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OIiIS * ~~~~~___~ THE SERRANO CASE : POLI CY FOR EDUCATION OR FOR PUBLI C FINAN CE ?
$

•It1~~~s~si 0 *
John Pi nc-us 

1~ . . ±1.i

rn’1Iul~iSI ,’av*lu sict yy ~~ou
I t i ~iC.H v~~ECi A L I . INTROD UCTION : THE COURTS AND SCHOOL FINANCE

.,

— ......L.~~_... In the past decade there has been much research and discussion on

t h~ suhie (:t of inequities in American school finance. 1
~~~wo different

‘ t r a n ds of argument have emerged--one about equal educational oppor-

tunity ~oS defined by student need criteria , the other about differences

i n tax base per pupil among different school districts within a state .

Thcose arguments were soon translated into court cases , aimed at

demonstrating that existing public school finance systems , which spend

some $60 billion a year on the 44 m illion students in their charge , are

unconstitutional. The fi rst argument , which claimed equal educational

opportunity was denied when differences in pup ils ’ educational needs

were i gnored , did not fare well in court. The landmark case.

was decided in 1 968 by a federal court i to I llinois and 0

subsequently affi rmed by the U.S. Supreme Court .2 The plaintiff claimed

that the state school finance systems were unconstitutional because
school funds were not distributed on the basis of children ’ s educational

needs , and therefore denied them equal opportunity . The court held that

the plaintiffs had shown no way to measure educational need , and there-

fore no basis for court action. More genera lly, there seems to be no

*
I would like to acknowled ge the help ful comments of Professor John E.

Coons , Un i versity of California at Berkeley. and Mr. John B. Mock ler .
California State Department of Education , on an earlier draft of this
article. They bear no responsibility for rema ininq errors .
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judicial basis for holding that educationally disadvantaged children

are constitionally entitled to equal or greater resources than other

children .

Nonetheless , these cases raised important issues , which the second

strand of argument dttempted to resolve. Its argument was that current

school finance systems violate the Fourteenth Amendment ’s equal protec-

tion clause. Schools generally raise most of their money through local

taxes on property wealth . Therefore the quality of a schoolchild ’ s

education , as measured by dollars spent, depends on his school distr ict ’ s

wealth , not on that of the sta te as a whole. At any given schoo l tax

rate , and for any g iven number of students , a property-rich distri t

raises more money than one that is property -poor. Coons , Clune . arid

Sugarnian in their 1970 volume , arg ied that school finance systems should

be fiscally neutral , and should reflect onl y the wealth of the state as

a whole , not that of individual districts. ’ This argument was therefore

different from that of the ,~ .‘ 
‘

‘ case. It in effect defined “equal

opportunity ” as the opportunity for each district to make its spending

decisions on the basis of equal urer pup il revenue for equal property tax

rates . Whether those revenues increased or decreased , the correlation

between spending and educational need was not at issue , although the

proponents clearl y believed that the effect would be to equalize.

In the California case , . • ‘:‘ .‘  , ‘ . ~~~~~ .
‘ 

.~ (1971). the state Supreme
Court accepted the fiscal neutrality theory , sayinq that the California

school finance system was unconstitutiona l on equal protection grounds

under both federal and state constitutions , in part because of invidious

discrimi nation against the poor child , the quality of whose education ,

like that of the rich , was a function of the wealth of his parents and

neighbors . The case was ~nen remanded for trial on the facts (heard

in 1973), with a decision rendered i n  favor of the plai n tiff (1974)

ordering statewide equalization of school district claims on wealth

per student by 1980. The trial court judgment was heard on appeal by

the state Supreme Court (June 1976), and a final decision affirming

the trial court was announced in December 1976.

The 1973 trial included a lengthy airing of the relationship

P7.



between school finance equalization and equal educational opportunity

as measured by improvement in standardized test scores . The plaintiffs

argued that i rrespective of the apparent ambiguity of research results

relating spending to achievement, they were entitled to more spending

in their districts , because onl y that way could they have an opportunity

to benefit from public education--better results could not be guaranteed

by anyone.
It seems to have been assumed in the trials that rich children pre-

dominated in ~‘ich districts and poor children in poor districts. The

standard examp les used were high-wealth , l ow- tax districts inhabited by

the wealthy , like Palo Al to or Beverly Hills, and high-tax, low-wealth

districts inhabited by poor people , like Lucia Mar or Conipton. But

these were all small towns . In the big cities , the situation was other-

wise. San Francisco and Oakland were property-rich but had many poor

children . San Diego was property-poor , but was mostly middle-class.

It has been estimated that the net effect of the 1974 :~
decision , if the then existing state-local school finance pool of

$5.3 billion were to be redistributed equally , would be no net increase

in the funds going to poor children. Of course , the argument for

equal claims on wealth per student is easil y defensible no m atter what

its effects are on income distribution or educational achievement.

But it is of historical interest that the “fiscal neutrality ’ doctrine

was ori ginally seen in part as another approach to the ~~~~~~~~~~~~~~~~ issue ,

which had to do with disadvantaged ~~~~~~~ o ’ . It has instead developed
into something entirely distinct , although not  necessar ily less
important thereby --equal ity for poor ~~~~~~~

The U.S. Supreme Court, in narrowl y rejecting a similar case , ;~

o , / ,  I f  ~~~ 7 ,‘
~~ ~~~~

. . ‘ . .~ ‘1,’~ :; (1973) 1 
, in effect

r.iade this point , by stating that there was no evidence that the poorest

peop le were concentrated in the poores t d i s t r i c t s ,  and ther efo re poverty

could not be adduced as grounds that the sys tem operated to the p e c u l i a r

disadvantage of some ‘ s u s p e c t  c l a s s ’ of’ people.
The California courts , since 1971 at least, have seen the matter

differently. Even after the i~ . ; ,~~~~:, e ~; decision deprived state courts

136L.Ed 2d 16 , 93 S.Ct .  1278 (1973) . 

~~~~~~~~~~~~ ~~~~~~ ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~



F— — 
~~~~~~~~~~~~~~~~~~~~~~~~~~~ T~~~.

’ 
~~~~~~~~~~~~~~~~~~~ 

— --.-
~

.-. — ‘.‘— .--—-- -. .- --—‘-

ot f our t eenth  Amendm ent grounds for disapproving the present Cal i forni a

~ chool f i na n~ o sys tem , they have cont inued to rel .~~ 
on the equa l pro-

tect  h)fi c lause of the s ta te  const i  tu t ion.  In other s ta te s  (Washington.

Ohio , New York ) similar cr sec are pend i rig, and in m any s ti t es (Fl or i do
Kansas , New Mexico , Ma inc. Mi chi qan ) refo rm 1 iws are now on t h e  1(1(1k

The po l icy questi on that these 1 eq~ I deb ates ref lec t and ml So
- 
“ shape is : Wha t are ‘the e f fec ts  of school fi riance equal i ~ o t i on  of the

- t o
‘ r ”a type? This paper concen trates on ‘ ;  ‘ ‘. ‘ ,, and Ca l i f o r n i r  . but

the i ssu o s are qui te general . The Ford Foundation 0mro d other orga n i j ’d-

ti otis have been s u p port i n g work nat ionwide that promotes scho o l  $ i  b ruce
equ r l i zat ion. . What w i l l  it mnear ~r 4or spendi rig, school ing . and t I\ ( ’  ?
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II. THE CALIFORNIA SCHOOL FINANCE SYSTEM

The implications of a change to fiscal neutrality or other forms

of school finance equalization must be understood in light of California ’ s

present school finance system . That system has evolved over many years ,

but was subject to major change in 1973 , as a result of the passage of

Senate Bill 90, which was itsel f partly a response to the 1971

iecis ion.

California has 4.4 million public school students , and in 1975-76

about $6.6 billion was spent on them , 93 percent of it from state and

local sou rces , the remainder from federal funds. About three-fifths

of the s ta te-local money is raised locally through property taxes , the

other two-fifths coming from state funds , as raised by general appropria-

tion. In 1972 , the state share was down to sli ghtly more than one

third , which was a source of local political resentment that helped to

ensure passage of SB 90.

The state ’ s 1042 school districts are of three kinds : elementary

(kindergarten through 8th grade); high school (grades 9-12); and

unified (kindergarten through 12th grade). Onl y 213 of the districts

are unified , but they accoun t for nearl y two-thirds of the students.
All large cities are unified distri cts.

Constitutionally, the entire system is a state responsibility .

In practice, elected local school boards and school administrators

operate the system. A state code of education defines the operating

framework for school districts , sometimes in great detail. The State

Board of Education and the Superintendent of Public Instruction main-

tai n some general superv i si on through regula ti ons and , increasing l y

in recent years , through control over state and federal categorical

aid for disadvantaged , handicapped and gifted children , as well as for

general curriculum reform.

There is grea t variation in many districts in spending per pupil.

For example , in 1974-75 , the l owest spending elementary district in

the state spent $620 per student , and the wealthiest spent $5174 .

For unified districts, the range was from $1000 to more than $3,000.

- ~~~~~~~~~~~~~~~~~~~~~ ~~ —~~~~~~~~~~~~ ‘—~~ ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ — ~~~~~~~~~ 
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But this variation is less striking than it appears . Districts

that spend a grea t deal or very little are generally sm all. The great

majority of unified districts spent between $1150 and $1450 per student

in 1975-76, with comparable $300 spending ranges accounting for most

elementary and high school districts.

This clustering of spending , despite the presence of extremes , is

in large part explained by the operation of the school finance system

as modified by SB 90. The system consists of:

o 4 t l 0 ! ,’ l ’ Z~ r ’ it , w hich is in ef fect  the amount of money the
*

district spent per student in 1972-73, plus an annual increment

for inflation , which varies inversely according to the dis-

trict ’ s level of spending. A district cannot maintain a

property tax level that, after subtracting state aid , would
produce revenues in excess of the revenue limit. Because rich

districts have smaller inflation allowance than poor ones, the

revenue limi t system tends to equalize spending, althouah

slow ly.

o ~~~~~~~~~~~ : . ,  provided by the state and guaranteed by the consti-

tution , in the amount of $120 per student. This tends to dis-

equalize spending, because it is really a subsidy to high-

wealth districts.

o ~~~~~~~~ .z. ,
~ 
, which is simply the proceeds of the local property

tax , and is not aid in the usual sense of the word .

o A •t~ ~ 1 o : : , ’! ~~‘n ~ y y t  ;“ , which is a state guarantee of a minimum
amount per student to each dist rict (in 1976-77 , these levels

are about $1000 for K-8th grades and $1200 for 9-12th grades).

The foundation program defines a floor on school spending that

rises annually through the operation of the inflation allowance.

o o t i .~~t , .~.z1 71 , provided by state or local government for

special classes of students or special programs . Cate qori ci l

aid is excluded from computation of the foundation program

and the revenue limit.

*Actu all y , per unit of average daily attendance (ADA). rather than
per enrolled student.

--.—, ~~~~~~~ ‘~~~~~~~~~~~ ‘ ‘ ..-
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o / ‘ , ; . :~ 1~’ . t ~ • : ‘ , through which by majorit y vote , local voters

may appr ov e school board proposal s for school tax rates in
excess of the revenue li m i t .

o ~~~~~~~ :.~~~‘ i~ j ,  through state subsidy .

The net effect of this system , coupled with voter reluctance to

approv e higher property taxes , has been to raise the spending of ‘low-
wealth districts , and curtail the growth of hi gh-wealth districts ’

spending. Consequently, by 1981-82 , under the present law , seven-

eighths of each category of distr ict--elementary , high school , unif ied--
wi l l  be spending w i th in  a $200 range per pupil , providing voters con-
tinue to refuse to approve tax elections. Voter reluctance is further
stimulated by amendments to SB 90, which took effect January 1 , 1977 ,

requiring the richest districts (those that spend 50 percent more per
pupil than the foundation program l evel ) to turn back part of the proceeds

of any successful tax election to the state for redistr ibut ion.  This
provision wi l l  presumabl y accelerate the equal iz ing effect ~ of SB 90

by discourag ing rich districts from passing tax eJections.

SB 90 had the initial effect of raising the state ’ s share of public

school costs . But the operation of the system tends to reduce the state

share. As more and more districts go above the assessed values necessary

to finance the foundation program , state aid drops to the basic aid

level , $125 per student , plus any categorical aid enti tlements. From ;

the school districts ’ viewpoint , SB 90 includes another source of frus-

tration. The SB 90 inflation allowance amounts to about 6 percent of

the foundation program (about $60 -$7 O a year) ,  and any spendin g above
the foundation program is not subject to the inflation allowance , so

tha t the $60-$70 allowance may represent only a 3 percent increase for

high-spending districts. Meanwhile , local property assessments are

rising by much more than 6 or 7 percent annually, but the school dis-

tricts cannot use these addit ional revenue sources. Instead , SB 90 pro-
vides for property tax rate reductions when assess ir i ent growth ou t pmc es
revenue limi t growth .

In other words , SB 90 is both a property tax relief measure and

a school finance equalization reform . In both respects , it has been

.
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moderately successful . It has increased the homeowner ’ s property tax

exemption and restrained the growth of school property taxes . But it

has also increased state costs for schooling, directly through the

operations of the SB 90 foundation program and inflation allowance,

and indirectl y through reimbursing local government for consumers ’

property tax exemption . Furthermore , the increase in state categorical

aid for disadvantaged youth , early childhood , handicapped youth , etc.,

is probably in part attributable to SB 90, representing alternative

sources of funds in li ght of SB 90 spending restrictions. Finally,

SB 90 does little to reduce existing tax rate disparities among school

districts. Therefcre , frotn the taxpayers ’ viewpoint, SB 90 involves a

certain amount of robbery of Peter to pay Pau l , and makes little effort

to equalize the rate at which Peter and Paul are robbed .

From the school finance reform viewpoint , increasing the founda-

tion program and limiting the rate at which hi gh-spending districts carl
raise additional funds , represent large strides toward equali ty . These
strides are costly (for example , every time the foundation program is
raised by $60 per student, state and local tax costs rise by $264 mi l lion),

and they do l i ttle to reduce extreme difference s in spendinq. For ex-
ample , even though abou t 85 percent of all districts may be spending
wi thin a $200-per-pupil range by 1981-82 , there will still be some dis-

tricts that spend $500 or more per pupil above the median in that year.

Nonetheless , on the revenue and spending side, SB 90 makes sub-

stant i al progress toward revenue equal i zati on , an important aspec t of

~~t o’ni ’. it is on the tax side that major diffi culties are likely to

arise under the 1976 reaffi rmation of ~~~ ?‘~‘:r~~~, which gives the state

Legislature less than four years to equalize spending opport unities

among districts . On the revenue side, the decisi on does not allow the

decade or more that SB 90 would require to achieve virtual equalization .

—- — --‘—---—.~~~~~~~~—‘—~~. 
—--—‘ —~~~~~ 
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III. PROSPECTS AND PROBLEMS UNDER SERRA N O

A. 
- 

SFendin~ and Tax i~~~ Under  Ser rano

School finance reform was viewed as an educational reform by many

of its ori ginal proponents.. ~~~~~~~~ ; .  and other cases were advanced after
the educational need doctrine failed to pass constitutional ouster .

Y t t ; .’, did not necessarily mean that poor children lived in

property-poor areas , where too little tax money could be raised to

provide a good education , although it was usually so interpreted . The
, : . , y ~ argument aimed at giving each district equal opportunity for

access to the state ’s property wealth . If a district wanted an expen-

sive education for its children , it could tax itself high and be

guaranteed substantial revenue per student. If it taxed i t se lf a t

the state average rate , its students would be educated at state averaci e

cost; and so on. The result would be greater equity among rich and

poor districts .

This assumed that more spending was associated with better

H schooling and , in the eyes of many , that low-wealth districts were

largely populated by poor people , or at least more so than hi gh -wealth

districts .

:~‘e” . : ’  also implicitly assumed that an increase in total spending

for education statewide was desirable. If equalization took the form
of parcelling the present l evel of spending equally among all students,

some hi gh-spending districts would face a sharp drop in the lrv l of

educational spending. This is presumabl y politically unworkable, ml -

though I believe it to be the soundest solution on other grounds. The

more likely policy is to increase the foundation level or offer a state-

guaranteed tax yield , thereby raising l ower-spending districts ’ revenues .

without significantl y reducing those of rich districts . The result is

to increase the share of state product going to public education above

what it would otherwise have been .

These assumptions are questionable. In California , as noted above ,

transferring money from rich districts to poor ones would simp ly change

the incidence of financial gains and losses among the state ’ s “pool ” of 

~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ 
_ _ _ _
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poor students --the total numbers on each side would approxima tely off-

set each other.

The tax equity question is more compl icated.  At one level there
is an unambiguous argument in favor of equalizing statewide , or nation-

wide if it were constitutionall y possible , the revenue garnered per unit

tax. This is one intellectual foundation of ~‘ ‘om that seems to be

relatively strong. The other side of the coin , however , is that the

incidence of such a new , equalized tax schedule may itself be no more

progressive , or even less progressive , than the existing system . It is

a question of who lives in poor districts and who lives in rich ones .

Underly ing that diffi culty is the fact that . :~~ ‘-u ~ would equalize

school spending and tax burdens among political subdivisions , not

among people; therefore judgments about fiscal costs and benefi ts are

hard to arrive at. Of course , if spending increases were financed through

state income tax, the incidence would be progressive among taxpayers .

Despite these issues , the case for ;, tt , ’!~~ as an equalizing device

for both spending and taxing remains strong , even though the case for

it as a contributor to progressive educational taxation or to better

schooling for the disadvantaged , or indeed for any class of students ,

is questionable.

Some of the conse quences of the cour t ’s 1976 decision are clear

from the foregoing discussion. Specificall y rejecting the SB 90 stan-

dard of equalization , the state Supreme Court has followed the l ower

court in seeking complete equalization of access to funds by 1 980. This

is likel y to lea d to major sk i rmish i ng between the Legi sl atu re an d the
courts. Equalized opportunities can be achieved in various ways ; but

they are all unpalatable politically. I have pointed out above the

political barrier to simply redistributing the existing pool of funds ,

although something close to that migh t be a sens ible point of departure

for negotiation s by a governor committed to no increases in taxation.

A second alternativ e would be to raise all districts to the spending

level of rich districts (say $2000 per student). This would cost about

$3.5 billion a year , and would require a doubling of school taxes state-

wide, or a 50 percent increase in income taxes, or a four- or five -crnt

increase in the sales tax , and so on.

A third alternative would be to redefine school district boundaries
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for tax purposes , either on a coun ty bas i s so tha t all operate d f rom
the same revenue base, or on a statewide basis through a guaranteed

tax yield system or a statewide property tax. The county tax base

system would be somewhat equalizing statewide , but probably not enough

for the .;oy ,,.m; standard . The statewide systems could easily meet

~~~~~~~~ bu t  run  i n t o  a cost barrier , unless somethi ng i s done to reduce
rich districts ’ spending l evel .

Therefore , it seems unl i kely that the Legislature will meet the

~~~~1 .ZHfl criterion of equal spending by the 1980 scheduled date , although

some acceleration of current progress under SB 90 is certainly politically

feasible. j
In regard to equalizing tax burdens among districts , the chances

for legislative-judicial harmony by 1 980 are even sli ghter unless the

property tax reform movemen t leads to a mass i ve sh ift away from financing
public schools through the property tax. However , it is not easy to think

of acceptable shifts on the scale of several billion dollars annually ,

without resort to the federal income tax base.

Fur thermore , while SB 90 has offered significant progress on the

reven ue s id e , it has done much less to reduce tax rate disparities. For

exam ple , in 1975-76 in Los Angeles County , El Segundo raised more money

per pupil wi th a $2.13 tax rate than Claremont and Las Virgenes did with

$5.85 tax rates .
In the 1976 decision , the state Supreme Court declare d su ch tax

differences to be intolerable , saying :

So lon g as the assessed valuation wi thin a
district’ s boundaries is a major determinant of
how mt.ch i t can spend for its schools , onl y a
district with a large tax base will be truly able
to decide how much i t reall y cares about educa ti on .

The poor district cannot freely choose to tax
it self i nto an excellence wh i ch it s tax rolls cannot
provide .

This statement is not strictly accurate. A district can tax itself

at any rate it chooses depending on the sacrifices it is willing to make;

it is automaticall y guaranteed the foundation l evel of support no matter

how small its tax base; and if the tax base is extended statewide , then

about half the districts would gain , and half would lose from the reform .

---— ‘ ~~~~
,. ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ --~~~---.-~~~~. —- .~~~~~ 
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so there mi ght be a balance of gains and losses . Despite these ob-

jections , the egalitarian argument is strong, even when appl i ed to

jurisdictions . This was recognized in the earlier legislation to some

extent.

rn a cer tain  sense , SB 90 can be considered in large part as a

general tax relief measure (much of the original funding of SB 90

went to property tax relief), sweetened by the special reduction for

high-tax poor districts . But the other side of the coin has yet to

be turned up. Most people favor property tax reduction , but San

Franc i sco , Pasadena , and Palo Alto are not l ikely to welcome property
tax increases as a condition of maintaining their present levels of

school spending, or lower ones . Now that the court has called for

equal i zed spendi ng or equal tax revenues per un it tax rate , this is

the implication , unless there is a shif t  in tax sources . It is hard
to see therefore how the Leg islature could follow such a court ruling

in any short period . Nor can rich districts accept any such change

without a hard fight because any new tax system would systemat ically

l ower their property values . The current price of land and buildings

in Beverly Hills or Santa Monica incorporates the advantages of low

tax rates .

But if the Legislature accepts rich districts ’ reluctance to pay

higher property taxes , then some other change in taxation would be

needed. It seems unl ikely that an acceptable combination of sales and

income taxes could be relied on, unless the court requires onl y a modest

degree of tax equalization .

This is not to say that further progress in equal i zing tax rates

is impossible. A case in point may be Governor Brown ’s recent suggestion

of tying property tax reductions to individual taxpayers ’ property tax

bur dens , measu red as a frac ti on of tax payers ’ i ncome--a so-called

circuit-breaker , which for certain classes of taxpayers separates

spending from tax rates . The scale that he proposed is inadequat e in

light of citizens ’ desires for the red meat of large-scale tax reduction

but this, of course , is the dilemma . A little free lunch is cheap to

provide , but banquets run high. Nor would it apply to the spending

requiremen ts of ~~~~~~~~~~~~ which makes the district , not the individual ,

.-.-

~

.‘ . -
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the unit of consideration. The governor has also suggested a consti-

tutiona l amendment which would allow taxing residential property at

l ower rates than commercial and i ndustrial real estate , in order to

provide long-desired tax relie f to residential property .

It seems l ikely that the results of :~~~i’i : w i l l  not include any
large short-run increases in rich districts ’ taxes or any reduction in
their current spending l evels. This probably points to a gradual re-

form , using some combin ation of general state tax sources for subsidy ,

whi le keeping rich d is t r ic ts ’ tax levels stable as other d is t r ic ts ’
rates are allowed to decline. The decline ‘ould perhaps be subsidized

by the “excess ” revenues  gene ra ted  by the failure of rich districts ’

tax rates to decline. Recall that under SB 90, if assessments rise

faster than the inflation allowance , the current tax rate generates

more money than the revenue l imit . Under current law , t h i s  “excess ”
money is never generated ; instead taxes are reduced . If not reduced ,

the proceeds could be transferred to the state school fund b r

redistribution.

In short , revenue eq ual i zati on is slow , but California has already

started along that road . Tax equalization is slow too , and there

California ’ s progress is more modest , so the fulfillment of any equaliz-

ing order is remo te. Nevertheless , under the most likel y assumptions ,

:;~~~, , should resul t in long-run progress toward equalizing spend ing

and paying opportunities by school district , if not by class of student

or taxpayer.

If the state Supreme Court finds such a rate of progress unaccept -
able , it could take the matter under its control , for example , by

emulating the New Jersey Supreme Court and closing down the public

schools pending an acceptable method of financing. From the viewpo int

of the  Leg is lature , such an outcome offers certa in advant a g e s by putt i ng

the onus of hi gher taxes on the back of an ‘authori tarian ’ court
Of course , the opposi t ion to higher tax es rim ay he so strong t ha t

opponents of ~ ‘ ,  ‘ cou ld turn successfu l l y  to a cons t i tot ion,t i
amendment nul l i fy ing the dec is i o n , or at l eas t  to the threat of er ie

for pol i t  i il advantage. In any event,  a ‘ mo d I r o l  of test  o n m  of t b ’

p01 it ic i l  winds w i l l  ta ke p i n e  from l’~7? to  1980 .

_______

-- 
~~~~~~~~~~~~~~~ ~~~
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For exam p le , Governor Brown has proposed an alte rnative which

would eliminate basic aid to rich districts , reduce poor districts ’

tax rates , and guarantee all distr icts an equal yield per dol lar of
tax rate . The result would be to eliminate much but not all of existing

tax yield disparities , without much increase in state spending. This

sensible remedy suffers from a possibly fatal defect --it is apparently

inconsistent with the i~~m ’ ”, decision , because it does not fully

equaflze access. The result will be determined by negotiation with

the Leg islature and more court tests , which will ultimately revolve

around who pays and how much each party gains or loses .

4
4 3. Educational Reform Under ‘ ‘.:R~ ’Y’

Proponents of ~~~~~~ claim that the result wi l l  not be to guaran-
tee anyone a better education , but to give each district equal access

to the resources that are needed in order to permit it to try to im-
prove schooling.

But there is more to it than that. ‘ . ‘.‘ . . , for reasons discussed

above , can probabl y not  be imp l emented un~ess the total amount of

school funding increases above the level it would otherwise have been.

Unless roost districts benefi t , the Legislature will be unable to speed

up the pace of equalization . This leads us at last to an educationa l

ques t i on , one that was largely irrelevant in considering the pure case
of equalization .

Shoul d the state , in the name of equity , provide public schools

with more money than they would otherwise get? It seems l ikely that
California vo ters on statewide referendums would decline to approve

more funds for equalization . They have recentl y been reluctant i ndeed

to approve school tax elections for local purposes , and have turned

down statewide bond issues wholesale. What then would be a convincing

rationale for raising the total level of school spending? Equalization

per se has no appeal , except for state courts , eggheads , and the poor

districts , unless of course the state were willing to raise the equaliza-

tion rate (with regard to both taxing and spending) by enough to benefit

all but the richest districts. In that case, as pointed out above , the
h i l l would run hi gh , and there seems to he no feasible tax source to pay
it , unless the process were stretched out over many years . 

—.---- —-- .. -—-.. .---- . -.--_ -
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If much more money for equalization offers lackluster political

perspectives , where does a rationale emerge? The problem now is com-

plex . .‘ oe zfrm ; started out partly as reform for the educationally needy ,

translated itsel f into equity in spending and taxing among school dis-

tricts , wh i ch is unlikely to prove a convincing rationale for large

increases in spending . Yet without such increases the equity goal will

recede. Can we then turn to educational justifications for greater

spending? This is different fr om the ori ginal ~~~~~ .
‘
.‘ rationale. The

argument now would be that most children , not just needy ones , benefit

from more school spending, and by enough to merit the diversion of funds
from private uses or other public uses .

The evidence on this score is quite unc l ear. Firs t , statistical

analysis of the relation between spending and educational outcomes

runs into several barriers . The usual measures of educational outcome

used in such analyses are standardized test score results , hi gh school

graduation , and college attendance. All of these measures have their
defects , because they pro ’iide limited information about what people
learn in school .

Secon d , the sta ti stica l  anal ysis tends to be dominated by acquired

and inherited famil y effects--social class , weal th , and IQ of the stu-
dent. Therefore , onl y about one-twentieth of the variation in measured

outcomes is attributable to differences in school resources . But this

figure may be misleading, because none of the statistical studies have

included any measure of school or school district commitment to educa-

tional improvement . 1 Thus , when as in California after passage of SB 90,

school districts have more money to spend , the educa t i onal  resul ts a re
variable. The analysis therefore tends to average together the results

of districts that use the money for effective change and those that do

not. In s ta t is t i ca l  terms , the problem is one of defining a var iab le
that describes school and district management styles for impl ementing

1 See H. A. Averch , et al. , ‘ ~ , ‘ ~~~~~~~ “~~~~, ‘ ‘~~~‘/: 1f , , ,’~ , Edu ca-
tional Technology Press , Englewood Cliffs , N.J. . 1974 ; and John Heim
and Lewis Perl , ~

‘ i ,~~~~~~~~~ 
‘

. ‘~~~. / ‘
~~ ~~~~~~~~~~~ ~~~~~~~~~~~~ ~ ‘:: l~ ~~~~~~~

~~~~~~~~~~~~~~~~~ ~~~~~~~ Institute of Public roroployn oent , Cornell tjnivers ity.
July 1974.



-16-

Lhange. Such a variable would allow us to separate the effect of

effective districts from those of ineffective ones. Lacking such data ,

though , we can make some casual observations to illustrate the above

point. For exarrinle , San Diego spends about $1250 per student , while Los

Angeles spends $1350 and San Francisco spends $2000 per student. San

Diego students tend to score considerably higher in standardized tests

than those in the other two cities . Los Angeles and Sari Francisco have

more poor students than San Diego hut , in test scores , Los Angeles

students do about as wel l as those from San Francisco. despite more

administrators per teacher , smaller class sizes and better te~ her

4 fringe benefits in San Francisco. ‘This does not prove that San Fran isco

uses money less product ively than the other districts , hut i t  dom s m u -
ca te  tha t m oney per se is not the answer , at least by the t e st s’~ore

criterion . A general inc rease in resources for educ ation would recult

in better education for some places and the same or worse t or ot ° ers .

It is often claimed that the result would be mere ly t o  ra ise
teacher salaries , particularly in an era of increasing t .eachem union-

ism. However, some evidenc c indicates that this is not what  happens .
at leas t in the short run. 2 Most of the mooney goes for h i r ing

teachers , administrators , and supp lies. One-eighth to oem - f o urth of

the funds remain for salary increases . In other words , lar qe i ro n o se s

in funding lead directly to use of more resources in school districts ,

not simply to higher prices for the same resources .

This brings us back to the same problem- -should the pub li fund

general increases in school resource use , when it is likely that mo any

of the additional resources will have no effects on measured outcomes?

In my opinion , the ideal application of ~ m e. ;’ ’ would be one wh i h

imposed .~~ ~n’~ no extra costs on society , hut simply leveled spendin g

at a specified tax rate , allowing districts to go above or below the

1 See Paul Berman and Milhrey W. McLau gh lin , I’ .~~ ’ “ ‘. : ‘ .-

0’ / 0 ; /‘, , . ‘. I f , ‘~ . / 
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comb i ned cei lin g /floor if they chose by raising or l owering taxes , on

the basis of popular vote , from a statewide property tax base. Governor

Brown has proposed such a “guaranteed y ie ld”  syste m of tax revenues ,
as part of his . . . ‘ reform proposal .

Unfortunately,  the pressures to sweeten the pot are l i k e l y  to he

overwhelming and the social gains stemming from inter -district equity

are l ike ly  to be offset by the costs of higher school spending w i t h

predictabl y doubtfu l results for educational outcomes. We are in an

era when service trades such as government , finance , catering , and the
like are taking up relativel y more of the national product , often with

little appar3nt accompanying increase in productivity . In the case of

education , which is such an expensive public function anyway , it seems

a pity to reinforce this trend by disbursing bi l l ions i n  t h e  so l e

j us t i f i ca t i on  of an equity which could in pr inciple be purchased at no )
net cost.

Let us assume that at low cost or high , the result of ~ ‘ is

t h a t  California school districts come closer to equalizing their

pending per unit tax rate . What w i l l  be the result for the qua l i ty
of school ing? As noted above, the evidence to date is that the dis-
t r i c ts  whose spending goes up hire mo re teachers , administrators , and

aides , buy moore equipment , improve the qua l i t .y  of maintenance , arid in-

crease salaries modestly. Other research cited here indicates that the

effects of such changes on student outcome are uncertain , a n d a re u s u a l l y

ro odest , whether pos i t i ve  or negative .
As has often been pointed out , the inconsistent  resu l ts  probably

indicate that some d is t r i c ts  tri ake more e f f e c t i v e  use of resources than
others do . Why is that so , and is there ar my wa ,y to hi tch ‘ ‘ e  to

encouraging greater effectiveness in resour e use?

Most school d is t r i c ts , ac c ord in u  t.o r ’ m s r ,o rc h nnducted by two  Rand
s ta f f  niembe rs , Paul Be rnman arid Mi 1 brey M ~ a ugh liii 

, a (. t 1 (0 hOd i n t a i n the

ex is t ing po l i t i ca l  and i ns t i t u t i ona l  egui l ibr iu no . School d i s t r i c t s  are
hard to run smooth 1 y , from r s upe ci r o t m ndero t ‘ s vi ewpn i rot . br’ ,ou se t he p’e

are many compet. i rig i mm t.eres ts to reconc ii e— — s hon 1 bo o rd miemmoh e r ’ . t e,w h r

organi za t ions , pa rents , variou s e t him i groups , 1~ ‘i’i’ i 1im ’~ q l o l l ’S t ho m I

favo r hinges in c o c c i  r u l  um, in Ii so p1 i r im and I he ii ‘ 
, c m  n t  I pa l s  ,ind

L~. - . - - . -- - -— . - .
~~~~~~~~~~
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other a d m i n i s t r a t o r s , s tudents , nonprofessio nal staff . Therefo re the
object ive of maintenance, keep ing the syste tmi running, and suppressinq
“outside ” in ter ference fron t as many sources as possible. beco tmies para-

mount.

There is nothing wrong as such wi th  maintaining the status quo.
But it does tend to confli ( t w i th i nt ro d u c i n g  any  s u b s t a n t i a l change
into the bureaucratic -political system , because chan ge is painfu l ,

creating r es is t ance  trod strife , and requir ing a good dea l of work in

order to succeed . Nonetheless, the demand for change is also a fact

of l i fe . Ther efore the oral ntenance d i s t r i c t  introduces changes , h u t
these h o  nines are normall y not of the ki rid that w i l l  ac tua l ]  y a l te r
the way the sys tem operates . Cases in point are innovat ive  p rojec t s
that arranqe regular trips to the zoo . or Title I projects for the dic-

adv a nt .one d that reduce c lass  s ize without changin g cur ’ - iculum. The

more difficult kinds of projects , those tha t c i mm mu l taneously ma f orm
c u r r ic u l u m  and teache r  re lat ionch i  ps wi th o ther  t eache rs . adni i o u s t  r o t o r s ,

and s tudents  • are of t en adopted h u t  ca m -e l y  i mupl ement ed iii the ma i ntenahi 0

d i c t c ~c t ,  because t hey wo uld require a deoree of centra l  support ~or

oll ori m , ’ t h a t  s i mim ply  is not there.
For districts like these , w h i c h  cons t i t ute t h e  grea t  m aj o r i t y ,  the

emi l v edw it  ional advantage of more funds would  he in the ca s e  where a
d i s t r i c t  has too l i t t l e  mooney to provide a mh mi n i mummm s t a f f  and phys ic a l

p l a n t - - c a y  ~ove raqe c l a s s  s i zes  of not more than 35 s tudents , and ade-

g u m  t e l i gh t  , hea t . san i tat  ion . venti 1 at~ on , and minimum square f o o t o n o
of spac e per s tudent .  Once these ml n immi u mim c are mm met , the ma i nte na nco ’
d is t r ic t  is un l i ke l y  to br’ able to do much to improve student outcom es .
To the ox t o n  t that sonic students - -d isadvantaged , hand i capped , hill ngual - -

hmiu y need e x t  c i  resources , categor ica l a id from S t  ram ent o or Wash i ngto r i

can conic into play .
Th o r a l ore , for -  the maintenance d i c t  r i c t  . I ncri’ased spending from ’;

is not l i k e l y  to hi a p a r t i c u l a r l y  good use of pmmh l i fut ids trod

the ~r npr r t y _ ~~i~ m ’ ma i n t enmi n e d i s t r i c t  is nimo st l i ke ly  to nain as a
I mr. ‘ nrc of the ass o c i a t e d  t a x  herief i t s  for i t s  c i t i z e n s .  If the
i i !  i ’ m  , art awa re of t h i s , of ourse , they i r n  furt her reduce th e i r ’

l i m b  i 1 i v by vo l 1 rig I ’ m  low t a x e s  . if the post  — :i ; sy s t e m  a l l  owc
I t o ?  t i  t , ’ , n i , t t  i ve .

_ _ _ _ _ _ _ _  - — -~~~
.. -- _.—-- .-.---~~~~~~~~-
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Other districts operate differently. in a development a l mode . Such
d is t r ic ts  offe r strong centr al  support for ch a rnge and enco urage pri nd -

pals and teachers to propose new approaches.  Changes are not ruor ni m al ly
adopted in such districts unless there is an inten tion to implement.

them , which normally includes subs tan t ia l  teacher par t i c ipa t ion  in both
planning and inmn p lenmentat ion. Chan ges adopted are normall y of a ntnaqni-
tude that makes it hard for the adopting schools to revert easily to old

way s of doing things. The innovat ion process i t se l f  is often re ut i n i ized
by assi  qnnmment of funct ions in the cent ra l  o f f i ce  that  suppor ts  I nr m ov a t i  (lii .

The developinq d is t r i c t  therefore has the ab i l i t y  to use new funds
systemat ica l l y for educational inmnprove imnent , at least  w i th in  reasonable
l imits . To the extent that addi t ional  spending fro imn ‘ 

~- :‘m, ’ goes t o

these d is t r i c ts , it is money better spent.
But the d i f f icu l ty  is obvious as c i ted above . Even if .~~

funds cou ld be tied to perfor m ance, wh ich  seems to he c l e a r l y  not th”
case , the d is t r i c ts  that now provide a good educat ion  would by a o l

large benefit , whi le those that do not would suffer - f i n a n c i a l l y .  Su~ h
a result would be unacceptab le p o l i t i c a l ly ,  and would ap pear to cons inn

the weaker districts to perpetual mediocrity . This is why I have

suggested above a system that would t ie  fund i n g  in reaces t ’ ) or ta m

sta ndards of planning and imp lementation .
T h is leads to the conclusion that it would he unwise . j im the ri m i m o

of educat ional betterment , to use ~~
‘ .~~~~~ as a device I or nor m educa-

t ional spending, because most of the no-str ings aid w o uld he wast e d , in
term s of educat ional  goa ls .

The a l ternat ive of ty ing increases i n aid to the quality of dis-

tr ict performance , us i ng ~~
‘ - - :‘ . as a foundation plan , is intone ~onm p 1i -

( ,t t ed . Cal i forn ia ’ s Larly Childhood Educat ion (LCE)  proqrano and the
proposed leg is la t io r u  for high school reform (RISE)  both include e l e m n n e ri t s
of thi s. ECI d i s t r i c t s  rece ive m ooney for expanding the proq ran nn to new

schools only i f  the d i s t r i c t ’ s schools alread y in the program pet - f o m i t

well . och school in the program receives only about $140 per student

hut must present the state with a plan coven nq use of the t h o l  ‘ s

en t i r e  resources. Progress is reviewed a nnual ly  by the s t a t e .

L , , ,  _ _______  __ _ _ _ _ _ _ _ _



p.— —-~ 
— 

~~~~~~~~~~~~ 
_ 

~~~~
‘
~~~~~

‘ — — 
~
___ _

_~~.__ _
-w--,• — — — — —‘-

-20-

It would he possible to condition increas es in  state aid on suc hu
m easur e s of progress as parent and student satisfa ction , h i  gher t e s t

S o r t . moore job p1 at em nent , i nc rease  in co l l ege  attendance , arid other
i mmd ices . There are three o b v i o us d i s a d v a n t a g e s  to any syste mn m based on
edo’. it  i i t t  I per forma nce : (1) 1 ncons I s toncy wi th  ‘ - . - ,‘ - ; (2 ) re 1 uc ta no~ r
(O f d i s t r i c t s  to accept th is  or any form of  accountabi l i t y ;  (3) penal t ies

n i t  I t r d  mimi effer;t I ye scht ’o is iii an effective district.

The i m e t  hod m mm i ght ho’ les s  a t  odds w i t h  . n if t hece pdy mm ments
were I i  he made :1; - - - f ounda t i on—leve l  n pay nmi e n t s , as a
to n- m om of m teqoni ( m l  a id .  The po] it icc of the si tuat ion is hard to

e s t i m o m a t e .  W , m t t i d  the n-n he widespread support for a sy s tem o of paymm ient s

t ied  to p o r ’ O , r ’ rm ,-‘ in the  nm ma nne r of ELI or RISE? F i r ma ]  ly , wh a t  about

pena l izi rm ~~ the o f t  m t  t i  vi’ school in t h e  ineffec tive d i s t r i c t ?

Mi c h ael Li c~ t m m m c i  I have often suggested that Cal i fo mnia decen-
to - ill ze o ‘~ood dea I ot i ts edu’ at  i or b 1 dcci s i onumak I rig f romim th e school
d i s t r - i c t  to the school and i ts parent community. If this wer e do ne,
then the system of rewa rds and penal t ies could he addressed to the
school leve l ,  par t ly  hyp assi nu g the d is t r i c t . Even then the problem
pers is ts  for - the individual teacher or student. Ultimate l y, as in

the case of : n a .  , any reward-penalty svste m m m that aggregates above
the indiv idual  level  is sure to a l low of possible inequit ies .

A further object ion is that no system mi of outco nime or a c t i v i t y
measures ca n f a i r l y  define appropriate rewards and penal t ies , he iuse
the measures are inexact. Nor is any such syste tmm imune frommi inman ipula-
t ion . If large sums are at stake , institutions can alw ays find ways

to score points . The competi t ion can threaten to hecomine one of in-
genuity rather than performance .

Final ly, it is argued that such accountahi 11 ty sys te nmis penal i ze
schoolchil dren rather- than the poor perfo rmmman ice of thos e  who serve

th en mm . However , under ; ‘ ‘ ‘  ‘, it is possible to assure e~ In ch i ld  i

leve l of support c lose to the statewide average . (Asse m bly B i l l  65 .
s uhinni t ted in [k’ceninbe m 1 976 by the Cha I roman of the As senmib lv [ duo.’ a t  i ~
Cormimi t t mo , prov ides .j us t so oh o fi oor. ) Then the f imuds dcii i ed t o his
d ist ml i t would pres umm ma h)y net harm h rn. tie muse his d is t r — 1 I has not
demons t n - i ted its ,oh iii t y  to pm - l o o m c r 0 0  i t s .

-
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Th is approach would have to be t ied to a s c h o o l - b y - s c h o o l  p1~o n
kind s c h o o l — b y — s c h o o l  r- esu lt s , i n  the manner of [CE or RISE. It would
theia tot-e require additiorual state supe r -visi on , and would lead to
great e r  o m it  Ii, t between the s ta te  Dep ar - tm im e nm t of E d u c a t i o n  and the
so. hon s -

In s imm , if  incre a sed lurid i rig is not . t ied to pemfo m - i m iamm e . a good
d e m  I it  i t  w E l  he was ted . If it is so t ied , the we a k en perform mie rs
a i-n Ii k e lv  to h o t  nqe the rules of t he ga m e . Meanwh ii e the vo l en s show
no j i m t er - n J  in ‘ rev idi rig none honey for s’- hoo i s , so we a -n li i ,  k to the
i n t e l  1 e c t u i l  s and the 1 (users , pe m- haps mint too fo r mm i i d a b i e  1 I~oWe r-
co a l i  t ion

F r - o mmn a ll of t h i s .  I would predict  that  the lesson of ‘ - - a .  w i l l
be the I essom i (If soc i a l  po l icy  in genera l — —gove r nment ca n a 11 1 ) 1 ate

resources . hut i t  cannot spec i fy resul ts - Federal fan -tim pm ograimis wet-c

designed to preserve the fa nmily fanit , and actual l y encouraged its
decline. n ; ‘a and its predecessors were ai m ed at promii otinq better

education for needy d is t r ic ts  and are l i ke ly  to equal ize spending w i th
no systematic effects on educational outconmies . It also presents the

danger  of increased school spendinq paid for by reduced private income .

arid less public spen (linq on public transportation , poli ce . conservation ,

and the like.

This is not to say that any of these policies , including

were prefer able to in action . The difficulty with ~ll of the m is that
po licy rmmakers understand rather little about how society and its inst i—

tut ions work . Coons may well have been correct in suggesting that the

real siqnificance of . ‘- : ‘ ‘ lies in qivinq districts a better chance

to t r y  their - hand at providing qood education. Since this is l i ke ly
to lead to cubs tant I a l l y  hi qher spendi no, and then -c is no pe r -c ua s I ye

evidence about the t -es ul t s of’ stu h i ri o r-eoses , we are lef t  w i th a fam im il iar -

po l i cy  di lemnma . It is l i ke ly  to be solved by conm ipr omi mis e——spe ndi nq less
m i mo nir ’y tha n the ourt s in o t t o ,  t do n ,r rid ,n rid nmno re t harm the s vs t ciii would

utherw i cm ’ hav e tel o r a t e d , w i t h  uni~ m o w n  r — esm l i t s  f’ r’ t h i m qua] i t  y of school i nq

and the publ ic wel fare .

Th is is  the ,n r i m r r ,r l ,ippr’o o ho t o k e n  by ( i c vr r r1 , ’ m O ’ , wrc in his flpo,’,’nl ’ r m

1976 inn p os t I t o o -  : - m r - f  o m - icm - T hor ’  prop ; m l wo o Id s pt ’ r ’ tl o p t ho ’ pt e 
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of school financ e equalization as compa red with SB 90, prov ide p a r t i a l
tax equalization throug h a “guaranteed yield ,” and incorporate certain

existing ari d new educational reform policies. However , there would still

be substantial disparities in taxing and spending for the very poor and

very rich districts. The net effect would be an increase of about

$1 billion annually in state aid by 1982, as coniopa red with SB 90.

Roughly speaking, this amounts to going about one-third of the distant ’ e

toward the conniplete equalization standard laid down by the state SoI re e

Court .

But if total state spending on education under ‘
~~~‘ : - . - -

~~: did not in-

crease above SB 90 levels, then , as suggested above , increments in funding

available from the growth of state revenues could be devoted to programs

aimed at improving school distr ict quality in the sty le of ECE and RISE ,
or for the needs of special populations --the handicapped , slow learners ,
g i f t e d , and so on--with payment linked to performance as discussed above.
If ~~. ~~~~~~~~ ends up benefiting a large majority of school districts , t h e n

there will be little money l eft for targeted educational improve mnient.
In tha t case , reform would be the enemy of progress. Governor Brown ’ s
proposal attempts to bridge that gap by offering a little of each.

The secret of educational improvement , if there is one , lies in
two directions. One is more reverence and desire for teachin g arid
lea rning by all of us and by all our institutions . Since this is un-
likel y ,  at least en masse , the second direction may be more p rac t ica l :
prov idi ng funds for schools , districts , and programs that do help chi l ’~men

to learn better , while allowing the others a decent sti pend . This is

the approach to school finance that I discussed above , and the Obst acles

are formidable. But I do not want to leave the i rirpression that any

genera l school finance reform is likely to produce much niore than Pr’-
exis ting methods , in the way of better educated children. The ~ ‘ i - :

solution that best reforms education is likely to be the solution that

costs society least.
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