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For over 30 years, the distribution of educational opportunities and the equality of education
funding across communities has generated considerable interest among policy makers, the public,
and the courts. This article takes advantage of national data sets to examine funding equality
across school districts in 49 states for fiscal years 1992 and 1995. It presents rankings of each
state’s funding equality and explores factors that may be related to the level of equality within
states and to changes across years.

The analyses suggest that, overall, within-state equality improved slightly between 1992 and 1995,
although most states’ relative rankings changed little during the period. States with fewer school
districts relative to students tended to have a more equal distribution of education dollars than
states with more districts. States with higher proportions of revenues provided by state govern-
ments generally showed a more equitable distribution of resources than states in which districts

were more dependent on local revenues.

Public education is the largest area of state and local
government spending in the United States, accounting for
almost one-fifth of direct state and local government ex-
penditures in 1996 (Statistical Abstract of the United States
1999, table 504). Given the enormous resources involved
and—more importantly—the critical private and societal
benefits that education produces, the distribution of edu-
cational opportunities across communities has generated
considerable interest among policy makers, the public, and
the courts. This article takes advantage of national data
sets to examine the equality of education funding across
school districts in 49 states for fiscal years 1992 and 1995."
It presents rankings of each state’s funding equality and
explores factors that may be related to the level of equality
within states and to changes across years.

The focus of this article is the equality of revenues that
are available to school districts within states, one of a num-
ber of broad goals of education financing systems. In re-
cent years, policy initiatives and court cases in many states
have focused on other goals, such as eliminating the rela-
tionship between local property wealth and education
spending or achieving an adequate level of funding for all

students. Still, ensuring equality of resources across school
districts (often referred to as “horizontal equity’’) remains
a fundamental benchmark in evaluating state education
funding systems, and it continues to be an important con-
cern of the public and the broad education community.
Comparing the national averages of a number of intra-
state equity measures, our results show that the equality of
the distribution of education revenues improved slightly
between 1992 and 1995. Relative equity rankings for most
states changed little between 1992 and 1995, however. Our
analysis of univariate equity measures suggests that states
with fewer school districts relative to students tended to
have a more equal distribution of education dollars than
did states with more districts, although states with a greater
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number of districts had somewhat larger improvements
across the two years. We also found a weak but significant
relationship between intrastate equity and median revenues
for education, with lower-revenue states tending to have a
more equal distribution of resources. Finally, states with
higher proportions of revenues provided by state govern-
ments generally showed a more equitable distribution of
resources than did states that were more dependent on lo-
cal revenues.

The Role of Equity in School Finance

Concerns over the equality of educational opportunity
date back well over 40 years. In 1954, the U.S. Supreme
Court’s decision in Brown v. Board of Education (347
U.S. 483 [1954]) overturned the long-standing system of
separate educational institutions for whites and African
Americans, ruling that “separate but equal” schools are
inherently unequal. The country’s awakening to the per-
ils of unequal access to employment and education helped
bring about the enactment of three important pieces of
federal legislation related to education: the Civil Rights
Act of 1964, the Economic Opportunity Act of 1964, and
the Elementary and Secondary Education Act of 1965.
The latter act created new federal funding (Title 1) for
“at-risk” pupils, while the Civil Rights and Economic
Opportunity acts more broadly addressed poverty and
discrimination in society. The Civil Rights Act, in par-
ticular, is important for proponents of educational equity
because it required a study of the factors leading to un-
equal educational opportunity. A team of researchers led
by James Coleman conducted the study, which produced
a long line of quantitative research examining the fac-
tors, including dollars and the resources they buy, that
might affect student achievement (see Coleman et al.
1966; Hanushek 1972, 1981, 1989; Murnane 1975;
Hedges, Laine, and Greenwald 1994).

While the debate about whether (and how) money mat-
ters to educational achievement continues among research-
ers (Hanushek 1989; Hedges, Laine and Greenwald 1994),
courts in virtually every state have addressed the constitu-
tionality of funding disparities across districts within states.
Beginning with California’s 1971 Serrano v. Priest (5 Cal.
3d 584, 487 P.2d1241, 69 Cal. Rptr. 601 [1971]) case,? in
which that state’s highest court ruled that a child’s educa-
tion could not depend on the wealth of the child’s parents
or neighbors, state supreme courts in 19 states have invali-
dated state systems of funding public education (Minorini
and Sugarman 1999). While the U.S. Supreme Court ruled
five to four in San Antonio School District v. Rodriguez
(411, U.S. 1 [1973)) that the Texas school-finance system
did not violate the Fourteenth Amendment of the U.S.
Constitution, plaintiffs continued to use the equal oppor-
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tunity clauses in state constitutions, along with other edu-
cation clauses that focus on efficiency and adequacy, to
support their claims in state courts.’

School-finance equity has been a particularly intractable
issue in many states because of the traditional reliance in
the United States on a combination of state and local fund-
ing, with the relative share of total funding provided by
each level of government varying considerably across
states.* With the majority of local revenues raised through
property taxes, vast differences in property wealth across
localities typically result in large disparities in education
spending. In many cases, these differences may be unre-
lated to any differences in local “taste” for education. Re-
sponsibility for equalizing these disparities has rested with
state governments, which have developed a variety of in-
tergovernmental grant schemes intended to promote eq-
uity in education spending (see Odden and Picus 1992 and
Monk 1990, for an overview of common intergovernmen-
tal grants for education). State government defendants in
school-finance suits often argue that spending differences
are related to local taxing and spending decisions, or that
these differences are irrelevant because there is no con-
vincing evidence linking higher spending to improved stu-
dent achievement. Courts have typically rejected these ar-
guments, though, and have often ordered tight limits on
spending differences across districts.’ The Supreme Court’s
Rodriguez decision returned school-finance litigation to
state courts, resulting in state-by-state analyses of equity
and the constitutionality of state funding systems. Studies
of more recent court cases and legislative initiatives in states
such as Georgia, Kansas, and Michigan, suggest that slight
improvements in funding equality have occurred in selected
states (Rubenstein, Doering, and Gess 2000; Johnston and
Duncombe 1998; Fisher 1996).

While these and numerous other studies have focused
on funding changes and the distribution of resources in
individual states, relatively little work has been done to
examine equity from a national perspective and to com-
pare within-state disparities across the country. There are
several notable exceptions: Schwartz and Moskowitz
(1988) and Wyckoff (1992), for instance, examine changes
in intrastate equity in 1977-85 and 1980-87, respectively.
Wyckoff found that equity gains were greatest in states
with large increases in expenditures over the period. Simi-
larly, Evans, Murray, and Schwab (1997) study the impact
of judicial and legislative activity on within-state equity
over a 20-year period and find that states where the fund-
ing system was found unconstitutional had larger increases
in state spending and greater improvements in equity than
did states with purely legislative efforts. Other recent work
(Hertert, Busch, and Odden 1994; Parrish and Fowler 1995;
General Accounting Office 1997; Parrish, Hikido, and
Fowler 1998) using National Center for Education Statis-
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tics (NCES) data for 1992 indicates that, although state
and federal revenues help to improve the equity of funding
across districts, persistent inequalities remain; most often,
these inequalities are related to differences in property
wealth and income. Odden and Clune (1998) point out,
however, that recent state court decisions have shifted the
focus of litigation from the relationship between spending
and property wealth to a more stringent emphasis on re-
ducing per-pupil spending disparities.

The relative paucity of national research in this area is
the result, in part, of a lack of readily available data on
revenues and expenditures in each of the nation’s almost
15,000 school districts. The NCES (part of the U.S. De-
partment of Education), along with the Bureau of the Cen-
sus, has been working to fill this void by collecting and
releasing district-level financial data for the population of
U.S. public school districts. The analyses presented here
use NCES data for the 1991-92 and 1994-95 school years
(the most recent years for which financial data for all dis-
tricts were available) to examine the dispersion of state
and local revenues for education within states. We also
explore a number of factors within the control of state policy
makers that may be related to the level of funding equality
within states. In addition, we have indexed the dispersion
statistics for each state relative to the national average to
facilitate comparisons across states, and we have created a
single composite measure to rank each state’s relative
equality for each year.® (Appendix A presents a more de-
tailed description of the measures and methodology used
in the analyses.) From these analyses, we draw conclu-
sions about the status and trends for school-finance equity
in the United States.

Equity Results and Trends

Equity is a relative rather than an absolute concept, and
it can be defined and measured in a variety of ways. Berne
and Stiefel (1984), in their groundbreaking work on school-
finance equity, set out a three-part framework for defining
equity: horizontal equity, vertical equity, and equal oppor-
tunity. In this study, we focus on the first of these con-
cepts, horizontal equity. Defined as the equal treatment of
equals, horizontal equity examines the dispersion of per-
pupil resources across districts or schools. Greater equal-
ity of per-pupil funding indicates higher levels of horizon-
tal equity.’

Comparing the national averages of the dispersion mea-
sures, the data indicate that funding equality improved
slightly between 1992 and 1995 (see table 1). For the
McLoone index, a higher value indicates a higher level
of equity. For all other measures, lower values reflect a
more equal distribution of resources. All measures show
a slightly more equitable distribution of revenues in 1995.

For example, the national average of the Gini coefficient
fell from .093 to .085, and the federal range ratio fell
from .684 to .620. While there are no generally accepted
standards against which to judge these measures, Odden
and Picus (1992) suggest benchmarks of .10 or lower for
the coefficient of variation and the Gini coefficient, and
.90 or higher for the McLoone index, as representing “ac-
ceptable” levels of horizontal equity. Nationally, the mean
Gini coefficient and McLoone index achieved this bench-
mark in both years. However, the coefficient of variation,
which improved slightly from .204 to .190 between the
two years, did not achieve the benchmark. In fact, in 1992,
only three states (Florida, Kentucky, and West Virginia)
reached the benchmark for the coefficient of variation,
while two states (Florida and West Virginia) achieved the
benchmark in 1995.

Horizontal-Equity Index

The multitude of measures available to assess horizon-
tal equity can be both a strength and weakness of the analy-
sis. The measures allow researchers and policy makers to
take a broad view of resource distribution and to avoid prob-
lems that may arise from reliance on a single, possibly
misleading statistic. As the preceding discussions may dem-
onstrate, however, the array of measures can also compli-
cate the analysis, making the results difficult to summa-
rize. The problem is exacerbated when numerous objects
of analysis are used, such as multiple revenue or expendi-
ture variables, or real and nominal data. To address this
issue, we have created indexed values of the four disper-
sion measures (see appendix A for a description of each).
Each measure for each state is set relative to the unweighted
mean value for all states and multiplied by 100. A single
summary statistic is calculated for each state by averaging
the four indexes.® Thus, the national average (which is set
to 100 by construction) becomes a benchmark of sorts,
with each state compared to all others and to the nation.
All indices are created so that higher values indicate a less
equal distribution of resources. For example, in 1992,
Florida had the lowest index and therefore the most equi-
table distribution, while Missouri had the highest index
and least equitable distribution (see table 2). In 1995, West
Virginia had the most equitable distribution and Alaska
the least equitable.

The mean index facilitates comparisons of each state’s
equity relative to other states and over time. In 1992, 27
states were equal to or better than the national average,
while 22 states were worse (see table 2). In 1995, 29 states
were equal to or better than the national average, while 20
were worse. Only Rhode Island (ranked 16) and Iilinois
(46) had the same ranking in both years, but most state
rankings changed little between the two years (Spearman
rank correlation coefficient = .82). Clearly, each state faces
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Table 1 Interdistrict Equity Measures: State and Local Revenues per Pupil, FY 1992 a unique set of political, legal,
and FY 1995 and economic circumstances
1992 1995 that may affect .ch.anges gor
Federal Coefficient Gini McLoone Federal Coefficient Gini Mcloone lack of changes) in its relative
range of  coefficient index range of coefficient index equity over time. But the
State ratio variation ratio  variation availability of national finan-
Alabama 0.581  0.161 0077 0918 0428 0151 0070 0932 | (jal data allows analysts to
Alaska 0795 0274 0128 0938 1191 0425 0.154 0993 | _. : .
Arizona 0871 0204 0093 0923 0814 0199 0087 0914 | ViEW each state in a national
Arkansas 0597 0159 0068  0.944 0461 0116 0061 0948 | context rather than in isola-
California 0.626 0328 0097 0888 0601 0344 0099 0911 | tion.
Colorado 0.3%  0.185 0073 052 0.595 0.168 0083 0.927
Connecticut 0.717 0.182 0.086 0.916 0631 ' 1051755 - 10.086 '« 10.92] Horizontal Equity by
Delaware 0.681 0369 0.103 0943 0685 0.180 0078 0928 | Number of Districts
Florida 0.291  0.093 0047 0957 0.320 0095 0.049 0.924 o
Georgia 0436 0157 0082 0.0 0406 0137 0071 0927 One factor within the con-
Idaho 0502 0.159 0.078 0935 0512 0156 0075 0958 | trol of state and local policy
lllinois 1.318 0317 0.143 0893 1095 0272 0126 0851 | makers is the number of
Indiana 0.424 0.138 0069 0920 0348 0104 0055 0939 | school districts in a state. One
lowa 0.456  0.140  0.065  0.949 0.295 0.106 0049 0.949 - .
Kansas 0769 0216 0.107  0.903 0786 0276 0115 0933 might expect that. as the num-
Kentucky 0233 0077 0043 0936 0304 0107 0051 0919 | Dber of districts increases—
Lovisiana 0408 0117 0059  0.899 0513 0136 0072 0904 | particularlyif the average size
Maine 0.683 0211 0.101 0.904 0751 0.235 0.104 0910 | of districts also declines—
Maryland 0.503 0.133 0.074 0.921 0598 '\ 101374 0073 W0.923 greater differences may arise
Massachusetts 0873 0242 0114 0899 0805 0201 0106 0894 | acroqocalities as people sort
Michigan 0.894 0201  0.105 0905 0623 0.158 0082 0918 | b o o ommunis
Minnesota 0426 0.156 0074 0921 0.417 0211 0073 0936 | . , g commt
Mississippi 0.423 0131 0072 0923 0406 0110 0062 0926 | tes. These interdistrictdiffer-
Missouri 1.394 0412 0183 0864 1.044 0265 0125 0900 | ences are likely to affect dis-
Montana 1.539 0427 0.188  0.897 1138 0317 0.146 0905 |tricts’ abilities to raise
Nebraska 0.877 0247 0118  0.899 0843 0229 0110 0914 | revenues for education, as
Nevada 0.634 0217 0080 0936 0.274 0171 0039 0.971 o
New Hampshire ~ 1.064 0257  0.129  0.894 1006 0256 0128 0885 | Some communities will have
New Jersey 0780 0231 0101 0898 0711 0182 0090 0901 |Smaller tax bases or citizens
New Mexico D&l OA7rF "oo0s8 L 097 0562 0171 0072 0906 | Who desire alower level of
New York 0.942* TH0.262°% 0:135 150 817 0.806 0231 0120 0831 | education spending.’ Con-
North Carolina 0.446 0.121 0.065 0.935 0430 0,107 - 0,058 0929 versely, fewer larger districts
Tl I e T U o o ey i 2 stote may discourage
10 & K A o i & . # . . .
Oklahoma 0691 0194 0087 0926 0461 0150 0064 0951 | SOrting.resultinginfewerrev-
Oregon 0658 0.178 0092  0.89 0398 0.143 0064 0922 | cnue disparities.
Pennsylvania 0577 0140 0073 0929 0.472 0134 0072 0.929 To examine whether hori-
Rhode Island 0:5001" 105133 210,069 = =10.915 0.543 0.124 0.064 0945 | zontal equity is related to the
South Carolina 0458 0.111 0060  0.945 0.440 0.120 0063 0942 | pumber of school districts in
South Dakota 0.853 0249 0.120  0.881 0757 0213 0097 0869 |, e we divided the states
Tennessee 0699 0.178 0095  0.863 0369 0116 0061 0913 | .
Texas 0613 0196 0081 0926 0652 0392 0102 0914 | Nt quartiles based on the
Utah 0358 0.174 0072  0.956 0388 0156 0068 0894 |number ofschooldistrictsin
Vermont 1.361 0.301 0.160 0816 1.404 0.302 0.164 0832 | eachstateper 10,000 students
Virginia 0710 0.182 0099 0894 0562 0150 0082 0900 | (table 2)."In both years, the
Washington 0412 0150 0064 0927 0369 0139 0060 0934 | grate of Maryland had the
West Virginia 0.263 0097 0048  0.951 0.309 0090 0046 0.944 -
Wi 0427 0120 0061  0.946 0360 0109 0057 0949 |iewest school districts per
Wyoming 0699 0304 0116 0950 0664 0194 0093 0914 | 10,000 students, while the
Mean 0684 0204 0093 0913 0620 0.190 0085 0917 |state of Montana had the
Source: Common Core Data, National Center for Education Statistics. most. As expected, the results

of the analyses suggest that
states with fewer school districts (less than 1.87 per 10,000
students) tend have a more equitable distribution of edu-
cation dollars than do states with more districts. In addi-
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Table 2 Intrastate Equity Measures by Districts per 10,000 Students by

Quartile, 1992 and 1995
Districts
per 10,000
State students
1st Quartile
Maryland 0.31
Florida 0.35
Nevada 0.80
Louisiana 0.87
Utah 0.88
North Carolina 1.08
Virginia 1.31
South Carolina 1.45
Georgia 1:55
Tennessee 1.65
West Virginia 172
Alabama 1.78
Delaware 1.86
Quartile mean 1.20
2nd Quartile
California 1.98
Rhode Island 2.62
New York 2.63
Kentucky 2.78
New Mexico 2.88
Colorado 2.97
Mississippi 2.98
Pennsylvania 3.01
Texas 3.02
Indiana 3.08
Arizona 3.25
Washington 3.42
Quartile mean 2.89
3rd Quartile
Ohio 3.43
Michigan 345
Connecticut 3.56
Massachusetts 3.97
Alaska 4.38
Wyoming 4.86
Idaho 4.87
Oregon 4.93
lllinois 4.97
Minnesota 4.97
New Jersey 5.00
Wisconsin 524
Quartile mean 4.47
4th Quartile
Missouri 6.41
Kansas 6.96
Arkansas 7.32
lowa 7.88
New Hampshire R 74
Oklahoma 9.35
Maine 10.55
South Dakota 13.23
North Dakota 19.72
Nebraska 22.71
Vermont 25.19
Montana 29.30
Quartile mean 13.98
Total mean 5.54

1992

Mean
index

130
113
96
121
115
108
78
100
156
77
113
62
106

190
1M1

76

66
136

94
105
128
144
123
183
189
129
100

Rank of
mean
index

17
1
23
13
7
8
30
5
24
33
3
21
36

39
16
45

1995
Districts

per 10,000 Mean
State students  index
1st Quartile
Maryland 0.30 90
Florida 0.32 66
Nevada 0.68 72
Louisiana 0.83 85
Utah 0.85 82
North Carolina 1.03 e
Virginia 1.25 92
Georgia 1.42 90
South Carolina  1.43 79
Tennessee 1259 74
Alabama 1.25 84
West Virginia  1.77 64
Delaware 1.78 101
Quartile mean  1.15 81
2nd Quartile
California 1.91 125
Rhode Island ~ 2.46 84
New York 2.53 123
New Mexico 2.74 92
Colorado 2.75 97
Kentucky 275 67
Texas 2.85 134
Pennsylvania  2.87 84
Arizona 2.88 111
Mississippi 2.97 79
Indiana 3.02 70
Washington 39 7t
Quartile mean  2.74 95
3rd Quartile
Ohio 3.34 107
Connecticut 3.39 100
Massachusetts  3.43 116
Michigan 3.45 96
Alaska 4.17 205
Idaho 4.62 90
Minnesota 4.65 93
Oregon 4.74 80
lllinois 4.81 142
New Jersey 4.81 105
Wyoming 4.88 106
Wisconsin 4.96 72
Quartile mean  4.27 109
4th Quartile
Missouri 6.16 140
Kansas 6.60 129
Arkansas 6.92 78
lowa 7.80 67
New Hampshire 8.75 138
Oklahoma 9.01 84
Maine 10.53 118
South Dakota 12.80 112
North Dakota 19.41 132
Nebraska 22.16 123
Vermont 24.44 170
Montana 27.94 157
Quartile mean 13.54 121
Total mean 534 100

Note: Indices are constructed so that higher values indicate less equity.
Source: Common Core Data, National Center for Education Statistics.

Rank of
mean
index

22
2
7

20

12
9

24

2]

13
8

19
1

30

40
16
38
25
28

4
43
17
34
10

5
11

33
29
36
27
49
23
26
14
46
31
32

tion, states with a higher number of
districts made larger equity gains
between 1992 and 1995 than states
with fewer districts, though the
states with more districts still tended
to have greater disparities in both
years. For example, the mean equity
index for states with the largest
number of districts (greater than
6.40 per 10,000 students) decreased
from 129 in 1992 to 121 in 1995,
while the measure increased slightly
or remained unchanged for districts
in the lower quartiles. There was
also a reduction in the number of
districts per 10,000 students for
many states, which may be the re-
sult of targeted district consolida-
tion. Two-tailed Pearson correlation
results also show a strong relation-
ship between the equity index and
the number of districts in a state
(Pearson correlation coefficient =
53).

Horizontal Equity by Median
Revenues

Equality of resource distribution
must be viewed in the context of
other available information about
each state’s education system. Fund-
ing equality may not be desirable if
it is achieved because all districts
spend relatively little for education.
To address this issue, we examined
the equity index by quartile of me-
dian per-pupil revenue, adjusted for
cost-of-education differences. In
1992, the national median of per-pu-
pil state and local revenue was
$5,429; by 1995, it had increased to
$6,210." In 1995, Mississippi had
the lowest median revenue level of
$4,056 per pupil, while New Jersey
had the highest at $8,021. With some
exceptions, such as Florida, southern
states tended to have lower levels of
per-pupil revenues, while northeast-
ern states tended to have higher lev-
els. No clear pattern emerges, though,
in the relationship between median
revenue levels and equity.
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Horizontal Equity by State’s | Table 3 Infrastate Equity Measures by Median Revenue per Pupil by Quartile,
Share of Revenue 1992 and 1995
A number of states have responded 1992 1995
to equity concerns by increasing state Median Rank of Median Ronk of
revenues for education in combina- revenue Mean  mean revenue  Mean  mean
) th stabl P o local State perpupil  index index  State per pupil  index index
tion with stable or decreasing local | 1§ quargile ot
revenues (see Picus 1991 and | Mississippi 3,090 73 11 Mississippi 4,056 75 10
Theobald and Hanna 1991 for ex- Hﬂhd ngg gg 7 Ufclll; 4,086 82 15
. . . evada A 23 California 4,214 125 40
amples from California and Washing- | 0 3,530 85 21 Idaho 4,245 90 23
ton state, respectively). A state | dgho 3,618 78 18 Tennessee 4,445 74 8
government’s ability to redistribute | Tennessee 3,628 112 33 Alabama 4,540 84 19
s g Missouri 3;739 190 49 Arkansas 4,547 78 12
resources across districts seems to ‘ ’
. S S New Mexico 3,787 72 9 Arizona 4,558 111 34
make this a reasonable approach. | oiighoma 3787 94 25  lovisiana 4680 85 20
Therefore, it is important to examine | Arkansas 3,853 76 14 Oklahoma 4,719 84 18
whether, in practice, a higher state | California 3827 - -hal 39 New Mexico 4,740 92 25
h f education funding is closel Kentucky 4,186 48 2 Montana 4,893 157 47
Share ot education funding 15 Closely | sq pakota 4,250 128 41 Missouri 4,994 140 45
linked to greater equality. Quartile mean 3,690 95 Quartile mean 4,517 98
Nationally, states’ average contri- ?Uaiﬁée 2'| S b f glwiﬁ'e 2 P s 3
. . . . outh Carolina : aska ; 4
butions to public education remained | ' 0 4331 104 98 MeithOdbok . 5152 132 42
relatively stable from 1992 to 1995 | lfinois 4,353 156 46 South Carolina 5,153 79 13
at approximate]y 47 percent. New | Louisiana 4,410 74 13 North Carolina 5,262 75 9
Hampshire contributed the smallest }2;2‘:"’ 3'33(5) ]gg gg Té:g:gio g'ggg ‘gg ‘2‘?
percentage of revenues in both years, | Georgia 4,492 g3 iooE Ok 5369 - W7, 33
while New Mexico contributed the | North Dakota 4,531 144 A4 Nevada 5,371 72 7
largest (see table 4). While the na- Montana . 4,558 189 48 South Dakota 5,410 112 35
ional : h f revenues re- North Carolina 4,672 67 8 Colorado 5,471 97 28
tional average share o Ohio 4716 130 42 New Hampshire 5,532 138 44
mained stable, the data strongly sug- | Massachusetts 4,881 121 38 Virginia 5,603 92 24
gest that as a state’s share of revenues guartﬂle r:v;ecm 4,517 111 guartﬂle r;ean 5,333 111
: . . . uartile 3* vartile 3*
for 'edL.lcanon increases, horlzonFal Clon 5,057 100 27 Kaghicky 5,653 67 3
equity improves. In 1995, the equity | Colorado 5,061 80 20 Washington 5,656 77 1
measures for the bottom quartile of Wesfh Virginia 5,094 48 3 ?regon 5,703 80 14
Washington 5105 72 10 Ilinois SA7T 142 46
state‘share (less than 49 percent state i 5137 105 2 A 5972 199 pr:
funding) showed considerably more | pichigan 5,178 13 34 Wyoming 5118% 106 32
inequality than those for the highest | New Hampshire 5,182 136 43 Maine 6,153 118 37
quartile (greater than 58 percent state Kansas 5,223 11 32 Florida 6,173 66 B
. th 1 d Indiana 5,329 74 12 Rhode Island 6,176 84 16
funding), with an even larger spread | |, 5363 66 6  Massachusetts 6202 116 36
between the lowest and third | Delaware 5,410 114 36 lowa 6,223 67 3
quartiles. The 1992 data show an g'askcl g,g?g 1;? 37 glebrcika 2,?)(2)2 133 39
. . vartile mean g vartile mean ]
even more dramatic difference be- Quartile 4 vl f
tween states at the lowest level of | ghode Island 5,481 77 16 West Virginia 6,294 64 1
state assistance and those at the up- | Nebraska 5,504 123 40 Maryland 6,450 90 22
er levels Florida 5,518 47 1 Minnesota 6,463 93 26
P : .| Wyoming 5608 108 31  Michigan 6,496 bl o7
One example of how the relative | yiynesota 5,684 77 15 Pennsyhania 6,565 84 = 117
share of state funding may affect | Maryland 5,689 7 17 Delaware 6,660 101 30
izontal equity is the state of | Pennsylvania 5,965 78 19 Indiana 6,705 70 5
h0.r129 a q. y Lonifi 1 Wisconsin 5,983 62 4 Wisconsin 6,772 72 6
Michigan, which has significantly | \.,, york 6809 155 45  Conneclicut 7332 100 29
altered its revenue sources for edu- | Connecticut 6,838 96 26 New York 7,614 123 38
cation since 1993. In 1992, the state ‘éefmcjm ;gg? }?g gg ‘éefmfj"' ZSZ :gg g?
. _ | New Jersey : ew Jersey ;
C_OntrlbUted 26.6 percent of educa Quartile mean 6,203 100 Quartile mean 6,929 97
tion revenues; by 1995, that share | foal mean 5,429* 100 Total mean 6,210* 100
had increased dramatically to 67.3 | “Calculated as median revenue per pupil in the United States.
percent. Michigan shifted from a | Note: Indices are consiructed so that higher values indicate less equity.
Source: Common Core Data, National Center for Education Statistics.
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Table 4 Intrastate Equity Measures by Percentage of State Share Funding by | funding system that relied heavily
Quartile, 1992 and 1995 on property taxes to a more complex
1992 1995 system of tax reform that includes a
Percent Rank of Parcent Rank of | tWO-cent sales tax increase, a 50-
of state Mean  mean ofstate Mean  mean _per- i ioa-
State funding index index State funding index index cent-per-pack [a.X m.crease on Clga
: 2 rettes, a reduction in the state in-
Quartile 1 Quartile 1
New Hampshire ~ 8.50 136 43 New Hampshire ~ 7.30 138 44 come 'tax rate, and a standard
Michigan 26.60 113 34 South Dakota 26.50 112 35 statewide property tax millage rate
S(?Uﬂll Dakota 27.00 128 4] lllinois 28.00 142 46 (Courant and Loeb 1997) Compar_
lllinois 28.90 156 46 Vermont 29.80 170 48 . he hori 1 .
Oregon 30.60 100" B Dlemdo 30.10 72 7 | 108 the horizontal-equity measures
Massachusefts ~ 30.70 121 38 Virginia 31.80 92 24 | for Michigan in 1992 and 1995, rev-
xirginia 31.10 106 30 Nebrasto 32.40 123 39 | enue distribution appears to be more
‘'ermont 31.60 183 47 Massachusetts 36.30 116 36 : : :
Nebraska 34.30 122 40  Maryland 37.00 90 2 |cquitable following this effort,
Missouri 38.00 190 49 NewJersey 3800 105 31 | Which reduced reliance on local
Maryland 38.20 77 17 Missouri 38.70 140 45 wealth and distributed state funding
Rhode Island 38.50 77 16 Cor‘mechcut 39.50 100 29 | for education more evenly.
Nevada 38.70 90 23 Ohio 40.00 107 33 K Iso h d
Quartile mean  30.98 123 Quartile mean 31.95 116 i ansasa SF) as u'n ¢rgone a ma-
Quartile 2* Quartile 2* jor restructuring of its school fund-
Wisconsin 39.40 62 4 Pennsylvania 40.10 84 17 | ing formula. In 1992, the legislature
New York 40.30 155 45 Texas 40.20 134 43 adopted a new financine struct
Connecticut 40.70 96 26 Rhode Island ~ 40.50 84 16 P , g structure
Ohio 40.80 150" i New York 4070 123 3g | that reduced reliance on local prop-
Pennsylvania 41.40 78 19 Wisconsin 41.10 72 6 | erty taxes and imposed a strict rela-
Montana 41.80 189 48 North Dakota 42.10 132 42 . : :
ive-equity stand -
New Jersey 42.20 113 35 Colorado 42.90 97 28 t .e qui y.s o altd 9n school C%IS
Tennessee 42.20 112 33 Arizona 44.00 111 34 | trict spend.lng to limit local taxing
Arizona 42.40 104 28 Oregon 46.20 80 14 | and spending decisions (Johnston
Kansas 42.40 114 32 South Carolina 46.30 79 13 and Duncombe 1998)-12 While the
Colorado 42.80 80 20 Tennessee 47 .50 74 8 B . .
e 43.40 89 29 i 47.90 67 3 | state’s share of funding increased
North Dakota  44.80 144 44 Maine 47.90 118 37 | from 42 percent to 57 percent dur-
gucrtﬂle r:r;eon 41.89 113 guart”'e l;;ean 43.65 . lng this period, our results suggest
uartile 3* uartile 3* . . .
lowa 47.30 66 6 Wyoming 800 106 32 |thatequity declined slightly be-
Georgia 47.70 93 24 Florida 49.10 66 2 | tween 1992 and 1995.
Florida 48.30 47 1 Montana 49.60 157 47
Maine 49.80 105 29 Louisiana 52.10 85 20 . .
Wyoming 50.00 108 31 Minnesota 52.40 93 26 To further examine the relation-
Minnesota 51.60 77 15 Indiana 53.30 70 5 | ship between factors within the con-
Indiana 52.80 74 12 California 54.20 125 40 .
trol of state policy makers and the
Mississippi 53.50 73 11 Utah 54.30 82 15 level of f [:1 y i S
Louisiana 54.80 74 13 Mississippi 56.40 75 10 | level of funding equality within
Utah 57.20 66 7 Kansas 57.40 129 41 | states, we use weighted least squares
SR 4 AR 4 regress the mean equity index on
Alabama 58.80 85 21 Arkansas 58.20 78 12 gres: quity mdex
Arkansas 59.90 76 14 Oklahoma 59.40 84 18 | median revenue per pupil, districts
Idaho 61.80 78 18 /;k::amo 61.00 84 19| per 10,000 students, and the state’s
Oklahoma 62.20 94 25 Idaho 61.20 90 23 : .
North Carolina  63.60 67 8 West Virginia  63.60 64 ;| share of education funding for 199,2
California 65.90 121 39 Delaware 6430 101 30 | and 1995, weighting by each state’s
Delaware 65.90 114 36 North Carolina  65.10 75 9 | student enrollment. The results pre-
Kentucky 67.00 4a 2 Kentucky 49 08 g 4 | sented in table 5 indicate that, in both
West Virginia 67.10 48 3 Michigan 67.30 96 27 hich ber of districts i
Alaska 68.00 115 37 Alaska 67.60 205 49 | Yyears,ahigher number ot districts in
Washington 71.70 72 10 Washington 68.70 77 11 | astate is related to lower equality of
New 'vl\exico 73.80 7§ 9 gew Nl\exico Zj‘;g Zg 25 | funding across districts, while a
Quartile mean 65.48 8 uartile mean 3 . . .
Total mean 46.82 100 Total mean 47.69 100 higher proportion of funding from
# ) a5 ; state sources is related to greater
Number of states in quartiles differs due to rounding. : s
Note: Indices are constructed so that higher values indicate less equity. equality of funding. The level of
Source: Common Core Data, National Center for Education Statistics. median revenue for education is
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negatively related to the mean equity index in both years,
though the results are statistically significant only in 1995.
These results further support the conclusions suggested by
the earlier tables: the number of school districts in a state
and the share of revenues from state sources are related to
the equality of education funding across districts.

Table 5 Regression Model of Horizontal Equity,
1992 and 1995

(Higher index values reflect lower equality across districts)
Mean Equity Index

1992 1995
Constant 151.02 181.91
(34.43) (27.13)
Districts per 10,000 students 2:59" 1.86*
(1.38) (1.03)
Median revenues per pupil (thousands) -3.57 -6.72**
(4.59) (3.25)
Percentage of state funding -.86** -1.00***
(0.38) (.309)
N 49 49
R-square 0.194 0.222

Standard error in parentheses.
***Significant at p<.01.
**Significant at p<.05.
*Significant at p<.10.

Regression weighted by state enrollment.

Conclusions

This article presents a longitudinal “status report” on
intrastate school-finance equity in the United States. Us-
ing national data on school district revenues and on differ-
ences in the cost of education across localities, the study
provides a method for combining numerous measures to
more readily compare equity across states. Results of the
analyses suggest the following:

« When comparing the national averages of the equity
measures, overall intrastate funding equality improved
slightly between 1992 and 1995.

+ The relative rankings for most states changed little be-
tween 1992 and 1995.

» States with fewer school districts tended to have a more
equal distribution of education dollars than states with
more districts. States with a higher number of districts
made larger equity gains than states with fewer districts,
but the disparities still tended to be larger in states with
more districts.
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» States with higher proportions of revenues provided by
state governments generally showed a more equal dis-
tribution of resources than states that were more depen-
dent on local revenue sources.

» While these patterns suggest that increasing state respon-
sibility for funding education or consolidating school
districts might improve horizontal equity, they should
not be taken as an easy prescription to remedy this sys-
temic problem. As with most complex public policy is-
sues, there are multiple causes of school-finance inequi-
ties, as well as institutional barriers to implementing
reforms. However, the availability of national bench-
marks can help policy makers to identify similar states
with more equitable funding systems and to use them as
models to develop reform alternatives for their own
states. Additionally, case studies and analyses of indi-
vidual states can help to determine the factors that may
help such reforms to succeed or fail (see, for example,
Johnston and Duncombe 1998; Odden, Busch, and
Hertert 1996; Goertz 1992). In an area as complex and
politically contentious as school-finance reform, data and
analysis alone cannot resolve debates about the best way
to provide equitable educational opportunities to all chil-
dren. But the availability of national analyses and state-
by-state information can provide an important resource
as states move ahead on the path to reform.
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Notes

1. Hawaii has a single statewide school district, so there is no
dispersion of funding across districts.

2. In this case, plaintiffs argued that property-wealth dispari-
ties across school districts created a “suspect class,” thereby
violating the state’s equal protection clause by unfairly dis-
advantaging students in property-poor districts.

3. See Swanson and King (1998) for a thorough review of
school-finance litigation.

4. In 1997, the state share of total K-12 education spending
varied from 90 percent in Hawaii, which has no local school
districts, to less than 10 percent in New Hampshire.

5. Forexample, in the Serrano v. Priest case, the superior court
judge ordered California to reduce spending differences to
less than $100 per pupil across districts, regardless of prop-
erty wealth (Picus 1991).

6. Because differences in spending are likely to reflect, in part,
differences in purchasing power across localities, we use a
cost-of-education index created by Chambers (1998) to ad-
Jjust the data. Chambers’s Geographical Cost of Education
Index estimates differences across school districts in the cost
of purchasing the inputs—primarily teachers—used to pro-
vide educational services. See appendix A for more detail.

7. Because the study focuses on horizontal equity, we refer to
both “equity” and “equality” in the text. No attempt is made
to measure differences in funding related to student needs
(such as learning and physical disabilities or limited profi-
ciency in English) or to differences in wealth across dis-
tricts. While it is essential to conduct analyses related to
differential student needs and wealth, the courts and the

public are often most concerned with the bottom-line issue
of per-pupil spending differences across districts. See
Parrish, Matsumoto, and Fowler (1995) and Parrish, Hikido,
and Fowler (1998) for examples of equity analyses using
pupil weights to account for student needs.

8. While the statistics for each state are weighted by the num-
ber of pupils in each district, the national average is con-
structed as the simple (unweighted) mean of each state’s
values (n=49). The mean index number is sensitive to the
four index values it includes. For example, Texas’s 1995
coefficient of variation was substantially above (worse than)
the national average, while its other measures were at or
close to the average. Excluding the coefficient of the varia-
tion from the mean-index calculation would considerably
improve Texas’s relative ranking.

9. As Oates (1972) notes, public goods will be provided by
jurisdictions that cover the smallest geographic area over
which benefits are distributed, so that efficiencies are maxi-
mized and the effects of taste differences are minimized.

10. We divide the number of districts by 10,000 students be-
cause larger states are likely to have more districts simply
because they have more students.

11. While these data are adjusted for geographic cost differences,
they are not adjusted for changes caused by inflation.

12. This plan created a local option budget that allows districts
to exceed the state-imposed budget limit by up to 25 per-
cent. Johnston and Duncombe (1998) find that horizontal
equity improved after the funding changes, even after ac-
counting for the inclusion of the local budget option.
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Appendix Methodology and Equity Measures

All revenue and enrollment data come from the Common Core of Data,
produced by the National Center for Education Statistics, for the 1991-92
and 1994-95 school years. The analyses measure the dispersion of com-
bined state and local revenues by district for all states, with the exception
of Hawaii. Federal revenues, because they are outside the control of state
and local policy makers, are excluded from the analyses. Districts with
fewer than five students and those with over 50 percent of students in
special education were removed from the data set.

To account for differences in exogenous costs facing each district, the data
were adjusted using the cost-of-education index created by Chambers
{1998). Chambers's Geographical Cost of Education Index uses a hedonic
wage model to control for factors outside local districts’ control that affect
their costs, including amenities that make teaching and other staff posi-
tions relatively more or less attractive.

A data set was constructed for each state consisting of pupil enrollments
and per-pupil revenues from state and local sources. Using the cost-ad-
justed revenue data, we calculated univariate dispersion measures for each
state. The measures use a pupil unit of analysis; that is, all caleulations
were weighted by the number of pupils in each district. Thus, very small
districts {which ogen have higher per-pupil costs due to diseconomies of
scc1|e, remote |ocoﬁons, or other Foctors) had less influence on the results
than did large districts. The unit of analysis is especially important in states
with a single district much larger than any other (for example, New York
or Nevada). Average per-pupﬁ revenues in such districts will have a strong
influence on the measures for those states.

These analyses use four univariate dispersion measures to quantify differ-
ences in per-pupil revenues across districts {see Berne and Stiefel 1984,
for a comprehensive list of equity measures). Each measure focuses on
different parts of the distribution. The measures used in this analysis are:

* Federal range ratio—the difference between Eer-pupil revenues at the
ninety-fifth and fifth percentiles, divided by the per-pupil revenues at
the fifth percentile.

¢ Coefficient of variation—the standard deviation divided by the mean.
A value of O represents perfect equity.

¢ Mcloone index—the sum of per-pupil revenues for students at or below
the median, divided by the sum of per-pupil revenues if all students
below the median received the median amount. A value of 1 indicates
perfect equity.

* Gini coefficient—calculated as the area between a Lorenz curve and a
45-degree line {representing prefect equality), divided by the area un-
der the 45-degree line. The Gini coee?ﬁcient measures the difference
between the actual distribution of revenue and the distribution if all
students received equal amounts of revenue, with a value of O repre-
senting perfect equity.
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