it appears as if the
allocation of salary support had a positive impact on
equity in 1978-79 when salary support was not distri-
buted in a way directly designed to promote inter-
district fiscal equity.39

6. On balance, statistics indicate that Oklahoma's school
finance system promotes a large measure of equity.
The per pupil revenue variation among school districts
is relatively low. Only a small proportion of all
pupils are enrolled in districts with revenue levels
that vary widely from the average.40

Court Cases Related to School

Finance in Oklahoma

During the 1960's, a debate over equitable funding and equal edu-
cation developed in the United States. 1In 1968, a class action suit

(San Antonio Independent School District v. Rodriguez) brought in
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Texas, contended that the system for financing public education was
unconstitutional under the equal protection clause of the Fourteenth
Amendment. Because the Texas Supreme Court had declared the Texas
funding program unconstitutional, and because the Texas and Oklahoma
systems employing ad valorem taxes were markedly similar, Oklahoma
implemented a new funding formula in 1971. Subsequently, in 1973,
the United States Supreme Court held that the Texas system of school
finance was not unconstitutional.

San Antonio Independent School District v. Rodriguez (initiated

in 1968 by Mexican-American parents whose children attended the ele-
mentary and secondary schools in the Edgewood Independent School Dis-
trict, an urban school district in San Antonio, Texas) was a challenge
to the Texas system of financing public education. Rodriguez brought
a class action suit on behalf of the school children throughout the
state who were members of minority groups or who were poor or who
resided in school districts having a low property tax base. In Decem-
ber, 1971, the court rendered its judgment holding the Texas school
finance system unconstitutional under the Equal Protection clause of
the Fourteenth Amendment.41

The United States Supreme Court reversed this decision because
of an absence of evidence that the financing system discriminated

"poor" people or that it resulted

against any definable category of
in the absolute deprivation of education. Disadvantaged class was
not susceptible to identification in traditionmal terms. The court
also observed that education is not an explicitly protected comnstitu-

tional right and that there was no basis for finding it implicitly so

protected.42
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Nevertheless, the problem resurfaced in Oklahoma in 1978. 1In
1980, the Fair School Finance Council of Oklahoma, Inc. filed a
class action suit asking the court to declare Oklahoma's system of
financing public education unconstitutional under both the Oklahoma
and United States constitutions. The Council (plaintiffs) contended
that, while all Oklahoma school children are guaranteed equal educa-
tional opportunities underkstate and federal constitutions, the
present system of financing public education prevents such equal
educational opportunities and causes the exact opposite. 1In May of
1981, District Judge H. C. Theus ruled that even if the facts alleged
by the plaintiffs were true, they did not establish any basis upon
which the Oklahoma school finance system might be determined uncon-
stitutional under either constitution. Established, however, was
that the plaintiffs failed to identify a fundamental right "explicitly
or implicitly" guaranteed by the state constitution which had been
denied to their class.

Table I shows the school districts which were identified in the
Fair School Finance Council Suit as schools receiving substantially
more funds than plaintiff school districts. Table II shows the
selected plaintiff school districts included in the suit.

The council contended that, while all Oklahoma school children
are guaranteed equal educational opportunities under the Oklahoma
and United States constitutions, the present system of financing
public education prevents such equal educational opportunities and
causes the exact opposite. The State of Oklahoma (defendant)
countered with a statement to the effect that the plaintiffs had
failed to identify a class of persons against which the law

discriminated.



TABLE I

SCHOOLS RECEIVING SUBSTANTIALLY MORE FUNDS
THAN PLAINTIFF SCHOOL DISTRICTS IN THE
FATR SCHOOL FINANCE COUNCIL SUIT

School ADA School ADA
Forgan 197 Balko 174
Red Rock 146 Moton 217
Reydon 147 Taloga~0akwood 238
Burlington 175 Lomega 121
Cashion 300 Freedom 116

Total ADA: 1,851
TABLE II
PLAINTIFF SCHOOL DISTRICTS IN THE FAIR
SCHOOL FINANCE COUNCIL SUIT
Revenue
Selected Plaintiff Per Capita
School Districts ADA Basis ADA
Bartlesville 6,154 1,596.63
Lawton 16,786 1,633.53
Muskogee 6,725 1,893.83
Ponca City 5,187 1,555.49
Putnam City 16,863 1,401.84
Tulsa 47,043 1,757.44

Total ADA: 98,758

24
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Justice Stewart, in his concurring opinion in Rodriguez, stated
"To say that a law classifies is a legally meaningless statement.
All laws classify. There is hardly a law on the books that does not
affect some people differently from others."'43 Attorney Gemneral Jan
Eric Cartwright noted in his Reply Brief:

Plaintiffs are fond of an eloquent catch phrase, 'equal
educational opportunity,’' which they repeatedly use to
refer to what it is that Article 13, S 1, guarantees to
our children. Do they mean access to quality education?
Do they mean instruction from the best available profes-
sional educators? Do they envision top quality facili-
ties, instructional materials and visual aids? The
answer appears to be, at least from Plaintiffs' peti-
tion and brief, none [underlining added] of the above.
When Plaintiffs say 'equal educational opportunity,’
they mean equal expenditure per child. Of course,
Plaintiffs would argue, increased revenue would bring
about all the benefits outlined. This is an assumption
yet to be proven. Defendants entirely rejected the no-
tion that equal dollars per child defines equal educa-
tional opportunity. We reject it as a factual and a
legal premise.

Attorney General Cartwright, in his Reply Brief, further stated:

The Oklahoma system of financing public education
through ad valorem property taxation violates no
principle of equal protection expressly or implicitly
found in the Oklahoma Constitution. . . . The Okla-
homa Supreme Court has likewise held that the same
principles which control an equal protection analysis
under the Fourteenth Amendment apply to equal protec-
tion in the context of the State Constitution.
Rodriquez, supra, is important, not merely because 1t
disposes of the Plaintiffs' Fourteenth Amendment cause
of action, but because the judicial standards of review
expressed there and the analysis which compelled the
court to its conclusion apply without d1m1nlsh1%§ force
to the allegations of the Plaintiffs'’ Petltlon.

The Plaintiffs stated in their case that the foundation program
failed in its attempt to equalize educational opportunity in the
school districts in that "inadequate funds are appropriated for dis-

tribution to the districts and the formula utilized fails to correct
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or adjust the gross discrepancies resulting from substantial variances
46

in the property wealth of the districts.” Counsel objected to the
allocation of funds in incentive aid because they "severely limit the
amount of funds which the less wealthy districts can receive and
which simultaneously guarantee that even the wealthiest districts re-
. . 4
ceive substantial funds regardless of need."” /

Attorney General Cartwright responded to this allegation, ex-
plaining:

Flat grants and teacher salary support are the product

of considered legislative policy as to where state tax

dollars should go. It is fundamental that it is the

function of the legislature, not the judiciary, to make

basic policy as to the amount, object and distribution

of state tax monies. The legislature decided where

lies the greater need, not the courts and not the Plain-

tiffs. The bottom line of Plaintiffs' request for re-

lief is to substitute the court and, ultimately,

themselves, for the legislature as the maker of social

and fiscal policy.48

Attorney General Cartwright observes that the Plaintiffs "invite
the court to step into a philosophical abyss where the law changes
depending upon the educational views of each judge. The judiciary
is particularly ill-suited to such a role."49

Eighteen words in the Oklahoma Constitution make clear that the
state, through its legislative arm, must consider one of its most
important responsibilities to be the protection of every child's
right to a free public school education: ". . . establish and main-
tain a system of free public school wherein all children of the state
may be educated" is a constitutional right not to be denied. The
suit brought by the Council, reduced to its simplest terms, was a

dispute over what the fundamental right is, according to Cartwright.so
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A study of four research studies based upon the operation of the
state aid formulas as they have operated from 1972 through 1982 would
tend to confirm that the state aid formulas havekoperated in a proper
fashion, with school districts receiving state aid inversely propor-
tional to their local wealth. The only form of state aid that was
not operating in a proper fashion, according to three of these studies,
would be the flat grants for salaries that have been funded outside
the formula. A recent study by the Educational Commission of the
States indicated that these flat grants for salaries have not been
disequalizing in practice.51

A study of court cases related to school finance in Oklahoma
clearly indicates that the Oklahoma State Aid Formula as it was writ-
ten in 1972 and as it operated until 1982 does not violate any rights
implicitly or explicitly guaranteed to the citizens of the state of
Oklahoma by either the United States or the Oklahoma Constitutions.

A review of the selected literature would support the theoreti-
cal and operational soundness of the state aid formula as it was
written in 1972 as well as its constitutionality.

Even though each of these three formulas appear to be theoreti-
cally sound, in that state aid received is inversely proportional
to local wealth, the changes in these various formulas have caused
confusion among the various school districts. More specifically, it
has been most difficult to understand the effects of these changes
because of the variability in the sizes of school districts. The
purpose of this study, therefore, is twofold. First, the three
formulas will be compared to determine the actual results of these

formulas against one another. Second, the study will compare school
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populations rather than school districts. This study then should re-
veal which formula provides the most equitable method of funding for
the largest number of students, rather than for the largest number

of school districts.
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CHAPTER III
METHODOLOGY AND ANALYSIS OF DATA

In order to determine what type of state aid distribution pro-
gram will allow state funds to be utilized most equitable, the
current state aid formula and its effects on the distribution of
educational dollars must be analyzed. After determining how well the
state aid formulas of 1971 and 1981 meet the requirements of school
finance theory, and after reviewing the constitutionality of the
Oklahoma funding formula from 1971 through 1981, the next step of
this study will be to determine the degree of operational validity
of the Oklahoma funding formula. This determination will be made by:
(1) studying the Oklahoma session laws and statistical reports of the
State Department of Education, 1971 through 1981; (2) using a com-
puter program to display what the average revenue per child was in
each of the 619 school districts during each of these years;

(3) ordering each of the 619 school districts, in descending order

of size, according to the 1980 ADA; and (4) analyzing, by use of plot
comparisons, the funding levels of the 619 school districts from 1971
through 1980. After analyzing the operational validity of the fund-
ing formula, the next step of this study will be to determine which
of the School Codes (1972, 1981, or 1982) will provide for the most
equitable distribution of educational dollars in the 619 school dis-

tricts in the state.
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To determine the manner in which school funds were distributed in
Oklahoma from 1971 to 1981, the Annual Statistical Reporﬁs of the
State Department of Education were studied. These annual reports con-
tain many statistics relative to school financing in Oklahoma; the
tabulation of this data provides an essential service. However, be-
cause of the length and complexity of the reports, drawing general con-
clusions about the equitable functioning of any school finance formula
is extremely difficult. For example, the section titled "Statistical
and Financial Information'" lists the "Revenue Per Capita Basis ADA"
alphabetically by county. Thus, under Adair, the first county listed,
the data for school districts in Adair County is listed as shown in
Table III.

The first step, then, toward analyzing this data was to develop
a display which is easy to understand and which provides an overview
of the necessary data. The purpose of this study is to analyze the
Oklahoma school financing formulas, based on the total dollars re-
ceived by each school districf, and to determine which formula provides
the most equitable distribution of educational dollars based on ADA.
Therefore, it was decided to graph the total "Revenue Per Capita Basis
ADA" for all 619 school districts and to order these districts in a
descending order, based on ADA, from the largest to the smallest.

This method was chosen over other possibilities, such as alphabetiz-
ing the school districts or following the State Department of Educa-
tion's practice of listing by county, primarily to determine if any
major variations in total dollars allocated exist when student pop-
ulations are compared rather than school districts. The question of

total dollars needed for school districts of a given size to support
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TABLE III

ADAIR COUNTY STATE REVENUES, 1980-81

Dist. Local & County Dedicated Rev. &
No. Name ADA Revenue State Misc.
C001 Skelly 79.21 29,038.38 8,164.47
C013 Christie 92.70 20,785.69 6,587.42
C019 Peavine 210.81 33,477.22 10,925.55
C022 Maryetta 221.48 39,907.62 10,878.31
C024 Rocky Mountain 92.25 18,224,12 6,314.50
C028 Ziom 182.19 25,634.70 11,453.54
C029 Dahlonegah 100.67 9,812.88 4,794,03
C032 Greasy 179.36 21,673.53 10,576.60
C033 Bell 124.58 18,575.02 8,422,29
1004 TWatts 337.21 74,248.64 70,193.13
1011 Westville 884.17 201,404.62 174,276.63
1025 Stilwell 1,241.87 477,771.79 216,184.99
1030 Cave Springs 288.57 29,760.68 70,561.51
Dist. Total Rev. Revenue Per
No. State Aid Federal Aid Received Capita Basis ADA
€001 79,859.00 55,549.44 172,611.29 2,179.16
Cc013 98,106.00 20,308.85 145,787.96 1,572.69
€019 231,014.00 150,€14.73 426,031.50 2,020.93
Cc022 285,886.00 229,245.93 565,917.86 2,555.16
C024 129,290.00 119,239.45 273,068.07 2,960.09
C028 201,402.00 116,158.08 354,648.32 1,946.58
Cc029 122,811.00 135,760.75 273,178.66 2,713.61
C032 230,321.00 187,214.59 449,785.72 2,507.73
€033 215,791.00 165,817.21 408,605.52 3,279.86
1004 461,485.00 188,161.98 794,088.75 2,354.88
1011 1,060,449.00 275,735.83 1,711,866.08 1,936.13
1025 1,661,722.00 761,839.90 3,117,518.68 2,510.34

1030 434,269.00 261,819.11 796,410.30 3,759.85
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a "minimally adequate education' is beyond the scope of this study.
The expectation was that trends in the actual dollars received would
show up in the display, since, according to the Morphet, Johns, and
Rellerl study, a very small school district would need more money per
student to provide the same programs offered by larger school districts.
The ADA for the 619 school districts changes slightly from year
to year. In addition, the school districts are not exactly the same
each year because of consolidation of a few districts. In order to
eliminate these variables and to compare the different plots effec-
tively, the school districts were ordered on the basis of the 1979-80
ADA and a few minor alterations of the data were made to include new
or consolidated districts. Finally, while all datg from 1971 to 1981
was plotted, the exact "Revenue Per Capita Basis ADA" figures actually
plotted are listed in Appendix A only for the years 1971, 1972, 1975,

and 1980.
Description of Plots

The data plotted in this study was taken from the Annual Statis-
tical Reports of Oklahoma State Department of Education from 1971
through 1980. 1In this report, data from the Annual Reports were
cited only by the second year; for example, the 1970-1971 Annual Re-
port will be referred to as the 1971 data. The information used in-
cludes the names of the 619 school districts existing in 1980; the
ADA for each school district; and the "Revenue Per Capita Basis ADA,"
truncated to the dollar amount.

The data for the 10 years was ordered by ADA, using the 1980

data, from the largest school district to the smallest. The list
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(Appendix A) is headed by Tulsa School District (47,043 ADA) and ends
with Ideal School Districts (19 ADA). It is important to realize that
allvsubsequent plotting of the data retains this ordering of the
school districts. Thus, in plotting the amount of dollars received
per ADA by each school district for the year 1971, the ordering of the
school districts along the horizontal axis of the plot is based on the
1980 ADA ordering, beginning with Tulsa and proceeding through the 619
school districts to Ideal. Therefore, if overlays of these plots were
made, vertical changes in the plots would represent changes in the
revenue per ADA for the same school districts at any fixed horizontal
position in the graphs, regardless of the years being compared.
There are, however, a few minor alterations of the data made to make
the plots smooth and continuous. For instance, Sweetwater (94 ADA)
was not a separate school district prior to 1980, so the previous
yvear's data used for Sweetwater is the average ADA of Lowery and
Dahlonegah.

The horizontal axis on the graphs denotes the 619 school dis-
tricts. On the vertical axis showing the revenue per ADA on the
years involved, one inch equals $1,000. Even though the mean only
changes from $621.76 in 1971 to $1,683.95 in 1980, the scale up to
$5,000 is necessary to show some of the extreme fluctuations in the
data and to compare the different years on the same scale. Occa-
sionally, the revenue per ADA exceeds $5,000 (e.g., Straight, 1980;
64 ADA with revenue per ADA at $10,421), and these few large numbers
were simply truncated at $5,000 for these display plots.

The figures plotted (Figures 1 through 10) show the revenues per

ADA for the school years 1971 through 1980. Several other curves
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Figure 4. Revenue per ADA Using 1974 School Code for Oklahoma's 619
School Districts, 1980 ADA Superimposed
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Figure 5. Revenue per ADA Using 1974 School Code for Oklahoma's 619

School Districts, 1980 ADA Superimposed
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Mean for 1977 is 1159.14; Standard Deviation=228.9743; Ratio of Standard
Deviation/Mean is .1975.

Figure 7. Revenue per ADA Using 1977 School Code for Oklahoma's
619 School Districts, 1980 ADA Superimposed
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Mean for 1978 is 1303.50; Standard Deviation=259.2681; Ratio of Standard
Deviation/Mean is .1989.

Figure 8. Revenue per ADA Using 1978 School Code for Oklahoma's
619 School Districts, 1980 ADA Superimposed
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Figure 9. Revenué per ADA Using 1979 School Code for Oklahoma's
619 School Districts, 1980 ADA Superimposed

Ideal ADA=19

Sy



Revenue per ADA

$5,000

$4,000

$3,000

$2,000

$1,000

]

Percentage

16%

Percentage

I
5 Tulsa ADA=%7,043

of School Districts

of Students

37% 47%

PRORPSINS S S
(98]
Y]

School Districts

Mean for 1980 is 1683.95; Standard Deviation=366.7058; Ratio of Standard
Deviation/Mean is .2178.

Figure 10.

Revenue per ADA Using 1980 School Code for Oklahoma's
619 School Districts, 1980 ADA Superimposed

Ideal ADA=19

9%



47

have been superimposed on this basic data. A horizontal line had
been drawn to represent the mean of the revenue per ADA for that year
(based on the data truncated to the dollar améunt); A curve has been
drawn tb illustrate graphically the ADA for the different school dis-
tricts: this curve starts in the upper left hand corner of the graph,
indicating Tulsa's 47,043 ADA, and shows a severe drop for the first
one hundred school districts, declining to Bethel School District's
1,009 ADA; the curve then gradually drops to Ideal's 19 ADA.

Finally, the school districts were divided into three separate
groups for analysis. The first 100 school districts have an ADA of
more than 1,000 students. These districts are shown to the left of
the first vertical line on the plots. The last 292 school districts,
shown to the right of the second vertical line, all have an ADA of
less than 300 students. The middle group of 219 school districts have
an ADA of more thén 300 but less than 1,000 students.

A computer program was used to order and plot the data on the
funding levels for the 10 years studied and to model the 1972, the
1981, and the 1982 school funding formulas. In order to plot the
data, standard computer cards were punched in an integer format. These
computer cards were read by the computer and stored in a memory file
on the Control Data Corporation's CYBER 760. Standard statistical
subroutines were run on the data to compute the mean, standard devia-
tion, and ratio of the standard deviation to the mean. The data was
plotted on remote plotters communicating with the computer via a
direct line. Most of the data was plotted on Textronics 4631 hardcopy
unit. Some of the data was plotted in a similar fashion using the

Hewlett Packard 9872 pen plotter. The plotting subroutines use
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essentially the standard Calcomp plotting calls which are then used to
generate the plots on the different plotting devices. It needs to be
emphasized, however, that the State Department data was simply digi-

tized, input into a computer, and plotted with no sophisticated manip-
ulation of the data. These plots could easily be reproduced with any
computer and graphic display system. The simulations modeling these

three funding formulas included the 113,400,000 dollars in new revenue

appropriated above the 1981 funding level for the 619 districts.

Summary of Data

1. Of Oklahoma's 619 school districts, those with less than 300
ADA comprise 47 percent of the school districts and 8.23 percent of
the total number of students in the schools (Figure 11).  On the other
end of the scale, the 100 largest school districts, all having an ADA
of over 1,000 students, comprise 16 percent of the school districts
but 69 percent of the total number of students in Oklahoma (Figure 12).
The remaining school districts, those having an ADA of more than 300
but less than 1,000 students, represent 37 percent of the number of
school districts and have 22.7 percent of the students in school.

2. The state average revenue per child in 1979-80 was $1,684.
When the 20 percent variation allowable under Augenblick recommenda-
tions is used, the average per pupil expenditure ranges from $1,347.20
to $2,020.80. Eighty-nine percent of all Oklahoma school children at-
tend schools which fall within this range; of the 20 largest school
districts in the state, none fall outside the range, and only six have

a per capita revenue above the state average (Figures 13 and 14).
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Figure 11. Oklahoma's 619 School Districts' 1980 ADA
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CURRENT REVENUE PER CAPITA A.D.A = $1684.00
80% of Current Revenue per Capita = $1347.20
120% of Current Revenue per Capita = $2020.80

Range = $1347.20 -+ $2020.80

89% (479,198) of the Current State Student Population (538,454)
currently fall within this range.
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Figure 14. Percentages of Student Population Within 20 Per-
cent Range of Current Revenue per Capita ADA
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Eight school districts in the state have over 1,000 ADA and a per
capita expenditure exceeding $2,000.

3. Only six school districts in 1979-80 did not vote the maxi-
mum 35 mills allowable by law; these districts serve 915 students,
.169 percent of the total school population (Table IV). This data is
important because the incentive aid portion of the Oklahoma funding
formula was implemented to encourage all districts to vote the maximum
millage allowed by law; it is evident by this data that the goal has

been achieved.

TABLE IV

AVERAGE DAILY ATTENDANCE OF SCHOOL DISTRICTS
NOT VOTING MAXIMUM 35 MILLS

Districts General Fund ADA

1. Burlington 30.00 175
2. Garrett 27.00 50
3. Laverne 25.00 498
4., Bowring 31.00 108
5. Crawford 30.00 49
6. Optima 25.00 35
6 Total Number of Schools 915

915 Total Student Population

.169 Percent of Total State Student Population
(538,455)
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4. There are 51 of Oklahoma's 619 school districts with a per
capita valuation in 1979~80 of greater than $35,000; these districts
serve 9,651 students, 1.8 percent of the student population (Table V).
The myth that most of Oklahoma's funding problems could be solved or
that equity could be achieved by transferring funds from wealthy dis-
tricts to poor districts is dispelled by an awareness of how few and,
more importantly, how small the districts that supposedly have exces-
sive wealth are.

5. Although there has been a significant increase in the per-
centage of legislative appropriations going into flat grants from 1974
to 1980, there has not been a corresponding increase in the ratio of
the standard deviation as compared to the mean for the corresponding

time periods (Table VI).

Analysis and Conclusions Based on

House Bill 1236

An analysis of House Bill 1236 enacted in 1981 was made. While
it is too early to attempt to evaluate the effects of H. B. 1236
(School Code 1982) on educational funding in Oklahoma, some observa-
tions can be noted:

1. The basic structure of the state aid system defined by H. B.
1236 is similar to the one that was in operation in Oklahoma between
1971 and 1981.

2. In adopting H. B. 1236, the 1981 legislature agreed to allow
schools to use the past three years' records to determine the highest
ADA, thus paying districts for students no longer enrolled. Also, a

"hold harmless" clause was adopted to protect schools from suffering



DISTRICTS WITH GREATER THAN 35,000
PER CAPITA VALUATION, 1980

TABLE V
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Per Capita Revenue per Capita
County School Valuation ADA Basis ADA
Alfalfa Burlington 57,631.25 175 3,871.87
Beaver Gate 89,630.45 38 4,688.16
Garrett 168,469.12 50 5,889.87
Balko 52,181.99 472 4,119.40
Forgan 66,194,88 174 2,782.13
Blaine Hitchcock 82,766.67 54 3,886.10
Canadian Riverside 48,135.62 89 2,115.56
Banner 62,462.89 74 2,964.83
Maple 53,990.97 77 2,809.78
Cimarron Plainview 47,927.35 44 4,214.55
Keyes 47,927.35 142 3,608.46
Craig Ideal 88,197.16 19 4,337.65
Creek Milfay 101,736.62 73 4,446.74
Custer Custer 39,781.77 199 3,271.61
Delaware Cleora 39,954.19 73 2,352.98
Dewey Leedey 39,594.06 188 3,684.65
Ellis Arnett 35,366.04 243 2,816.35
Grady Bradly 41,853.97 39 2,933.16
Grant Wakita 43,107.85 186 3,313.82
Medford 40,944.24 324 2,914.06
Lamont 48,582.23 208 3,365.42
Harper Laverne 40,944.63 498 3,009.52
Buffalo 38.177.88 330 3,375.42
Kay Peckham 53,430.58 60 2,841.85
Kildare 48,216.30 74 2,612.81
Union 72,295.61 21 3,879.23
Kingfisher Lomega 50,987.73 141 3,783.96
Major Progressive 92,044.42 48 4,436.94
Murray Dougherty 58,482.25 24 3.013.61
Muskogee Ft. Gibson 51,825.82 1,017 2,838.34
Noble Sumner 40,115.91 47 2,644.36
Billings 39,181.70 164 2,848.67
Red Rock 293,665.33 146 4,984.80



TABLE V (Continued)
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Per Capita Revenue per Capita
County School Valuation ADA, Basis ADA

Osage Bowring 35,203.94 108 2,015.18
Indian Camp 35,282.77 64 3,132.00
Roger Mills Crawford 60,648.41 49 3,132.09
Reydon 39,869.44 147 3,553.99
Sweetwater 47,140.10 94 2.978.24

Rogers Oologah
Talala 53,962.81 1,143 1,983.88
Seminole Konawa 45,157.08 661 3,066.05
Texas Optima 95,297.31 35 4,509.05
Straight 82,832.56 64 10,421.04
Adams 95,383.84 58 4,617.94
Yarbrough 54,305.87 142 3,948.54
Hardesty 41,583.84 116 3,488.26
Tillman Weaver 58,012.38 56 3,020.03
Tulsa Mingo 113,479.98 187 4,020.95
Woods Waynoka 41,142,811 318 3,317.53
Freedom 46,657.93 116 3,673.02

Carmen
Dacoma 43,318.63 182 3,255.60
Woodward Mooreland 36,965.29 424 2,888.02

substantial losses in funding; other school districts were limited to

an eight percent growth in revenue.

The result is that only 145 school

districts in Oklahoma are operating under the formula; 178 districts

are on "hold harmless," and 294 districts are under the eight percent

ceiling (Figure 15).

3. H. B. 1236 is a complicated formula (see Appendix B); it does

not appear to follow the educational funding philosophy set forth by

1
researchers such as Morphet, Johns, and Reller.

Their philosophy was



FLAT GRANT APPROPRIATIONS AND RATIO OF
STANDARD DEVIATION FROM THE MEAN,
1972 THROUGH 1980

TABLE VI
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Fiscal Year

Total Appro-

Total Allocated

Total Allocated
to Flat Grant

Ending priated for State Aid Formula Increases in
June 30 Education and Percentage Salaries

1972 138,943,156 134,405,156
967

1973 141,841,831 128,230,038
907%

1974 162,442,732 132,850,355 11,900,000
827% 7%

1975 191,269,898 138,722,677 34,069,754
72% 17%

1976 232,302,384 153,831,211 61,561,576
667% 26%

1977 277,191,376 165,935,515 93,511,576
59% 33%

1978 321,951,961 175,732,515 126,761,576
547 39%

1979 366,520,630 184,249,235 161,357,856
507 447

1980 426,338,776 199,291,260 202,796,090
467 477

Ratio of Standard Dev./Mean

1972 .2284 1977 .1975

1973 .2469 1978 .1989

1974 .1932 1979 .2055

1975 .2111 1980 .2178

1976 .1899
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that a formula should be as simple as possible, avoiding complexities
that do not contribute substantially to the main goals of education
and public school finance, and that any school district should be

able to determine for itself the amount of state aid it will receive.
Summary

Simply plotting the "Revenue per Capita Basis ADA" on the 619
school districts provided a means of analyzing the result of school
financing. One simple graph for each year provides a clear picture of
the resuit of school financing as tabulated in the Annual Statistical
Reports of the State Department of Education. The consequences of
school funding formulas on the school districts of Oklahoma are very
difficult to determine from the many pages of tabulated results in
these reports. Although such a graph of the tabulated results is a
simple matter to construct, it had not previously been done, and this
study provides the first compilation of data which graphically depicts
the effects of the recent funding formulas on the school districts of
Oklahoma. The biggest surprise is that the graph of the "Revenue per
Capita Basis ADA" for the 619 school districts show a rather random
looking curve, essentially flat, oscillating about the mean, with no
linear trends in the data. It is essentially flat in the sense that
89 percent of the students in Oklahoma attend school in districts with
per capita expenditure ranging within 20 percent above and below the
mean.

The major finding based on this data is that most of the students

of Oklahoma go to school in a relatively small number of the larger
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school districts; 69 percent of the students in Oklahoma attend school
in the 100 largest school districts, generally school districts with
1,000 ADA or above. All of the other 519 school districts combined
only serve 31 percent of the students in Oklahoma.

It seems fairly clear that in designing financial formulas to
provide the most equitable distribution of educational dollars for
most of the students in the state, special attention should be given
to what happens to these 100 larger school districts. In addition,
there are so few students in the other 519 school districts that
their needs can be handled separately without having a major effect

on the total budget allocated to the 100 larger school districts.



ENDNOTE:

lE. L. Morphet, R. L. Johns, and T. L. Reller, Educational Admini-

stration: Concepts, Practices, and Issues (New Jersey, 1959).
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CHAPTER IV

COMPARISON OF FUNDING FORMULAS FOR 1972,
1981, AND 1982 USING 1981-82

FUNDING LEVEL

The procedure developed for analyzing and comparing the various
funding formulas provides a means of objectively evaluating any finance
formula. The purpose of this study is to determine which of Oklahoma's
funding formulas over the past 10 years provides for the most equitable
distribution of educational dollars. Three state aid formulas are com-
pared to make this determination: the existing 1982 School Code, the
formula defined by the 1972 School Code, and the 1981 formula with a
modification to the provision of the minimum revenue guarantee. In
order to provide a basis for comparison, the three formulas are applied
to school financing for the 1981-82 school year using the 113,400,000
new dollars appropriated by the 1981 Legislature.

The existing 1982 School Code funding is based on the data in-
cluded in the special Legislative Report Number 1970, produced by the
Oklahoma State Department of Education Data Center. This report was
the final legislative print-out used by the 1981 Legislature to deter-
mine the distribution of funding dollars under H. B. 1236, herein to
be referred to as the 1982 School Code. The final appropriation for
the different school districts is listed in Appendix A; a detailed de-

scription of the formula is given in Appendix B.
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The formula used for the 1972 School Code is the basic formula
that was used in 1972, with minor modification. The appropriations
fof the school districts for the 1981-82 school year using this
formula are listed in Appendix A under 1972 School Code. The 1980-81
formula for funding schools is used at the 1980-81 parameter levels.
All line items from prior years and the 1981-82 new monies were put
into the formula in foundation aid. Elementary ADA was paid at
$1,109.75, and secondary ADA at $1,331.70. This foundation aid pay-
ment was arrived at by including all monies appropriated in foundation
aid by the 1980-81 Legislature and including all monies from line
items not included in School Code 1972 as line items. That is, line
item monies which were not provided for in the 1972 school code
formula were simply lumped together and put in the foundation aid to
apply the 1972 school code to 1981 financing. Table VII lists sources
of prior appropriations and new dollars that make up the 612,981,977
dollars spent in the formula.

The third formula considered is the 1981 formula with a modifica-
tion to the provision for a minimum revenue guarantee. The formula
defined by the 1981 School Code is basically the same as the formula
defined by the 1972 School Code, with the exception of flat grant
guarantees. The appropriation for the school districts for the 1981-82
school year using this formula is shown in Appendix A, under 1981 School
Code Modified. The modification is based on the 1980-81 formula for
school funding using the 1980-81 parameter levels. The cost of the
formula was $216,360,153; of the 113,400,000 new dollars available,
$77,000,000 was used to fund salaries. The remaining $36,400,000 was

used as a minimum revenue guarantee to bring those districts below the



state average per capita revenue (excluding federal funds) as close

as possible to the state average.

The $36,400,000 was sufficient to

bring all 619 school districts to 93.5 percent of the state average

revenue per child for the preceeding year.

were left intact for each district.

TABLE VII

All 1980-81 line items

SOURCES OF PRIOR APPROPRIATIONS AND NEW

DOLLARS MAKING UP AMOUNTS SPENT
IN THE FORMULA

Sources

Amounts Spent

1980-81 Foundation Incentive

Allocation Guarantee
Elementary Counselors
Minimum Revenues ($800.00)
Support Personnel Salaries
Teachers' Salaries
Prior Years' Salaries
Teacher Consultants
Library Media
Capital Improvements
Community Improvements
Early Childhood
Staff Development
1981-82 New Dollars

Total

$216,305,230.00
4,007.20
2,145,490.00
4,359,987.00
11,741,938.00
58,520,094.00
220,236,874.00
857,299.00
1,000,000.00
208,836.00
220,000. 00
300,000.00
1,370,217.00
113,400,000.00

$612,981,977.00
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The final appropriations based on these three formulas are listed
in Appendix A. The print-out is ordered from the largest school dis-
trict, based on 1980 ADA, to the smallest school district. These
three formﬁlas have been plotted in Figures 16 through 18; all three
formulas are presented in Figure 19; the 1972 School Code and the 1981
School Code Modified have each been overlaid with the 1982 School Code
in Figures 20 and 21. The vertical axis for each plot is the revenue
per ADA. The horizontal axes in Figures 19 through 21 are the 619
school districts ordered from the largest to the smallest district.

The horizontal axes in Figures 22 through 24 are the 60 school districts
in Oklahoma with an ADA of l,SOO_students or greater; these districts
are ordered from the largest district, Tulsa (47,043 ADA), to Bristow
(1,512 ADA). The school districts were divided into two groups to pre-
sent a clearer comparison of the data.

Three conclusions can be reached from an analysis of the data de-
rived from comparing the three formulas:

First, the 1972 School Code provides the most equitable distribu-
tion of educational dollars if equity is defined as the largest mean
and the smallest standard deviation from the mean, given a fixed number
of total dollars available.

An analysis of the comparisons of the three formulas reveals the
following figures: for the 1982 School Code, the mean is 1857.3996,
the standard deviation is 352.9331, and the ratio of the standard devi-
ation to the mean is .1900; for the 1972 School Code, the mean is
1894.0962, the standard deviation is 206.7664, and the ratio of the

standard deviation to the mean is .1092; for 1981 School Code Modified,
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the mean is 1889.6257, the standard deviation is 345.3485, and the
ratio of the standard deviation to the mean is .1828.

The second conclusion is that the 1981 School Code Modified
provides for the most equitable distribution of eduéational dollars
if equity is defined as the number of students from districts that fall
within the range of 10 percent above or below the mean.

A study recently completed by the Educational Commission of the
States to evaluate Oklahoma's state aid formula relative to H. B. 1236
concluded:

In 1981-82 the coefficient of wvariation of revenues per

ADA is .195. This indicates that two-thirds of all

pupils are enrolled in school districts with revenues

about 19.5 per cent above or below the statewide mean.l
This conclusion is based on the assumption that the number of students
and the dollars per student are distributed normally. An estimate of
this distribution was made using the 1982 School Code; Figure 25 plots
a curve showing in $100 increments the number of students receiving ADA
support within each range. The increments range from $1,400 to $2,500.
Since the curve is not exactly a normal distribution, the Commission's
conclusions based on a normal distribution are not precise.

Calculations using each of the three formulas reveal somewhat dif-
ferent figures than those the Commission study indicates. If a range
from 10 percent below to 10 percent above the mean is established,
74.37 percent of the students receiving ADA support fall within the
range ($1,672 to $2,042; mean $1,857.39) under the 1982 School Code;
88.44 percent fall within the range ($1,705 to $2,083; mean $1,894.09)
under the 1972 School Code; and 89.74 percent fall within the range

($1,701 to $2,077; mean $1,899.62) under the 1981 School Code Modified.
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Therefore, if every school district below the state average revenue
per child is guaranteed funding equal to 93.5 percent of the state
average for the preceding year, 89.74 percent of the students fall
within the 10 percent range established. Students in school districts
with a high ADA and with revenues below the state average particularly
benefit by this distribution method (see Figure 22).

The third conclusion is that the 1972 School Code provides a
larger proportion of the educational dollars to the 323,072 students
in the 60 largest school districts.

Since 60 percent of Oklahoma's school populafion attends classes
in the 60 school districts with an ADA of 1,500 or higher, the three
formulas were used to compare these districts. Figure 22 displays all
three formulas for the 60 school districts; Figures 23 and 24 compare
the 1982 School Code to the 1972 School Code and to the 1981 School
Code Modified, respectively. The comparison reveals only minor per-
turbations in the funding, regardless of the formula used.

In summary, the most obvious feature of all the curves is the gen-.
eral absence of any trends. Basically, the data reveals a tendency
toward a random variation about the mean. Since the major concern is
to find the most equitable method of funding for the students of this
state, the analysis of the data involves the number of students in
each of the school districts. As was illustrated by superimposing the
ADA curve over the funding level curve for each school districts,
there is, in spite of some extreme fluctuations in data due to some
very small districts, only a minimal fluctuation from the mean, since
most of the students in the state attend school in a small number of

large school districts. If equity is defined as the same revenue per
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ADA for each school district, then the finance formula which has the
largest mean and the least variation from the mean would provide for
the most equitable distribution. Therefore, while both the 1981
School Code Modified and the 1972 School Code can provide for an equi-
table distribution, the 1972 School Code appears to provide the most
equitable means for distributing educational funds to the students in

the 619 school districts in the state of Oklahoma.



ENDNOTE

lJ. Augenblick et al., An Evaluation of Oklahoma's Schools and
Formula: Policy Issues and Recommendations Related to H. B. 1236
(Denver, 1982), pp. 133-134.
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CHAPTER V

SUMMARY, FINDINGS, CONCLUSIONS, AND

RECOMMENDATIONS
Summary

The purpose of the study was to determine which of three recent
state aid formulas would provide for the most equitable distribution
of educational dollars when the funding level remains constant. The
three state aid formulas to be compared were the 1972 School Code,
the 1981 School Code (with a modification to the provision for a mini-
mum revenue guarantee), and the existing 1982 school code. These
three School Codes were chosen for comparison because the 1972 School
Code was the year that the basic formula model for school financing in
Oklahoma was first operational; the 1981 School Code was the evolution
of this basic model through the years; and the 1982 School Code con-
tained major alterations made in the basic formula by the 1981 Legis-
lature. The comparisons were made to see if the old formula, the
1972 School Code, or its evolution, the 1981 School Code with a simple
modification to the minimum revenue provision, could provide as equi-
table a distribution of state aid as the new formula, the 1982 School
Code with its very complicated alterations to the basic formula.

The first problem to be solved, and also a major contribution of

this study, was to find a way to obtain an overview of the data to be
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used for analyzing these state aid formulas in order to determine how
the formula operated in the distribution of funds, both to the students
and to the 619 school districts of the state. Previous analysis of
any state aid formula was limited to studying computer print-outs,
which were tabulations of the final funding to the different school
districts listed by counties. Since the tabulation was by county and
school districts within the county, it was very difficult to determine
how the state aid formula was distributing money for the state as a
whole, the school districts as a whole, or, more importantly, for the
students of the state. It seemed imperative that in order to do an
analysis of any state aid financing formula and its performance, a
better procedure would have to be devised other than this tabulation
by county and school districts within the county.

it was decided that some form of graphical display of the tabula-
ted data was needed to provide a quick and easily assimilated view of
how any state aid formula was operating, placing the emphasis on the
students of the state, not on the counties or the districts. Thus,
the 619 school districts were ordered based on their 1980 ADA.

After the school districts wefe ordered on their 1980 ADA size,
the amount of money provided to the school districts per student was
then tabulated for the school years 1970-71 through 1979-80 from the
Annual Statistical Reports of the Oklahoma State Department of Educa-
tion for those years. 1In referring to these reports throughout this
study, only the last-named year was used. The revenue per student was
truncated to dollars, ignoring the fractional part of the dollars, in
plots and analyses. The ordering of the 619 school districts, the

1980 ADA, and the dollars per students are tabulated in Appendix A for
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the years 1971, 1972, 1975, and 1980 to further clarify the data that
was used and plotted.

The display resulting from plotting this data, shown in Figures
1-10, appears to be extremely successful. The distribution of revenue
per ADA was plotted on one graph, and the results of this distribution
for all 619 school districts could be viewed in its entirety and,
therefore, more easily understood and analyzed. The vertical axis was
the revenue per ADA and the horizontal axis was the 619 school districts
ordered from the largest (Tulsa with an ADA of 47,043) to the smallest
(Ideal with an ADA of 19). The 1980 ADA for the 619 school districts
was superimposed on this graph to provide further emphasis and to keep
the relative size of these school districts visibly available.

The 10 years of data, 1971 through 1980, were thus plotted and
analyzed in Chapter III. Having viewed these 10 years of data and
shown the usefulness of such graphical displays for analysis, the
author was then in a position to compare the three formulas mentioned,
using dollars available for fundiﬁg the 1981-82 school year. The re-
port on these findings are in Chapter IV. Here the three proposed
funding formulas were superimposed on the same graphical display for
visual comparison, each funding formula using the same total dollars.
Such a visual superposition and comparison simplified the process of
determining which proposed funding formula was working most equitably,
if equity is defined as equal dollars on an ADA basis with the highest
possible mean. Although several superimposed curves tend to become
confusing for all 619 school districts (Figures 20, 21, 22), they are

easily discernible and easily analyzed if one compares only the 60
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largest school districts which contain 60 percent of the students in
the state (Figures 22, 23, and 24). Comparisons of the different

formulas for all 619 school districts are easy to analyze when they
are either plotted on a larger scale or in different colors, neither

of which are shown here.
Findings

The graphs and subsequent analyses of the revenue per ADA versus
the 619 school districts revealed several interesting and unexpected
findings:

First, the data revealed essentially random fluctuations about
the mean with no discernible trends in the data of dollars available
per student varying with the number of students in the school district.
The data indicated that, on the average, each student in the state had
the same revenue per ADA regardless of the school district size. This
is essentially the definition of equity used in this study.

Second, most of the students in the state attend school in a rela-
tively small number of large school districts; 69 percent of the stu-
dents attending school in 100 of the 619 largest school districts
which have an ADA of 1,000 or more.

Third, of Oklahoma's 619 school districts, 292 have less than
300 ADA; thus, 47 percent of the schools have eight percent of the
student population of the state.

Fourth, none of the 20 largest school districts, comprising 51
percent of the student population, falls outside a range of 20 percent

above or below the mean of revenue per ADA. Only six of these 20
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largest school districts have a per capita revenue above the mean, or
state average.

Fifth, over the years studied, 1971 through 1980, the mean, or
the state, average revenue per ADA has increased from $621 a year to
$1683 a year. However, the ratio of the standard deviation to the mean
did not change substantially during this same 10 year period and re-
mained very close to .2. Although there has been a significant increase
in the percentage of legislative appropriations for education, allocated
as flat grants from 1974 to 1980, a corresponding increase in the ratio
of the standard deviation to the mean has not occurred. This finding
that flat grants have not been disequalizing would be in conflict with
several recent studies (studies are cited Chapter II).

Sixth, in comparing the three proposed state aid funding formulas
with the same total dollars, the original 1972 School Code provided the
most equitable funding of educational dollars, had the largest mean and
the smallest standard deviation to the mean. The ratio of the standard
deviation to the mean was reduced almost two-to-one--.1092. The modi-
fied 1981 School Code had a comparable mean to the 1972 School Code and
had a larger number of students supported in the range of the mean plus
or minus 10 percent.

Seventh, the complicated alterations made in the School Code by
the 1982 Legislature did not achieve a greater degree of equity, equal
dollars on an ADA basis, than would have been achieved with either the
1972 School Code or with a simple modification to the 1982 School Code,
even though equalization was the basic legislative intent of School
Code 1982. School Code 1982 had a lower mean, thus providing less

money on the average to all the students in the state; it also had the
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highest standard deviation from the mean, making it less equitable in

its distribution than either of the other two School Codes.
Conclusions

This study supports two major conclusions. Despite all of the com-
plexities introduced into School Code 1982 designed to assure a greater
degree of equity for the school children of this state, it is evident
tﬁat even with these complications, School Code 1982 does not provide
equity as effectively as does School Code 1972, if equity is defined as
equal dollars on an ADA basis with the highest possible mean. The re-
sult is that the state now has a school code that is so difficult to
analyze that most school districts cannot compute their projected allo-
cations for the year for themselves, yet it does not provide as equi-~
table a distribution of state funds as would School Code 1972, which is
an extremely simple formula to calculate (see Appendix C).

The major conclusion of this study is that equity is not a major
problem for school financing in Oklahoma in l982,vnor should it have
béen a major consideration in 1980. If one accepts the premise that
equal dollars comstitute equity and if one accepts the conclusion of
the Education Commission of the States that a coefficient of variation
per ADA pupil of .195 is acceptable and relatively narrow in compari-
sons to other states, then Oklahoma had been operating under an equi-
table funding formula since 1972, as is demonstrated by the flatness
of the curves énd the computed standard deviation from the mean in

Figures 1-10 and 17-19.
Inferences and Recommendations

The major inferences and recommendations follow directly from a
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major finding of this study, namely that most of the students in the
state attend school in a very small number of large school districts,
and that a majority of the school districts have very few students.

The author would recommend a change in the manner in which the
legislature analyzes the distribution of money by any school funding
formula used. The major portion of state aid goes to the 100 largest
school districts, those with 1000 ADA or more. These allocations
should be very carefully analyzed and equitably funded. Although there
are a large number of smaller school districts, the total dollars in-
volved in funding these districts is relatively small and their unique
needs could be analyzed and apportioned separately without impacting
significantly the total dollars available. In particular, this study
should have unquestionably dispelled the myth that most of Oklahoma's
funding problems could be solved, or equity achieved, by transferring
funds from a few small wealthy school districts to the poorer ones of
the state; these wealthy districts are too few in number and too small
in total size to have any significant impact on statewide funding.

The very large number of small school districts immediately raises
the question of the possible need for comsolidation; eight percent of
the students in Oklahoma attend school in 47 percent of the school dis-
tricts of the state. There seems little doubt that the question of
consolidation should be considered, but it should be treated honestly
as an issue of consolidation and of how such consolidation would ef-
fect the education of the students involved. It should not be dealt
with under the guide of equalization. A consolidation study should ad-
dress the following questions: (1) What would be the educational and

economic effects of the elimination of all dependent school districts
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of Oklahoma? (2) What would be the educational and economic effects of

consolidation of all school districts with an ADA of less than 300

in kindergarten through 12th grade whose transportation district, after

consolidation, would not exceed 400 square miles? and (3) Should a small
school factor cost be paid outside the formula to school districts that

must be maintained because of population sparsity and the size of their

transportation district?

Among the large school districts of the state, inequity is very
minimal. Nome of the 20 largest school districts, comprising 51 per-
cent of the student population, falls outside a range of 20 percent
above or below the mean. Only six of these 20 school districts have
a per capita revenue above the state average. This data on the revenue
per capita basis for the majority of the student population of the
state makes it very clear that major changes in funding levels of
school districts can only come with major changes in total funding
available. Although all school districts in Oklahoma are voting the
maximum millage allowable by law, not all districts are making the
same minimum tax effort. A major priority should be the establishment
of a property assessment procedure which results in comparable assess-
ments across all school districts. The plan should include provisions
for the following: (1) county assessors should be appointed, not
elected; (2) reassessment should be done on a statewide basis under
the direct supervision of the Oklahoma Tax Commission; and (3) the

assessment/sales ratio of 12 percent should be used. School Laws of

Oklahoma 1980, Section 295, states:

The legislature recognizes that it would be unfair
to the taxpaying citizens of the state to base a system
of state financial aid to schools upon the amounts of
local and valorem taxes collected for education, as this
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act does without equalizing ad valorem assessments

throughout the state. It is the intention of the leg-

islature to equalize ad valorem assessments so that

every parcel and item of taxable property in the

state will be assessed at the same percentage of its

fair cash value.l '

So that communities wishing to improve the funding for schools in
their local district would have the opportunity to do so, the author
recommends the passage of a constitutional amendment which would pro-
vide that there should be no upper limits on the number of mills that
local districts can levy for the support of public education.

Due to the number and the varying size of school districts in the
state, an analysis of the cost of providing special education services
to these different school districts should be made; it should be deter-
mined if flat grants or increased weighing within the formula would best
meet these special education needs. The primary consideration should
be the welfare of the children in the program.

It is time that the legislatufe and the educational community of
the state stop concerning themselves so much with the manipulation of
the design of the original state aid formula and concentrate their ef-
forts on financing this formula. It is time that we set out goals for

public education in this state and then, through a state and local

partnership, make sure that these goals are attained.



ENDNOTE

lSchool Laws of.Oklahoma 1980, Section 295, p. 189.
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