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\ ABSTRACT
' X

The purpose of the study was to determine the fiscal equalization effects of thé
Equity Grant, introduced by the Alberta Department of Education (hereafter referred to
as Alberta‘ Education) in 1985. That is, to what extent the Equity Grant contributed to
the improvement of educational funding to less wealthy Alberta school jurisdictions.

The study addressed two problems, the first problem was to determine thevfiscal
equalization eftects of overall provincial and local funding to school jurisdictions for the
years 1981 through 1985. The second problem'and the focal point of the study was to
determine to what extent the new 1985 Equity Grant improved funding to less wealthy
jurisdictions in cdmparison to the Alberta Education fiscal equalization grants for the
period 1981 to 1984. ‘iL \

Alberta school jurisdictions were divided igtaten groupings based on the form of
governance (eg., Counties, Public School Districts), and to urban or rural location (eg.,
Large Cities, Towns and Villages). Data were made available from Alberta Education in
machine-readable form. The measures of wealth used for the analysis were adjusted
equalized assessment for 1981 to 1985 and average private household income for
1981. Three measures of dispersion, the Gini coefficient, the coefficient of variation and
weighted per pupil dollar inputs, and one measure of relationship, the correlation
coefficient, were employed in the énaiysis.

In relation to the first problem the study found that the long-term increase in the
proportion of local funding to education was a growing force for fiscal disequalization due
to the associated stri)ng wealth correlations between local funding and jurisdiction‘

wealth. The study results for the second problem indicated that the new Equity Grant, it
- b

iv



applied without save-harmiess provisions, would produce improved fiscal equall‘zation
effects for all échool jurisdiction gr;)upings. In addition, the study revealed that using
pers(onalincome as a measure of wealth may be a vi_éble altemative Jo assessed value of
property for the purposé of exaciing the local education tax. . ?‘}
The study concluded with t reéommendaﬁon that Alberta Education consider the
possibility of adopting the analysis employed in the study as a conceptual framework for

the on-going evaluation of the fiscal equalization effects of the Equity Grant.
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CHAPTER 1

INTRODUCTION TO THE STUDY

A major goal of the Alberta Department of Education in distributing funding to
school jurisdictions is to promoté equality of educational opportunity for students
attending elementary and secondary schools throughout the province. Beginning in
1973, the Alberta Department of Education, hereatter referred to by it's formal name of
Alberta Education, made a total of eight grants available to Alberta school jurisdictions.
The grants were meant to compensate for differing fiscal capacities and for factors
affecting the per-pupil cost of education in each jurisdiction. In 1985, as a part of the
new Alberta Education Management and Finange Plan (Alberta Education, 1984) these
fiscal equalization grants were replaced by a single.three-‘g‘orhponent Equity Grant. The
term Equity Grant has been used by Alberta Education to distinguish the new grant '

format from the previous fiscal equalization grants.

PURPOSE OF THE STUDY

The primary purpose of the study was to determine to what extent the 1985 Equity
Grant increased school funding to less wealthy Alberta school jurisdictions in
coimparison to the fiscal equalization\grants of preceding years. In order fo establish a
basis for the analysis, the provincial, the local, and the combined provingial and local
per pupil school funding available to various categories of school jurisdiction were

compared for the period 1981 to 1985.



SIGNIFICANCE OF THE STUDY

The Report of the Minister's Task Force on School Finance, entitied Financing
$chooling in Alberta (Alberta Education, 1982), recommended that seven principles
govern the financing of schooling. Principle One of the report is referred to as

"Educational Equality and Financial Equity” and states that

An Alberta school finance plan should have as its prime objectives:

a. the equalization of educational opportunity, and
b. fiscal equalization, insofar as it is compatible
with equalization of educational opportunity.
(Alberta Education,1982:9)

The report goes on to define the two concepts as follows: \

...equalization of educational opportunity,’ refers to the
concept that each child should have access to an instructional
" program suitable to his or her learning potential; and that

instructional programs should be of similar quality and depth
from one school system to the next. '
...fiscal equalization,’ implies that provincial funding policies
must take into account the ability of the local jurisdiction to
raise revenue for services, and the relative cost of providing
the services to the jurisdiction.

(Alberta Education, 1982:9)

In order to address those conditions, most educational finance plans have three

components which are:

minimum aid, equalization aid, and categorical aid.
‘Minimum aid," an adequate foundation level' of funding
distributed to school systems on a common unit of need
(such as per pupil), is intended to provide a minimum level
of schooling for all students. 'Equalization aid' and
‘categorical aid' refer to additional, differentiated

financial support which is based on special factors such as
variations in local wealth or the number of handicapped



puplls living in a jurisdiction.
( : (Alberta Education,1982:9)

The Alberta Education funding structure addresses these three components with

ious grants. The School Foundation Program Fund (SFPF) is the source of grants

e

addii'I funding to school jurisdictions to compensate for shortcomings in local wealth
( e.g., Small Jurisdiction Grants, Small School Grants). Regular and Special Education
Program Grants provide categorical aid for instructional programs which vary from
jurisdiction to juﬁédiction based on stent need (e.g., English as a Second Language,

_ Vocational Education).

The introduction of the Equity Grant by Alberta Education in 1985 marked a major
change in the criteria governing the distribution of the former Fiscal Equalization
Grants. As a result of the recommendations arising from the Alberta Education School
Grant Simplification Deregulation Project (Alberta Education, 1984), eight fiscal
equalization grants were coalesced into a single, three-component Equity Grant. The
grant was based on three factors -- school jurisdiction fiscal capacity, sparsity of
population and distance from major supply centres.

The education finance literature reveals a strong interest in the equalization of
school funding in both Canada and in the United States. Numerous studies have been.
concerned with the measurement of the fiscal equalization effects of the government
funding »f schools. Deiseach (1974) and Jefferson (1982) completed doctoral
dissertaticns at the University of Alberta measuring the fiscal equalization effects of

Alberta Education funding to school jurisdictions. A major component of the Jefferson



°

study was the measurement of the fiscal equalization etfects of the Alberta Ecucation
Fiscal Equalization Grants for the years 1975 through 1980. For purposes of extending
the analysis, this study begins with the 1981 school year and, where appropriate,

' employs“simlla'rwproblem statements but a somewhat different methodology to those
found in the Jefferson study.

The measurement of fiscal equalization effects i based on the relationship between
school funding and the relative wealth ot school jurisdictions. The measurement used in
the present study and the one most frequently employed to estabiish the wealth of school
jurisdictions is assessed value of property. Both the local supplementary requisition
and the Alberta Government compulsory levy on non-residential property employ
property assessment as the wealth measure. The teasibility of using personal income,
often cited as an alternate wealth measure to property assessment (McMahon,
1977.363, Odden, 1978), was also explored in this study.

To the knowledge of the author, the new Equity Grant has not been subjected by
Alberta Education, nor by any individual or agency, to the fiscal equalization analysis
conducted in this study. The findings of this study may provide the basis for speculation
on the not yet stated directions which will be taken by Alberta Education with respect to
fiscal equalization funding. For instance, the removal of the former grants related to
smallness (i.e., Small School Assistance Grants and Small Jurisdiction Grants) may be
the signal of a change of attitude with respect to the viability of small school
jurisdictions. The study may facilitate the development of an analytical framework to be
used for an on-going review of the fiscal equalization effects of Alberta Education

funding of Alberta schools.



STATEMENT OF THE PROBLEMS

Two problems were Identified for the study. The first problem was to determine the
tiscal equalization effects of provincial and local funding to school jurisdictions for the
years 1981 through 1985. As stated above, this part of the study was meant to be a
follow-up to the research conducted by Jefferson {1982). The second problem and the
focal p@int of the study was to determine the fiscal equalization effects of the 1981 to
1984 aggregated fiscal equalization grants and the 1985 Equity Grant. In both prablems
1 and 2, the fiscal equalization effects of funding based on the wealth measures
ofproperty assessment and personal income were compared for the year for which
income data were available, that is, the census year 1981. The property assessment

measure adopted for all years of theshidy was adjusted equalized assessinent per pupil.

-

The personal income measure used for 1981 was average private househoid income.

The problems are as follows:

Problem 1: What were the fiscal equalization effects of provincial and
local funding of Alberta school jurisdictions for the period
1981 through 1985?

Sub-problem 1.1: What was the distribution of provincial funds to
Alberta school jurisdictions in relation to
adjusted equalized assessment per pupil and
to average private householid income?

Sub-problem 1.2: What was the distribution of local funds to
Alberta school jurisdictions in relation to
adjusted equalized assessment per pupil and
to average private household income?

Sub-problem 1.3: What was the distribution of combined provincial
and local funds to Alberta school jurisdictions in
relation to adjusted equalized assessment per
pupil and to average private household income?



Problem 2: What were the fiscal equalization effects of the Alberta
Education Equity Grant introduced In 19852

Sub-problem 2.1: What was the distribution of aggregated fiscal
equalization grants for the years 4981 through
1984, and the 1985 Equity Grant to Alberta
school jurisdictions Iin terms of mills of tax
relief per school jurisdiction?

Sub-problem 2.2: What was the distribution of aggregated fiscal
equalization grants for the years 1981 through
1984, and the 1985 Equity Grant to Alberta
school jurisdictions in relation to adjusted
equalized assessment per pupil and to average
private household income?

Sub-problem 2.3: What was the potential distribution of the 1985
Equity Grant to Alberta school jurisdictions in

relation to adjusted equalized assessment per
pupil?

DEFINITIONS

The following list of definitions is restricted to those terms which are open to
subjective interpretation or which have a specific denotation within the context of
school finance in the province of Alberta.

Adjusted Equalized Assessme@t: is the sum of equalized assessment and electrical
power and pipeline tax revenue collected by Counties, Municipal Districts,
Improvement Districts and Spgcial Areas in Alberta.

. "
Average Private Household Income: refers to the total income of all members of a

~

private household where the members are not necessarily related.
Equalization Aid: is provincial funding to school jurisdictions meant to compensate

for variations in local wealth, for example, the Equity Grant.

-



Categorical Ald: is provinclal tunding to school jurisdictions in support of specific
local needs, for example, English as a Second Language grants.

Equalized Assessment: "An assessment based on live assessment but determined by
the province's Assessment Equalization Board in order to establish comparability
through reflecting reasonably current property values and construction costs
among municipalities which have not madeilive assessment valuations w.ithin the
same year (Albena'Education, 1981:181)." Live assessment is defined below

Equalization of Educational Opportunity: "refers to the concept that each child
should have access to an instructional program suitabie to his or her learning ~
potential, and that instructional programs should be of similar quality and depth
trom one school system to the next (Alberta Education, 1982:9)."

Equity Grant: refers to an Alberta Education grant to school jurisdictions introduced
in 1985 that is meant to compensate for conditions that result in education-related’
inequalities that are beyond the control of school junsdictions. The criteria tor
awarding Equity Grants to school jurisdictions are fiscal capacity. based on
jurisdiction equalized assessment per pupil, spargity of jurisdiction population
and distance from major supply centres. The formula for deriving the1985 Eguity

Grant for each school jurisdiction was as follows (Alberta Education, 1985):

1. Fiscal Capacity = (31067 x RP) - .019 (EA + EPPL x 1000)
NMR

It NMR < 19.0 then multiply the above by NMB
19.0

2. Sparsity = $100.74 x (SPARS - 0.490) x RP
3. Distance = $0.170 x (DIST - 40.0) x RP

4. 1985 Equity Entitlement = (1+2+3) (If negative, the amount is zero)



5. 1984 Grants Received = Sum of 1984 Fiswl‘xEqualization Grants-
6. 1985 Equity Grant = aIf (4)< (5) then the greater of (4) or 0.80 x (5)
_ b. If @)2 (5) then the lesser of (4) or 1.20 x (5)
'RP = Resident Pugil Count as of September 30, 1984
EA = 1984 Equalized Assessment

EPPL = 1984 Amount of Electric Power and Pipeline Tax Collected from Countiés,
Municipal Districts, Improvement Districts and Special Areas

NMR = Net Mill Rate = [1984 Supplementary Requisition - EPPL x 1000]
‘ EA _

/' AREA = Number of Square Miles in Schoal Jurisdiction
SPARS = AREA of School Jurisfjiction divided by Resident Pupil Count (RP)
DIST = Distanbe in kilometres from School Jurisdiction Office to the nearest of
) / Edmonton, Calgary, Red Deer, Medicine Hat or Lethbridge
Fiscal eq;alization:_ is "the existence of &n inverse relationship between the
amount gf provincial grant money distributed to school jurisdictions and the
: jurisdictihon's wealth, both treated on a per pupil basis (Je'ffersom 983:176)."
Fiscal Equalization Effect: is the statistically m\easurable influence of a
. specific fo,;m of /edﬁcational funding upon the relationsr.fip between overall school
jurisdiction funding and wealth.

Fiscal Equalization Grants: were eight Alberta Education grahts to schoo!l -
jurisdictions so named and given prior to 1985. The grants were the
Supplementary Requisition Equalization Grant, the Small Jurisdiction Grant, the
Small School Assistance Grant, the Declining Enroiment Crant, the Private School
Opening Grant, the Incremental Grant, the Corporate Assessment Grant and the

Location Allowance.

LaunY



Fiscal Neutrality: for purposes of this study, implies that the educational services
provided by a school jurisdiction are not related to the jurisdiction's ability to péy,
based on assessment per pupil or per capita income.

Horizontal Equity: is the economic principle of equal treatment of equals .

Live Assessment: "Live, or taxable, assessments are used by municipalities to
determine the taxes to be paid by each property owner (Nichols, 1981: 100)."

School Foundation Program Fund: "Each schdol jurisdiction qualifies for a flat pér
pupil amount for every student enrolled in its schools. This instruction grant
am‘ount does not vary across the province and bears no relation to relative local
~ealth of the school jurisdiction (Albéﬂ‘a' Eduéaﬁon, 1982:16)."

ool Grants Regulations: are Alberta Education regulations governing the
distribution of "equaliiétidn aid" and "catégorical aid" grants to school
jurisdictions.

Supplementary Requisition: "Supplementary requisitions compriée the local
tax revenues derived by school boards to cover expenditureé not fundec} by other
sources of revenue (Nichols, 1981:99)."

Vertical Equity: is the economic principle of unequal treatment of unequalis. .

Wealth: for purposes of this study, refefs to a school jurisdiction's ability to pay .
Wealth is measured by per capita income or by assessed valuation per pupil and

was considered, in this study, to be synonymous with the “fiscal capacity" factor

employed in the Equity Grant formula.
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DELIMITATIONS

| The study was delimited to operatihg Alberta school jurisdictldhs and exduded
private schools and jurisdictions funded under the Federal Departments of *ce
Indian Affairs. Only the years 1981 to 1985 were examined for the fiscal equallzatuon
effects of provmcual and local educational funding to Alberta school jurisdictions. This
time period was adopted because a similar study by Jefferson (1982) dealt with a time
period which concluded with 1980 and because 1985 was\the introductory year of the
new Equity Grant and the most current year for which machine-readable funding data
were available from Alberta Education at the time of conducting the study.

-

LIMITATIONS

. The use of personal income as a measure of jurisdiction Wealth was delimited by the
availability of reliable income data to a cross-sectional analysis for the census year
1981. Personal income data weré available for Counties and for most city, town énd

-village School Districts but the analysis was limited to 17 of the 30 School Divisions
which were coterminous with the Municipat Districts used for census djvisions. The

scope of the study did not permit inter-provincial or international comparisons with

respect to the fiscal.equaliza"tion effects of government and local educational funding.

ORGANIZATION OF THE DISSERTATION

— —_

The dissertation is composed of five chapters. This first chapter contains the
| 3



purpose, significance, limitations, delimitations, relevant definitions and a statement of
the probléms dealt with in the study. Chapter 2, which is the review of the Iiteratu#e,
defines the concept of equity within the context of school funding, explains the statistical
techniques commonly used in fiscal equalization studies, describes similar studies
conducted in Canada and the United States, and reviews the Alberta situation with respect
to equity-related school funding. Chapter 3 describes the purpose of the study, the
population under scrutiny. the data sources and the statistical procef

res utilized in

conducting the study. The findings of the data analyses are reported in Chapter 4. In

. - . /. :
Chapter 5, the findings of the study are summarized and conclusions are drawn in

relation to the analysis of the study problems. The chapter concludes with a discussion of

the implications arising from the study for theory, for further research and for

practice in relation to school jurisdiction funding in Alberta.



CHAPTER 2

REVIEW OF RELATED LITERATURE

The review of related literature is composed of four sections. First, the various
dimensions of the concept of equity, within the context of school funding, are reviéwed.
The second section explores the applications and relative merits of those statistical
techniques which are most commonly employed in the measurement of fiscal
equalization effects. The third section briefly reviews those studies conducted recently iﬁ
Canada and the United States that are concerned with the fiscal equalization effects of
state and provincial educational funding. The final section examines the past and current
fiscal equalization initiatives undertaken in support of elementary and secondary
education in Alberta and comments on the concept of local autonomy in educational

de - “™-making.

EQUITY IN SCHOOL FINANCE

A review of the extensive literature related to equity in school finance revealed a
variety of approaches to this topic. Equity is, of course, a concept that is usually
addressed from a philosophical perspective. The philosophical underpinnings of the
concept of equity are therefore briefly examined within the context of education finance.
More than one author has attempted to establish a conceptual framework that would
define the relatiénship among those who should receive equitable treatmeﬁt, the
educational resources that should be made equitable, the principles that should govern

3
appropriate distribution of resources, and the ways in which equity should be measured. -
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A four-part framework addressing the above isstes in the form of the questions Who?
What? How? and How much? is advocated by Berne and Stiefel (1979, 1984). Itis
adopted here as an aid to conceptualizing equity in schooi finance.

Philosophical Equity

Within the context of educational finance most authors do not qle@y distinguish
between equity and equality. Alexander (1982) however, points out the phllosophucal
basis for the concept of equity and proposes a four-step equity hierarchy for educational
finance. Alexander (1982:194) maintains that "equity in ifs broadest sense
encompasses justice, equality, humanity, morality and right.” He (1982:195) goes on

to observe that

equity is more than equality . Like justice, it is abstract and less susceptible to
definition. Equality, on the other hand, as a general standard conveys an element
of prescription and measurability. While justice may be commonly defined as
giving everyone his due, the term "equality” more specifically refers to
division, partition, and redistribution.

Bezeau (1977:219) boints out that some authors "see equality as an easily measurable
mathematical concept. Complete equality among pupils can be achieved if they have equal
amounts of the resources that matter.” Bezeau (1977:219) goes on to observe that
"equity requires that the distribution of resources be fair and just in some sense. This |
concept clearly depends on important value judgements about what constitutes justice in

.asociety." Other authors are less convinced that equity can be adequately defined within

the context of educational funding. Jordan and McKeown (1980:124) maintain that

N

In the absence of a uniformly accepted definition of the concept of equity
as related to the funding of education, one is left with the contention that
oquity is the dream of the idealist, a term so complex that it defies a
singular description.
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Undeterred by such reservations, Alexander (1982) developed a hierarchy of
philosophical equity for educational funding composed of the following categories:
1. Commutative equity
2. Distributive equity or equal distribution
3. Restitution ‘
4. Positivism
At the lowest level of Alexander's equity hierarchy is commutative equity which "would
simply be an exchange of resources which are indifferent to considerations of equality,
educational need, initial endowments, etc.” (Alexander, 1982:210). A provincial
system of school finance based entirely on local funding would demonstrate commutative
equity. Distributive equity, on the second level of the hierarchy, éssumes that the
province or state is responsible for school funding and that all local school jurisdictions
receive the same per pupil funding. However, each jurisdiction is responsibie for the
quality of educational services provided. "The state here is not primarily concerned with
the uniformity of services, efficiency of operation, or thoroughness of the educational
program” (Alexander, 1982:211). Restitution is the third level of philosophical equity.
Alexander (1982:212) states that
Restitution requires the state to mitigate fiscal inequalities created by
diseconomies of scale of schools or school districts, cost variations in
delivering comparable educational services, and adjustments for effort
disparities among school districts.
Restitutionary equity requires that the province or state compensate for the fiscal
shortcomings of school jurisdictions but not for variations in the educational needs of
students. Positivism, attributed to John Rawls (1977), on the other hand, promotes the

unequal distribution of educational funding if the purpose is to benefit those students who
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are least favoured. Further to this, Alexander (1982:197) states the following in
defining positivism:
That is, any initial disadvantage, regardless of reason—innate physical
or mental condition, cultural incapacity, social or economic deprivation--
may be justifiably mitigated by the state through its redistributive process:
Alexahder's four-part hierarchy of philosophical equity provides a conceptual
framework for examining the equity implications of different approaches to provincial
"and state educational funding to school jurisdictions. A more comprehensive framework
is requirdd, however, in order to capture the remaining equity-related school finance
concepts.
An Overall Conceptual Framework for Equity in School Finance
There is a variety of approaches to conceptualizing equity in school finance. Berne
and Stiefel (1984:7) provide a simple but comprehensive conceptual framework which
is based on the following four questions:
1. Who? What is the> makeup of the groups for which school finance systems
should be equitable?

2. What? What services, resources,. or, more genezally, ob}e‘cts should be
distributed fairly among members of the groups?

-~ " What principles should be used to determine whether a particular
% "~ is equitable?

4 o /hat quantitative measures should be used to assess the
. . -yf)

What fc"lom‘wnation of the concepts related to each of the above four
questions The review draws on the work of a number of authors in the field of

educational finance.
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Equity for whom? The two groups that are usually subject to scrutiny are the
students who are the recipients of educational services, and the taxpayers who, either
directly or indirectly, pay for the services provided by the school system. Berne and
Stiefel (1984:8) posit that equity is important for students for two major reasons
which are as follows:

First, education is viewed as an investment in an individual child's future.
In order to make the distribution of future life-status equitable, attention
must be paid to the way curent services are provided. A second rationale
for the specification of children as a group depends, not on the effect that
the quality of education has on future status, but rather on a concern for
the experiences of the child in the present. A large part of a child's day is

spent in school; there is an argument for providing those educational
experiences in an equitable manner.

Further to this assertion, Lawton ( 1987:109) states the following:

... équity remains the paramount issue that attracts public interest and

support. The underdog, it seems, has a special position in our hearts, and

it seems untair for one child, because of chance, to have access 10 a better

public education than another.
Berne and Stiefel (1984:8) go on to state that equity for taxpayers is important because
"equity in school finance also applies to those who pay for education services." However,
the equity target for provincial and state school funding, and certainly for studies of the
equity impact of funding, is invariably the student. The focus of this literature review
will therefore be on equity for the student, usually referred to as "child equity.”

Equity of what? Berne and Stiefel (1 984:8) divide the objects that are to be

distributed among students into three general categories, which are: inputs, outputs and

outcomes. In addition, other authors have expressed some reservations about and offered

alternative objects related to student equity which fall within the scope of the input-
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output model proposed by Berme and Stiefel.

Schooling inputs are the basic re.souroes required for education. Berne and Stiefel
(1979:111) indicate, "there are a number of ways t0 specity inputs: actual dollars
(revenues or expenditures), price adjusted dollars, or physical resources (teachers and
books)" . In addition, both Nwaguogu (1984:69) and Rossmiller (1987:562) point to
student equality of access to schooling as another input-related concern. A further
intriguing variation, cited by Rossmiller (1987:563), is referred to\as "third
generation equity issues.”

The third generation equity issues are characterized by a focus on educational
processes rather than being concerned exclusively with educational inputs.
Equality of educational opportunity is viewed in terms of the use of school time,
the quality of teaching, course content, classroom grouping practices, etc.

Schooling outputs are “those qualities, characteristics and skills that are developed
through the schooling process” (Berne and Stiefel, 1979:111). The equitable
distribution of schooling outputs may be determined by §uch indicators as student
achievement test scores, subject area mastety or high school graduation. Schooling
outcomes also pertain to long term achievement results for students. Nwaguogfj
(1984:70) refers to "equalizing educational effect on life's chances," while Berne and
Stiefel (1984:12) suggest "that lifetime outcomes such as income, occupational status,
personal satisfaction, ability to compete in the labour market, or status in life should be
the objeE:t of interest."

Despite the general acceptance of schooling inputs, outputs and outcomes as
approg-iate objects for equitable distribution, only schooling inputs, specifically dollar
revenues and expenditures, are easily measurable. Berne and Stiefel (1984:12) state

that "outpu’s are likely to encounter more measurement problems and are less

—
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controllable than inputs.” Rossmiller (1987:564) maintains that

AR

mconpmdtyotthndwawMandourlackdlvnModge
conceming precise reiationships between inputs, processes and outputs,

demonstrate that it is not feasible to define equality of educational
opportunity in terms of outcomes for individual students.
In reviewing judicial decisions in the United States related to the concept of equity in
school tinance, Jordan and McKeown (1980: 116) found that "equity has been
interpreted in terms of equal levels of fiscal resources rather than equality of
/&Ocational process or outcome.” The following further exploration of a conceptual
’ framework for equity in school finance wilktherefore assume that schooling inputs are
the only object for distribution to students that can be reliably measured.

What equity principles? An equity principle or principles must be applied in
order to determine whether, for instance, schooling inputs are distributed in an
equitable anner. Berne and Stiefel (1984:12) maintain that most equity principles can
be incorporated under the following three concepts:

1. Horizontal equity or equal treatment of equals
2. Vertical equity or unequal treatment of unequals

3. Equal opportunity
In an address to Alberta educators, Atherton (1985:7) defined horizontal equity as
follows:
In the horizontal approach to the attainment of educational opportunity,
the emphasis is placed on equality in the &«ision of inputs. It assumes
by providing each student or group of students with the same quantity of

fiscal resources all students will be guaranteed an equal educational
opportunity.

A relatively simple source of inequity in North American education continues to be
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difterences in per pupil expenditure among school jurisdictions. Where like students are
not funded equally, the principle of horizontal equity is violated.

Students are not alike however; some have special needs due to various
disadvantages. Therefore, in order to function in a school setting, some uniike students
must be treated unequally, usually by receiving additional services. Atherton (1985:7)
explained the concept of vertical equity in the following manner:

In the vertical approach to the attainment of educational opportunity

the emphasis is shifted to the output side. Whereas the assumption in

the horizontal approach is that needs are the same, the assumptions of

the veftical equity approach are that needs are different. The vertical

approach entails the view that because needs are different, different

amounts of money are necessary to provide equal opportunities to learn

ango provide equality of educational outputsy AN

\
}

Berne and Stiefel (1984:13) warn that applying the principle of vertical equity to
school funding is subject to some reservations in that "both the identification of
legitimate’ differences among children and the selection of the nature and extent of the
appropriate treatment must be made; these choices are based largely on values.” In
addition to treating child-based differences. such as physical handicaps, school-based
programs such as English as a second language, or the regional problems faced by fow-
" wealth school districts may also be subject to appropriate compensatory treatment in
the interests of promoting vertical equity.

The principle of equal opportunity is best defined from a negative perspective.
Berne and Stiefel (1984:17) posit that "there should not be differences according to
chararteristics that are considered illegitimate, such as property wealth per pupil,

househald income, fiscal capacity, or sex.” In commenting on the principle of equal

opportunity in relation to education finance reforms in the United States, Odden
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(1982:314) states that
In addition to recognizing differences among students and districts that
require appropriately unequal treatment, recent school finance reforms
‘alsa have sought to reduce the role of factors that should not be related to
spending differentials. In particular, new school aid programs have sought

to eliminate the links between equal educational opportunity and local
district wealth and income, i.e., to create "fiscally neutral” school finance

systems. /
Within the context of school finance, the equal opportunity principle requires that the
quality of education should not be a function of local wealth; this concept is usually
referred to as fiscal or wealth neutrality. In commenting on the concept of fiscal
neutrality, Coons (1980:131) makes the following claim:

Dollars for a child's education may not be made to ditfer according to the

presence in his district of oil wells or shopping centers. Why such a rule?

Because the proximity of oil wells is irrelevant to both the child's needs
and to any other legitimate policy goal of education.

Discussion

In reviewing the four-part conceptual framework utilized in the foregoing
discussion of equity in school finance, the following observations seem pertinent. in
answering the question "Equity for whom?" it is apparent that equity for the child,
rather than the taxpayer is the primary concern. The question "Equity of what?" reveals
that inputs, rather than outputs or outcomes are the only viable objects, given current
research techniques. Of the three equity principles related to school finance, horizontal
equity is the most easily achieved, while vertical equity has become the primary focus of
equity-related concerns. Vertical equity will likely continue to be the subject of
controversy due to the necessarily subjective manner in which differences are identified

and treated. The principle of equal opportunity is widely accepted across North America.
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However, achieving equal opportunity through promoting fiscal neutrality in school
finance will continue to be subject to barriers due to the utilization of property taxes
for a significant portion of school funding. Although it is the fourth part of the Berne an
Stietel conceptual framework for school finance outlined above, measuring the degree of
child equity achieved through dollar inputs is the subject of the next major section of the

literature review
MEASURING EQUITY IN SCHOOL FINANCE

There are numerous statistical measures employed in assessing the degree of equity
achiefed within the context of the three school finance-related equity principies. T'he
level of horifc.)ntal and vertical equity is determined by using.statistical measures of
dispersion that usually analyse the per pupil education revenues provided in school
jurisdictions or groups of schoot jurisdictions. In comparing the relative equality of
opportunity for students in school jurisdictions under scrutiny, statistical measures of
relationship are employed, usually to establish the degree of correlation between per
pupil educational revenues and per pupil property weaith. The measures most often
utilized in child equity studies are reviewed here as well as the principles which govern
the interpretation of the findings in equity analysis studigs.

Defining Measurement Terminology and Principles

Prior to discussing the statistical measures of equity in school finance, there are
some measurement-relateg terms and principles that require some explanation. It s
necessary to elaborate on the origin and the current usage of the term “fiscal

equalization." In addition, the principles which govern the interpretation of the results
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6f dispersion and relationshlp measures and the variables usually employed in financial

"equlty studies are reviewed . o

The concept "ﬁscal equalizatlon appears to have been used originally to refer to the
provision of funding to school jursidictions such that all students in a state or province
would recsive Pe same advantages (Jordan and McKeown, 1980:99), which is an
expression of horizontal equity. The current meaning lof the concept fiscal equal ization

fappears to encompass both horizontal and vertical equity, depending on the frame of
reference. Two recent Alberta studies (Jefferson, 1982, Milne,1982) used the term to
refer to the achievemeng of vertical equity. The Alberta Education report of the
Minister's Task Force on School Finance (1982:9) states that
¢ ..'iscal equalization,' implies thet provincial f-unding policies
must take into account the ability of the local jurisdiction to
raise revenue for services, and the relative cost of providing
the services to the jurisdiction,
which appears to -refer to compensating less wealthy sehool jursidictions with provincial
funds, which would be an expression of vertical equityﬂ.v Therefore, in this study the term
fiscal equalization denotes ihe ex!er%t to which government school funding practices
ﬁimprove vertical equity among school jurisdictions.

Three principles which are fundamental to the measurement of equity in school
funding are “fiscal neutrality", the "Pigou-Dalton" condition and the “pareto-optimal”
criterien. Perhaps the m‘ost familiar of equity measurement principles is that of fiscal
neutrality, which is mentioned briefly in the ebo;/e diecussion of the concept equal
opporfur_wity. Carroll (1982:243) maintains that "a school finance system is fiscally

neutral if differences among districts' per-pupil revenues are independent of their

abilities to pay." Ther,efore,’ as Goertz (1983:481) points out, "two districts‘which levy



the same prOperty tax rate should recsive identical pegpupil revenues through
combined state aid and local taxes, regardless of wealth.” Bezeau (1979:134) vposits that
the most basic concept underlying the measurement of mequahty in school finance is the
principle of transfers or the Pigou-Dalton condltion The pr/mcnple of transfers requires
that "if a transfer of per pupil expenditures takes place ﬁ'om a board to a poorer board
the measure of inequality must be reduced provided that the transfer is not so great to
reverse or m.than reverse the board's relative per pupil expenditure positions." Tne
pareto optimal criteriqn governs the redistribution of government funds to school
jurisdictions. Jordan and McKeown (1980:88) explain that

In evaluating societal preferences and changes in total satisfaction of

individuals, the general consensus appears to be that any change benefiting

at least one person without harming others increases satisfaction. An

optimum is attained when no further changes of this type can occur; this
is called the "pareto optimal” criterion. -

Within the context of school finance pareto optimality is difficult to realize because the
redistribution of fun:iing from weaithy to less wealthy school jurisdictiéns on o:her than
a very small scale is likely to be politically unfeasnble Consequently, pareto optimality
‘would most likely be achieved to the benélt of less wealthy school jurisdictions only
when total government funding is increased so that no jurisdiction would.lose.

The variables employed in fiscal equalization studies aré surprisingly few. The
dependent variables are provincial and local revenue or expenditure per pupil. The pupﬁ
count can be taken in a variety of ways such as resident pupils, as in_‘ Alberta, or average

pdaily member$hip (ADM), as in many states (Garms, 1979:419).'|ndependent variables

can be divided into three categories which are those based on variations in wealth and

effort, on variations in educational need and on vanatlons in cost (Garms, 1979 419).

k3



24

Jurisdiction wealth is measured by equalized property valuation (assessment) per
pupil, but some appropyiate heasure of per capita income may also be employed where
such data are available. Jurisdiction tax effort is the tax rate (mill rate), based on the
equalized assessed valuation that is required to raise the necessary share of educational
 funding (supplementary requisition) from the local tax base. Variations in educational
need usﬁally involve the development of pupil weighting criteria for students requiring
special education services, such as the physically or mentally handicapped or some other
. form of compensatory or enriched education, such as English as a seoqnd language or
bilingual programs. Variations in educational costs may be based on such criteria as
jurisdiction size, sparsity of population (Johns, 1975) or distance from major
population centres. With the terminology and principles of measurement clarified, an
examination of the two types of statistical measures, those of dispersion and those of
relationship may proceéd.
Measures of Dispersion
ﬁ Measures of dispersion are employed in assessing both horizontal and vertical
equity.#Hill and King (1981:128) dfvide measures of fiscal equalization into two broad
categories which are "general purpose statistical measures, reflecting central tendenc\;
and dispersion; and special purpose measures (or inequality indices), usually derived
from or with regard to a social welfare function.” The general purpose measures that are
reviewed here are ranges, the relative mean deviation, variance, and the coefficient of
variatioq._ The social welfare-based measures considered are McLoone's permissable
variance index, the Gini coefficient, ,Atkinson’s index, and fheil’s measure.
Ranges. The range is simply a measure of the difference between the highest and

the lowest values of a distribution and is probably one of the most commonly employed
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measures of equality. Bezeau (1979:135) maintains that "from theoretical and
empirical points of view it is one of the least acceptable.” Bezeau goes on to point out that
the range "violates the principle of transfers since transfers have no effect on the range‘
if they occur withfn the highest and lowest per pupil revenue values.” Garms et al
(1978:318) observes that "since it measures only the two ca& the most extrer'n

ones, it often gives a false impression.” In order to compensaté somewhat for the
shortcomings of the range, the restricted range and the federal range ratio may be
employed. The restricted range is the difference in absolute dollars between the per
pupil revenue or expenditure at the 5th and 95th perceﬁ!lles. The tederal range ratio is
the restricted range divided by the valve at the 5th percentile. Goertz (1983:477)
states that "botk of these measures are limited, however, in that they do not consider the
S percent of the pupils at the bottom and the top of the distribution, nor do they tell
anything about the distribution of expenditures within the restricted range."

Relative Mean Deviétion. Mark and Carruthers (1982:194) maintain that by
measuring deviations around the mean "one can identify where in the distribution of '
district expenditures improvements or fegressions are occurring.” Hill and King
(1981:128) state that the relative mean deviation "is obtained by dividing the absolute
mean deviation by the mean" and go on to observe (1981:134) that the "relative mean
deviation has some desirable characteristics, but violates the Pigou-Dalton condition -
if the transfer does not cross the mean, it is not registered.”

Variance. Variance and the standard deviation are common statistical measures
which are also concerned with deviations around the mean. Hill and King (1981:134)

posit that variance and standard deviation have some advantages. For instance, they

contorm to the principle of transters "but fall down due to their dependence on the mean

/



and the units of measurs, effectively limiting their usefulness as they cannot be
ordinally ranked "

Coefﬂclent of Variation. The coefficient of variatlon is a very simple measure
It is the standard deviatnon divided by the mean, the quotient of which is often multiplied
by 100 so that it can be expressed as a percent. This measure conforms to the principle
of transfers, is unitless and is independent of the mean. Hill and King (1981:134) state
that the coefficient of variation is “the best variable by far of the statistical analysis
techniques."

McLoone's "Permissible Variance" Index. The McLoone index is the measure
of "the ratio of the actual sum of per-pupil objects below the median to the sum of the
per-pupil objects ghat would exist if each pupil below the median were at the median per
-pupil object (Berne and Stiefel, 1984:19)." This measure of fiscal equalization is
unique in that it is concerned only with school jurisdictions below the median withr
respect to revenue or expenditure on education which means that the top 50 percent of
school jurisdictions are ignored. The McLoone index, of course, violates the principle of ~
transfers. The underlying assumption is that equality is achieved when all school
systems in the lower 50 percent reach the median educational exbenditure. Hill and King
(1981:129) posit that permitting expenditures to vary in the top 50 percent of school
systems without restraint "would be most appropriate where the need to provide for
"lighthouse districts" - wealthier districts that spend more on pioneering techniques
- is widely accepted.”

The Gini Coefficient and the Lorenz Curve. "A Lorenz curve is a graphic
representation of the distribution of the cumulative proportion of wealth (or income)

associated with the cumulative proportion of population.” {Lows, 1984.83) The
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measurement technique, when appiied to educational revenue or expenditures, begins by
ranking school districts according to.per-pupil objects. On the horizontal axis, the
cumulative percentages of students are piotted from the least to the most wealihy
districts, that is, from 0 percent to 100 percent. On the vertical axis, the cumulative
percentages of per;pupil objects are plotfed, also from 0 percent to 100 percent. Figure

2.1 illustrates the Lorenz Curve. The diagonal " line of absolute equality”

Interpreting the Lorenz Curve

100
Cumulative %
Line of Absolute
of
Funding
0 Cumulative % of enrolment 100

Figure 2.1

represents equal per pupil objects for all school jurisdictions. The Lorenz curve can lie
above or below the line of absolute equality; the further the deviation from the &gonal,
the greater the inedlality. Bezeau (1979:142) and Hill and King (1981:129) maintain
that there are problems with the Lorenz curve; "it is of limited use for ordinal ranking

purposes. Lorenz curves often cross, making an unambiguous ranking of the crossing
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pair impossible.” The Gini coefficient, which is derived from the Lorenz curve, does not
suffer from the same limitations. Bezeau (1979:143) defines the Gini coefficient as an
index derived from “the area between the diagonal and the Lorenz curve [A] divided by
the triangular area [B] defined by the diagonal and the two axes. This ratio Clearly varies
between zero and one.” When the index is at 0.0, there is complete equality; at 1.0 there
is complete inequality. The Gini coefficient is one of the most frequently used measures
of fiscal equality. It has the advantages of being unitless, rankable, independent of the
mean and the population size and it obeys the principle of transfers (Bezeau, 1979:143,
Hill and King, 1981:132).

Atkinson's Index. The Atkinson index is a normative measure which is derived
from social welfare theory and was originally designed as a m;aasure related to personal
income. This social welfare-derived measure is highly complex and what follows is
admittedly an over-simplification (see Berne and Stiefel,1984:21-22). Bezeau
(1979:140) posits that "Atkinson's measure is €ssentially a comparison of the equally
distributed equivalent income with average income." The equally distributed averagev
income "is simply the income an individual needs to achieve the average level of welfare
in society (Bezeau, 1979:140)." The Atkinson measure employs a social welfare
fuhction,' individual utility functions and an index of aversion to inequality. In applying
the méasure to school finance, school jurisdiction per-pupil revenue or expenditure is
substituted for personal income. Fiscal equalization in school finance improves as the

"Ievel of the equally-distributed average revenue or expenditure per-pupil approaches
actual per-pupil revent:e or expenditure. The measure varies between 0.0, which is
perfect equality and 1.0, which is complete inequality. Apart from the difficulty of

comprehending this measure, Hill and King (1981:134) maintain that "Atkinson's index
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is vihually perfect. The only criterien it fa‘ﬂs to meet is its greatest strength -- the
- fact that it can be adjusted, based on various preferences, to weight whichever part of
the distribution is desired.”

Thell's "Entropy" Measure. The Theil measure is an adaptation from
information theory and physics. The concept of entropy, which is a measure of the
unavailable energy in a thermodynamic system, is applied to fiscal equalization. Bezeau
(1979:139) explains that "Theil's measure is essentially the expected information in
the distribution subtracted from the maximum possible expectéd information.” When
applied to per-pupil expenditure "the information content is based on each pupil's share
of the total expenditure and this is maximized when every pupil has an equal share
(Bezeau,1979:139)." In other words, reducing the "entropy” in financial support to
schools should result in a more equitable distribution of educational funding. Although
considered theoretically sound, Theil's measure has been criticized for being difficult to
understand (Mark and Carruthers, 1982:195, Berne and Stiefel,1984:21). The
measure does exhibit independence from the mean and the unit of measurement but Hill
and King (1981:134) find that Theil's measure "does suffer from dependence on the
sample size, ruining its ordinal rangng ability.”

Discussion

In examining the relative merits of measures of central tendency and dispersion and
the social welfare-based measures, those that appear to find the most favour are the
coefficient of variation, the Gini coefficient, and Atkinson's index.

Measures of Relationship
There are a number of measures of relationship used to assess equal opportunity or

wealth neutrality among school jurisdictions. Three of the more frequently employed
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measures are discussed here; the correlation coefficient, slopes and elasticities. The
correlation coefficient measures the degree of the linear relationship between two or
more variables and ranges from -1 to + . Jordan and McKeown (1980:96) observe that
"a correlation coefficient not only summarizes strength of association between two
variables but also compares the strength of the relationship. The closer to +1 or -1, the
stronger the relationship." Berne and Stiefel (1984:27) maintain that "as a measure of
equal opportunity, a correlation coefficient of 0 is indicative of perfect equity, and a
value of 1 signifies the most inequitable case." Berne and Stiefel (1984:28) go on to
state that "the simple correlation is a preferred measure of equal opportunity because it
records the direction of the relationship (positive or negative) as well as the strength.”
While the correlation coefficient is employed to assess the linear relationship
between two variables, slopes and elasticities are two wealth neutrality measures which
are used to assess the magnitude of the relationship. Slopes indicate the degree of change
in the dependent variable, such as per-pupil revenue, that is related to a one unit change
in the independent variable, such as school jurisdiction per-pupil assessed property
value. Berne and Stiefel (1984:28) give the following example:
with per-pupil objects measured in dollars and pcgupil property values
measured in thousands of dollars, a slope of 5 indi that every change in
assessgd value.of $1,000 per pupil is associated with a five dollar ?er-pupil
change in the object.
Berne and Stiefel (1984:29) go on to stafé that "in an equal-opportunity context a slope
of zero is equated with equity, and for positive slopes, the higher the value, the more
inequitable the relationship.” Elasticities also measure the magnitude of relationships
but employ percentage rather than the absolute unit changes used in determining slopes.

Berne and Stiefel (1984:29) illustrate the application of elasticities as follows:
LY
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Suppose an elasticity of .3 exists, with per-pupil objects and per-pupil

property values as the dependent and independent variables respectively.

This means that a1 percent change in per-pupil property values is

associated with a .3 percent change in per-pupil objects.
Berne and Stiefel (1984:29) go on to explain that "when used as an equal-opportunity
measure, an elasticity of zero is equitable, and inequity increases as the elasticity
incre'ases."'
Discussion

There are fewer measures of relationship utilized in fiscal equalization studies

than measures 6f‘dispersion. In perusing the literature, the most popular measure of
relationship used to assess equal opportunity or wealth neutrality is the correlation

coefficient.

FISCAL EQUALIZATION STUDIES |

v

A briet review of recent studies conducted in both Canada and the United States
serves to illustrate the scope of current research related to the fiscal equalization
effects of provincial and state educational funding of basic education. The review outlines
only the purpose and measurement techniques of each study and does not report findings.
This section concludes with some observations about the differences between Canadian
and U.S. approaches to fiscal equalization.

Canadian Studies
Fiscal equalization studies conducted in Alberta, Ontario, British Columbia and
Atlantic Canada are briefly summarized here. Due to their relevance to this study, the

- Alberta studies are reviewed in more detail than are the studies conducted in other

-
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provinces.

In 1982, Jefferson assessed the fiscal equalization effects of provincial education
tunding to school jurisdictions in Alberta. The study was divided into two parts; the first
part used the coefficient of variation and the Gini coefficient to assess the equalization
effects of Alberta government funding to school jurisdictions for the years 1975 to
1980. In the second part of the study the above statistical techniques were employed
again to measure the potential fiscal equalization effects of using hypothetical power
equalizing and percentage equalizing funding mechanisms for provincial funding for the
same years. In reporting the results of the study, school jurisdictions were placed in
four groups which were Divisions, Counties, Public School Districts and Roman Catholic
Separate School Districts.

The fiscal equalization effects of the Alberta Education School Supplementary
Requisition Equalization Grant (SREG) for the year 1979 was the subject of a study by
Milne (1982). The study also examined the hypothetical equalization effects of
substituting a percentage-equalizing grant formulation for the SREG formulation. In
addition, results were rep@ed both with and without a save harmless or "grandfather"
limit on the SREG grant. School jurisdictions were divided into seven groups -- Rural,
Large Urban, Other Major Urbast; Total Urban, Public Districts, Roman Catholic
Separate Districts and Other. }{he ‘s\iandard deviation and the coefficient of variation
where the principal measures ofJir;equality employed in the study.

Ina 1981 study, Hill and King employed a variety of fiscal equalization measures,
including the coefficient of variation and the Gini coefficient, to assess four aspects of
educational expenditure in Alberta for the period 1971 to 1978. The study measured

inequalities in gross expenditure per pupil, instructional expenditure per pupil,
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average School Foundation Program Fund (SFPF) grants and average total provincial
grants. School jurisdictions were compared on the basis of geographic location, stuq%m
population and organization type.

Deiseach (1974) studied the fiscal equalization effects of funding under the Alberta
School Foundation Program for the years 1961 to 1971. This longitudinal study
employed the Gini coefficient and the coefficient of variation and considered two
variables; foundation funding and jurisdiction operational expenditure on school
programs. Measures of jurisdiction wealth were equalized property assessment per
capita and personal income per capita grouped by census division.

In assessing instructional expenditures per pupil in British Columbia from 1970 to
1982, Mark and Carruthers (1982) used a full complement of statistical measurement
techniques. They employed the range, the standard deviation, the relative mean deviation.
the coefficient of variation, Theil's measure, Atkinson's measure, and the Gini
coefficient. Bezeau (1979), in measuring inequalities in per pupil expenditures of
Ontario school boards over the period 1965 to 1976, used the the coefficient of
variation, the Gini coefficient, Theil's mneasure, and Atkinson's measure. In a study
assessing educational expenditure equity im Atlantic Canada, Lake (1983) utilized three
measures of dispersion, the coefficient of variation, the McLoone Index and the Federal
Range Ratio, while the Gini coefficient was employed as an indicator of wealth neutrality.
United States Studies

A large number of fiscal equalization studies have been conducted in the United States.
A representative sample of studies that were conducted within the past ten years is
briefly discussed here. In assessing the equality of per-pupil expenditure in Missouri

for the school year 1976-77, Odden (1978) used the following measures of dispersion:
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the range, the federal range ratio, the relative mean deviation, variance, the coefficient '
ot variation and the Gini coefficient. In the same study the slope and the correlation
coefficient were used in measuring fiscal neutrality. Hickrod, Chaudhari and Lundeen
(1980) explained their use of the coefficient of variation, the McLoone Index, and the
Gini Index in their report entitled "Progress toward school finance equity goals in
Indiana, lowa and lllinois.” Cronk and Johnson ( 1983), in conducting an equity analysis
of Pennsylvania's basic instruction subsidy program for the period 1978 to 1980, used
six dispersion- type measures. They wers, the range, the restricted range, the fede:al
range ratio, the coefficient of variation, the McLoone Index and the Gini coefficient.
Goertz (1983) assessed the distribution of current expenditures per pupil in New
Jersey for the period 1976 to 1982 using four measures of dispersion, the restricted
range, the federal range ratio, the coefficient of variation, and the McLoone Index. A
study concerned with school finance equity in Minnesota (Krupey and Hopeman, 1983)
assessed the dispersion of state funds to school districts using the federal range ratio, the
coefficient of variation, the McLoone Index and the standard deviation. Jones and Salmon
(1985) conducted a fiscal equalization study for school finance in Virginia employing
four measures of dispersion: the Gini coefficient, the federal range ratio e coefficient
of variation, and tt“cLoone Index. In the same study, the Wieient and the
coefficient of elasticity were used as wealth neutrality measures.

In order to illustrate the magnitude of the interest in fiscal equalization studies in
the United States, the following journal articles reporting recent studies conducted in
the United States are listed by state as follows: Florida (Alexander and Shiver, 1983);
llinois (Hickrod and Hubbard, 1978, 1981, Lows, 1985, Toenjes, 1986); Maryland

(Williams, 1983); Massachusetts (Morgan, 1985); Michigan (Phelps, 1983);



g AR
"' K w f ’
‘» ¢ -J" "‘.

Minnesota (Hopeman, 1985, Kaiser and Nelson, 1982); New Mexicd(Klnq 19833‘
North Carolina (MacPhail-Wilcox, 1985); Ohio (Cohen, 1983)'ng (Augehblir:k
and McGuire, 1983, Hombostel, 1985); Rhode lsland (Ward, ,asn‘)‘ and Wisconsin g

rd

(Cibulka, 1986). el
Comparing Fiscal Equalization In Canada and the United States

Overall, there is less disparity in educational funding in Canadian provinces than
may be found in U.S states. Lawton found (1979) that, for 1975, the average coefficient
of variation in the funding of school distgcts was .09 for provinces anq .17 fér states. l

Lawton (1979, 1981) attributes the tendency of American governments to tolerate

more inequality in educational funding than do their Canadian counterparts to the
. &
divergent political heritages of the two coﬁries. Lawton (1 QW) posits
[ 2 ‘B

M

when Canadians speak of equality, n@ tend to mean equality of uttimate
condition, which is the meaning of the term under socialism. When Americans
‘speak of equality, they tend to mean equality of opportunity, or a tair start in
the race of life, which is the meaning under classical liberalism.
The tendency for Americans to accentuate the individual above the common good and for
Canadians to do the opposite, of course, pervades all aspects of our two cultures.
Discussion
There are many examples of fiscal equalization studies which have been conducted
recently in Canada and especially in the United States. The measures of dispersion which
appear to be most frequently employed are the coefficient of variation, the Gini

coefficient and the McLoone Index, while the wealth neutrality measure of choice is the

correlation coefficient.
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FISCAL EQUALIZATION IN ALBERTA '

This section of the literature review serves four purposes, which are as follows:
1.t0 brTéﬂy outline the manner in which educational funding is provided to
‘Alberta school jurisdictions; :

2. to review the background to the introduction of the Equnty Grant in 1985;

3. to comment on the recent Alberta Education discussion paper entitied Equity
in Education Financing which describes five options for providing fair and
equitable funding to Alberta school jurisdictions; and

4. to cemment on the relationship between school jurisdiction autonomy and
fiscal equalization.

School Funding in Alberta
There are certain elements common to school finance plans m both Canada and the
Unnted States. The components of the Alberta school fmance plan are outlined here with
the aid of afnve -part conceptual framework deve!opec b) Bnme and Stiefel
(1979:121), WhICh they refer to as the strp_ctyral~giemenls.9f §chool finance plans.”
The structural elements are as follows: S | S
-1. Aid allogaﬁon
2. Special adjuatments 4
3. Constrints b ‘ -

4. Taxpayer issues R _
SR » o
T S A

5. Fiscal issues = P ooh

¥ , o .
Aid allocation. The current educational funding regime, referred to as the
Management and Finance Plan (MFP) was introduced by Albena Education in 1984. A
&-‘ N

Q‘eport of the Council of Ministers 6t Educatlon Canada, entitled The Financing of

Elementary and Secondary Educat/on in Canada (1986:7) states that

(’
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The revenues of the local authorities in Alberta come from four major

sources: School Foundation Program Fund (SFPF); other provincial grants;

supplementary requisitions frofn municipalities; and miscellaneous revenues.
For purposes of illustration, Table 2.1 sumvmarizes the source, the application.and the
| amount of the four 'major sources of schoal funding in Alberta for 1985_. The SFPF,
 which accounted for 82 percent of Alberta Education funding, but only 63.2 percent of
-overall funding in 1985, is a flat grant distributed unconditionally to schoo!
jurisdictions on a per_student basis. It provides a base or foundation level for school
funding. Local school jurisdictions suppiement the foundation level of funding by
© requisitioning municipalities for the additional funds required. The resulting
supplementary requisition is derived from a tax on the equalized assessed value of
property, and amounted to 30.8 percent of overall school funding in 1985. |

Special adjustments. "Other grants”, such as grasts for Early Ghildhood
Services, Special Education and the ﬁ.iity Grant, amounted to 11.4 percent of oveall
school funding. These were distributed by Alberta Education on the basis of local needs.
The Equity Grant was meant to adjust for variations in school jurisdiction fiscal
capacity, population density (sparsiti}) and distance from major population centres.
Constraints. School funding in Alberta is notable for a lack of constraints; there

are\m’éted maximum or minimum tax rates or other restrictions on school
jurisdiction spending. The only constraint is the save-harmless piovision on the Equity’
Grant which, in 1985, re_strictgd the grant to a minimum of 80 parcent ahd a maximym :
of 120 percent of the equalization funding of the previous year. On the in‘trodngi ’

the Equity Grant in 1985, the goal was to ekminate the provision altogether over a five-

. : )
year period (Alberta Eglucation, 1987).
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School Funding in Alberta, 1985
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Source

Amount
($Millions).

Application

SFPF

Other Grants

Supplementary
Requisition

Miscellaneous

1. General revenues

'y

A WA

. Local property

. Federal grants
. Transportation fees
. Cafeteria-and book

. Generalrevenues  $ 838.9 (44.1%)
. Levy on non- 1471

residential property

taxes

\

sales

. Private donations ‘

216.6 (11.4%)

W

114.1 ( 6.0%)

Basic instruction
Transportation RPN
Admnmstratnon <« Qe
Debt service .

T

Equity Grants
Early Childhood
services

. Special Education
. Various other

grants

. Provides the

difference between
totat provincial
government
revenue and
total expenditure

. Various

expenditure areas

~ Source: Adapted from The Financing of Elementary and Secondary Education in
Canada (A Report of the Council of Ministers of Education, Canada,1986:8-9)

Taxpayer issues. There are two prominent issues with respect to the collection of

X education-related taxes. One is the use of the property tax as the source of the local
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' supplementary requisition. The second is the large variation in "fiscal capanity“ or per-
pupil equalized assessments between school jurisdictions. The problem of "municipal
overburden" or the use of the property tax for both municipal and education funding, is
often raised by local governments in Alberta. In addition, the property tq,\x is generally
considered to be a regressive (Benson, 1978:287, Cohn, 1979:284) form of taxation.
Cohn (1979:284) posits that "people possessing more property value (or earning
nigher income) are likely to pay a smaller proportion of tnéir property value (or |
income ) in taxes than those with lower property value (or income)."

There is a vast range in the fiscal capacity of Alberta school jurisdictions, as
indicated by the per-pupil equalized assessment data for 1986, displayed in Table 2.2.
The table, which is o n from the recent Alberta Education discussion paper Equity in
Education Financ%%?), indicates an average equalized assessment per pupil of
$49,500, with 114 jurisdictions at $50,000 or less, and 62 jurisdictions at more
than $50,000 in equalized assessment per pupil. Because of the disparity in fiscal
capacity, the resulting uneven tax burden is a perennial source of discontent for
residential, commercial and industrial property taxpayers across the province.

Fiscal issues. There are two overarching concerns with respect to school funding
in Alberta. The first is the limitations imposed on educational planning imposed by the
the provision of provincial government school funding on an annual basis. The second is

‘the increasing share of school funding which is born by th; local supplementary
requisition. Educational planning for all school jurisdictions is driven by the annual
announcement of the level of funding that will be provided by Alberta Education for the

upcoming fiscal year. This level of funding is generally not based on the peréeived needs

of school jurdisdictions, but is necessarily subject to the same political and economic

) ' )
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Table 2.2
Equalized Assessment Per Resident Pupil in Alberta (1986)

Assgssment Number of
Per Pupil . - Jurisdictions
$0-10,000 2
10-20,000 14
20-30,000 39
30-40,000 , 41
40-50,000 18
50-60,000 20
g 60-70,000 6
70-80,000 : 9
80-90,000 7
90-100,000 - 1
100,000 + 19

1. Actual Range: $8,600 to $991,000
2. Average: $49,540
3. Median: $37,300

Source: Alberta Education, Equity in Education Financing (1987)

pressuref‘ that affect funding for other government departments such as higher
education, health care and social welfare. Consequently, there is likely to be some
reluctance on the part of school jurisdictions to plan for the introduction of education-
related programs beygond a one-year period.

Since the introduction of the Schoo! Foundation Program Fund (SFPF) in 1961, the
proportion of school funding provided by the local supplementary requisition has
increased annually from 5.42 percent in 1961 to 31.16 percent in 1986 (Alberta
Education, 1987). An additional problem facing school jurisdiétions is the often unequal
distribution of pfoperty assessment between Public School Districts and Roman Catholic

Separate School Districts. Increased reliance on a source of school funding which is
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related to local fiscal capacity is undoubtedly a négative factor in pursuing the goal of
fiscal equalization for Alberta school jurisdictions.
Background to the 1985 Equity Grant

The introduction of the Alberta Educatioh Equity Grant may be attributed primarily
to the perceived need to simplify the annual award of equalization grants to Alberta
school jurisdictions. Additionally, the criteria used to determine the amount of the new
grant were thought to compensate more adequately for inequities among Alberta school
jurisdictions than did the former aggregation of eight fiscal equalization grants (Alberta
Education, 1985). Despite the positive attributes, the new Equity Grant is not without
shortcomings, which are discussed below.

The impetus for simplifying the Alberta Education funding program came initially
from the 1982 Report of the Minister's Tésk Force on School Finance (1982:28). A
further step toward reducing complexity was the Coalescence of Grants Study, which was
conducted under the aegis of the School Grant Simplificat‘ion and Deregulation Project
(1984). The Project was implemented with the introduction of thé Management Finance
Plan (MFP) in 1984. Duke (1985) states that‘”one of the more significant chaﬁges
under MFP was the development of a new equity grant which combines the funding
previously allocated for a number of grants.” The Alberta Education Program Policy

Manual (1985) states that

The Equity Grant has replaced the 1984 Supplementary Requisition
Equalization Grant, the Small Jurisdiction Grant, the Small School
Assistance Grant, the Location Allowance, and the Teacher Housing Unit
Grants. As well, Incremental Grants will be degreased in availability,
and Declining Enrolment, and Private School Opening Grants will be
eliminated.

In addition o the problem of complexity, the credibility of the former equalization
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grants was also subject to question. In a study reported in 1981, Ratsoy, et al.

0
(1981:44) found that "not all of th%‘hscal Equalization Grants are in fact producing
general equalization impacts" and wént on to conclude that

Because the aggregate of all grants tends to eliminate any specific trends
that grants may have singly, the suggestion Is that an interactive effect
exists such that the equalizing effects of certain individual grants appear
to be neutralized by others.

The Equity Grant was introduced in order to correct the shortcomings of the
aggregated Fiscal Equalization Grants. The guidelines for the "Fiscal EqUity Program"

outlined in the Alg'erta Education Program Policy Manual (1985) are as follows:
4

1. The Equity Grant funding should reflect the principles of simplicity,
deregulation, and local discretion/responsibility for educational
outcomes.

2. The Equity Grant may consider variation in resident pupil population,
sparsity, fiscal capacity and distance. These factors will be determined
as follows:

a The fiscal capacity cogwponent provides funding support for school
boards with a low amount of assessment per pupil.

b. The sparsity component provides funding support for school boards
with territory that is sparsely populated. This component is intended
to compensate for higher per pupil costs because of lower pupilteacher
ratios, necessary smaliness of school jurisidiction size; and above average
pupil transportation costs. '

v
*

c. The distance component provides funding support for school boards
which operate at a distance from major supply centres. This component
is intended to cover some of the costs associated with higher shipping
costs, isolation pay, and special teacher housing. o

In order to qualify for the Equity Grant, school jurisdictions are subject to certain

benchmarks, which are set annually. The Supplementary Requisition Equalization Grant
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(SREG) oompensatés for below average fiscal capacity by providing proyln_cial funds
sufficient to raise the effective requisition yield per resident pupil to a benchmark
level, which was $1,067 in 1985. School ]urtsdl/ctlon failure to achieve{ the benchmark
for minimum fiscal effort, which was 19 ni!}s/ in 1985, would result in a reduced
SREG. The sparsity component of the Equity Grant is based on the jurisdiction area, in
square miles, divided by the number of resident pupils. The benchmark ratio for 1985
was .49, meaning that jurisdictions with ratios above this level would be more sparsely
populated and would qualify for funding. In 1985, school jurisdictior;s more than 40
kilometers from a major populatioh centre qualified for the distance component of the
Equity Grant (Alberta Education, 1985).

Two areas of concern with regard to the effectiveness of the Equity Grant allocation
should be noted here. First, as discussed above, the full potential of the Equity Grant has
not been realized due to the save-harmiess constraints which were meant to be
eliminated over a five-year period when the grant was introduced in 1985. Another
more serious shortcoming of the Equity Grant is the subjective manner in which the
benchmarks for fiscal capacity, sparsity and distance are established ; the benchmarks
are not related to quantifiable differences in the purchasing power of school
jurisdictions across the province, but rather, to value judgements. Although a
quantifiable benchmark for fiscal capacity such as requisition yield per resident pupil
can be established, the relationship between the’benchmark and local education costs
cannot be determined.

The premise upon which sparsity and distance grants is based, that of regional
education cost differences, is not supported by studies conducted under the auspices of

Alberta Education. A study completed in 1981 by Peat, Marwick and Partners (1981),

Q
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which explored the possibility of establishing a regional Education Price Index for
Alberta "indicated practically no price variations between large and small areas,
between city districts and other, and between regional zones." Furthermore, the 1982
Report of the Minister's Task Force on School Finance (1 982:20) recommended that
"provincial funding arrangements should not be changed to provide explicitly for
adjustment of provincial aid on the basis of regional education price indices.” There
appears to be a heed to refine the criteria for determining the amount of the Equity
Grant. Removing the save-harmless restrictions on the Grant is already under active
consideration, as may be seen in the following section.
Five Options for Equity in Education Finance

In October, 1987 Albarta Education distributed a discussion paper entitled Equity in
Education Financing which requested public reaction to the problem of ensuring "that
our method of financing school jurisdictions is a fair and equitable one which provides
school jurisdictions across the province with sufficient revenues to meet the needs of
their students (Alberta Education, 1987)." The resulting public response was meant to
influence the nature of the equity funding provisions to be included in the new School
Act, referred to as Bill 59. The discussion paper reaffirms the commitment of Alberta
Education to improving both child and taxpayer equity and reviews the prevailing
situation of increasing disparity in fiscal capacity among school jurisdictions |n Alberta.

Five alternative ways of proceeding with improving equity in financing schools are
presented in the disgyssion paper. The alternatives are stated as follows (Alberta
Education, 1987):

Option 1: Maintain the Current Equity Grant at the 1987-88 Stage -
50 percent of Full Implementation
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Option 1 is simply to maintain the status quo with respect to the sources and methods of
distribution of revenues for school funding; leaving the Equity Grant at the current 50
percent save-harmiess level.

Option 2: The Present Plan with Full Impiementation of the Equity

) Grants . N
Like option 1, option 2 is also to maintain the status quo except that the Equity Grant
y
would be implemented without the save-harmless provisions in place. This option would
require either that additional funds be allocated from government general revenues or
that existing government funding to school jurisdictions be redistributed.
Option 3: Grant Equity Adjustment - the Existing Taxation Structure with

Grant Adjustments to Compensate for Low and High Assessment
Capacity

-

Uniike options 1 and 2, option 3 would redistribute all government funding so that low
fiscal capacity school jurisdictions would receive higher funding, while jurisdictions
with access to a higher assessment base would receive less governmert funding.

Option 4: Full Non-Hesidential Tax Revenue Sharing - Provincial Taxation
on Non-Residential Assessment and School Board Taxation Limited
to Requigtions on Rasidential and Farm Property

Option 4 is clearly a major departure from the existing education funding regimen but
not an unusual concept. The imposition of a province-wide property tax levy has been
previously s‘uggested in the Iiteratﬁre (Bumbarger et al.,1982:165). The pooling and
equitable redistribution of non-residential assessment revenues on a province-wide
basis is an inviting prospect if the only concern with respect to the sources and methods

of distribution of revenues is fiscal equalization.
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Option 5: Limited Non-Residential Tax Revenue Sharing - the Present
Plan but School Boards Limited in the Amount they ¢an Tax Non-
Residential Property
Option 5 is a variatfon of option 4 in that one-half of all non-residential assessment
would be pooled and redistributed on a province-wide basis,‘ while the other halif wouid
be subject to taxation by fhe Ic;cal school jurisdiction but at a mill rate set provincially.
The option which is lﬂely to receive the widest support from school boards is option
2, wherein increased government flgnding rather than redistribution of existing funds
would serve to improve funding equity through the removal of save-harmless
restrictions on Equity Grants. The option which appears to be most supported by the

presentation of advantages and disadvantages in the Alberta Education discussion paper is

option 4; the introduction of full non-residenttal tax revenue sh ing. Less wealthy
jurisdictions would certainly benefit from the pooling of commercikl and industrial
assessment. However, the loss of revenue to jurisdictions with high hon-residential
assessment and the threat this option would pose to the autoromy of school boards is
likely to result in stiff opposition from a significant number of school jurisdictions. By
way of illustration, a motion passed unanimously at the December 17, 1987 meeting of
the Strathcona County Board of Education states:
1. That the Board of Education oppose any equity plans that
will reduce local autonomy. ’
2. That the Bgard of Education encourage Alberta Education
to solve inequities in education funding by providing more
funds from general revenue and not from existing grant
structures.
3. That the Board of Education encourage Alberta Education

to solve funding inequities by investigating alternate
forms of funding.
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the proposed options is acceptable only if equity is achieved
through additional funding.

. el N
At . .
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In Alberta, schoof furiediction autonomy and fiscal equalization appear to have a
dichotomous relationship. That is, although both concepts are deemed to be desirable, it
is likely that one can only be achieved at the expense of the other. The next section of the
literature review comments on the relationship between the goal of equality of
educational opportunity and the autonomy of local school authorities.

A Comment on School Jurisdiction Autonomy'

The need to preserve some measure of autonomy for local school authorities’is well
supported in the |j ure. However, the potential for conflict with equity-related
aspirations is als nized. In reviewing the ideas of one of the American pioneers of
education finance reform, Ellwood P. Cubberley, Ward (1987:471) states that
Cubberly advocated the "use of state funds for equalization of local school spending” but

Cubberley did not favor complete equalization of either per pupil resources
or educational tax rates. He felt equalization was necessary to a point to ensure

an adequate education and an equal local tax rate, but that local school districts
should have the option, and, in fact, be encouraged to exceed the state minimum

levels.
The school finance reform movement of the 1960's and 1970's in the United States
produced an impasse between the advocates of the concept of "local leeway” in school
finance decision-making and those who demanded an equitable system of school funding.

Jordan and McKeown (1980:80) explain this situation as follows:

The resuit has been that two traditional American values have come into
conflict in the financing of public education in the various states. The
egalitarlan position of equal treatment irrespective of circumstances has
come into direct conflict with the libertarian position of freedom to choose.
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Local autonomy and freedom of choice or liberty are principles which are also very much

a part of financing schools in Canada.

In commenting on the Canadian situation, Gordon (1985) points out the relationship

between local autonomy and the fiscal accountability of school jurisdiction authorities.
He cautions that local autonomy has given way to increasing provincial influence over

~the years. Gordon (1985:4) states:

Local control or autonomy has always been closely linked with a measure

of financial responsibility. Initially the local responsibility was paramount )
and the province played a monitoring role. However, since World War !

there has been more intervention by the provinces, both in finance and

program, to the point where there is genuine concern in some quarters that

local autonomy is being de-emphasized too much and may even disappear -

in substance, if not in form. °

Despite this grim®prediction for th%\fuu{re of local autonomy, the 1982 Alberta
, . s . ¢ ?':“ka
Educatian Repednfthe Mini&rs fask Fort% on School Finance strongly supported the
¢ i A .. T ..1 4 B .
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prinqx’ple-oﬂocafc‘o‘mw;ql & séhdolfjuﬁSQieﬂ‘éns. Thé specific principles related 1o local
atonomy & statetin tré Régort aré'al Widws (Alberta Education. 1082:25),
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1.. Regognize the Importante 6 autonomy for, and accountability of local
school authorities. ‘ .

A Alberta school finance

2y

"2. Avoid'infrin'g'ement on local choice of method of program delivery.

3. Allow local school jurisdictions the opportunity to raise money for the
- financing of public education when such financing in not provided for in
“the prpvincial plan of school support.
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Finance Plan for Alberta®, that appear, apparently for the first time, in the discussion
paper. Theoonceptoflocalautonornyismenﬁmodtrroughomthepap.et. but not as one
of the key principles of a school finance plan, as it was in the 1982 Minister's Task
Force Report. On the contrary, the concept is referred to as “the issue of local autonomy
and control,” and regarded as a possibie obstacie-to achieving equity in school funding in
Alberta.
Discussion ' .
The framework for this review of the various aspects of the provision of school
funding in Albertais a five-part congeptual framework d.eveloped by Berne and Stiefe::;l
(1979). The introduction of the 1988 Ewny Grant was 3 response to the need tg
simplity the annual award of’ agon grants to school jurisdictions and also to q
| provide funding which offered superior fiscal equalization characteristics. A strong case
for impro'»"MQ fiscal equalization for Alberta school jurisdictioni through province-
wide non-residential tax revenue sharing was made in the Alberta Ec;ucation discussion
paper Equ./ty in Education Financing (1987). The conflict between egalitanan and
libertarian interests within the context of school funding is well illustrated By the
apparent decline in stature of the principle of local autonomy as compared to fiscal

equity, in the current Alberta Education proposal (1987) to reform school funding.

SUMMARY?#

s

B
¢

This chapter was composed of four sections. The literature review first explored the
various dimensions of the concept of equity, within the context of funding for schools.

Second, the statistical measurements of dispersion and relationship commonly used in
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-
fiscal equalization studies were réviewed. Examples of studies conducted recéhtly in
Canada and the United States that are concemed with the fiscal equalization sffects of
state and provincial educational funding were given'in the third section. The fourth and
final séction Wviewed recent fiscal equalization initiatives taken in relatign to school

funding in Alberta arid commented on the on-going controversy over local autonomy in’

educational decision-making. .

* <
¢ .



CHAPTER 3 ’
THE DESIGN OF THE STUDY N

This chapter describes the population under scrutiny, the data sources, the

research problems and the statistical procedures utilized in conducting the study..

- POPULATION
-

The population of the study was all operating Alberta school juris;i'i‘ctions but
excluded brivate schools, .Department of National Defence ‘and Depahment of Indian
Aftairs schools. The totdl number Zaf operating school jurisdictions rangeg from 136 in
1981 to 139 in 1985. For purposes of compan:ison, school juriédictidné wére Y
categorized according to type of jurisdiction, that is, School Divisions; C‘Qunti'es, Public
School Districts and Roman Catholic Sepgrate échool Diétricts (RCSSD’s) andtourban .
or rural location, WhICh included Large Cmes Other Cities, Totél Cmes Towns and
Villages, Total Urban and Total Rural. Both the Junsd|ct|on Type and Urban-Rural &~
categories were used in f|sca| equalization studies for schoor fur‘dmg in Alberta
conducted by Hill and King (1981) and Mnlne (1982) The Urban Rural dimension was

not employed in the Jefferson (1982) study.

The relationship between the two categories of jlurisc‘iictio_ns was as follows: the .
Urban categories of Large Cities, Other Cities, Total Cities, Towns and \fnlléges and Total
Urban, were composed of the Jurisdiction Type categories of Public School Districts and

RCSSD's. The Rural category included School Divisions, Counties and from six (1981) to

*

. g,
A A
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nine (1985) Rural School Districts not represented in the Jurisdiction Type category
These School Districts could not be placed in either the Public S¢hool District or Roman
Catholic Separate School District groupings because they were neither "public" nor
Roman Catholrc "separate” and were therefore excluded from the Jurisdiction Type
category. However these non-representative jurisdictions were placed in the
appropriate Urban or Rural groupings. For instance, in 1981 the following six school
jurisdictions (given with code numbers) were excluded frorr1 Jurisdiction Type analysis
but included in the urban groupings: 7020 St. Albert Protestant Separate,‘ 6010
Thibault Roman Carhoﬁc Public, ’7070 Glen Avon r’rﬁe‘st"am Separate, 5050 Barons
Coneolidated, 5050 Qousma Consolidated and 5030 Falher Consolidated.

« Alisting of the oiperaﬁng school jurisdicrions included in each category for the.
years 19&;1 10 1985 may be found in Appendix A. The jurisdictions are listed irr
numerical order of the jurisdi&ion number codes, which are: School Divisions (‘1000),’
Countles (2000) Public School Dnstrrcts (3000), RCSSD s (4000), Consolidated
School Districts (5000),-Roman Catholic Public School Districts (6000) and

Protestant Separate School Dist¥icts (7000).

DATA SOURCES

The requisite deta for the study were available from both provincial and federal

mment sourees. Statistical analyses were coﬂnducted with the assistance of the
University of Alberta Department of Educational .Admirristration, utilizing University of
"Alberra computing facilities. The Alberta Education Department of School Business

Administration Services suppliedthe Annual Financial and Statistical Analysis
v
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statements of Assessments and Requisitions and the Audited Financial Statements for
_Alberta school jurisdictions for the period 1981 to 1985 in&machine-readable form.
The Alberta Education Financial and Administrative Services :Branch supplied data
. relevant to the 1985 Equity Grant, also in machine-readabje form Income data for the
province of Alberta were available from Statistics Canada ( 1983) for tha census year .
1981. Data used in the study are hsted in Appendix A. Education Pnce Index data for
Alberta were available from Statistics Canada (1986). The base year for the Price Index
~ was the census year 1981, which comcuded with the beginning year of the study. All

analyses related o the Education Price Index for Alberta used the following data:
- - e

-y

1981 1982 1983 1984 1985

Education Price Index 100.0 1156 1204 123.7 127.8
for Alberta:
THE RESEARCH PROBLEMS i
S

The stddy was composed of two parts; the first part of the study addressed the .

following broblem:

v

Problem 1: What were the fiscal equalization effects of provincial and -
local funding of Alberta school ]Ul’lSdlCtionS for the period
1981 through 1985?

Some aspects of this part of the study were a follow-up of research initiated by
Jetterson (1982) wherein provincial and local funding for the period 1975 to 1980
were under scrutiny. Three sub-problems were researched which dealit with the fiscal

equalization gffects of first, provincial funding, second, local funding and third,



" combined provincial and local funding (total funding) to school jurisdictions. The second

part of the study was concerned with the following problem:

Problﬂm 2:‘Wh}t were the fiscal equalization effects of the Alberta
) Edupation Equity Qrant introduced In 19857
*
This problem was the primary focus of the study and was concerned with the actual and
potential fiscal equalization impact of the new Alberta Education Equity Grant. In
addifion, for purposes of comparison, the fiscal impact of aggregated fiscal equalization
grants for each year of the period 1981 to .1 984, was analyzed. The analysis was divided
into three sub-problems. -
Adjusted equalized assessment per pupil was employed as the measure of school
jurisdiction wealth for the years under study. Adjusted equalized assessment was used
because it is more inclusive than equalized assessment. That is, revenue from electrical
power and pipeliné )taxes collected by Cpunties, Municipal Districts, Improvement
Districts and Sbecnal Areas is included, giving a more accurate estimate of rural school
jurisdiction wéalth. | |
. Although per pupil property as:éssment continues to be the favoured wealth
measure,: personal income is often cited as a superior measure of a jurisdiction's ability
to-pay (Berne and Stiefel, 1984:182, Bezeau, 1986:89). Therefore, average private
household income data for census regions which were coterminous with schogl
jurisdictions were also used as a measure of wealth where that informat_ion was
available from the 1981 census. Although data such as averége individual ’income and

average household income were available, average private household income was selected

as the wealth measure because it most closely approximated the situation of the private
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residential property tax payer. Average prfvate household income data were available
for 110 of 136 school jurisdictions (17 30 Duvnsaons 30 of 30 Counties, 19 @
School Districts, 41 of 45 RCCSD's, 4 dM.Larga Clty._ of 17 Other City, 21 of 21
Total Cuty, 41 of 46 Towns and Villages, 62" of 67 Total \Jban and 48 of 89 Total
Rural). Includung an income-based andlcator of school junsdlctlon wealth permitted
comparisons of the two most popular weatth measures used in relation to funding basic
education across North America.
Six sub-problems where derived from the two overall problems stated above. The
sub-problems and the procedures used in their analyses are stated below.
Sub-problem 1.1: What was the distribution of provincial funds to
Alberta school jurisdictions in relation to
adjusted equalized assessment per pupil and
to average private household income?
Provincial funding was taken to be the sum of grants, expressed in per pupil terms,
allocated under the School Foundation Program Fund, the Schobl Grants Regulations and
the Other Grants, as stated in the audited financial statement for each jurisdiction for
the years 1981 to 1985. There is a difference of opinion over whether the Alberta
Government SFPF levy on all non-residential property is a local or aprovincial
contribution to educational funding (Hill and Péige, 1981:123). i__:or purposes of this
study, the SFPF levy was considered to be a provincial contribution because school
jurisdictions have no control over the amount of the levy. Provincial funding was‘flrst
expressed? Perms of weighted per pupil dollar inputs WhICh provided an easily
interpreted dollar amount for the funding to each school jurisdiction grouping. Weightéq

per pupil dollar inputs could also be regarded as a simple measure of horizontal eqUity'.

S Pupil Wweighting gives a more accurate figure for purposes of comparing diffgrent types

!



o

!

n L
of jurisdiction groupings because the student population size of each jurisdiction is
take>1 into accaunt. Weighted per pupil dollar in;iuts for all forms of educational funding
to school jurisdictions are given in Appendix B. The following formula was used in

calculating weighted per pupil dollar inputs: -
Weighted per pupil dollar inputs - ¥, Students x Funding/Students

In order to establish the relationship between the allocation of provincial funding
and schbo! jurisdiction wealth, indicated by adjusted equalized assessment per pupil énd
by average pri;/ate household income (for 1981), three measures of inequality were
employed. They are the correlation coefficient, the Gini coefficient and the coefficient of
variation. Correlation coefficlents for the Eelationship between provincial funding and
the two wealth measures, adjusted equalized assessment per pupil and average private
household incgme, were determined for all jurisdictions and for each jurisdiction
Cgtegory for the years 1981 to 1985. The following formula, given by Berne and Steifel

(1984:73).was used to derivg correlation coefficients:

!
2 Pixiwi Pi = Resident Pupils
r = i Xi = per pupil dollar inputs

VT Pixi2 VIi Piwi2 Wi = per pupil adjusted equalized
i i assessment

Cw

~

The Gini coefficient was employed as a measure of vertical equity, that is, to determine

3

to what extent less wealthy school jurisdictions were receiving more provincial funding

on a per pupil basis ¢l gi\ere more wealthy juiisdictions. The Gini coefficient is

derived from:the jai > .. vich Hill and King (1981:129) refer to as "by far the

¥+ oldest and b%ét‘ measures.” In.this study, the Lorenz Curve was
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developed. first, by ranking school jurisdictions in ascending order according to
adjusted equalized assessment per pupil. The cumulative percentage of enrolment was
indicated on the horizontal or X axis from 0 to 100 while the cumulative percentage of
‘provincial grants was plottéd on the vertical or Y axis. A diagonal "line of absolute
equality” indicated where an equal proportion of students receive an equal proportion of
funding. The Lorenz Curve is given in Figure 3.1. The Lorenz Curve is normally
produced above or below the diagonal line; the lower or higher the curve, the less equal
the distribution of funds. The Gini coefficient is a measure Qf the ratio between the area
from the "line of absolute equality” (Area A on Figure 3.1) to the Lorenz Curve, and the
| triangular area below or above the "line of absolute equality" (Area A+B on Figure 3.1).

Itis a more precise measure of inequality than the Lorenz Curve. Symbo&aet\the

\,

Co)

relationship, given by Johns (1977:505), is as follows:

Area A
Gini =

Area (A+B§

A negative Gini coefficient, shown by a Lorenz Curve that is above the “line 6f absolute
equality,” indicates that less wealthy jurisdictions are receiving more provincial
funding per student than more wealthy jurisdictions. A positive Gini coefficient
demonstrates the opposite situation. The formula which is usually givén for the
calculation of the Gini coefficient (Hickrod, Chaudhari and Lundeen,1980:200) and
which gives positive and negative values is as follows:

Xi = cumulative proportion of pupils

Gini= % (Xi1Yi1-XiVYi1) from poorest to richest

i=2 Yi = cumulative proportion of funding
associated with pupils - -
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ai
The Lorenz Curve

100

Cumulative % .
Line of Absolute

of

Funding

0 Cumulative % of enroiment 100

Figure 3.1

The Bigini coefficient, developed by Lows (1984), was adopted for this study
because this new approach compensates for the problem of interpreting the Gini
coefficient when the Lorenz Curve crosses the "line of absolute equality.” Hickrod,
Chaudhari and Lun ein (1980:185) maintain that "as long as the curve does not cross
the line, the mterpre?atloﬁ |s$stra|ghtfon~ard. Unfortunately, the curve does cross the
line in some instances, and this makes interpretation difficutt.” Lows devised a new
method of calculating the Gini coefficient which incorporates the crossover points as a
pa@ the equation. To distinguish this new approach from the Gini coefficient, Lows

1;98{% 91) refers to it as the Bigini coefficient, or the "Gini coefficient for a bivariate

sﬁ of measurements.” The formula for the Bigini coefficient is as follows:

n
Bigini = 2 / X12.Xi-12- Xi Yi- Xi Yi-1 + Xi-1Yi + Xi-1Yi-1/
=2 i

B
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The Bigini coefficient does not indicate negatiye values. Therefore, both the Gini
coefficient and the Bigini coefficient were caiculated so that the appropriate negative or
positive value couid be taken from the Gini coefficient and assigned to the value derived
from applying the Bigini formula. Raymond L. Lows of Northern lllinois University, the
originator of the Bigini measure, stated in recent correspondence, that "at the 1987
Annual Conference of the Arﬁermn Education Finance &;waﬁon in Washington D.C.,
there were a number of references to the Bigini Coefficient.” Lows went on to say that "|
believe it will become one of the standard measures of distributional inequality.” The
Bigini coefficient was applied to the distribution of provincial funds to all school
jurisdictions and to each category of jurisdiction forgaach year of the period 1981 to
1985.

The coefficient of variation, which is the standard deviation divided by the mean,
Was used to determine the level of variation in the allocation of provincial per pupil
funding, from year to year for all jurisdictions and within jurisdiction groupings. An
increasing coefficient of variation indicated more variation in the distribution of grants
and, therefore, more discrimination on the basis of school jurisdiction wealth, in the
allocation of provincial grants. Differences between coefficients of variation are usually
using either the pupil or the jurisdiction uni(of analysis. The pupil unit of analysis Was
used, as recommended by Berne and Stiefe|\1 984:59); this was done so that the
number of students per jurisdiction-- which varies considerably-- would be
appropriately reflected in the analysis. The formula given by Berne and Stiefel

(1984:56) for the coefficient of variation, using the pupil unit of analysis is as follows:



4
P (Xp - Xi)2 Pi = number of pupils in jurisdiction i
i Xi = per pupil dollar inputs in jurisdiction i

2 Pi 2Pi- number of pupils in the jurisdiction grouping

Xp = the mean calculated with the pupil unit of anélysis

.
The second sub-problem was concemed with the fiscal equalization effects of local
school funding and is stated as follows:
Sub-problem 1.2: What was the distribution of local fynds to
Alberta school jurisdictions in relation to
adjusted equalized assessment per pupil and
to average private household income?
Local funding was considered to be the per 'pupil supplementary requisition for each
school jurisdiction. Local funding was first expressed in terms of weighted per pupil
dollar inputs. Three statistical measures of fiscal equalization were used in dealing with
sub-problem 1.2. Correlation coefficients for the relationship between local funding
and school jurisdiction wealth, measured by both adjusted equalized assessment per
pupil and average private household income (for 1981), were determined for each
jurisdiction category for the years 1981 to 1985. The Bigini coefficient and the
coefficient of variation served as measures of inequality in the same manner as
described in sub-problem 1.1. |

The third sub-problem dealt with the fiscal equalization effects of combined

provincial and local funding and is stated as follows:
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Sub-problem 1.3: What was the distribution of combined provincial
and local funds to Alberta school jurisdictions in
relation to adjusted equalized assessment per
pupil and average private household income?

Weighted, per pupil dollar inputs, correlation coeffients, the Bigini coefficient and the
coefficient of variation were employed as measures of inequality for combined
provincial and local funding to school jurrsaié;ions. The procedure is described in the
discussion of sub-problem 1.1.

The first sub-problem of problem two is concerned with the fiscal equalization
effects of Alberta Education grants that were specifically designed to reduce inequality in

school funding across the province. The sub-problem is stated as follows:

Sub-problem 2.1: What was the distribution of aggregated fiscal

equalization grants for the years 1981 through
1984, and the 1985 Equity Grant to Alberta
school jurisdictions in terms of mills of tax
relief per schoo) jurisdiction?

Fiscal equalization grants are the sum of eight N?erta Education categorical grants that
were made to school jurisdictions pn’o&?o 1985. Aggregated fiscal equalization grants
and the Equity Grant are expr;ssed in terms of mills of tax relief so that wealth-related
comparisons can be made for provincial equalization funding between jurisdiction
groupings. The range of supportto jurisdictions within each grouping ié givenin five

mill increments from 0 to 40 or more mills. The conversion of dollar amounts to mills

employs the following formula given by Jefferson (1982:75):

ESi = TGi/Di ESi= the provincial support, in mills,
received by jurisdiction i
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y - ™ A TGi = the total equallzation grants
. : ) received by the jurisdiction &»

s
Di = the dollars per mill (equalized

/ assessment divided by 1000)
for jurisdiction i

The number of mills of tax relief was calculated for each category oL schodl jurisdiction
for the years 1981 through 1985. The resuilting data, listed in Appendix C, provided a
basis for both longitudinal observagons employing the 1975 through 1980 data found in

the Jefferson (1982:89-98) study and for comparing the tax relief provided by the

new Equity Grant to that provided in previous years. A

The second sub-problem associated with the second probler of the study deals wi’th oy

5

the fiscal equalization effects of Alberta Education equalization fu‘r‘\ding using both -
property assessment and income as measures of wealth. The sub-problen is s&ated as
follows: K

Sub-problem 2.2: What was the distribution of aggréga’ted fiscal
equalization grants for the years 1981 throygh
1984, and the 1985 Equity Grant to Alherta »
school jurisdictions in relation to adjusted
equalized assessment per pupil and to average

private household income? _
P SR

Weighted per pupil dollar inputs, correlation coefficients, the Bigini coejfﬁciem and the .

coefficient of variation were employed in the analysis jn the manner déscribed for sub-

\
problem 1.1. .

The third sub-problem associated with the second problem of the study is statéd as
follows: |
Sub-problem 2.3: What was the potential distribution of the 1985

Equity Grant to Alberta school jurisdictions in
relation to adjusted equalized assessment per

pupil?
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Sub-problem 2.3 employed a cross-sectional analysis.for the fi.scal year 1985 The ®
1985 Equity Grant allocations we?e‘ subject to the save-harmiless limitations of no lass
than 80 percent and no more than 120 percent of the 1984 aggregated fiscal
equaiizatién grants. This restriction was used so that school jurisdictions could
gradually adjust anpual fiscal pfanning to the new Equity Gram'program over a six to
seven year period. In 1986, save-harmless limitations were 60 percent and 140
percent of the aggregated 1984 fulnding and in 1987, limitations were 50 percent and
150 percent of the 1984 grants.

The analysis was conducted by deriving the amount of the 1985 Equity Grant without
the save-harmiess provision (referred to as the formula Equity Grant), by adding the
fiscal capacity, sparsity and distance components of the grant for each juri;.;diction. The
amount of the formula Equity Grant, which was a negative value for a number of
jurisdictions, was then added ‘o the combined proyincial and local funding for each
jurisdiction grouping. The resulting values represent the true impact of the Equity
Grant without the save-harmiess provision. Potential per pupil provincial and local
tunding for each jurisdiction grouping, utilizing th.e Equity Grant formula, was then
compared to two other funding values. Those values were, first, the total funding
distributed to jurisdic:‘tions in 1985, including the save-harmless Equity Grant and,
second, the total funding which would heve been available to jurisdictions without any
form of Equity Grarit. Comparisons@ere made using weighted per pubil dollar inputs,

the correlation coefficient, the Bigmi coefficient and the coefficient of variatios.
3. .

SUMMARY

Table 3.1 is a summary of the time periods, the measures of wealth, and the



statistical temniques‘erhployed in addressing the s_ix sub-problems identified for the

.

study.
h ~ Table 3.1
":’ ’ . . -
Summary of the Statistical Techniques Employed
with the Study Sub-Problems
Time period and Wealth Measure . -
> Study Sub-Problems * 1981 1981-1985 1985 Only
Income* -  Assessment  Assessment
Problem 1.1 - WPP.D.* W.PPLD. ,
Provincial funding Correlation®  Correlation ’ bad
‘ o ' Bigini* Bigini s
Variance* Valance . v
2 - i a
' Problem 1.2 W.PP.D. W.PPD.
Local funding Correlation Correlation
Bigini® Bigini
, Variance Variance
Problem 1.3 W.PP.D. W.PPD. .
Local and provincial funding Correlation Correlation
~ Bigini Bigini . W
' Variance . Variance r; 1
Problem 2.1 | g T A‘_
Aggregated fiscal equalization ‘ ‘ Mills of tax relfef T
grants and the Equity Grant ' : . -
Problem 2.2 : W.PP.D. W.PP.D. K1
Aggregated fiscal equalization . Correlation Correlation \
- grants and the Equity Grant ©  Bigjni. Bigini
o . Vanance Variance
T j\. N
Problem 2.3%' |, : - X WPPD."
~Potential distribution ' . Correlation
of the 1985 Equity Grant ‘ . Bigini

-~ . Variance

Gt lncome(= average private household income :
W.P.P.D. = weighted per,pupil dol! inputi o ' v
Correlation = coefficient of correlgtion - : :
Bigini = Bigini coefficient )

Variance:= coefficient of variance
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,(;CHAPTER 4

< ANALYSIS AND FINDIjGS .
S 4 .

"

. . - Py
This chapter contains the results of the data analysis and a discussion of lhe llhdings
for each of the six study sub-problems Thé analysns is divided into two sectlons First,
,;herg a fémrt of the flscal equallzat}on eﬁects ot school funding provided ll'om both
proWncual and local SOurces (Problem 1) Second, there is an analysis of the effects of
specific provincial grants meant to enhance fiscal equity for Alberta school jurisdictions
(Problerh 2). . | o —
> .Four statistical measures of inequality were used in the study. They are explained in A.
‘detall in Chapters 2 and 3. However, to rev1°w* j‘he manner in WhICh these measures
were utilized in the study is as follows '

Waghted,per plﬂ)ll dollar inputs provide an easny,lnterpreted dollar
amount for provincial ard local funding of various grouplngs o?ﬁxool Jurlsdlctlons.' -
Weighting gi,ves.a more accurate figure for purposes of comparing ditferent types of
Junsdlctlon groupings because the student poputation snze of eao#l jurisdiction within a
grouping is laken into aeoount *

The correlation coefficieht,‘which can take Values between -1 and +1, is usedy,
to express the r‘elationsh.ip between tvl{o variaoles which, in the case ol the present
study, is the relaﬁonship oetWeen wealth and-\)arious types oﬁﬁlnding to school
, julisdictions. The higherthe ne;:tive value of the oorrelalion coefficient, the more the

' per pupfl Iul*ld:' '(is’ia“ngérhght favdurs less wealthy jurisdictions. An arbitrary level as

“,.

to~whag corr_e‘l%n was' p@cmlly significant or: mi)ortant was set at .250 and"above

. 4 ‘ - . "3%1~ 6,5‘



The Bigini coefficient, which is unitiess and ranges between -1 and .+1,
measurés the extent to which per pupil funtiing inputs for schqol jurisdictiom groupings
deviate from a situation of perfect equahty Values between 0 and -1 mdrcate that less
wealthy jurlsdtctrons are receiving more fundlng per pupil than more wealthy
jurlsdrcttons while values between 0 and +1 indicate the opposite situation.

The coefficlent of variation, WhICh usually ranges between 0 and +1, but can
exceed +1, is used to measure equallty relative to the mean for per pupil funding inputs
for jurisdiction groupings. Differences between coefficierits of \rariation are usually

- expressed in terms of percent. The more closely the coefficient d'fi‘variation approaches
zero, the less variaﬁon there is in per pupil funding. Interpretation of the coefficient of

variation, for purposes of this study, depends upon the extent to which the variation in

per pupil funding is a result of higher per pupil funding allocated t/oftés\wealttxy\,.-y- -

A .
“ e

jurisdictions.

- &

THE PROBLEMS

v o, ' . \'\‘/
The analysis and findings are presented, in turn for.each q'te two major

. problems that were udentmed for this study The flrst problem is as follows:

What wete the fiscal equalrzatron effects of provincial and local
funding of Alberta school jurisdictions for the period 1981 through
1985" ' .
. \\‘ 4
Yy ' ‘
The cbjective of the first part of the study was to det‘mlne to what extent provincial
and local fundrng, expressed in per re?dent puprl terms, favoured less WEalthy school

Junsdrct»ons Wealth was expressed m terms of équalized assessment per resident

. buprl and for 1981, alSp in terms of average private household income.
—~ ,

-

}
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T: review, provinciaJ.I funding was taken to be the sum of grgnts. expressed in per
pupil terms, allocated under the School Foundation Program Fund, School Grants
Regulatiofls and Other @rants, as stated in the audited financial statement for each year,
for each jurisdiction. Additionally, local funding, which is generally thought to favour
wealthy jurisdictions, was examined in order to determine the extent of the probaple
disequalizing influence. Local funding was defined as the per pupil, supplementary

\ v

requisition for each schqol junsdlctlon Finally, the fiscal equalization effects ot ™

comblned provincial and local fundlng, that i Is, the total annual fund:ni,to each .

}\msd‘lctlon, were determ:ned for each year of the study in order lish gbas‘t} for

the analyses conducted in dealing with the second major problem: - ¥
The second major problem was as follows: - _:r
What were the fiscal equalization effects of the Alberta Educatlon
EQuity Grant introduced in 19852
D&prmining the fiscal equalizaition effects of the E/quity Grant, which in 1985

replaced the former fiscal equalization grants, was the primary focus of the study. The

analysis involved both longitudinal and cross-'s'ectional approaches. From the

gxtudmal perspective, the funding provnded\t;y—agg{gat\ed fiscal equalization grants )

fne Equity Grant fgr the period 1981 through_1985, was subphed to scrutlny R

' ddmonal comparative data related to the fiscal equalization grants, for the period 1975
through 1980, were avall‘a'ble from a study conducted by Jefferson (1982). The benetit
to school jurisﬁ;c_tions p?(’:vided by a'ggregated fiscal equalization grants for eachayear of ‘
the period 1981 through 1984, and by the 1985 Equit;' Grant was first expressed in
terms of mills of tax relief. In addmon the flscal equahzatlon impact of the 1981 to ‘fff

1984 aggregated fiscal equalization gr and the 1985 Equity Grantwas analyzed, as »

)

.-v 3 ‘ »

e
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in Problem 1, in terms ot weighted per pupil dollar inputs, the correlation coe'fficient,
the Bigini coeftlcient and the coefficient of variation. From the cross-sectional
perspective; the 1985 Equnty Gram was analyzed focussing only on the year 1985, with
the objective of determining the potential fiscal equalization impact of the new grant .
formula without the 20 percent - 80 pércent save-harmiess provision, which was part
of the 1985 folmula. The results of the analyses conducted in relation to Problem 2 will
provide some insight witie respect to the probable long-range impact of Alberta

Education equity funding ’to Alberta school jurisdictions.

Y T PROBLEM 1
Py )

”~

"

Problem 1 is divnded into three subrproblems Wthh are: c‘nec?wuth measurlng
% tlscalmualtzattevneﬁects of gavnpcxgt local, and combined provincial and local
fu‘hdlgg of school jUI’lSdIC‘HOﬂS
Dlstnbutlon of Provmcn‘a& Fundlng Analysns :

This section f the study %’unes the ftscal equahzatuon effects of Alberta Education
fundnng to school jurisdictions for the perM 1981 to 1385 using adju;.ted equalized
assessment per puptl as the measure otwealth aﬁd for purposes o cémpanson erage

private household income as a wealth measure for the year 1981, ?he related study sub-

problem is stated as follows: ) .
7 :
: Sub-problem 1. 1: 'What'Vvas the distribution of provinmal funds tos '
(// Alberta school jurisdictions in réelation to ' .
” A K ad]usted equalized assessment per pupil and a
- ) y .to average private household ihcome?

L) -, ' {
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" Tables 4.1@'4.5 indlcate the results of anaryzing the fiscal equalization effects 'of
provincial funding',using weighted per pupil dollar'.inputs. the correlathnpperﬂcient,
the Bigini coefﬂcierw andithe coefficient of variation. In these tables, and in all .
subsequent tables, the jurisdictions are divided into two.overall categories, which are
Jurisdiction Type, based on the form of organization, and Urban-RrJral, based von |

cation. | | |

-

Weighted per pupil dollar inputs. Ovér the period of the study,.provincial

funding to school jurisdictions increased substantially as indicated by wei.ghted;per pupil -

dollar inputs given in Table 4.1. FoQ r all schaol jurlsdlctrons the }p‘sase from
$2130.08 per pupil in 1981 to $2879 55 per pupil in 1985 represents ag35.2
percent increase over 1981funding. Therg was a comparatively Iarge increase of 17.7
percent in provincial fundirig for all jurisdic;tiqns in 1982, as compared to ivncreases g
9.3 percerrt in 1983 no increase in 1984 and a‘gs perc’e'nt increase iny1 985. The 35.2
percent increase in provincial educational fundmg over the five years of the study

compares favourably wittrthe 27.8 pe!ent lncrease in the Education Price Index for

Alberta (Statistics Canada, 1986). On a year to year basis the increases were as follows:

) 1981-82  1982- -84 1984-85
Proyincial Funding !ncrease: 17.7% 9.3% 0.0% 55%
Education Price Index Increase: 15.6% 4.2% 2.7% 3.3%

Weighted E)er pupil dellar inputs, glven in Table 4.1, indicafe gwicfe variation in
the level of proviheial funding prbvided to the various jurisdiction groupings.over the ot )
penod 1981 to 1985. School DIVISIOF\S and Tc')\lxﬁand Vrﬂages consrstenﬂy received
rﬁore than the average provincial per pupil fundrng. in 1981, funding to School

-

Divisions was, 7.2 per&ent higher and to Towns and Villages, 14.0 percent higher than



| : 4} . -
' the average. By 1985, ‘provincial funding to School Divisions had increasedg B
peréaﬁt, and for Towns and Villages to 16.1 percent above the level of per pupil funding

e

' .
‘ - ‘ "

<,

_ Table 4'.13

Provlncﬂ g.lendlng for 1981 to 1985: Weighted
',g r-Pupll D, Iar . Ipputs .-

v
"

' : ! #‘ R
Populatloh 1981 '1932 . 1963 - 10 i’r gﬂ B
e -‘_"%*: - .

N / ﬁ_-

.
" T S 2EREE S
.

i

Al Jurisdictions  N=136-139 2130.08 2506.84 2738.52: 2729.79 2879.55
Jurisdiction Type

Divisions N=30 2283.29 2687.63 2932.11 3965.77 3208.61
Counties N=30 , 2107.71 2529.48 2707.71 2743.57 2844.38
Public Districts , N=25+27 2075.63 2427.45 2688.05 .2629.71 2787.45
RCSSD N=45-47 215360 2514.98 2725.09 2752.87 2858.24
Urban-Rural o
» Large Cities N=4 2070.13 2404.17 2653.00 2587.86 2700.02
. ther Cities N=17-19 2060.71 2492.07 2761.66 2754.23 2987.4
‘o’tal Cities: - N=21-23 2068.18 242255 2676.46 2624.86 2764.5
owns & Villages N=46-47 2429.23 2822.20- 2956.82 3194.75 3343.84
Total Urban N=67-70 2093.08 "24498748 2696.20 2662.48 2803.44
Total Rural N=69 2197.60 2601.42 280715 2843.47 3010.74

Provincial Funding = SFPF + School Grants Regulations + Other Grantg/Enrolment
vxhted Per-Pupil Dollar Inputs = Wideww.ndinglﬂesident Pupils

- ) | ?
for all jurisdictipns. Roman Catholic Separate Scho'c!)l Districts (RCSSD'S) and Counties

were within 1 percent, while Public SchoolA Wo&s ranged from 1.9 percentto 3.7

i

_ ,
percent under the per pupil funding for ajl jugisdictions for the five yearszof thgétudy.

The foyr Large City schéol districts in Ca1§ary and Edmonton received consi SS

than average per pupNundmg .The disparity grew from 2.8 percent in 1981710 6.25
percent ;n 1985. The prowncual fundlng to Other City school districts lmproved

Wowever from a dehcut of 3.3 percent |n 1981 to 3.7 percent above averaqe in 1985.

Taking the Urban~Rural perspective, urban jurisdictions rece@d from 1.7 percent

N ’



(1981) tp 2.6 percent (1985) less than average fun&g while rural jurisdictions
[ N

regeived from 3.2 percenf (1981) to 4.6 percent (1985) more th?n thé per pupil

- funding for all jurisdictions. Through reviewing provincial funding to school

jurisdictions in terms of weighted per pupil dollar inputs, the disparities in fundi ',!ﬁ' .

the various types of jurisdictions were established. The remaining statistical me, r35 : v
Ve

§

were used in order to determine to what extent variations in provincial funding werl‘f “

related to jurisdiction wealth. . : T . .

b Loae e e
" ,orrgk‘l‘a‘tlon‘ cgeff!glentq. Cgeﬁiciargs of caggelation bétween provinciat %,
T . o : & 4L’

funding to school jurisdictions and jurisdiction wealth, measured by adjusted equai"

assessment per pupil and by average private household income are given in,Tabl;é‘. 24

N -5 SV
ovali Bk

hq' " * ., '

of strong correlation between provincial funding and wealjh, r‘all jﬁu’sdlcitbn! Sty e
i Xd U | *

Important correlation coefficients (>.250) aré_indicated in bold :Shpt.

L

:.-.-

L

L P — )
most obvious feature of the data in Table 4.2. Correléti&coéfﬁciems werg"strorlgly -

) 2

3
positive for Public School Districts for the years 1981 (.il 9),- 1882 (.773) and

~ R 4 T .
198§ (.439) and for Total Rural jurisdictions for the same period at .517, .648{,,,;3@9.; »

.407 respectively. The stronger relationship between wealth and provincial funding*or

-

1982 may be related to the large increase in fund'sg for that year as noted in TaBle 41,

For Counties, however, correlation coefficients were non-existent for 1982 (.002)but - .

were moderately negative for 1981 (-.377), 1983 (-'.325), 1984 (-.362) and 1985

(-.358). Provincial funding tp Total Urban jurisdictions ex\hibited relati\{ely low
negativé correlation coefficients for all years of the study. Despite the perceived lack of
affluence of RCSSD's, negative cqefﬁ\ciems of correlation between wealth and provincial
funding for the RCSSD group were weak for thesperiod of the study. Returning to the

weighted per pupil doliar input daaa of Table 4.1, howéver, this lack of étrong ne,gativé

>

, | .

]
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+  corelation is understandabie because provincial funding to RCSSD's did not vary more

than 1 percent from the level of
h

Comparing the average pri

ing to all jurisdictions.

A
ousehold incomemwealth measugg with the gdjusted

equalized assessmentiweaith measure for 1981, for all jurisdictions, we sée that

¢

\

. Table 4.2

ﬂlelatlo.hlp of Jurl&tlon "ﬁealth to Provincial Funding '
Given by the Correlation Coefficient
A2

i TN
198751981 1982 1983 1984 1985
[ 2 7] t 1] L3 4 *d L 2 ) E 2 2

All ﬁons N=136-139

Jurisdiction Type L4
Divisions N=30
Counties N=30
Public Districts  N425-27
RCSSD N=45-47

Urban-Rural
Large Cities N=4
Other Cities N=17-19
Total Cities . N=21-23
Towns & Villages N=46;47
Total Uban N=67-70

Total Rural * N=69

-0.223

-F198

-0.210

0.171 0.272 0.139 -0.068 0.003

0.220 0.122 0.104 0.228. 0.314

0.443-0.377 0.002-0.325-0.362-0.358
0.272° 0.619 0.773 0.439 0.035-0.329

-0.059 -0.107 -0.138 0.050 -0.116

-0.016-0.241 0.408 -0.023 0.436

0.515
-pé2-0.302 0.044 0.066 -0.079-0.405

-0.246-0.312 -0.068 -0.046 ~0.170 -0.207

-0.164
-0.280
-0.198

-0.107 -0.194 -0.199 -0.222 -0.061
-0.193 -0.227 -0.210-0.268-0.289
0.517 0.648 0.407 0.t44 0.183

' - : ‘

F
.
Jemnt Fanding = SFPF + School Grants Regulations + Other Grants/Enrolment

"*  Wealth = Adjusted

q
* * * The additional measure of wealth for the

income.

jzed Assessment per Résident Pupil for the years 1981 to 1985.

Was average private heusehold

Average privafe household income data were available for 110 school jurisdictions (17
Divisions, 30 Counties, 19 School Districts, 41 RCCSD's, 4 Large City, 17 Other Qity, 21
Total City, 4t Tewns and Villages, 62 Total Urban and 48 Total Rural) where the census
boundaries were coterminous with school jursdictions. i

Important correlations (>.250) are given in bold prifit.

provincial funding was negatively corr

k4

elated, at -.223 with income and positively

correlated, at .171, with‘assessment. For Total Rural jurisdictions, provincial funding

showed a weak negative correlation with income (-.198)-but a strong positive

N

—M
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correlation (.517) with assessment. It appears that provincial school funding is more |
favourable to less wedlthy schoot jurisdictions in terms of the income/Avealth measure
than if applying the traditional assessment/wealth measure.
The relationship between the two wealth measures was also subject to analysis. The
coefficients §f correlation between the two measures of wealth are given in Table 4.3.
Tﬁ)le 4.3 )
u &
Relatlonshlp of the WQ/alth Meesures, Adjusted Equalized

Assessment and Average PrivatesHousehold Income for
1981 Given by the Correlation Coefficient
- ke |

Jurlsdlctlon Type Urban-Rural
Divisions ~ Y65 Large Cities 596
Counties 486 . Other Cities ) 492
Public Districts 484 %  Total Cities | 465
RCSSD 312, *Towns and Villages .269
o "3 Total Urban 387
"« All Jurisdictions 311 . Total Rural 223

ealth = Adjusted Equalized Assessment per Resident Pupnl or Average Private ~
Household Income for 1981 °

Average private household income data wre available for 1 10 school jurisdictions (17
Divisions, 30 Coftinties, 19 School Districts, 41 RCCSD's, 4 Large City, 17 Other Gity, 21
Total City, ™1 Towns and Viltages, 62 tal Utban and 48 Total Rural) where the census
boundaries were coterminous witli S¢hoolj junsduchons

. .
\ . . : ' -

. 4
Correlation coefficients between income and property assessm e rxwodéhtely—

*

positive for afl jurisdiction greupings, widh certain exceptions. The cortéTation &
=

coefficients for Divisions, Large Cities, Towns and Villages and Total Rural groupings

were not significant. It appears that the two wealth measures? with some noted

ex@ons have similar capacities for defining wealthy and less wealthy school

]unsc/ ctions.
P 4

-
.
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)
Bigini coefficient. The fiscal equalization effects of provingial tunding to schooj,
jurisdictions as measured by the Bigini coefficient are given by Table 4.4. When using

the Bigini coefficient as a measure of fiscal equalization, the values can only be

" Table 4.4

Fiscal Equalization Effects of Provincial Funding
Given by the Bigini Coefficient

1981 1981 1982 1983 1984 1985

she '

L J
: All Jurisdictions N=136-139 -0.413 -0.397 -0.405 -0.414 -0.418 -0.412
.Iurlsdlctlon Type

Divisions N=30 -0.284 0.1Y1 0.117 0.127 0.109 0.130
Counties * N=30 . . -0.264 -0.189 -0.141 -0.119 -0.107 -0.113
. Public Districts oN=25-27 -0.312 -0.437 -0.427 -0.423 -0.445 -0.462
RCSSD N=45647 -0.570 -0.592 -0.678 -0.700 -0.683 -0.696
- Urban-Rural -
Large Gitibe ~“N«8 © = .0.431 -0.214 -0.220 -0.198 -0.222 -0.209
Other Cities N=17-19 -0.213 -0.249 -0.247 -0.231 -0.250 -0.299
Total Cities N=21-23 -0.356 -0.513 -0.554 -0.545 -0.576 -0.591
Towns &Villages N=46-47 -0.304 -0.209 -0.164 -0.213 -0.121 -0.093
Total Urban - N=67-70 -0.528 -0.681 -0.713 -0.697 -0.693 -0.698
Total Rural l\i=69 -0.219 0.103 0.115 0.117 0.113 0.119

‘ X .
. Govemnent Funding = SFPF + School Grants Regulations + Other Cérants/Enrolment
-~ \
** Wealth = Adjusted Equalized Assessment per Resi&ent Pupil for the years 1981 to 1985

* * * T additional measure of vealth for the year 1981 was average private household income *
Average private househoid income data were available for 110 school jurisdictions (17
Divisions, 30 CQunties, 19 Schogl Districts, 41 RCCSD's, 4 Large City, 17 Other City,

. 21 Total City, 41 Towns and ViIIaZes, 62 Total Urban and 48 Total Rural) where the census
boundaries were c&terminous with school jurisdictions. »

LA - -

~
interpreted in a relative sense. By contrast, for instance, coefficients of variation give
A .

-specific values for the range of a distribution above and below the mean. Positive Bigini

coefficients indicate that wéalthy school jurisdictions are receiving relatively more per

.
A

.
e,



pupil funding than less wealthy jurisdictions, whilenegatlve coefﬂclenfs point to e
situation of enhanced ﬂgal equalization for less wealthy jurisdictions. ‘

Examining the data in Table 4.4, it appears that frgm 1981 to 1985 there was '
little year to ;lear variation in the values of Bi'gini coefficients for most jurisdiction
groupings. The exception to this observation was the relatively large increase in the, .
vaiue of the negatiVe Bigini coefficient from 1981 to 1982 (-.592 to -.678) form |
provincial funding to RCSSD’s This anomaly may be related to the large increase in
provnrpal fundmg which occ.urred in 1982. The positive Blglnu coefticients for Schoo!
Divisions (1981=.111, 1985:'130),; although not strong|; positive, point toa'_.
distribution of funding that favoured more wealthy jurisdictions. Provincial fu:‘ding to
Counties (1981=-.189, 1985= -.113), favoured less wealthy jurisdictions, but ,
decreasingly so. In comparispn’to the coefficients for Divisions ang Cé"uhties,,m Bigint
coefficients for provincial funding to Public Districts (1981= -.437, 1998 -462)
and e§pecially to RCSSD's (1981= -.592, 1985= -.696) were strongly negative. |
These latter ceefficients indicate per pupil funding patterns that are highly favourable to

»

the less weatfthy jurisdictions within these groupings.
. A
From the Urban-Rural perspective, Total Cities maintained relatively strong

neaativé Bigini coefficients (1981= -.513, 1985= -.591) while there was a decline

[ N
inthe negatlve value of the Bigini coefficient for ToWns and Vlllages from -.209 in

!stgnce to Ias wealthy Towns :
e 'coe?ﬂcren?é for provincial

: 'vl&‘

1981 to- 093 m‘l,séb' Ihe decune wmf ,tes
.-and Vill _ : 1‘-"«? &' ,.3'" K

funding to ‘ " : 'I 19) Junsdrctwns shows a gradually
mcreasmg tendency to favour theumore weelthy rural Junschctlons Strongly neganve

Bigini coefficients indicate that the less wealthy school jurisdictions in the Total Urban
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ki
.

grouping (1981
-Using e
1981 yields a

85-.-.698) rgcelygd re}atlvelymore provincial fundlnb.
vate ho&sehold income as an éhemge measyre of wealth for
¥ of observations. l;u terms of income, a negative Bigini coefficient
(--219) indic at the provmcial funding to school jurisdictions was more
fa\q‘rable 9ss wealthy junsdactions in the Total Rural grouplng By contrast, a
positive coefficient is associated with assessment (.1Q3). It would appear, therefore,
that rural jurisdictions feceiving provincial funding are Ies§ wealthy in terms of
income than in termé of property. That seems likely to be an accurate observation with
respect to rural agricultural land owners. For the Total Urban grouping, the income/
wealth measure (-.528) provides a somewhat lowernegative Bigini coefficient for

[ 4
provincial funding than does the assessmentwealith measure (-.681). These findings

indicate that urban property tax payers were more wealthy in terms of income than in
terms of propég)?; a tinding which confirms empiricat observations with respect to the
relationship between urban property and income wearth. For all jurisdictions, the
Bigini coefficient for the income/wealth measure (-.413) is very close to that of the
asseésmer)t/wealth measure (-.397), suggesting that the two measures distinguish
Setweeg wealthy and less wealthy jurisdictions in a similar manner.

Coefticient of variation. Coefficients of variation in provincial funding to
Alberta school jurisdictions are given in Table 4.5. A consistent variation of less than
10 percent above and below the mean was found for all jUFISdIiﬂonS for ea'c:h}of tfpe five
years 0f the study. Rural jurisdictions, characterized by Counties and Dnv#:sxons showed
the least variation, at less than 8 percent. Public Districts and RCSSD's had the most
variation in provincial fbnding between jurisdictipns, at as much as 33 percent and 28

¢

percent respectively. Only two jurisdiction groupings experienced year to year



variations in provinclal funding over the perlod of thé study A slight decrease in the

degree of variation in funding was noted from 33.3 percem (1981) to 31.5 percent

77

(1985) for Public Districts and from 28.5 percent (1981) to 25.5 percent (1985)

for RCSSDss.

/

’

Examining the Urban-Rural groupings, the major influgnce on the higher variation

in the level of provinciéf funding for urban jurisdictions appears to relate to the tour

Large City jurisdictions (averaging 38.0 percent from 1981 to 1985). This is evident

from the relativelylsmall variation in provincial funding indicated for the Other City

L
(averaging 9.0 percent from 1981 to 1985) and Towns and Villages (averaging 5.0

percent from 1981 to 1985) groupings, which make up the remainder of the urban

category.

Table 4.5

Coefficients of Variation for Provincial Funding By Year

1082

1984 1983 1984 1985
All Jurisdictions N=136-139 0.098, 0.098 0.097 0.096  0.096
Jurisdiction Type AN
Divisions N=30 0.055 " 0.056 0.059 0.059  0.058
Caunties , N=30 0.073 0.077 .0.077 0.076 0.075
Public Districts  N=25-27 0.333,° 0.330 0.325 0.319 0.315
ACSSD N=45-47 0.285 0.275- 0.266 0.260 0.255
Urban-Rural . ‘ .
Large Cities ° N=4 0.327 0327 0328 0329 02329
Other Cities N=17-19 0.098  0.095 0.093 0.088  0.085
Total Cities N=21-23 0.232 0229 0226 0222 0.2%
Towns & Villages N=46-47 0.054 0.054 Q049 0.047 0.046
+ Total Urban N=67-70 0.207 0.205 0.201 0,198 « p.19%
Total Rural - N=69 0.033  0.034 _ 0.03¢ 0.033  0.033

v
-

Provincial Funding =-SFPF + School Grants Regulations + Othér Grants/Resident Pupils

L)

&

N

PR

The coefficients of variation for provincial fu‘ndjng to the various jurisdiction

[ 4
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groqpings were cémpléfﬁentary to the findings for fiscal equalization identitied through
the application of Bigini coefficients. Specifically, those jurisdictions with'relatively
high negative Bigini coefficients tor provincial funding, éuch as Pubilic Districts and
RCSSD's, were also found to have higher coefficients of variation. Negative Bigini
coefficients indicate tha.t‘ less wealthy jurisdictions were receiving more per pupil
funding than more wealthy jurisdictiqns. These ‘higher coefticients of var{ation n
provincial funding are likely an indication of the wider range in per pupil funding

-required to accommodate higher per pup‘il tunding to less wealthy jurisdictions.
Distribution of Provincial Funding: Findings "

. The analysis of the distribution of provincial funds to Alberta school jurisdictions
in terms of both adjusted equaliz\éd assessment per resident pupil and private household
income yields a number of relevant firtxdings. The distribution of provincial funds to
Alberta school jurisdictions increased substami‘ally from 1981 to 1985 (35.2
percent). The increase was 7.4 percent more than the rise in the Education Price Index.
There were no strong trends in wealth correlations for jurisdiction groupings from
1981 to 1985. In terms of adjusted equalized assessment per pupil, less wealthy Public
School Districts and RCSSD's were more likely to receive additional provincial funding
than less wealithy School Districts or Counties over the period of the study. However, the
findings varied with the measure of wealth that was employed. Rural jurisdictions that

~were less wealthy in terms of average private household income received more
prbvincial funding th?.q those rural_jurisdictions that were less wealthy in terms of
property. This finding indicates that rural jurisdictions are less weaithy in terms c[f
income than in terms ot property, which would seem to be an accurate observatidn for

the relationship between agricultural income and the assessed value of agricultura] land

13
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in rural areas. The opposite situation was observed for urban jurisdictions, which wbuld
indicate that urban taxpayers were more wealthy in terms of indbrhe than in terms o}
property. Téking all jurisdictions together, ;here was little to distiﬁguish be{ween the
distribution of provincial funding in terms of assessment (Bigini = -.397_) and in terms
of income. (Bigini = -.413). This indicates that, although the income/wealth measure
yields similar r(esults to the assessmentwealth measure for all_jurisdiciions, it could
be a valﬁatile alternate measure which disﬁnguish‘es between urban and rural wealth.
Distrjbution of Local Funding: Analysis
This section of the study examines the fiscal equalizgtioﬁ effects of local funding by

school jurisdictions for the periQd‘1981 to 1985 using adjusted equalized as;essment
per pupil as the measure of wealth and, for purposes of comparison, average private
household i;come as a wealth measure for the year 1981. The related study sub-

. problem is stated as follows:

Sub-problem 1.2: What was the distribution of local funds to
Alberta school jurisdictions in relation to
adjusted-equalized assessment per pupil and
to average private household income?

Tables 4.6 to 4.9 provide measures of the fiscal equalization effects 6f local funding
using weighted per pupil dollar inputs, the correlation coefficient, the Bigini coefficient
and the cbef,fi&e?ﬁ 6f variati’on.

Weighted per pupil dollar inputs. From 1981 to 1985 local funding to
school jurisdictions increased'subsranﬁai‘ty, as indicated by weighted per pupil doltar
inputs given in Table 4.6. For all school jurisdictions, the increase from $901.25 per

pupil in 1981 to $1381.17 per pupil in 1985, represents a 53.2 percent increase

over 1981 funding. The Education Price Index for Alberta (Statistics Canada, 1986)
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recorded only a 27.8 percent increase in education-related prices from 1981 t0 1985 ..
. P
On a year to year basis, the percentage increase in local funding compared to the

percentage increase in the Education Price index was as follows:

1981-82 1982-83 1983-84 1984-85 \
Local Funding Increase: 27.8% 11.0% 2.7% 6.1% B
Education Price Index Increase: 15.6% ' 42% 27% 33%

-

Over the period of the study, Scho_bl Divisions provided a higher level of iocal

funding to education than did the Counties. The discrepancy was as high as 12.3 percent

\

4

Table 4.6

Local Funding for 1981 to 1985: Weighted Per
Pupil Dollar Inputs p

, 1981 1982 1983 1984 1985

All Jurisdictions N=136-139 901.25 1146.36 1272.30 1306.56 1381.17
Jurisdiction Type \
Divisions N=30 807.63 1074.17 1158.01 1169.79 1250.97
Counties N=30 - 1 746.73 957.70 1031.32 1104.22 1226.29
Public Districts N=25-27 1059.79 1332.33 1486.14 1490.67 1546.05
RCSSD N=45-47 801.54 1002.87 1165.83 1228.12 1288.65
Urban-Rural
Large City N=4 1009.87 1289.58 1478.37 1502.08 1568.77
Other City N=17-19 1001.65 1176.70 1273.14 1267.71 1299.98
Total City N=21-23 1008.17 1265.96 1434.05 1449.94 1508.39
Towns & Villages N=46-47 635,55 780.28 824.61 874.02 932.77
Total Urban N=67-70 984.63 1234.39 1391.08 1411.33 1469.72
Total Rural ’ N=69 769.43 1003.67 1079.74 1129.48 1228.55

Local funding = Supplementary R\Qquisitjon/Resident Pupils
Weighted Per-Pupil Dollar Inputs =¥, Resident Pupils x Funding/Resident Pupils

!

in 1983. In 1985, however, the difference was reduced to only .02 percent. Public

Schobl Districts consistently funded education to a substantially higher level than
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RCSSD's, vi/ith a difference of 32.8 percent Indicated for 1883, while the funding gap
closed to | ’- "

19.9 percem by 1985. Examining city school districts, there was an increasing spread
| in local education funding between the four Large City jurisdictions and the Other City
school districts. No difference in funding was noted in 1981. By 19885, Large City
districts provided 20.7 percent mdre p;er pupil dollars than bther City school distric\ts.
Eduoatic‘)/n\funding provided by Town and Village school districts was strikingly low for
all five years of the study. Town and Village local funding was as much as 54.4 percent
lower than funding for all jurisdictions in 1983 and only rose to a level of 48.0 percent
below average in 1985.

Overall, urban school jurisdiction fuhding to education was greater than rural
funding by a margin of 28.1 percent in 1981, 22.9 percent in 1982, 28.9 pércent in .
1983 and 25.0 percent in 1984. The margin narrowed to 19.6 percent in 1985. The
influence of the much higher education funding by Large City jurisdictions on the Total
Urban weighted per pupil dollar input figures probably account for most of the
discrepancy between urban and rural local education funding.

Correlation coefficients. Coefficients of correlation between local funding to
school jurisdictions and jurisdiction wealth, meésured by adjusted equalized assessment
per pupil and by average private household income arcle given in Table 4.7. Important
correlation coefficients (>.250) are indicated in bold print. Over the five years of the
study, wealth correlations in terms of assessment were strongly positive, and
increasingly so ior all jurisdietion groupings. Wealth correlations were stronger for
RCSSD's (1981; .891, 1985= .900) than for Public School Districts (1.981= .665,

1985= .760) and stronger for Total Cities (1981= .961, 1985= .935) than for Towns



and Villages (1981= .764, 1985= .755).

Anomalies in the correlation coefficients for jurisdiétion groupings 'in some years
were apparent. A marked decrease in correlation between jurisdiction wealth and local
funding occurred in 1982 for Public Districts and RCSSD's. The School Districts most

affected by this trend were those in Towns and Villages. Conversely, wealth correlafns

Table 4.7

Relationship of Jurisdiction Weaith io Local Funding
Given by the Correlation Coefficient

1981 1981 1982 1983 1984 1985

. w '

All Jurisdictions N=136-139 0.266 0.654 0.645 0.664 0.734 0.787
Jurisdiction Type

Divisions N=30 -0.091 0.566 0.725 0.766 0.811 0.869
Counties N=30 0.327 0.633 0.716 0.733 0.668 0.691
Public Districts N=25-27 0.533 0.665_0.588 0.619 0.774 0.760
RCSSD N=45-47 0.295 0.891 0.822 0.878 0.891 0.900
Urban-Rural ' :
Large Cities N=4 -0.454 0.986 0.992 0.997 0.833 0.914
Other Cities N=17-19 0.563 0.984 0.980 0.978 0.980 0.961
Total Cities N=21-23 0.547 0.961.0.937: 0.936 0.953 0.935
Towns & Villages N=46-47 0.035 0.764 0.538 0.626 0.712 0.755
Total Urban N=67-70 0.392 0.800 0.639 0.631 0.766 0.784
Total Rural N=69 0.072 0.688 0.659 0.686 0.812 0.843

- Local funding = Supplementary Requisition/Resident Pupils

** Wealth = Adjusted Equalized Assessment per Resident Pupil for the years 1981 to 1985.
* * * The additional measure of wealth for the year 1981 was average private household
income.
Average private household income data were available for 110 school jurisdictions (17
Divisions, 30 Counties, 19 School Districts, 41 RCCSD's, 4 Large City, 17 Other City, 21
Total City, 41 Towns and Villages, 62 Total Urban and 48 Total Rural) where the census
boundaries were coterminous with school jurisdictions.

Important correlations (>.250) are given in bold print.

for Schoof Divisions and Counties increased markedly in 1982. As indicated in Table
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4.6, thére was a large lncrease.(27.2 percent) in local funding made by all jurisdictions -
in 1982. it is likely that the correlation ¢oetficients point to& Sltuation'ln which
| wealthy jurisdictions in Counties and in School Divisions responded strongly to the
perceived need for higher local funding. Their response resulted in increased wealth
correlations (Countl'es: 1981= .633, 1982= .716, Divisions: 1981= .566,1982=
.725). Meanwhile, school jurisdictions in Towns and Villages likely responded in a mo;e
uniform manner, with both weaithy a'nd less wealthy jurisdictions contributing td an
overall 22.8 percent increase in funding, resulting in a lower weaith correlation for
1982 (Towns & Villages: 1981=.764, 1982:.538). Wealth correlations for all city-
jurisdiction groupings wereley high from 1981 to 1984, with a sl'ightvdecline noted
for 1985. In rural jurisdictighs, steadily increasing, highly ~positive wealth
correlations; were indicated for School Divisions (1981=.566, 1982=.869): Countiesl
displayed an irregular pattern from year to year, with positive correlation coefticients
increasing to a lesser extent overall during the five years of the study (1 981 =.633,
1982=.691).

In 1981 coefficients of correlation between average private household income and
local funding for all jurisdictions groupings were substantially less than correlations
with the value of assessed property. The exception was local funding by Public Districts
’V\’/ith a correlation coefficient of .533 for income/wealth and only .665 for assessment/
wealth. |

Wealth correlations, in terms of assessment, for local education funding for all
school jurisdictions increased from .654 in 1981 to .787 in 1985. Increasing wealth

correlations from 1981 to 1985 point to a pattern of distribution of local school funding

which is clearly a force for fiscal disequalization in Alberta.
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Biginl coefficient. The fiscal eqhallzatlon effects of local funding td school

. |jurisdictions, as measured by the Bigini coefficient, are given by Table 4.8. in using
Bigini eoqfﬂciems as a measure of fiscal equalization, the values muét be interpreted in
a relative sense. Positive Bigin éoefﬂcients indicate that wealthy school pisdictions .
are receiving relatively more pdr pupil funding than less wealithy jurisdictions, while™ ¥
negative coefficients point to a si “ ation of enhanced fiscal equalization for less wealthy
jurisdictions. There is an argbigubus side to interpreting the fiscal equalization impact of
local %unding as measured by the Bigini coefficient. A negative Bigini coefficient indicates
that less wealthy jurisdictions are providing relatively more per pupii local funding.
Howaever, this situation very likely requires more fiscal effort on the pant of property
taxpayers in less wealthy jurisdictions. This study was concerned with child or student
equity, rather than taxpayer equity, but it is important to point out that a negative

Bigini coefficient may indicate a positive fiscal equalization effect for schools and
students but certainly at the expense of local taxpayers.

Examining the data in Table 4.8, it appears that there were two distinct and opposite
trends w}th respect to fiscal equalization in relafion to local educational funding for
urban Alberta jurisdictions from 1981 10 1985. Bigini coefficients for local education

funding for RCSSD's were strongly negative and grew from -.355 in 1981 1o -.533 in
1985, indicating a situation wherein less weaithy RCSSD's were increasing per pupil
funding eaéh year to a higher degree than were more wealthy RCSSb‘s. The major factar
in this trend was the funding activities of the Large Urban RCSSD's. Both\ the Other City
and the Towns and Villages groupings exhibited only slightly positive Bigini coefficients
for lbcal funding. Conversely, Bigini coéfficients for local education funding by Public

School Districts were positive and relatively stable at from .368 in 1981 to0 .360 in
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1985, signifying that wealthy jurisdictions were funding education to a higher level,

than were less wealthy jurisdictions for each year of the study.

Table 4.8

Fiscal Equalization Effects of Local Funding
Given By the Bigini Coefficient

o
wt

1981 1981 1982 1983 1984 1985 °

All Jurisdictions N=136-139 -0.321 -0.222 -0.219 -0.236 -0.238 -0.245
Jurisdiction Type

Divisions N=30 -0.260 0.265 0.315 0.336 0.314 0.336
Counties " N=30 -0.199 -0.098 0.078 0.085 0.098 0.110
Public Districts N=25-27 -0.235 0.368 0.351 0.357 0.357 0.360
RCSSD N=45-47 -0.455 -0.355 -0.486 -0.515- -0.504 -0.533
Urban-Rural
Large City N=4 -0.105 -0.123 -0.130 -0.136 -0.180 -0.178
Other City N=17-19 0.133 0.098 0.100 0.094 0.068 0.099
Total City N=21-23 -0.271 -0.305 -0.317 -0.354 -0.384 -0.397
Towns &Villages N=46-47 -0.247 0.070 0.067 0.043 0.104 0.109
Total Urban N=67-70 -0.387 -0.456 -0.513 -0.505 -0.501 -0.514 ;

Total Rural - N=69 -0.189 0.213 0.279 0.290 0.280 0.293

Local funding-=.Sypplementary RequisitioryResident Pupils
** Wealth = Adjusted Equalized Assessment per Resident Pupil fof the years 1981 to 1985

* ** The additional measure of wealth for the year 1981 was average private household
income. v
Average private household income data were available for 110 school jurisdictions (17
Divisions, 30 Counties, 19 School Districts, 41 RCCSD's, 4 Large City, 17 Other City, 21
Total City, 41 Towns and Villages, 62 Total Urban and 48 Tatal Rural) where the census
boundaries were coterminous with school jurisdictions.

Bigini coefficients for rural jurisdictions were positive, with Schoot Divjsions
much more strongly positive (1981=.265, 1985=.336) than Counties (1981= -.098,
1985=.110). The trend grew stronger for each successive year of the study. That is,
relatively wealthy School Divisions were more likely to fund education at a higher level

than relatively wealthy Counties. The reason for this difference may be related to the
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ditterent forms of education system-governance in effect in School Divisions and in

* Counties. That is, County school boards, which are composed of members responsible a7
both municipal and e'duwtional public spending, may exercise more fiscal restraint on
education than“wuld school boards in School Divisions, which are concerned only with
educational spending. |

For three jurisdiction groupings, using average private household income as the

measure of wealth yielded results dissimilar to those achieved when the adjusted
equalized assessment measure was used. The jurisdictions affected were School Divisions
(income = -.260, assessment = .265); Public School Districts (income = -.235,
assessment = .368) and Towns and Villages (income = -.247, assessment = .070). For
all three groupings, the assessment wealith measure produced a positive Bigini s
coefticient while the income wealth measure gave a negative Bigini coefficient for the

- year 1981. Therefore, if income were used as the measure of wealth for the three
jurisdiction groupings cited, the negative Bigini coefficient would indicate that less
wealthy jurisdictions, in terms of income (but more wealthy in terms of property),
were providing relatively more education funding than more wealthy jurisdictions. This
represents a positive fiscal equalization outcome for students, but an ambiguous |
situation for local taxpayers. .
Coefficient of variation. Coefficients of variation for local educational funding to
Alberta school jurisdictions are given in Tabl'e 4.9. On a year to year basis there were
few significant changes in coefficients of variation for any of the jurisdiction*groupings.
A consistent range of variation of 12.0 percent above or below the mean was found for all
jurisdictions for the five years of the study. School Divisions and Counties showed the

least variation, at less than 8.0 percent. Public Districts and RCSSD's displayed
\

i



variations in local funding to education averaging 35.0 percent and 30.0 percent
respectively, over the 'poriod ot the study. In examining the Urban-Rural groupings, the
major influence on the higher variation in the level of local funding for urban
jurisdictions a\ppears to be from the tour Large City jurisdictions (35.0

percent). This is evident from the relatively small variation in funding indicated for the
Other City (11.0 percent) and Towns and Villages (6.0 percent) groupings that make up

the remainder of the urban category.

Table 4.9

Coefficients of Variation for Local Funding By Year

1981 1982 1983 1984 1985

All Jurisdictions N=136-139 0.120 0.122 0.122 0.123 0.121
Jurisdiction Type
Divisions N=30 0.059 0.058 0.059 0.059 0.060
Counties N=30 0.086 0.081 0.080 0.086 0.090
Public Districts N=25-27 0.340 0.347 0.350 0.348 0.346
RCSSD N=45-47 0.303 0.301 0.291 0.289 0.292
Urban-Rural
Large Cities N=4 0.347 0.349 0.347 0.348 0.344
Other Cities N=17-19 0.113 0.108 0.105 0.099 0.098
Total Cities N=21-23 0.246 0.250 0.249 0.247 0.245
Towns &Villages N=46-47 0.063 0.061 0.055 0.053 0.053
Total Urban N=67-70 0.228 0.232 0.230 0.229 0.226
Total Rural N=69 0.038 0.035 0.035 0.037 0.039

Local Funding = Supplementary Requisition/Resident Pupils

Coefficients of variation found for local funding.to the various jurisdiction
groupings were generally complementary to the findings for fiscal equalization identified
through the application of Bigini coefficients. Specifically, those jurisdictions with
relatively high negative and positive Bigini coefficients for local funding, such as Public

Districts (high positive) and RCSSD's (higp negative), were also found to have higher

L 3



coefficients of variafion. These higher eooffldents of variation are likely an indication of
the increa;‘:ed range of per pupil funding amounts which are a result ot higher school

' tunding levels by both wealthy jurisdictions (positive Bigini coefficrent) and less
wealthy jurisdictions (negative Bigini). The exception to this observation is local
funding provided by School Divisions which wag characterized by relatively high Bigini
coefficients and low coefficients of variation over the five years of the study. This-findir'\g
indicates very little variation in the level of local funding for School Divisipns (6
percent) but wealthy Divisions consistently funded schools at a higher level than less
wealthy Divisions. v
Distribution of Local Funding: Findings

Examining the distribution of local educational funding to Alberta school

jurisdictions from 1981 to 1985 reveals an increasing local participation in overall
educational funding and a pattern of distribution which differed significantly from that of\
provincial funding. Over the period of the study, the increase (53.2 percent) in Iocai
per pupil funding for all jurisdictions substantially exceeded the increase in the Alberta
Education Price Index (27.8 percent). Public School District; increased ‘Iocal funﬁing‘ .
more than RCSSD's, from 1981 to 1985. However, a more detailed examination shows
that it was wealthy Public School Districts and less wealthy RCSSD's that contributed
increésingly more funding from year to .year. Wealthy School Divisions provided more
educational funding than did weélthy Counties. Overall, wealthy rural jurisdictions and
less wealthy urban jurisdictions contributed the highest per pupil funding over the
period of the study. Local educational funding was strongly correlated with assessment/
weaith for all jurisdiction groupings from 1981 to 1985, but less strongly correlated

with income for 1981. The increase in assessment/wealth correlations with local



funding, from 1981 to 1985, is an indication of increasing fiscal disequalization for

“Alberta school jurisdictions.

5

1 -

Distribution of Combined Provincial and Local Funding: Analysis .
This section of the‘stucy first, reviews the relationghip between pro\vincial aﬁd local
school funding in Alberta and goes on to examine the fiscal equalization effects of
provincial and local funding to school jurisdictions for the périod 1981 t0 1985. The
measures of wealth are adjusted ed.:alized assessment per pupil and, for purposes of .

comparison, average private household income for 1981.

Table 4.10

[
Ratio of Provincial to Local Education Funding, 1981-85

All Divisions Counties Public School RCSSD's
Jurisdictions Districts
> . Prov./Loc.  Prov./Loc. Provfloc. Prov./Loc. Prov./Loc.
(%) (%) (%) (%) (%)
1981 70/30 74/26 74/26 66/3 73727
1982 69/31 71/29 73/27 65/35 71/29
1983 68/32 71/29 72/28 64/36 70/30
1984 68/32 72/28 71/29 64/36 69/31
1985 68/32 72/28 70/30 63/37 69/31

Provincial Funding = SFPF + School Grants Regulations + Other Grants/Resident Pupils

Local Funding = Supplementary RequisitiorvResident Pupils

~.7

The ratio of provincial to local funding is a matter of growing concern to school
jurisdiction trustees and educators because, as the provincial share of educational

tunding declines from year to year due to fiscal constraints, the possibility of providing



compensatory Wing from provincial gources aiso deciines. For purposes of
illustration, the ratios of provincial tcr:cal per pupil tunding for two rural (School
Divisior‘and Counties) and two urban (Public School Districts and RCSSD's)
jurisdiction groupings for the period 1981 to 1985 are given in Tabie 4.10. The
standard propegy tax on all non-residential property, levied by the Governmaent of

Al as a source of revenue for the SFPF, was considered 1o be a part of provincial
rather than local funding, as recommended by Hill and Paige (1981,123) in their
report "Defining the Local Contribution to Local Expenditures - A Preliminary Report
The overall increase in the local contribution or decrease in the provincial contribution
to education tunding was 2 percent over the period 1981 to 1985. There was up to a 9
percent (1985) difference in the provincial/local funding ratio between urban Public
School Districts and rural Counties and a difference averaging 6 percent between urbanr
RCSSD's and Public School Districts over the period of the study. The decrease in the
proportion of provipcial funding was found to be a long-term trend that has been well-
documented eisewhere (Jetterson, 1982:123, Richards, 1986:30).

The study sub-problem related to provincial and local school funding 1s stated as

follows

Sub-problem 1.3: What was the distribution of combined provincial
and local funds to Alberta school jurisdictions in
relation to adjusted equalized assessment per
pupil and to average private household income?

Tables 4.11 to 4.14 provide measures of the fiscal equalization etfects ot provincial
and local funding, utilizing weighted per pupil dollar inputs, the correlation coefficient,

the Bigini coefficient and the coefficient of variation. The term “total funding” will also

be used to refer to combined provincial and local funding to school jurisdictions.
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Welghted per pupil dollar inputs. Over the period of the study, pro/in)al and
local funding to school jurisdictions increaséd substantially as mdicated by weighted per
pupil dollar inputs given in Table 4.11. For all school Jurrsdlctions the increase from
$3031.33 per pupil in 1981 to $4260 72 per pupil in 1985 represented a40.6
percent increase over 1981 funding. The Education Price Index for Alberta (Statistics
Canada,1986) recorded only a 27.é cercent increase in education-related prices from
198110 1985. Ona yeer to year basis, the percentage increase in total funding,
compared to the percentage increase in the Education Price Index was as follows;

1981-82 1982-83 1983-84 1984-85

Provincial and Local Funding Increase: 20.5% 9.9% 0.6% 5.6%

Education Price Index Increase: '15.6% 4.2% 2.7% 3.3%

Table 4.11

Combined Provincial and Local Funding for 1981 to 1985:
Weighted Per Pupil Dollar Inputs

1981 1982 1983 1984 1985

. All Jurisdictions N=136-139 3031.33 3653.20 4010.82 4036.35 4260.72

Jurisdiction Type
Divisions N=30 3090.92 3761.80 4090.12 4135.56 4459.58
Counties N=30 2854.44 3487.18 3739.03 3847.79 4070.62
Public Districts N=25-27 3135.42 " 3759.78 4174.19 4120.38 4333.50
RCSSD N=45-47 2955.14 3517.85 3890.92 3980.99 4146.89

Urban-Rural 4 '
Large Cities N=4 3080.00 3693.75 4131.37 4089.94 4286.79
Other Cities N=17-19 3062.36 3668.77 4034.80 4021.94 4287.44
Total Cities N=21-23 3076.35 3688.51 4110.&1 4074.80 4272.97
Towns & Villages N=46-47  3064.78 3602.48 3781.43 4068.77 4276.61
Total Urban N=67-70 3077.71 3682.87 4087.28 4073.81 4273.16
Total Rural N=69 2967.03 3605.09 3886.89 3972.95 4239.29

Provincial and Local Funding = SFPF + School Grants Regulations + Other Grants +
Supplementary Requisition/Resident Pupils

Weighted Per-Pupil Dollar Inputs = ¥ Resident Pupils x Funding/Resident Pupils
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Theré was no substantial difference in oombi’ned provincial and local funding
between Total Urban and Total Rural jurisdictions over the five years of the study.
However, urban jurisdictions consistently ;ébeiVed slightly higher total funding than did
rural jurisdictions. The difference in tota,l"funding ranged from a high of 5.2 percentin
1983, to a low of 0.8 percent in 1985/.: ‘I;here were no appreciable differences in funding
between the urban jurisdiction grogdings of La{ge Cities, Other Cities and Towns and
Villages from 1981 to 1985. Wythnn jurisdiction types;. however, funding differences
did prevail. Per pupil provingiél and local funding averaged 8.5 percent higher for
School Divisions than for (Cbunties over the five years of the study with a spread of 9.6
percentin 1985. Public"échool Districts averaged 5.7 percent higher total funding than
RCSSD's from 1981 to 1985, with a high of 7.3 percent in 1983.

Correlation coefficients. Coefficients of correlation between total funding to
schooljurisdictions and jurisdiction wealth, as measured by adjusted equalized
assessment perpupil and by average private household income, are given in Table 4.12.
Important correlation coefficients (>.250) are indicated in bold print. All correlation
coefficients for assessment/wea}th and total education funding are positive for the period
of the study. Correlation coefficients for all jurisdictions are moderately positive and
, declining slightly from a high of .575 in 19§2. to alow of .424 in 1984. Positive
wealth correl‘iations indicate that wealthier jurisdictions were receiving relatively more
per pupil provincial and local funding than were less wealthy jurisdictions. Total
funding to School Divisions was increasingly linked to wealith; correlation coefficients
increased from .480 in 1981 10 .664 in 1985. In comparison to Divisions, Counties

displayed weak wealith correlations throughout the period of the study. The coefficient of

correlation between wealth and Public School District total funding was strongly
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pgsitive in 1981 at .856 but had deciined to .532 by 1885. There were no strong
correlations between total education funding fo RCSSD's and to Towns and Villages from

1981 to 1985. The correlations between wealth and educaiional funding were very high

Table 4.12

Relationship of Jurisdiction Wealth to Combined, Provincial and Local
Funding Given by the Correlation icient

1981 1981 1982 1983 1984 1985

LR N o

All Jurisdictions N=136-139 -0.060 0.512 0.575 0.527 0.424 0.465
Jurisdiction Type '

Divisions N=30 -0.174 0.480 0.534 0.560 0.647 0.664
Counties N=30 -0.092 0.163 0.281 0.301 0.131 0.181
Public Districts N=25-27Q 0.330 0.856 0.855 0.759 0.655 0.532
;. RCSD N=45-47 0.077 0.288 _0.222 0.278 0.259 0.283
Urban-Rural :
Large Cities N=4 -0.630 0.971 0.959 0.923 0.715 0.831
Other Cities N=17-19 0.482 0.871 0.882 0.828 0.628 0.555
Total Cities N=21-23 0.458 0.846 0.807 0.745 0.559 0.439
Towns & Villages N=46-47 -0.221 0.120 -0.012 0.029 0.058 0.087
Total Urban N=67-70 -0.058 0.214 0.104 0.155 0.131 0.117

Total Rural N=69 -0.081 0.731 0.777 0.713 0.660 0.626

Provincial and Local Funding = SFPF + School Grants Regulations + Other Grants +
Supplementary Requisition/Resident Pupils

** Wealth 8! djusted Equalized Assessment per Resident Pupil for the years 1981 to 1985.
** * The additional measure of wealth for the year 1981 was average private household
income. '
Average private household income data were available for 110 school jurisdictions (17
Divisions, 30 Counties, 19 School Districts, 41 RCCSD's, 4 Large City, 17 Other City, 21
Total City, 41 Towns and Villages, 62 Total Urban and 48 Total Rural) where the census
boundaries were coterminous with school jurisdictions.

Important correlations (>.250) are given in bold print.

for Large City school districts in 1981 and in 1982. Total educationa! funding to Other

City school districts displayed a high wealth correlation in 1981 of .871, declining to
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.555 in 1985.

Coefficients of 60rrelation for average private household income and total education
fuﬁding for 1981 are notable only for the Public Districts and the Other City school
jurisdiction groupings. For both jurisdlction groupings the correlation coefficiént for
the incomeAwealth measure is substantially less than for the assessmentwealth
measure. Overall, the lack of strong positive or negétive income/Awealth correlations
would seem to demonstrate @at the dlstnbutlon of combined provmcnal and logal funding
was more fiscally neutral in terms of income than in terms of assessment.

- Bigini coefficient. The fiscal equalization effects of provincial and local funding
to s¢hool jurisdictions, as rﬁeasured by the Bigini coefficient, are given by Table 4.13.
When using Bigini coefficients as a measure of fiscal equalization, the values can only be
interpfeted in a relative sense. Positive Bigini coefficients indicate that wealthy schoot
jurisdictions are 'receiving more per pupil funding than less wealthy jurisdictions,
while negative coefficients point to a situation of improving fiscal equalization for less
wealthy jurisdictions. Examining the data in Table 4.13, it appears that from 1981 to
1985, there was comparatively little year to yéar variation in the values of Bigini
coefficients fof most jurisdiction groupings. There are three exceptions to this
observation. There is a relatively large increase in the value of the negative Bigini |
coefficient from 1981 to 1982 for funding to RCSSD's (-.544 to -.638); a smaller
decrease in the negative Bigini coefficient for Counties in 1982 (-.165 to -.119); and
an increase for Other Cities in 1985 (-.180 t0 -.232). Consistently positive Bigini
coefficients for total funding are unique to School Divisions. Although not strongly
positive, ;his trend points to a distribution of funding that favours more wealthy School

Divisions. Provincial and local funding to Counties favoured less wealthy jurisdictions,
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with'the exception of funding for 1985. In comparison to rural Divisions and Counties,

Bigini coefficients for funding to urban Public School Districts and especially to RCSSD's

-

Table 4.13

Fiscal Equalizatian Effects of Combined
Provincial and Local Funding Given by the Bigini Coefficient

1981 1981 1982 1983 1984 1985
‘e *h W

LA R i .k

All Jurisdictions N=136-139 -0.388 -0.346 -0.349 -0.361 -0.363 -0.358
Jurisdiction Type

Divisions N=30 -0.248 0.148 0.177 0.190 0.167 0.189
Counties N=30 -0.247 -0.165 -0.119 -0.100 -0.096 0.098
Public Districts N=25-27 - -0.283 -0.399 -0.391 -0.387 -0.399 -0.411
m N=45-47 -0.546 -0.544 -0.638 -0.661 -0.646 -0.662
Urban-Rural ' ‘
Large Cities N=4 -0.122 -0.186 -0.190 -0.177 -0.207 -0.198
Other Cities N=17-19 -0.146 -0.161 -0.171 -0.159 -0.180 -0.232
Total Cities N=21-23 -0.324 -0.437 -0.481 -0.481 -0.514 -0.531
Towns & Villages N=46-47 -0.294 -0.170 -0.122 -0.167 -0.082 -0.060
Total Urban N=67-70 -0.493 -0.629 -0.667 -0.650 -0.647 -0.655

Total Rural N=69 -0.211  0.103 0.139 0.141 0.129 0.140

e

Provincial and Local Funding = SFPF + School Grants Regulations + Other Grants +
, Supplementary Requisition/Resident Pupils
" Wealth = Adjusted Equalized Assessment per Resident Pupil for the years 1981 to 1985
" * * The additional measure of wealth for the year 1981 was average private household

income.
Average private household income data were available for 110 school jurisdictions (17
Divisions, 30 Caunties, 19 School Districts, 41 RCCSD's, 4 Large City, 17 Other City, 21

- Total City, 41 Towns and Villages, 62 Total Urban and 48 Total Rural) where the census
boundaries were coterminous with school jurisdictions.

are strongly negative which indicates that per pupil funding patterns were more
favourable to less wealthy jurisdictions within these groupings. From the overall Urban
Rural perspective, positive Bigiri coefficie?w‘tﬁ for funding to Total Rural jurisdictions

indicate a slightly increasing tendency (1981=.103 to 1985= .140) to favour more
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wealthy jurisdictions. Strongly negative Bigini coefficients for funding to fhe Total
Urban grouping (1981= -.629 to 1985= -.655)'demonstrates that less wealithy prban
school jurisdictions received relatively more provincial an;i local funding.

In terms of the aiternate wealth measure -- é‘verage private household income --
provincial and' local funding to school jurisdictions for 1981 was more favourable to
less wealthy jurisdictions in the Total Rural grouping. That is indicated by a negative
Bigini coefficient (-.211), as opposed to the positive value associated with assessment
(.103). For Total Urban school jurisdictions, the income/ wealth measure provides a
slightly lower negative Bigini cBeffi_cient (-.493) for total funding than the assessment
measuré (-.629). The comparison suggeSts that, for both urban and rural jurisdictions,
the distribution of provincial and local funding produced similar results when employing
either of the two wealth measures.

Coefficient of variation. Coefficients of variation for co\mbined provincial and
local educational funding to Alberta school jurisdictions are giveﬁ inTable 4.14. A
consistent-level of variation of 10.5 percent above or below the mean was found fof_ all
jurisdictions for the five years of the study. There is very little change in the
coefficients of variation from year to year tqr any junsduction grouping. On a yearly

basis, total fundlng for Divisions and for Countles sh&ws'ihe least variation, at less than
6.0 percent and 8.0 percent respectively. Public Districts and RCSSD's, display the
highest variation in total educational fdndfng , averaging 33.0 percent and 30.0 percent
respectively, over the period of the study. '

Examining the Urban-Rural groupings, there is a higher variation in the level of

provincial and local funding for Total Urban jurisdictions. The major factor in this

variation appears to be the four Large City jurisdictions (33.5 percent). This is evident
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from the relatively small variation in funding indicated for the Other City (9.0 percent)

and Towns and Villages (5.0 percent) groupings which make up the remainder of the

Table 4.14

Coefficlents of Variation for Combined Provincial and Local Funding
/

1981 1982 1983 1984 1985

All Jurisdictions N=136-139 0.104 0.105 0:105 0.105 0.104
Jurisdiction Type '

Divisions N=30 0.056  0.056 0.058 0.059 0.058
Counties N=30 0.077 0.078 0.078 0.078 0.079
Public Districts N=25-27 0.335 0.336 0.334 0.329 0.326
P N=45-47 0.289 0.282 0.274 0.269 - 0.267
Urb&n-Rural ,
Large Cities N=4 0.334 0.335 0.335 0.336 0.335
Other Cities N=17-19 0.100 0.097 0.096 0.090 -0.088
Total Cities - N=21-23 0.237 0.236 0.234 0.231 0.229
Towns & Villages N=46-47 0.056 0.055 0.050 0.048 0.047
Total Urban N=67-70 0.214 0.214 0.211 0.208 0.206

Total Rural N=69 0.034 0.034 0.034 0.034 0.034

Provincial and Local Funding = SFPF + School Grants Regf:laﬁons + Other Grants +
Supplementary Requisition/Resident Pupils

Total Urban category. Coefficients of variation for provincial and local funding to the
various jurisdict'ion groupings were complementary to the findings for fiscal
equalization identified through the application of Bigini coefficients. Specifically, those
jyrisdictions with relatively high negative Bigini coefficients for total funding, such as
Public Districts and RCSSD's, were also found to have high coefficignts of variation for
provincial and local funding. Negative Bigini coefficients indicate that less wealthy
jurisdictions were receiving more per pupil funding than more wealthy jurisdictions.
The relatively high coefficients of variation confirm that there was a wide variation in

funding that could be a result of directing higher -Ievels of per pupil funding to less
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wealthy jurisdictions.
\

Distribution of Combined Provinclal and Local Funding: Findings

The findings related to the distribution of combined provincial and local funding to
Alberta school jurisdictions were, as would be expected, a combination of the findings
from Sub-problem 1.1 (provihcial funding) and Sub-problem 1.2 (local funding). The
incréase in total educational funding from 1981 to 1985 (40.6 percent) was greater
than the increase in the Alberta Education Price index (27.8 percent). During the same
period, the proportion of the provincial contribution to education funding declined by 2
percent. For all jurisdictions, positive wealth correlations indicate that wealthier
jurisdictions were receiving relatively more per pupil provincial and local funding than
were less wealthy jurisdictions. School Divisions teceived more per pupil funding than
Counties, and Public School Districts received more funding than RCSSD's. Overall,
urban jurisdictions received slightly more funding than rural jurisdictions. School
Divisions were the only grouping where wealthy jurisdictions received relatively more
funding. In all other jurisdiction groupings, less wealthy schobl jurisdictions benefited
to a greater (Public School Districts, RCSSD's) or to a lesser (Counties, Towns and
Villages) extent. Qverall, less wealthy jurisdictions in urban areas received relatively
more provincial and local funding than less wealthy jurisdictions in rural areas. The
income/wealth measure indicates a distribution of total funding to school jurisdictions
simiiar to the assessrﬁent/wealth measure, with a tendency for funding to less wealthy
rural jurisdictions to be more favourable in terms of income than in-terms of

assessment.



PROBLEM 2

al equalization effects of the Alberta Education

Equity Grant intreaduced in 19857

This section contains an analysis of the distribution of the aggregated fiscal
equalization grants (1981 to 1984) and the 1985 Equity Grant. The distribution of
granté for 1981 to 1985 is first analyzed in terms of mills of tax reliet in sub-
problem 2.1. In sub-problem 2.2 the analysi; otgrants distribution for 1981 to 1985
"employs the four statistical measures used in the ahalysis of fiscal equalization effects in
problem 1. Finally, in sub-problem 2.3, the four statistical measures are used once '
again in analyzing the potential impact of the 1985 Equity Grant formula. This is
accomplished by comparing the fiscal equalization effects of combined provincial and
local funding, incorporating the hypothetical Equity Grant, (without the save-harmiless
constraints) to school funding with both the actual Equity Grant and with no Equity
Grant. Before proceeding with the gnalysis of Problem 2, the proportion of school
funding which is represented by equalization funding should be established.
Aggregated Fiscal Equélization
Grants and the Equity Grant: Proportion of School Funding

It is worthwhile to place the magnitude of the aggregateé equalization grants and the
1985 Equity Grantinto perspective. The 1984 equalization grants represented just @
3.43 percent of total provincial funding and 2.32 percent of combined provincial and
local funding to all school jurisdictions. in 1985, the Equity Grant amounted to a slightly

* larger proportion of total provincial (3.56 percent) and combined provincial and local

funding (2.41 percent). To clarify further the size and growth of provincial equalization
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funding to Alberta school jurisdictions from 1981 to 1985, the funding amounts are

giveY in Table 4.15. They are displayed in total dollars, in terms of dollars per resident

Table 4.15

Equalization Funding to Alberta School Jurisdictions: 1981-1985

Funding Per Resident Funding Price Index
Pupil Increase Increase
MRS 31,472,768.00 $ 76.99
Yag¥:» 35,687,040.00 86.63 12.5% 15.6%
1983: 36,299,952.00 89.06 2.8% 4.2%
1984. 39,449,328.00 93.61 51% 2.7%
1985: 44,533,872.00 105.84 13.1% 3.3%

-

Funding = aggregated fiscal equalizn grants (1981-84).and the 1985 Equity Grant

pupil, and in comparison to increases in the Alberta Education Price Index (Statistics
Canada, 1986). Aggregated fiscal equalization grants did not keep pace with increases in
the education price index from 1981 to 1984. In 1985, with the introduction of the new
Equity Grant, an increase in equalization funding over the previous year (13.1
percent), which was well beyond the level of inflation (3.3 percent), signalled a
stronger commitment to fiscal equalization on the part of Alberta Education.
Mills of Tax Relief: Analysis

Expressing equalization funding in terms of mills of tax relief provides a basis for
comparing the range of assistance received by school jurisdictions within each
jurisdiction grouping, for each of the five years gf the stuc'iy. In addition, longitudinal
observations are made using data for the period 1975 to 1980 from a study by

Jefterson (1982:89-98). The fourth sub-problem of the study.is as follows:



101

o

Sub-prbb‘: Wh;t was the distribution of aggregated fiscal
equalization grants for the years 1981 through
1984, and the 1985 Equity Grant to Alberta
school jurisdictions In terms of mills of tax
. reliet per school jurisdiction?
Tables 4.16 t0 4,20 give the distribution of aggregated fiscal equalization grants
and the 1985 E;quity Grant to Alberta school jurisdictions for the period 1981 to 1985
in terms of mills of tax relief. The term "equalization grants” is used to r_efer
collectively to the 1981-84 fiscal equalization grants and to the 1985 Equity Grant.
1981. Table 4.16 gives the distribution of aggregated fiscal equalization grants
for 1981. All but two jurisdictions, one Public School District and one RCSSD, received
provincial support, with 80 percent of all jurisdictions receiving 15 mills or less. For
purposes of comparison, 15 mills of tax relief was established as the point beyond which
extraordinary provincial support was being offered to less wealthy school jurisdictions.
The 15 mill convention was also used by Jefferson (1982:89-98). The jurisdiction
grouping that benefited most from fiscal equalization grants was RCSSD's. Almost half of
RCSSD's received more than 15 mills of assistance, as compared to 6.7 percent for
School Divisions, 3.3 percent for Counties and 4.0 percent for Public School Districts.
Eight RCSSD's, or 17.7 percent, received more than 40 mills of support. From the
Urban-Rural perspective, Towns and} Villages were the recipients of the highest level of
support; 43.5 percent received more than 15 mills, as compared to no support at that
level for Large Cities and Other Cities and 7.2 percertt for the Total Rural jurisdiction
grouping. it would appear that RCSSD's situated in Towns or Villages received the highest
level of tax relief from provintial fiscal equalization grants in 1981.

1982. Table 4.17 gives the distribution of aggregated fiscal equalization grants for
¥

1982. One new RCSSD was added to the 1982 jurisdiction data. As in 1981, 99 percent



102

. .mEE.O JUBWSSISSY 8leJ0dI0)) PUE ‘SIURIY) |BIUSWSIOU|
‘S3OUBMOYY UONEI0T ‘SIUBID) Judwioug Buunong *SIuei a0ueISISSY J004IS ([BWS ‘SIUBID) UONIIPSUNE BWwS
‘syueI”) BuuadQ |00YIS 8lBALd ‘SIURIL) uojeagenb3 uonsibay Aseluawaiddng = slueso) uoliezienb3 (eosi4

e

(0001/ WUBWSSasSe paziienba paisnipesiuesb uoneziienba |eosy paiebaibbe = sjiw ul jaias xe |

_— e m— e e - . - ——

%99 %Gl %l0 %Ce %lLE %S %YLl %66l %2l %S| (%)
91 6 2 ! € S L ve L2 9g 2 jlejol
%805 69 4 0 1 0 2 0 e 4 6€ 0 feiny |ejo}
%6 €E 9P L A 0 € € S g 0l % | sabe||IA B Sumo}
%S2L L} 0 0 0 + 0 0 2 Z € 0l 0 santD 18I0
%6C ¥ 0 0 o "~ o0 0 0 0 0 € T saniy) abse
jeiny-ueqin
%69 %Gt %O  %ET  %EE %IV %69l %GBl WLEP %S| (%)
ocl 6 Z ! € G 9 22 ve 9s 2 lejol
%S Ve Sv 8 ! 0 € vy - 9 (] S L ! assod
%261 SZ 0 1 0 0 0 0 € 9 vl L siousig aqnd
%€ 0 0 0 0 0 | 0 14 8 Lt 0 $8qUN0YD
%L'€2 0F it 0 ! 0 0 0 S S 81 0 SUoISIAIQ
adAj uonaipsunp

< 000y 00GSE O000E 00SZ 000Z 00GL 000L 00S

% {10l 100y -L0FE -L0°0E -10°SZ -L0°0T -LO'SL -10°0L -10'S 1000 ~ SHIN

-

1861 10} sjuelo uonezienb3 jeasiy AQ papiroid w:ozo_vm::_. JooYydS 0} Ja119y xel

91’y 3lqey



103

"SIUBID) JUBWISSASSY 3le10dI0)) pue 'SIURIL) [BIUBWIBIOU|
‘S90UBMOIY UOIIRIOT ‘SlueIf) JuaWw|01ug Buiuda(g 'SIUBIY) 80UR|SISSY [O0UQS (leWS ‘SIUBIS UONDIPSUN( |lewS
‘Siuess) buuadQ 100yoS 8leAld ‘SHUBIL) uoneZIIENDT UONISINDAY Aseluawsiddng = sjuelr) uolezienb3 [eosiy4

(0001/ uBWSSaSSE pazienba paisnipe/siuelb uonezienba jeasy parebaibbe = SHILY Ul Janal xe |

%99 %S NCC  WLO  %bYV %99 %lLCL %612 %Iy %S| %

LEL 6 2 5 L 9 6 8l o€ LS 2 jelo
%% 0S 69 L 0 0 1 ! 2z 8 Gl 87 0 [einy e1og
%I EE Y 8 Z € S 9 . (1] 4 1 sabeiA ® sumo
%L €L 81 0 0 0 0 0 b £ S 6 0 S8 18ylo
%62 ¥ 0 0 0 0 0 0 0 0 £ ! sanp ebie
jeiny-ueqin
%69 %St  %ET %80  %BE  %L'9  %OEL %I0Z %SEY %S0 %
et 6 4 £ 1 S 8 7\ L2 LS 2 lejol
%1L'GE 9 ] 2 € 0 t v it L 9 b assoH
%1 6L G2 1 0 0 0 0 2 0 L 4t t sousIg aand
%622 0f 0 0 0 0 Lo« L € L 81 0 Sanuno)
%622 0€ 0 0 0 | 0 1 € 9 61 0 SUOISIAIQ
adA) uopsipsung
< 000r 00'SE 000¢€ 00SZ 000Z 00SL 000L O00S
% €01 -10°0¥ -10°SE -LO'OE -L0°SZ -10°0Z -LO'SL -L0°0OL ~-LO'S -10° 0 sl

7
2861 10} sjuesn uopeziienb3 jeasiy AqQ papinoid SUORIIPSLING [00YIS O} jaljay Xxey

L1’V 3iqe)



SIURIO) JUASSASS Y IOy PUPCSIURPID [BIUAWSIN]
'SADUPMONY UOHEDOT "SIURIC) JUAWI0IUT DUILIDA(] "SIUBID) BOURISISSY 100UDS |IEWS "SIUBID UOKIPSUNS JIEWS
“s1ue 10 BUIN3AQ) 100UDS BIBALIY ‘SIUBIC) UONEZIIENDT UORISINDeY AJRIUAWAIAANS = SIUBIH uonezienb3 1eosi4

¥

104

(0001/ JuBWSSasse pazienba paisnipe/siueib uonezienba jeosy peebaibbe = spprw w1 xey

%EP %l 0 %Pl %8G %22 %BG %62l %v6l %09V %Yl Yo

6E1L 9 l 2 8 £ 8 81 L2 v9 2 jelol
%96r 69 1 0 0 | 0 2 8 £l 44 0 jeiny jeioy
%G e 8¥ G i Z L £ G 9 b 8 0 sabe(jip B Sumo|
%62t 81 0 0 0 0 0 1 v € o] 0 sam) Y0
%62 Vv 0 0 0 0 0 0 0 0 2 2 san) 8b1e7
|einy-ueqin

%Gt %80 %St %09 %EZT %SP %02l %8Bl %L8Y %GI %
£cl 9 i 2 8 € 9 91 G2 v9 2z |ejol
%ESE LY S | 2z L € € L g 8 0 QsSSOM
%G6L 92 1 0 0 0 0 1 2 € Ll 2 s1omsIq Hand
%922 0€ 0 0 0 0 0 L € S 12 0 sanuno)
%922 OF 0 0 0 L 0 ! p 9 8l 0 suoisnd®
adA) :o_.u_uﬁ&..:.

< 000F¥ O00SE 000 00SZ 000Z O0SL 00OL 00S

% jelol -L0°0F -LO'SE -10°0E -10°SZ -L0°0Z -10'SL -L0°OF -10S -10° O SIN

£861 10} sjuess) uoneziienby |easi4 AQ popIrcid SUON2IPSUNP [O0YIS O} JBIIdYH xelL

gL'y 9Iqe}



105

*SIUBID) JUBWISSISSY 818100100 PUE 'SIUBIL) [BIUSWSIOU|
'S30UBMOI|Y UONEDOT ‘SIURID) JusWw|oIuT Buludaq 'slue:n) SOUBISISSY |00UDS fRWS ‘SIUBIL) UOHOIPSLINE fews
‘Sluesg) buuadQ 100yos sleALd ‘Siuelg) uoezienbg uoisinbay Aeluswalddng = sjueln) uolezienb3 eosiy

—_—

(0001/ luswssasse pazifenba pajsnipe/siuesb uonezienbs [eosy payebaibbe = sjw uy jayal xe |

3

%IE  %L0 %YL %IEC %0G %98 %Zel %GOl %RSLY %LO

%

6Eb | g S L 2k L g2 99 | lejog
4

%9'6F 69 ! 0 0 L I € 9 Lt oy 0 lesny eloy
. %8EE  Lb b { 2 14 g 8 8 6- 9 0 sabejiA g sumoy
%LEL 61 0 0 0 0 | | € € L 0 $aMID JAUI0
%62 v 0 0 0 0 0 0 0 0 € | samo abie
’ . feiny-ueqin

- %LE  WLO %G| WLE %G %8 %V OL %bOL %E6Y %L0 %
vEL ¢ | 2 € L L 4! 22 99 I felog
%L'SE  L¥ 14 I Z 14 9 L 9 8 6 0 assoy
%102 L2 I 0 0 0 0 } € g 91 I s1ouIsIqQ Jgnd
%yeZ 0 , 0 0 0o 0 0 € g v ¥4 0 safunoy
%¥eZ 0 0 0 0 I b 0 £ g /om 0 suoIsIAIQ
adA1 uonopsunp

< 000V 00°SE 000 00'GZ 000z BO'SL 00DL 00°C
% [B0L -L0°0Y -LO'SE -10°0E -10°SZ -10°0Z -LO'SL -LO'OL -LO'S  -10° O ST

v861 10} sjuean uonezienby &ﬁw_..._ Aq papiaoid suondipsune j0oyas o) jayay xejp
. .

6Ly aiqel



106

%9 6%
%8'EE
%lL'EL
%62

%1’SE
%\ 02
%¥'2e
%V ce

6El

69
VA4
6t
14

124}

A4
L2
o€
>

%0'S %00

O O W v
[N = B e B w]

%e'S %L0

O O+~ ©
-0 OO0

%b |

O O v~ v+

%L0

O OO v~

%9'E

Q- M

%lL'€

-0 O <

aouesIq + Alisiedg + Ajioede) jeost4 = Jueit) Alinb3 6861

(000 1/ luswssasse pazienba paisnipeaueln AINb3 = syiw ul §s)ss xe |

%L %P6  %ZZl %08l %Ly %bl
0t £l L) Ge 8G 4

l S S cl [ 0
8 9 0! L 9 0
1 4 4 9 L 0
0 0 0 0 4 I

%S L %06 %VEL %LGL %Gy ’ %S’
01 - ¢l 8 (%7 LS 4

8 S 8 8 L 0
0 ¢ 14 S £l c
} £ ! L 8 0
1 Z S ! 61 0

Y%
jejoL

jeiny jeio}
sabeyjIA g sumo|
saD J8ylo
sann abie
[einy-ueqin

%
ejol

assoy

spusIq dJand
SSAUN0YD

SUOISIAIQ

adA)l uopaipsunp

. %

< 000y 00°SE 000€ 00SZ 0002 00'SL 000F 00S
jelol -LO'OY -LO'SE -LOOE -L0'GZ -L0°0Z -LO'GE -LO'OL  -LO'S 100 0

SN

6861 40} Juein Aynb3 eyl Aa napinoid SUONIIPSLINP |OOYIS O} Jaljoy xel

B

0Z'v 91qel

L



107

of Jurisdictions in 1982 received fiscal eqyallzatlon grants. Overall, the number of
jurisdictions which received more than 15 mills of tax relief incr'eased slightly from _
19.9 percent in 1981 to 22.0 percent in 1982. The distributibn pattern for grants was
largely unchanged from 1981. The exception was an increase in the number ofwmies
(1981=3.3 percent, 1982=6.6 percent) and Public School Districts (1981 : J
percent, 1982=12.0 percent) that received more than 15 mills of tax relief.

1983. Table 4.18 gives the distribution of aggregated fiscal equalization grants
for 1983. In 1983 one Public School District and §ne RCSSD were added to the
jurisdiction data. In 1983, the number of jurisdictions receiving more than 15 mills in
tax reliet declined slightly to 20.2 percent as compared to 22.0 percent in 1982. Public
School Districts receiving more than 15 mills of support declined from 12.0 percent in
198210 7.7 percent in 1983, while Counties receiving extraordinary grants decreased
to the 1981 level of 3.3 percent. In 1983, one additional Large Cityl school district
received at least 5 mills of tax relief.

1984. Table 4.19 gives the distribution of aggregated fiscal equalization grants for
1984. In 1984 one Public School District was added to the jurisdiction data. For 1984,
22.9 percent of school jurisdictions received more than 15 mils in provincial support,
increasirig from 20.2 percentin 1983. The jurisdiction groupings which experienced
increased tax relief beyond 15 mills were Counties (1983=3.3 percent, 1984=10.0
percent), RCSSD's (1983=44.7 percent, 1984=51.1 percent), Other Cities
(1983=5.5 percent, 1984=10.5 percent), Towns and Villages (1983=47.9 percent,
1984=51.1 percent) and Total Rural (198‘3=5.8 percent, 1984=8.7 percent).

In examining the differences in the distribution of fiscal equalization grants from

1981 to 1984, some trends were observed. The number ot jurisdictions receiving
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support at thg 0 to 5 mills level increased from 43.1 percent in 1981 to 49.3 percent
in 1984. There were notable decreases at the 10 to 15 mills level (1981=16.9 percent,
1984=10.4 percent) and the 40 mills and over ievel (1981=6.9 percent, 1984=3.7
percent). Overall, the number of jurisdlct‘lons receiving tax relief at 15 mills and
beyond increased from 20.0 pércem in 1981 to 23.0 percent in 1984.

1985. Table 4.20 gives the distribution of the Equity grant for 1985. As the basis
upon which the new Equity Grant was distributed was quite aiﬁerent from thatof the
previous fiscal equalization grants, some substantial differences were expeZ::. These

differences would, of course, be moderated by the 20 percent - 80 percent save-
~.harmless provision in the 1985 formula. Tax relief provided by the Equity Grant beyond
the 15 mill level wés extended to 26.6 percent of jurisdictions from 22.9 percent in
1984. The increase in provfncial support went to the Total Rural and Other Cities
grou'pings.‘ In the Total Rural grouping 13.0 percent received assistance beyond the 15
mill level in 1985, as compared to 8.7 percent in 1984, while in the Other Cities
category, the increase was from 10.5 percefit in 1984 to 21.0 percent in 1985. Fiscal
equalization funding to the RCSSD grouping remained largely unchanged in 1985, the
exception was an increase from four RCSSD's in 1984 to six in 1985, that received 40
mills\/or more in tax relief. |
1975-1980. Data from a study by Jefferson (1982:89-98) revealed that the
proportion of school jurisdictions receiving fiscal equalization grants in the period
1975 to 1980 grew slightly from 87 percent in 1975 to 90 percent in 1980. The study
also indicated a gradual decrease in the numbers of school jurisdictions receiving 15

mills 0, more of tax relief, from 37 percent in 1975 to 25 percent in 1980. From

1975 to . 980 RCSSD's consistently benefited the most while Schoo! Divisions, Counties
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and Public School Districts benefited the least from fiscal equalization funding.
Mills of Tax Relief: Findings
Examining fiscal equalization funding, expressed in terms of mills of tax reliet,
A

3

for the period 1975 to 1985, revealed some notable trends. There was a trend to Ty .
extending equalization funding to almost all jurisdictions. All but two Large City school : ‘\\ \
jurisdictions (99 percent) received tax relief from provincial equalization grants from \‘
1981 to 1985. Howewver, from 1975 to 1980, participation in equalization funding
ranged from a low of 87.4 percent in 1976 when 20 jurisdictions recei‘ved no additional
funding to a high of 90.6 percent in 1978 when 15 jurisdictions did not receive
equalization funding. There was a trend to decreased equalization funding beyond the 15
mill level. The number of school jurisdictions receiving more than 15 miils of tax relief
declined in an irregular manner (1976 = 25 percent, 1978 = 34 percent, 1980 = 25
percent) from a high of 3; percent in 1975, to a low of 20 percent in 1983. There was
an incre- % 27 percent for the 1985 Equity Grant. From 1975 to 1985 RCSSD's
consistently received the strongest provingcial support beyond the 15 mill level . In
comparison to the equalization grants of previous years, the 1985 Equity Grant provided
slightly more assistance beyond the 15 mill level to all jurisdictions and improved tax
relief to Other Cities, School Divisions and Counties:.
Distribution of Aggregated Fiscal
Equalization Grants and the Equity Grant: Analysis

This section of the study examines the fiscal equalization effects of aggregated fiscal
equalization grants and the 1985 Equjty Grant for the period 1981 to 1985. The

analysis employs adjusted equalized assessment per pupil as the measure of wealth and,

for purposes of cosparison, average private household income as a wealth measure for
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the year 1981. The related study sub-problem Ls stated as. follows:

Sub-problem 2.2: What was the distribution of aggregated fiscal
equalization grants for the years 1981 through
1984, and the 1985 Equity Grant to Alberta .
school Jurisdictions In relation to adjusted
equalized assessment per pupil and to average

private household income?
™

: \

The fiscal equalization effects of aggrégated fiscal equalization Qrants and thé'{duity
‘Grant, indicated by weighted per pupil dollar inputs, the correlation coefficient, the’
Bigini coetficient and the coefficient of variation are given in Tables 4.21 to 4.24.

Weighted per pupil dollar inputs. Th;-distribution of fiscal equalization

grants and the Equity Grant is given in terms of weighted per pupil dollar inputs in Table
4.21. Over the five-year period of the study, with the exception of 1985, equalization
grants, expressed as weighted per pupil dollar inputs, did not keep pace with increases

in educational costs in Alberta. Using 1981 as the base year (100), the increases in
equalization grants to all jurisdictions from 1981 to 1985, when compared to the

Education Price Index were as follows:

1981-82 1982-83 1983-84 1984-85
Equalization Grants: 112.5 115.7 121.6 137.5
Education Price Index: 115.6 120.4 123.7 127.8

The 1985 Equity Grant marked a substantial departure from the equalization grant
funding of previous years. The Equity Grant boosted the increase in the level of
provincial equalization support to 9.7 percent above the increase in the Education f’fice
Index. In reviewing the juri;dimion types, School Divisions, Counties and RCSSD's

received equalization grants which were well above the value for all jurisdictions,
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referred to here as the average, for each year of the study. in 1981, School Divisions aﬁd
Counties recsived equalization grants which were, respectively, 71.6 percent and 22.7
percent above average. By 1984, this advantage had risen to 85.3 percent and to 31.4
percent. In 1985, the Equity Grant received by School Divisions was 86.1 percent and
for Counties, 35.7 percent above the level for all jurisdictions. RCSSD's also enjoyed an

Table 4.21

Aggregated Fiscal Equalizations Grants and the Equity
Grant: Weighted Per Pupil Dollar Inputs '

1981 1982 1983 1984 1985

All Jurisdictions - N=136-139  76.99 86.63 89.06 93.61 - 105.84
Jurisdiction Type

Divisions N=30 132.09 155.61 168.44 173.47 1 96.95
Counties ' N=30 94.50 113.70 110.95 123.04 143.67
Public Districts N=25-27 26.94 25.24 28.70 35.03 41.09
RCSSD N=45-47 119.98 130.60 122.67 116.87 122.43
Urban-Rural
Large Cities N=4 21.94 15.84 12.63 10.61 10.47
Other Cities N=17-19 95.24 11385 125.34 138.17 165.35
Total Cities ‘N=21-23 37.11 36.24 36.97 38.99 45.26
Towns & Villages N=46-47 24454 29590 307.74 343.99 35566
Total Urban N=67-70 50.51 53.11 56.05 59.43 66.10
Total Rural N=69 118.89 140.97 14258 151.39 174.33

Fiscal Equalization Grants = Supplementary Requisition Equafization Grants, Private School
Opening Grants, Small Jurisdiction Grants, Small School
Assistance Grants, Declining Enrolment Grants, Location
Allowances, Incremental Grants, and Comorate Assessment
Grants.

1985 Equity Grant = Fiscal Capacity + Sparsity + Distance
Weighted Per-Pupil Dollar Inputs = 3 Resident Pupils x Funding/Resident Pupils
. ’\
A

advantage in equalization grants for the period 1981 to 1985. Howé\}er, including the

two Large City RCSSD's, which received relatively little equalization grant support, in
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" the RCSSD group funding data, served to diiute the impact of the values given for
equalization funding to RCSSD's. The Towns and Villages grouping, in which 72 percent of -
the jurisdictions were RCSSD's and, which excluded the two Large Clity RCSSD's, gives a
more accurate measure of the impact of equalization funding on RCSSD's. Towns and
Villages received by far the most equalization funding in terms of weighted per pupil
dollars at 217.6 percent above the 1981 average, growing to 267.5 percent above in
1984; and declining somewhat to 236.0 percent above the level of equalization grant
funding for all jurisdictions in 1985.

Equalization tunding for Public Districts was at only 35.0 percent of the level for
all jurisdictior:s in 1981, increasing slightly to 37.4 percent in 1984 and again to 38.8
percent in 1985. Similar to the impact of the Large City RCSSD's on funding data for the
RCSSD group, the weighted per pupil dollar data for Public Districts was strongly
influenced by the two Large City Public Districts, which for most years of the study,
received no equalization funding. Excluding the student populations of the two Large City
Public Districts from the Public Districts data would have substantially increased the .
ovérall level of equalization grants in terms of weighted per pupil doltar inputs to Public

Districts.

. 4
i

From an Urban-Rural perspective, the Total Rural grouping received much higher
equalization grants i "erms of weighted per pupil dollar inputs, than did the Total Urban
grouping by a ta~ ~t three to one. Excluding the four Large City Districts from

thedatawould - - - .~ maller gap in the levels of provincial support between the

Rural and Urb# T

poupings.
Correlatior . Coefficients of correlation between equalization

grants to school jurisdictions and jurisdiction wealth, measured by adjusted equalized
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assessment per pupil and by average private housshold income are given in Table 4.22.
Important correlation coefficients (>.250) are indicated in bold print. For All
Jurisdictions, correlation coefficients are.not significant for the years 1981 to 1984.

There is a modest negative correlation of -.235 for the year of the new Equity Grant -

19885. S
' Table 4.22
Relationship of Jurisdiction Wealth to Aggregated Fiscal
Equalization Grants and the Equity Grant Given by the
Correlation Coefficient
1981 1981 1982 1983 1984 1985
All Jurisdictions -0.333 0.098 -0.122 -0.013 -0.145 -0.235
Jurisdiction Type
Divisions -0.535 0.062 -0.043 -0.112 -0.083 -D.066
Counties -0.426 -0.765 -0.688 -0.541 -0.483 -0.591
Public Districts -0.166 0.676 0.399 0.484 0.174 -0.122
RCSSD -0.432 -0.479 -0.489 -0.615 -0.500 -0.658
Urban-Rural
Large Cities 0.584 -0.895 -0.939 -0.884 -0.796 -0.633
Other Cities -0.093 -0.624 -0.670 -0.761 -0.778 -0.762
Total Cities -0.109 -0.663 -0.737 -0.814 -0.821 -0.812
Towns & Villages -0.468 -0.456 -0.381 -0.416 -0.370 -0.546
Total Uban -0.445 -0.546 -0.452 -0.474 -0.466 -0.620
Total Rural -0.279 0.465 0.175 0.318 0.060 -0.105

Fiscal Equalization Grants = Supplementary Requisition Equalization Grants, Private School
Opening Grants, Small Jurisdiction Grants, Small School
Assistance Grants, Declining Enroiment Grants, Location
Allowances, Incremental Grants, and Corporate Assessment
Grants

1985 Equity Grant = Fiscal Capacity + Sparsity + Distance

The measure of wealth is adjusted equalized assessment per pupil for the years 1981

(2]

to 1985. b
* * * The additional peasure of wealth used for the year 1981 is average private househoid
income.

Important correlations (>.250) are given in bold print.

Wealth correlations for equalization funding to School Divisions and Counties show
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strongly divergent characteristics. Unlike Counties, where equalization grants are
assoclated with moderate to strong nega.ltive waealth correlations (1981= -.776, 1985=
-.591), equalization grants to School Divisions are not strongly associated with
property wealith for any year of the study. In 1981 however, there is a moderately
strong negative correlation (-.535) between equalization assistance and the income/
wealth measure for School Divisions. The population may not be representative hoWever.
as only 17 ot 30 School Divisions are included in the income/Awealth data.

~
Correlation coefficients for Public School Districts and RCSSD's also display

opposite trends.e Wealth correlations are not strong for Public School Districts for 1984
and 1985 but are moderate to strong and positive for 1981 (.676), 1982 (.399), and
1983 (.484). This finding indicates that weaithy Public School Districts were receiving
more equalization grant assistance than less wealthy districts from 1981 to 1983.
RCSSD's are favoured with increasingly negative wealth correlations for all five years of
the study (1981= -.479, 1985= -.658), signifying increasing government assistance
to less wealthy RCSSD's. The income/wealth correlation for 1981 is not significant for
Public School Districts but for RCSSD's it is moderat;Iy negative (-.432) and very
similar to the assessment/wealth correlation (-.479)

From the Urban-Rural perspective, the effects of fiscal equalization funding were
more tavourable to urban than to rural jurisdiction groupings. For instance,
equalization grants to the Total Cities grouping resulted in strong negative wealth
correlations, rising from -.663 in 1981 to -.821 in 1984 and falling slightly to
-.8121in 1985. Provincial equalization assistance to Towns and Villages also display

v

moderate to strong negative wealth correlations (1981= -.456, 1985= -.546) and

very similar results for the income (-.468) and the assessment/ wealth (-.456)
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measures in 1981. In contrast, the Total Rural grouping consistently showed positive
Ith correlations from 1981 to 1984 with a weak positive correlation jo 1985.
rall, correlation coefficients indicate that equalizailon grants to urban jurisdictions
favoured fess wealthy jurisdictions more so than grants to rural jurisdictions.

For 1981, correlation coefficients for equalization grants to school jurisdictions in
terms of the incomeAwealth measure are all negative. This indicates that equaliza\tion
funding benefits jurisdictions that are less wealthy in relation to income. In comparison
to the assessment/wealth measure, correlation coefficients for equalization funding, in
te}ps.pf income/wealth, vary depending on the jurisdiction type. For instance, in the

/case of Countes (income = -.426, assessmeqt = -.766), equalization funding in terms

‘ of income is not as favourable to less wealthy jurisdictions as in terms of property. For
Towns and Villages (income = -.468, assessmeni = -.456) the correlatfon coefficients,
using the two measures, are virtually the same.

Correlatian coefficients clearly indicate the impact of the new Equity Grant for
1985. A marked increase in negative wealth correlations, pointing to improved funding
to less wealthy jurisdictions, is apparent for Counties (1984 = -.483, 1985=
-.591), RCSSD's (1984 = -.500, 1985= -.658) and for Towns and Villages (1984=
-.370, 1985= -.546). Correlation coefficients revealed no increased fiscal
equalization impact made by the 1985 Equity Grant for School Divisions, Public
Districts or the City groupings.

Bigini coefficients. The fiscal equalization effects of the 1981 to 1984 fiscal

equalization grants and the 1985 Equity Grant, as meagred by the Bigini coefficient,

are given in Table 4.23. In using Bigini coeff icients as a measure of fiscal equalization,

the values can only be interpreted in a relative sense. Positive Bigini coefficients
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inalczte that wealthy school jurisdictions are receiving more per pupil funding than less
wealthy jurisdictions, while negative coefficients point to a siiuatlon of improving fiscal
equalization for less wealthy jurisdictions. As would be expected, Bigini coefficients

between equalization grants and jurisdiction wealth are negative for all jurisdiction

Table 4.23

Effects of Aggregated Provincial Fiscal Equalization Grants
and the 1985 Equity Grant Given by the Bigini Coefficient

1981 1981 1982 1983 1984 1985

" [ 3] L2 ] [ 3] L2 ]

All Jurisdictions -0.536 -0.591 -0.658 -0.645 -0.639 -0.670
Jurisdiction Type -
Divisions -0.375 -0.186 -0.172 /(0.198 * -0.249 -0.282
Counties 0.382 -0.452 -0.421 - -0.385 ‘[ 0.375 -0.414
Public Districts -0.367 -0.491 -0.543 -0.494_' -0.524 -0.656
RCSD -0.660 -0.718 -0.823 -0.843 -0.804 -0.820
Urban-Rural
Large Cities -0.388 -0.797 -0.846 -0.852 -0.840 -0.861
Other Cities -0.302 -0.551 -0.556 -0.563 -0.579 -0.591
Total Cities -0.409 -0.797 -0.844 -0.855 -0.883 -0.892
Towns & Villages -0.394 -0.365 -0.362 -0.405 -0.254 -0.264
Total Urban -0.662 -0.848 -0.878 -0.880 -0.858 -0.865
Total Rural -0.300 -0.256 -0.272 -0.272 -0.289 -0.342

Fiscal Equalization Grants = Supplementary Requisition Equalization Grants, Private School
Opening Grants, Small Jurisdiction Grants, Small School
Assistance Grants, Declining Enrolment Grants, Location
Allowances, Incremental Grants, and Corporate Assessment
Grants

1985 Equity Grant = Fiscal Capacity + Sparsity + Distance

The measure of wealth is adjusted equalized assessment per pupil for the years 1981

to 1985,

The additional measure of wealth used for the year 1981 is average private household

iincome.

v -

- x>

groupings, for all five years ot the study. There is a gradual increase in the value of the

Bigini coéfficient for all jurisdictions from -.536 in 1981 to -.670 in 1985. The
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extent to é;hlch less wealthy jurisdictions received pdalﬁonal per pupil funding varied
considerably among jurisdiction types. Bigini cosfficients for Counties (1981=
-.452, 1985= -.414) are consistently at a higher negative valus than those for School
Divisions (1981= -.186, 1985~ -.282). Over the five-year period of the study
however, Bigini coefficients for Counties are gradually declining, while for School
Divisions, they are increasing. Although Bigini coefficients for Public School Districts
(1981= -.491, 1985= -.656) and for RCSSD's (1981= -.718, 1985= -.820) are
negative, for RCSSD's they are much more strongly negative, indicating a higher
concentration of equalization grants to less wealthy RCSSD's. P

From the Urban-Rural perspective, equalization funding provided more assistance
1o urban than to rural jurisdictions. Bigini coefficients for Large Cities, represented by
the two RCSSD's, (the two Public Districts did not receive equalization grants for most
years of the study) are strongly negative (1981= -.797, 1 985= -.861) and for Other
Cities, somewhat less negative (1981= -.551, 1985= -.591). Bigini coefficients for
Towns and Villages are moderately negative and declining over the period of the study
(1981= -.365, 1985= -.264). Overall, Bigini coefficients for equalization grants to
urban jurisdictions are much more strongly negative than for rural jurisdictions. This
indicates that more, less weal‘tjhy jurisdictions, received addition provincial assistance
in urban areas than in rural areas.

Examining the average private household income measure of wealth for 1981,
Bigini coefficients yield results for the incomeAwealth measure which are somewhat less
favourable to relatively disadvantaged jurisdictions than does the assessment/wealth
measure. The one exception to this observation is equalization grants to School Divisions.

In this case it appears that the income-related Bigini coefficient (-.375) reflects much

-~
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more tavourably on the distribution of provincial grants than does the assésmem
related measure (.186). Once again, the findings for School Divisions are in question
because data for only 17 of 36 Divisions were available. The 1985 Equity Grant yielded
uniformly positive fiscal equalization results. This is indicated by increased negative
Bigini coefficients for all jurisdiction groupings trom 1984 to 1985. School
jurisdictions which were comparatively less wealthy presumably benefited throughout
the province.

Coeftficlent of variation. Coefficients of variation tor equalization funding to

Alberta school jurisdictions are given in Table 4.24. The values of the coefficients are

Table 4.24

e Coefficients of Variation for Aggregated Provincial

Equalization Grants and the 1985 Equity Grant

1981 1982 1983 1984 1985

All Jurisdictions N=136-139 0.026 0.020 0.017 0.014 0.015
Jurisdiction Type'

Divisions N=30 0.048 0.049 0.049 0.050 0.052
Counties N=30 0.041 0.040 0.C41 0.042 0.045
Public Districts N=25-27 0.103 0.037 0.036 0.038 0.039
RCSD N=45-47 0.204 0.166 0.138 0.113 0.115
Urban-Rural
Large Cities Nad 0.283 0.318 0.325 0.293 0.324
Other Cities N=17-19 0.098 0.102 0.100 0.096 0.094
Total Cities N=21-23 0.121 0.102 0.084 0.065 0.063
Towns & Villages N=46-47 0.043 0.041 0.042 0.042 0.046
Total Urban N=67-70 0.080 0.063 0.050,. 0.039 0.039
Total Rural N=69 0.020 0.020 "0.02Y 0.021 0.022

Fiscal Equalization Grants = Supplementary Requisition Equalization Grants, Private Schoc:
Opening Grants, Smail Jurisdiction Grants, Small School
Assistance Grants, Declining Enrolment Grants, Location
Allowances, Incremental Grants, and Corporate Assessment
Grants.

1985 Equity Grant = Fiscal Capacity + Sparsity + Distance
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very low for funding to all jurisdictions for the périod of the study, with a répge of
betwebn .026 in 1981 t0 .015 in 1 985, or less than a 3.0 percent ‘va"’rlation from the -
mean. For Schodl Divisions, Counties and Public School Districts, coefficients of
variation for equallzatlon funding indicate a less than 5 percent variation from the mean
and very little deviption from year to year from 1981 to 1985. Equalization funding to
RCSSD'é shows a d';cline in variation from .204 in 1981 to .115 in 1985. Coefficients
of variftion for provincial support to Large City Districts are relatively high and rangeti .
from .283 in 1981 to .324N\p 1985. The variation in funding to Other Cities is
approximately 10 percent fog the five years of the study. Equalization funding to the
Towns and Villages grouping,doés not vary beyond 5 percent from 1981 to 1985. The
1985 EqLK;:;rant is associated with a slight increase in the coefficients of variation for

/ :
all jurisdictierf groupings except Other Cities.

Distribution of Aggregated Fispal
Equalization Grants and the Equity Grant: Findings

A number of trends are apparent in exammlng the distribution of the 1981 to 1984
aggregated fiscal equalization grants and the 1985 Equity Grant. Fiscal equalization
grants to Alberta school jurisdictions for the period 1981 to 1984 lagged behind
increases in the Alberta Education Price Index. However, the incréase in the 1985
Equity Grant over the 1984 equalization grants exceeded the increase in the Price Index
by almost 10 percent. These figures support the claim on the part of Alberta Education
that more emphasus would be placed on fiscal equahzanon tunding in 1985. In terms of
welghted per pupil dollar inputs, RCSSD's in Towns and Vlllag% received by far the
highest level of ‘per pupil equalization funding over the five years of the study. From thp

Urban-Rural perspective, rural jurisdiction groupings received much higher
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equalization grantgthan did urban groupings. Assessm'ent/\‘N}alth correlations for
equalization anding are strongly negative for Counties, RCSSD's, Other Cities, and
Towns and Villages, for all years of the study. Wealth correlations are positive for
Public Districts, for some years and not significant for Schqol Divisions and Large
Cities, for all yéars of the study. Negative Bigini coefficienfs indicate positive fiscal  ,
evqualization effects for funding for all jurisdiction groupings, for all years of the study.
Bigini coefficients aglamore strongly negative for Total Urban than for Total Rural
jurisdictions. Coeﬂl?s of variation for equalization funding are highest for RCSSD's,
Large Cities and Other Cities. Applying the iﬁcome/wealth measure to the distribution of
equalization funding for 1981 indicates that the positive fiscgl equalization effects of the
grants is somewhat less in terms of income than in terms of the assessment/wealth
measure. In comparison to the 1984 aggregated fiscal equalization grants, the 1985
Equity Grant produced improved fiscal equalization effects for ail Eir,isdiction groupings
: in terms of the Bigini coefficient. The exception to this finding is the Total Cities
grouping. For Totél Cities®the income/wealth correlations were slightly less negativé in
1985. The 1985 Equity Grant yielded uniformly positive fiscal equalization results.
‘Potential Distribution of the‘_1 985 tquity Grant: Analysis
This section of the study examines the potential fiscal equalization effects of the

1985 Equity Grant using adjusted equalized assessment per pupil as the measure of

wealth. The related study sub-problem is stated as follows:

o

?ub-problem\ 2.3: What was the potential distribution of the 1985

~ Equity Grant to Alberta school jurisdictions in
relation to adjusted equalized assessment per
pupil?
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Tables 4.25 to 4.28 provide measures of the fiscal equalization effects of the 1985
Equity Grant utilizing weighted per pupil dollaf inputs, the correlation coefficient, the
Bigini coefﬁcieni and the coefficient of variation. The Equity Grant allocations were
subject to the save-harmless limitations of no less than 80 percent and no more than
120 percent of the value of the aggregated fiscal equalization grants for the previous
year, 1984 . The analysis was condpcted by deriving the amount of the potential per
resident pupil 1985 Equity Grant for each jurisdiction by adding the values of the fiscal
capacity, sparsity and distance components of the Equity Grant formula and ignoring the
80 percent - 120 percent save-harmiless provision. The amount of the potential or
"formula™ Equity Grant which, for a number of the more wealthy jurisdictions, was a
negative value, was then added to the per pupil provincial and local funding, also
referred to as total funding, for eachl jurisdiction grouping. The resulting values, given
in column C ("Formula Equity Grant"), of Tables 4.25 to 4.28, represent the true
impact of the Equity Grant without the save-harmless provision. Potential per pupil

“provincial and local funding for each jurisdiction groupiné, utilizing the Equity Grant
formula, was then compared to two other values. The first value was per pupil funding
received by jurisdictions in 1985, with the save-harmless p;ovision in place, given in -
column B ("Equity Grant"). The second value was total per pupil funding minus the
Equity Grant, given in column A ("Without Equity Grant").

Weighted per pupil dollar inputs. The distribution of provincial and local /’f
funding to Alberta school jurisdictions without the Equity Grant, with the actual Equityh
Grant and with the formula Equity Grant, is given in terms of weighted per pupil dollar
inputs in Table 4.25. Due to save-harﬁless provisions, School Diyisiohs and Public

School Districts received, respectively, 2.7 percent and 3.4 percent more, and Counties,
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(0.6 percent less, total funding than the formula Equity Grant would have provided. In
the Urban-Rural groupings, Large Cities received 3.3 percent more and Other Cities,
0.1 percent less, than formula local and provincié] funding. RCSSD's and the Towns and
Villages grouping received funding which was virtually the same as the potential support
from the formula Equity Grant. It is:interesting to note that the a%l 1985 per pupil
provincial and local funding of $4260.72 per pupil for all jurisdictions was 1.8

. percent more than the $4187.08 per pupil which would have been received if the

formula Equity Grant would have been in place.

\
Table 4.25 ¥

Combined Provincial and Local Funding for 1985:
Weighted Per Pupil Dollar Inputs

A. B. C.
Without Equity Grant Formula
Equity Grant (Save-Harmless) Equity Grant

I\

All Jurisdictions "N=136-139 4154.88 4260.72 4187.08
Jurisdiction Type ) ‘
Divisions N=30 4262.63 4459.58 4342.54
Counties N=30 3926.95 4070.62 4095.65
« Public Districts - N=25-27 . 1 4292.41 4333.50 4192.47
RCSSD N=45-47 4024.46 4146.89 4153.91
Urban-Rural
Large Cities N=4 4276.32 4286.79 4151.48
Other Cities N=17-19 4122.09 4287.44 4328.55
Total Cities N=21-23 4227.71 4272.97 4177.28
Towns & Villages N=46-47 3920.95 4276.61 4251.10
Total Urban N=67-70 4207.06 4273.16 4182.18
Total Rural N=69 4064.96 4239.29 4195.55

Provincial and Local Funding = SFPF + School Grants Regulations + Other Grants +
Supplementary Requisition/Resident Pupils
A. Provincial and local funding minus the Equity Grant
B. Provincial and local funding including the 1985 Equity Grant with the 20%-80%
save-harmless provision
C. PProvincial and local funding applying the Equity Grant formula without the
suve-harmiess provision

Weighted Per-Pupil Dollar Inputs = ¥ Resident Pupils x Funding/Resident Pupils
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Correlatlon coeﬂ‘lclents Coefficients of correlation between combined
provincial and Iocal per pupil tunding and adjusted equalized assessment per pupil,
without the Equity Grtant, with the actual Equity Grant and with the formula or potential
Equity Grant, are given in Table 4.26. Important correlation coefficients (>.250) are

indicated in bold print. The application of the formula Equity Grant, without the save-

Table 4.26

Relationship of Jurisdiction Wealth to Combined Provincial
and Local Funding Given by the Correlation Coefficient

A. B. C.
Without Equity Grant Formula
Equity Grapt (Save-Harmless) Equity Grant

All Jurisdictions N=136-139 0.523 0.465 -0.548
Jurisdiction Type :
Divisions N=30 0.689 0.664 -0.450
Counties N=30 0.383 0.181 -0.523
Public Districts N=25-27 . 0.502 0.532 -0.895
RCSSD N=45-47 0.467 0.283 0.240
Urban-Rural ‘
Large Cities N=4 0.907 0.831 0.554
Other Cities N=17-19 0.693 0.555 0.380
Total Cities N=21-23 0.631 0.439 0.212
Towns & Villages N=46-47 0.219 0.087 -0.188
Total Urban N=67-70 0.295 0.117 -0.141
Total Rural N=69 0.645 0.626 -0.608

Provincial and Local Funding = SFPF + School Grants Regulations + Other Grants +

Supplementary Requns:tnon/Resndent Pupils
A. Provmmal and local funding minus the Equity Grant
B. Provincial and local fundtng including the 1985 Equity Grant with the 20%-80%
save-harmless provision

C. Provincial and local fundlng applying the Equity Grant formula without the
save-harmless provision

Important correlations (>.250) are given in bold print.

harmless provision, produces dramatic changes in wealth correlations for some
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jurisdiction groupings. Correlation coefficients for School Divisions (.689), Counties
(.383), Public School Districts (.502) and RCSSD's (.467) were positive for total
funding without any form of Equity Grant. Applying the formula Equity Grant, however,
produces moderate to stréng negative wealth correlations for School Divisions (-.450),
Counties (-.523), and Public School Districts (-.895). but no strong wealth
correlations for RCSSD's. From the Urban-Rural perspective, no strong wealth
correlations are apparent for potential Equity Grant funding for any urban grouping. For
Total Rural jurisdictions however, the formula Equity Grant dramatically improves the
wealth correlation from a strong positive value (.626) for the Equity Grant to a strong
negative value (-.608) for the formula grant.v

The equalization pbtential of the formula Equity Grant is apparent from the strong
negative wealth correlation (-.548) for all jurisdictions. The effect of the 1985 save-
harmiess Equity Grant is to somewhat reduce the positive wealth correlations for school
funding. For all jurisdictions, the correlation coefficient is reduced from .523, with no
equalization funding to .465, with the save-harmless Equity Gran’t.- The exception to.this
finding was total school funding to Public Districts where Equity Grant assistance
produced a higher positive wealth correlation at .532 than the .502 correlation

coefficient indicated for no Equity Grant.

Bigini coefficients. The fiscal equalization effects of provincial and local funding to
school jurisdictions without the Equity Grar';t, with the actual Equity Grant and with the
formula or potential Equity Grant, as measured by the Bigini coefficient, are given @
in Table 4.27. Using Biginiscoefficients as a measure of fiscal equalization, the values
can only b2 interpreted in a relative sense. Positive Bigini coefficients indicate that

wealthy school jurisdictions are receiving relatively more.per pupil funding than less
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wealthy jurisdictions, while negative coefficients point to a situation of improving fiscal
equalization for less wealthy jurisdictions.

Bigini coefficients indicate that the formula Equity Grant produces improved fiscal
equalization effects, that is, coefficients which are more negative or less positive, for all
school jurisdiction types. In comparing save-harmiess Equity Grant funding to funding

wi;h the formula Equity Grant, Bigini coefficients for Counties (.098 to -.097),

Table 4.27

Equalization Effects of the 1985 Equity Grant Given
by the Bigini Coefficient

A. B. C.
Without Equity Grant Formula
Equity Grant (Save-Harmless) Equity Grant

" All Jurisdictions N=136-139 -0.339 -0.358 -0.415
Jurisdiction Type
Divisio N=30 0.210 0.189 0.084
Countie N=30 0.089 0.098 -0.097
Public Districts N=25-27 -0.492 -0.411 -0.55¢
RCSSD N=45-47 -0.645 -0.662 -0.667
Urban-Rural
Large Cities N=4 . -0.194 -0.198 -0.212
Other Cities N=17-19 -0.211 -0.232 -0.246
Total Cities N=21-23 -0.515 * -0.531 -0.549
Towns & Villages N=46-47 -0.048 -0.060 -0.068
Total Urban N=67-70 -0.637 -0.655 -0.673

Total Rural N=69 0.154 0.140 -0.083

Provincial and Local Funding = SFPF + School Grants Regulations + Other Grants +
Supplementary Requisition/Resident Pupils
A. Provincial and local funding minus the Equity Grant
B. Provincial and local funding including the 1985 Equity Grant with the 20%-80%
save-harmless provision -
C. Provincial and local funding applying the Equity Grant formula without the
save-harmless provision

’

Public School Districts (-.411 to -.559) and RCSSD's (-.662 to -.667) are more

J
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negative and, for School Dlvlslons»(.189 to .£84), less positive, with the formula grant.
The formula Equity Grant also provide‘s more per pupil funding to less wealthy
jurisdiction groupings in the Urban and Rural categories, as demonstrated by Bigini
coefficients for Large Cities (-.198 to -.212), Other Cities (-.232 to -.246), Towns
and Villages (-.060 to -.068) and Total Rural jurisdictions (.1'40 to -.083).

Bigini coefficients for the save-harmless Equity Grant alsb indicate positive fiscal
equalization effects for all jurisdiction groupings with the exception of Counties, where
provincial and local funding with the Equity Grant produces a more positive coefficient
(.098) than funding without the additional assistance (.089). Wealthy County school
systems apparently benefited more from the 1985 Equity grant than did less wealthy
Counties.

Coefticient of variation. Coefficients of variation for provincial and local
funding to school jurisdictions without the Equity Grant, with the actual Equity Grant and
with the formula or potential Equity Grant, are given in Table 4.28. Coefficients of
variation for formula Equity Grant funding indicate little variation in funding (less than
9 percent) to School Divisions, Counties, Towns and Villages, and Other Cities.
Relatively high coefficients of variation for Public Schooi Districts (.323) and RCSSD's
(.267) are attributed to a wide variationqm the level of educational funding to Large City
jurisdictions. Overall there is very little difference in the coefficients of variation for
provincial and local funding without the Equity Grant, with the save-harmless Equity

Grant and with the formula Equity Grant.
i
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Table 4.28

Coefficients of Variation for Combined Provincial
and Local Funding for 1985

N "

‘A B. C.

B Without  Equity Grant Formula

Voo Equity Grant (Save-Harmless) Equity Grant
4 «

All Jurisdictions /N-136-139 0.107 0.104 0.102
Jurisdiction Type

Divisions N=30 0.060 0.058 0.059

Counties N=30 0.081 0.079 0.080

Public Districts N=25-27 0.329 0.326 0.323

RCSSD N=45-47 0.272~ 0.267 0.267
Urban-Rural

Large Cities N=4 0.335 0.335 0.332

Other Cities N=17-19 0.089 0.088 0.088

Total Cities N=21-23 0.231 0.229 0.225

Towns & Villages N=46-47 0.048 0.047 0.049

Total Urban * N=67-70 0.209 0.206 0.202

Total Rural N=69 0.035 0.034 0.035

Provincial and Local Funding = SFPF + School Grants Regulations + Other Grants +
Supplementary Requisition/Resident Pupils
A. Provincial and local funding minus the Equity Grant
B. Provincial and local funding including the 1985 Equity Grant with the 20%-80%
save-harmless provision
.C. Provincial and local funding applying the Equity Grant formula without the
save-harmiess provision

s

/
/

Potential Distribution of the 1985 Equity Gl"ant: Findings

The strong fiscal equalization potential of the formula Equit’am is clearly
demonstrated by the analysis. Wealth correlations for equalization funding to all
jurisdictions are modérately positive with the save-harmless Equity Grant but are
reversed to moderately negative with the formula Equity Grant. Bigini coefficients for
formula Equity Grant funding indicate improved fiscal equalization effects for all
jurisdiction groupings without exception.

An interesting finding with respect to the formula Equity Grant is that less w?althy
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jursidictions in all groupings benefited to some degree from the formula grant but
RCSSD's proved to benefit the least. it appears that, for RCSSD's, the formula or
potential Equity Grant produéas a fiscal equalization effect very similar to that of the
save-harmless Equity Grant.

SUMMARY

Chapter 4 presented the analyses and findings of this study that was,designed to
determine the fiscal equalization effects of funding to Alberta school jurisdictions during
the period 1981 to 1985. The analysis addressed two problems. The first was to assess
- the fiscal equalization effects of provincial and local funding of Alberta schools. The
second was to determine the equalization effects of provincial fiscal equalization grants
with particular attention to the 1985 Equity Grant. ,\

The analysis of problem one revealed that provincial scHool funding was fiscally
neutral while local funding was strongly and increasingly associated with school
jurisdiction assessment/weaith over the period of the study. The analysis of problem two

showed the strong fiscal equalization potential of the Equity Grant if applied to the

funding of school juﬁsdictions without the restriction of thé save-harmless provision.



CHAPTER 5
SUMMARY, CONCLUSIONS AND IMPLICATIONS

A summary of the study, including the purpose, the related literature, the research
design, and the analyses and findings is given in this final chapter. Conclusions are
presented based on the findings of the study and the chapter closes with a discussion of
the implications which the study may present for theory, for further research and for

practice in the funding of Alberta schools.

SUMMARY

Purpose of the Study |

The primary purpose of the study was to determine to what extent the 1985 Equity
Grant contributed to the improveme'nft’of the level of educational funding available to
less wealthy Alberta school juriscgmons. In order to establish a basis for the analysis,
the provincial and local school funding available to ten school jurisdiction categories
was compared for the period 1;81 to 1985. !
Literature Review

The review of related literaturg :voi(ic.jod a background to the various factors
considered relevant to a study of théa*#sé:él equalization effects ot school funding in
Alberta. The concept of equity, within the context of school finance, was first examined
from a philosophical perspective and then placed within a conceptual framework which
¢’

asked the questions equity for whom? equity of what? what equity principles? and how is

equity measured? Child equity rather than taxpayer equity, and equity of inputs rather
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than outputs were seen to be the concems of most equity studies. Horizontal equity,
vertical equity and equal opportunity were identified as the ?uae principles governing
the distribution of school funding. The concept “fiscal equalization” was seen to be most
closely associated with the principle of vertical equity . Of the statistical measures of
dispersion and relationship used in fiscal equalization studies, the coefficient of
variation, the Gini coefficient, and Atkinson's index appeared to be the most significant
measures of dispersion, while the correlation coefficient was the relational measure of
choice. Thelliterature revealed a large number of recent, equity-related school funding
studies that have been conducted in the United States and, to a lesser extent, it Canada.
Finally, recent school funding developments in Alberta were examined with attention to
-the introduction of the Alberta Education Equity Grant in 1985 and to the recent (1988)
Alberta Education proposal to adopt non-residential tax revenue sharing as a means to
improve equity in school funding across the province.
Research Design
The key elements of the study research design which are summarized here are the
manner of grouping the school jurisdictions, the research problem and the statistical
procedures utilized in condLJcting the study. For purposes of comparison, the
jurisdictions were divided into ten categories based on urban-rural designation and on
organizational type.\ Additionally, in order to establish a basis for the analysis,
coniparisons were made between the ten jurisdiction categories in terms of provincial,
local and combined provincial and local school funding for the period 1981 to 1985.
/ The following two problerﬁ statements were/used to define the purpose of the study:
\Yézoblem 1: What were the fiscal equalization effects of provincial and

local funding of Alberta school jurisdictions for the period
1981 through 1985?
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Problem 2: What were the fiscal equalization effects of the Alberta
Education Equity Grant introduced In 19857

N e o
Pursuing the first research question was meant to provide the longitudinal data
necessary for assessing the fiscal equalization impact of the 1985 Equity Grant.
Answering the second research question required a cross-sectional analysis of school
tunding for 1985.

The statistical measures employed in the analyses were measures of both dispersion
and relatiénship. The measure used for the relationship between school funding and both
property/wealth and income/wealth was the correlation coefficient. The measures of
dispersion used were weighted per pupil dollar inputs, the Gini coefficient and the
coefficient of variation.

Analysis and Findings

The analysis addressed the two problems stated above, as well as six sub-problems.
The sub-problems are stated below, followed by a summary of the findings for problem
one and for problem two .

\

Sub-problem 1.1: What was the distribution of provincial funds to
Alberta school jurisdictions in relation to
adjusted equalized assessment per pupil and
to average privati household income?

Sub-problem 1.2: What was the distribution of local funds to

& Alberta school jurisdictions in relation to
adjusted equalized assessment per pupil and
to average private household income?

Sub-problem 1.3: What was the distribution of combined provincial
and local funds to Alberta school jurisdictions in

relation to adjusted equalized assessment per
pupil and to average private household income?

Problem One: summary of the findings. What appear to be the most
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significant fiscal equalization effects of provincial and local funding to qumr schopl .‘,‘ F
# ‘9 ,'.)‘
jurisdictions in the period 1981 to 1985 are summarized in point form ‘s f&llows A
)

1. Combined provincial and local funding to school junsdlctionwéeas@ 12.8

percent more than the increase in the Education Priee Index from,1 §&1 1Q 1.965 Local
funding increased to a greater extent (15.4 percent) than prov‘jn&al 1undlng (7.4
percent). - |

2. Provincial school funding demonstrated fiscal neutrality, that is, it was not
associated with assessment/iweatth for any school jurisdiction grouping.

3. Local funding was strongly and incrgasingly associated with schogl juriseliction
assessment/wealth over the period of the study.

L]

4. Combined provincial and local funding was positively associated with
. &

assessment/wealth for all jurisdictions, for alkfive years of the sN
> y 3

5. With the exception of School Divisions

wealthy school jurisdictions in it

A

»

groupings realized a positive fiscal equalization eftect from combined provincial and
local fundiﬁg from 1981 to 1985.

6. In terms of provincial funding, less wealthy urban jurisdictions tended to receive
tunding which produced superior fiscal equalization effects to those achieved by less
wealthy rural jurisdictions.

7. Interms of local funding, wealthy rural jurisdictions and less wealthy urban
jurisdictions contributed the highest per pupil funding over the period of the study

8. In 1981, provincial and local funding to rural jurisdictions produced superior
fiscal equalization eftects in terms of average private household income to those effects
indicated for adjusted equalized assessment per pupil. For urban jurisdictions, the

opposite situation prevailed. This finding is interpreted as a confirmation of the tendency
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for rural tax payers to be iass wealthy in terms of personal income as compared to
property while urban taxpayers are more likely to be less wealthy in terms of property

in comparison to personal income.
. : .

9. For all jurisd?ctions taken together, there was little difference found in the fiscal
,equalization effects of coﬁined proVincial and local funding in terms of the
income/wealth measure in comparison to the property/wealth measure. This indicates
that overall, the two measures have similar measurement characteristics. However, the

income/wealth measure yields different results for urban and rural jurisdiction groups

«

anc could therefore be a vaiuable alternate means of distinguishing between urban-and
“rural wealth for purposes of taxation.
1C The long-term increase in the proportion of local funding to education, is
considered to be a growing forcerfor fiscal disequalization due to thef{associated strong

~wealth correlations between local funding and junsdicticn wealth.
!
The findings resulting from the analysis conducted for problem one formthe

A

foundatlon tor the analysis of problem two, whlcms the pnmary focus of mls study.
The sub-problems for problem two are as follows.v A
Sub-problem 2.1: What was the distribution of aggregated’ fiscal
+ equalization grants for the years 1981 through
1984, and the 1985 Equity Grant to Alberta
school jurigdictions in terms of mills of tax
rellef per gchool 1unsdiction° '
- '
Sub-p;,oblem 2.2: What was the tﬁstﬂbution of aggregated fiscal
equalization grants for the years 1981 through
1984, and the 1985 Equlty Grant to Alberta
schgol jurisdictions in relation to adjusted
equalize% asgessment per pupil and to average
. private household income?

e
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Sub-problem 2.3: What was the potential dlstrlbutlon of the 1985
Equity Grant to Alberta school jurisdictions in
relation, to adjusted equalized assessment per
pupil?

Problem Two: summary of the findings. The basis of the analysis was to
compare the hypothelical fiscal equalization impact of school funding with the formula
Equity Grant to funding with the "save-harmless” Equity Grant and to funding with no
Equity Grant. The fiscal equalization effects of Alberta Education equalization grant
funding for the period 1981 to 1985 are summarized in point form as follows:

1. All jurisdictions, with the exceptton of two Large City districts (99 percent),
recelved provmcnal equalization funding for each of the five years of the study.
Jurisdiction partICIpatton in equalization grants increased to the 99 percent level from
a low of 87 percent when 20 jurisdictions did not receive extra funding in 1976.

2. RCSSD's situated in Towns and Villages consistently geceived the highest level of
per pupil equalization fundihg, in terms & mills of tax relief, during the period of theD
study.

3. Fiscal equalizafion grants to-Alberta schoor jurisdictions for the period 1981 to
1984 lagged behind increases in the Alberta Education Price I.ndex. However, the
increase in the 1985 Equity Grant over the 1984 aggregated equalization ;:jrants
exceeded the increase in the Price Index by almost 10 percent.

4. Fiscal equalization effects of provincial eqttalization funding,\aé indicated by the
income/wealth measure, were s:mllar to those of the assessment/wealth measure for
most jurisdiction groupings. There was a tendency.for equalization fundtng to bgtef@‘o.q

&
school jurisdictions that were less wealthy in terms of property than in terms of

)
income.

v
’

5. Equahzatlon fundmg produced const{‘ntly better fiscal equalization results for

7/  11
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urban as compared to rural jurisdictions.

6. The formula 1985 Equity Grant (without the save-harmiess provision), would
have produced improved fiscal equalization effects, in comparison to the save-hammless
Equity Grant, for all jurisdictions groupings.

7. RCSSD's would have realized the least improvement in fiscal equalization effects
from the formula 1985 Equity Grant. It appears that, for RCSSD's, thé formula or
potential Equity Grant produces a fiscal equalization effect very similar to that of the
save-harmless Equity Grant.

The findings from the analysis of problem two are the' most important aspect of this
study. The former fiscal equalization grants and the Equity Grant are the only
components of school funding Which have exerted an influence for equalization of

educational opportunity for Alberta elementary and secondary stygh

v

This section discusses the conclusions related to the ﬁaancing of Alberta schools
arising from the analysis of study problems one and two.
Problem 1: Conclusjons

_ The conclusions arising from the analyéis of the fiscal equalization effects of

provincial and local funding to Alberta school jurisdictions fall into three related areas.
Thé areas are, first, the increase in school funding beyond the level of the Education
Price Index, second, the increase in the local, in relation to the provincial contribution
to school funding, and ihird, the potential use of an income/Awealth measure.

\ Increasing overall school funding. From 1981 to 1985, the accumulated
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increase in combined provincial and local school funding beyond the level of the

Education Price Index was 12.8 percent. No doubt, a number of conclusions could be
drawn from this tact, however, the conclusions discussed here are related to the reasbns
for increased funding and the potential long-term effects of this trend.

The overall increase in school funding may be attributed, in pan; to g’gradual

expansion in educgtional program offerings in Alberta schools. In recent years there has

been increasing prgssure on schools to accommodate the perceived special needs of

students (e.g. physi and mentally handicapped students, gifted studénts) andto
\g;npt to ameliorate social problems (e.g. child abuse, AIDS education). A conclusion
Which may be drawn is that either Alberta Education or Alberta school jurisdictions (or
both) are ~responsibje for the expans‘ion of educational programs to address societal
pressures on scho*tems. it would likely be pointless to attribute increasing school
funding to either school boards or to Alberta Education but the additional funds have come
disproportionally from the local property tax. The increase béyond the level of the
Education Price Index for local educationg}nding (15.4 percent) was substantially
higher than the increase in prévinciai funding (7.4 percent) over the period of the
study. This trend is reflected in the annual growth in the proportion of school funding
which came from the local supplementary requisition. The proportion.in 1985 was
30.6 percent which was a 2 percent increase over the 1981 level. This increase is part
of a long-term trend beginning in 1961 when the local supplementary requisition was
5.4 percent of school funding (Alberta Education, 1987)..

Should the long-term trend to an increasing proportion of local funding continue,

two serious results (among others) may emerge. As property taxes increase there is the

potential for a property taxpayer revolt in an aging society where increasingly fewer

.

oy
i
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householders have children in school. There is also a potential for revolt among non-
residential property taxpayers as the annﬁal tax bill climbs beyond the level of
inflation. The other passible result of the long-term increase in the proportion of
school funding drawn from the local tax base is the potential for school jurisdictions to
diverge in program offerings. As the proportion of local school funding approaches and
exceeds 50 percent, especially v\)ith the larger jurisdictions, it is likely that school
boards will be increaéingly reluctant to follow the dictates of Alberta Education. This
situation may result in a lack of uniformity in p;ogram offerings and an even wider
variation in studer’;t educational opportunity than already exists across the province.
Within the come;d of this study howevyer, the most serious consequénce of increasing
local school funding is the negative impact on fiscal equalization.

Increasing local school fundinq. The increasing proportion of school funding
that is derived from the local supplementary requisition is the single, most significant
force for fiscal disequalization for Alberta schools. While school funding' from provincial
sources is fiscally neutral, local school funding is positively associated with
assessment/w&éalth for all five years of thg study. Due to the influence of local fiscal
appropriations, combined provincial and local funding is also positively associated with
jurisdiction weatth. Should the proponioﬁ of local funding continue to increase from
year to year, the gap between the resources committed to students in wealthy school
jurisdictions and to those in less-wealthy jurisdictions will continue to grow. Fhe
Alberta Education proposal (Alberta Education, 1987) to pool and redistribute non
-residential tax assessment, would be one means of haiting this trend. This change in the

school funding regimen would result in a drop in the proportion of local funding from

30.6 percent (1985) to approxifnately 22 percent (1988). The recommendation of the
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1982 Ministers' Task Force on School hnance {Alberta Education, 1982) to increase
the proportion of the provincial/oontributio'h to 85 percent of school funding is
potentially an even more effectiQe means of enhancing fiscal equalization. The additional
funds requiréd to achieve an 85 percent provincial share would presumably come from
general revenues. The provincial in@me tax forms the Iakgest component of provincial
general revenues, therefore the contribution paid by taxpayers to school funding would
‘be substantially based on personal income. The possibility of using personal income
instead of property as a measure of wealthis a component of this study. The possibility
of employ!ng an income/wealth measure for the purpose of exacting a local education tax
is discussed in the next section.

The income/wealth measure. The study revealed that using income as a
measure of wealth would have the advantage of differentiating between taxpayers who are
wealthy in terms of income but not in terms of property and vice versa. A possible fiscal
equalization-related consequence of this finding could be to explore the possibility of
using a combined income/wealth - assessmentiwealth measure for determining local
-school taxes. This approach may result in a more equitable distribution of locally-
derived funds in support of schoels across the province. That is, jurisdictions that are,
for example, less wealthy in terms of property Sut more wealthy in terms of income,
may be able to derive more revenue from the personal income component of a local
education tax formula. The conclusions arising from thev analysis of problem two are
discussed in the next section.

Problem 2: Conclusions
The conclusions drawn from the analysis of the fiscal eci)ualization effects of

provincial equalization funding to Alberta school jurisdictions are divided into three
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related areas. The areas are, first, the fiscal equalization impact of equalization funding
overthe period of the study, second, the potential impact of the 1985 Equity Grant, and
third, the limitations of the Equity Grant formula.

The Impact of equalization funding. As would be expected, equalization
funding for the period 1981 to 1985 showed positive fiscal equalization resuits for all
jurisdiction groupings. Overall, fiscal equalization effects for Urban jurisdictions were
substantially superior to those of rural jurisdictions. RCSSD's, which are urban
ju)risdictions, consistently received the highest level of equalization assistance. The
conclusion which may be drawn from this finding is that, given equal SFPF funding,
RCSSD access to theﬂlécal property tax base ust be uniformly inferior to that of other
typ’of school jurisdictions. Perhaps dealing with the problem of equal access to funding
from the local supplementary requisition for RCSSD's should be another fiscal
- equalization option to explore. Consequences arising from the adoption of the new Equity
Grant formula in 1985 is the focus of the next section.

The potential impact of the 1985 Equity Grant. The 1985 Equity Grant
produced fiscal equalization results that were consistently superior to those of the
aggregated equalization grants of previous years. The Equity Grant in its save-harmless
form, however, did not alter the relative magnitude i iie fiscal equalization effects
achieved by jurisdiction groupings, that is, the situation of less wealthy jurisdictions
did not substantially improve in relation to other jurisdictions. The potential fiscg)
equalization effects of the hypothetical or formula Equity Grant however, were a major
improvement over those of the save-harmless Equity Grant. Full implementation would
eliminate the Equity Grant for a large number of the more wealthy jurisdictidns and

produce a dramatic positive to negative turnaround in wealth correlations (Table 4.26).
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The obvious conclusion to be drawn here is that the removal of the save-harmless
provision of the Equity\Grant wouid have an immediate positive influence on fiscal
equalization. This step was proposed as Option 2 in the Alberta Education discussion
paper Equity in Education Funding (Al-berta/Educztion. 1987). Option 2 was favoured by
most school jurisdictions as implementatid(x wkSuld require a substantial increase in
Alberta Education funding, presumably from general revenues. The limitations of the
Equity Grant formula are discussed in the next section.

Limitations of the Equity Grant formula. The Equity Grant formuia is
subject to some limitations with respect to reliably measuring the relative prices of
providing educational services in school jurisdictions. The fiscal capacity component of
the Equity Grant formula relies on specific data, that is, the equalized assessment, which
provides a quantifiable means of comparing the wealth of school jurisdictions. The
sparsity and distance components of the formula however, are based on criteria that are
difficult or impossible to relate to the prices of education-related goods and services.
The sparsity calculation is based on the assumption that jurisdictions with small student
populations in relation to geographic area are required to operate small schools with
low pupil-teacher ratios at a relatively high per pupil cost. The calculation of the
sparsity grant, however, is not linked to empirical data that verifies the supposed /
increased per pupil costs for each of the sparsely-populated jurisdictions. The distance
component of the formula also lacks an empirical basis. Although distance from a major
population centre may be related to increased costs for transportation of supplies or for
teacher isolation pay, there is currently no Alberta Education Price index incorporating
regional indices that would confirm this belief. A study published in 1981 (Peat,

Marwick and Partners, 1981), meant to revise the Alberta Education Price Index, did
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not identify significant regional variations in education-related prices. The study states
that "overall results indicated practically no price variations between large and small
areas, between\city districts and other, and between regional zones (Peat, Marwick and
Partners, 1981:151)." The conclusion which may be drawn from these observations is
that the manner of calculating the sparsity and distance components of the Equity Grant
formula is questionable due to the lack of empirical data related to educational prices

across the province. The next section discusses the implications arising from the study.

‘IMPLICATIONS

This section presents the implications for financing Alberta schools arising from
the analysis of study problems one and two. The implications are discussed from three
perspectives: implications for theory, for further research and for practice.
Implications for Theory

The implications for theory discussed here are related to three areas; the use of a
new statistical measure of dispersion, the use of an alternative measure of school
jurisdiction wealth and an examination of the directions which may be taken in the
further development of fiscal equalization research. The three areas are as follows:

1. The Bigini coefficient (Lows, 1984), adopted for this study, which compensates
for deficiencies of the Gini coefficient, should provide a more accurate measure of
dispersion if employed in future fiscal equalization studies.

2. Employing personal income or, in the case of this study, average private
household income, as a measure of wealth has often been advocated in education finance

literature. Unfortunately the income data available for this study were limited to the
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census year 1981 and were not coterminous for some School Divisions. However, the
viability of using personal income as an altemative measure of weaith to assessed
valuation of property has been clearly demonstrated in this study.

3. This study, and most similar studies, adopt a conceptual framework which bases
the analysis of fiscal equalization effects on education dollar inputs. In the past, few
studies have pursued an analysis of educational outputs or outcomes in relation to fiscal
equalization due to the difficulty of measuring these concepts. However, educational
production function stuefes are likely to receive increased attention in the future.
Benson (1978:188) states that "the studies attempt to relate the production of certain
measurable and, presumably important educational outcomes to the consumption by
school districts of certain defined school resources.” This approach is perhaps more
succinctly expressed by Ratsoy et al (1981:75) as follows: "an education production
function is an attesmptto relate the outcomes of education to the inputs.” Linking the
educational production function to fiscal equalization studies is the likely direction for
further theoretical development in this area.

Implications for Further Research

The implications arising from this study for further research are stated here in the
form of recommendations to those who wish to pursue research related to fiscal
equalization in the funding of Alberta schools.

1. This study grouped school jursidictions by organizational type and by
urban/rural designation. Further studies could group jurisdictions by student
population éize , by geographic location (i.e., north, central, south) or by student
population density (sparsity).

2. In adaition to the correlation coefficient, slopes and elasticities are two more
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measures of relationship which could be employed in a fiscal equalization study.

3. To add an atemative dimension to the measures of dispersion used in this study, a
normative measure of inequality s(:ch as the Atkinson index could be employed.

4. A further fiscal equalization study could focus on expenditures as an alternative
resource input factor to revenues.

5. Despite the difficulties involved in measuring equality of educational outcomes,
(Rossmiller, 1987), research jhould proceed in this area because outcomes are surely
more significant to fiscal equalizapon than educational inputs. ”

6. Further research could proceed with the feasibility of using an income/weaith
measure and/or a combine)d incomeAwealth - assessmentwealth measure for assessing
local school taxes. Such reiearch would require access to provincial income tax data on a
yearly basis. )

7. Further research could add the years 1986 and 1987 to the analysis of the fiscal
equalization effects of the Equity Grant.

8. Assessing the fiscal equalization impact of the Alberta Department of Education
proposal to adopt full non-residential tax revenue sharing would be a timely research
topic.

Implications for Practice

The implications for practice arising from the study are discussed here in the form
of recommendations for the development of a means of measuring the fiscal equalization
effects of Alberta Department of Education funding. The Alberta Department of Education
will hereafter be referred to by its' formal name, Alberta Education. The

recommendations are made with the knowledge that the Equity Grant has not been subject

to fiscal equalization analysis by Alberta Education. The recommendations are as follows:
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1. Aberta Education sho%oonsi,der the possibility of adopting this study as a
conceptual frarhework for evéfbating the fiscal equalization effects of the Equity Grant.
The expertise and resoxP ) pxist at Alberta Education to subject existing financial data
to well-proven éatistid measures of equality on an annual basis. Resuiting ﬁndmgs
would either serve to lend credibility to the distribution of the Equity Grant in the eyes
of the public (school boards) or provide the requisite infprmation for modifying the
Equity Grant formula. .

2. Alberta Education éhould study the feasibility of reviving the concept of a
regionalized Education Price Index (Peat, Marwick and Partners, 1981) in order to
“ncument regional educational cost differences. The development of such a data base was
abandoned by Alberta Education due to perceived high costs. However, such information
would seem to be a basis for accurately determining the distance and
sparsity components of the ity Grant. Without such reliable data it would seem
advisable to drop these two grants and retain only the fiscal capacity component. This
step would serve to realize the grant simplification'objective of the Alberta Education
Management and Finance Plan, at least with respect to equalization funding.

3. Alberta Education should assess the value of conducting yn-going research related
to the impact of provincial and local funding on education. Ratsoy et al (1981:76) state
that "a comprehensive and balanced prograrr of research would ensure that policy
making on education finance is adequately informeq.” For exampie, tiie recent Alberta
Education discussion paper which presented five options tor reforming schoui tunding
(Alberta Education, Equity in Education Financing, 1987) would appear to requise a
more rigorous analysis for fiscal equalization effects than is provided in ihe document.

Furthermore, no analysis of fiscal equalization effects for the Equity Grant was
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conducted by Alberta Education, whtdh of course, provided the impetus for this study.
¥ ,

CONCLUDING COMMENT

A tew remarks on the potential contribution of this study to the education finance
literature concerned with fiscal equalization would seem to be in order. The study is
very timely in light of current Alberta Education proposals to improve fiscal
equalization contained in the discussion paper Equity in Education Financing. The study
is conceptually a follow-up of a similar study by Jefferson (1982) but with the some
notable differences. The number of school jurisdiction groupings is expanded to ten from

five and an urban-rural dimension is added to the analysis. Adjusted equalized

. assessment is used as the assessment/wealth measure instead of eqfalized assessment.

We|gmed per pupil dollar mputs are added as a measure of horizontal equity. A new

statlsucal ﬁveasumi'efmequahw puonee?d%the Blgml coefﬂcnent The potential of
using pérsonalmoomam a ﬁeésurb of weamwnhmth% centgxt of educatlon finance is
explOred. Thg;most Slgnlflchnt pqmnbtﬁéﬂf?be sfudy howe‘é‘er is that it is the first

atternpt tagstabhsn a mnceﬁluﬂfmom#gr the analysfs of the fiscal equalization
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