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Trends in School Finarce Litigation

School finance litigation began with the pupll as the target under

both the c¢uual treatment of eguals and unegquzl treatment of unequals

iD

standards.* 3Roth Qide eduqational expenditiire per pupll disverities
and the 1nadequacy of additional serwvices for special puril populations
were felt to violate the equal protection clause of the U.S.
Constitution. The original cases challenged these facts, 3rguing that
school finance svstems should be tailored to "pupil needs." But 1in
botn the 1963 McInnis case in Illinois and the 1969 Burruss case 1n

“irgin:ia, the courts dismissed the cases claiming that because pupil

n

reeds could not be defined precicely the court had no lecal stendard on
which rto "2se opinicns.
reaft

Shortly the r, @ new litigation strategy was devised. The

T
1]

i

2w stratagv put forth a negative standard: that education
expenditures could not be linked to local school district wealth, the
egqual opportunity standard discussed above. Litigants tried to
persuade courts that school finance systems discriminated on the basis
of wealth, a "suspect classification," in that high wealth districts
tended to nave high expenditure levels while lower wealth districts
tended to have lower expenditures. It was argued that this
discrimination violated the equal protection clause of the l4th
amendment of the U.S. Constitution. In August 1971, the California
State Supreme Court, on a motion to dismiss the case at trial, accepted
rhe argument and said that if the facts were 2s 2lieged the system did

indeed v10late the Constitution.

*See Arthur Wise, Rich Schools, Poor Schools (Chicago, Ill.:
University of Chicago Press, 1968).
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o | 10
ERIC

Aruitoxt provided by Eic:



O

ERIC

Aruitoxt provided by Eic:

Courts in Arizona, Michigan and Minnesotz quilckly followed the
lead 11 California. The momentum of this legzl strotegy w3ss set back
by the March 1973 decision of .he U.S. Supreme Court in the Rodriguez
case, 1n which %he court &id net find a2 U.3. Cons-itutionzl violation.
Litigations bhased on state egual rrotection clauses contilnued, however,

ase, 1n California 1n

@]

and were successful in Connecticut 1n the Hor*on
Serraro, in Ohio 1n the Cincinnati case, and mest racantly 1n Colorado
:n the Lujan case.

The eqgual protection cases were important underpinnings ¢f finance

970=. Not coincidentally, the reform vrograms

[

1)

reforms in the =arly
sought to remedy the 1ssue litigated bo+th by eliminating the 1ink
between spending and wezalth {3z child egual opportunity goal) ané by

guaranteelng egual revenues pe upil from state and local sources for

r
He]

reztment of egquals goal). While
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these programs helped to diminish the

and education socending oper oupil, they allowed large experditure pe

~

pupil diffarances to remain =van 11 the reforr~d school finance
sysktems.

In addition to litigation based on egual protection grounds, the
mid-1970s saw the start of litigation baszed on state constitutional
education clauses. Some of these‘suits were brought in reform states

where, despite changed finance structures, svendlng dispvarities equal

ersisted.

41
rh
O
[
1t)
T
o
D
Al
U
aas)
(@]
[
=
e}

r than those b

(D

to or great

the cases based con state education clauses
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accumulated, a noticeables cha .o in the court declslcns began £Q

emerge. The 1973 Robinson decision by the New Jersey Supreme

a harbinger of things to comz. That court ruled thzt the state's
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"thorough and efficient” clause r state fto guarantee an

les as citizens and

-

e
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education that would equip students Ior t rr

competitors in the labor market. Rather than imposing only a negative
standard, this court 1mposed an "affirmative duty"” on the state and
implicitly set a student n:ecds standard, the 13sue thrown cut 1n the
earliest round of school finence litigatcion.

Currently, the pupil needs stanrd2:a nas been accepted by & number
of s+a%e courts. Cilti1ng “he Robinson decision, the Washington Supreme
Court 1n the Seattle case ruled that : state constitutional regquirement

"

for the state to make "ample provision" for education meant thaet all
school districts must provide a basic education that goes beyond the
basics and equips students for *their roles as citizens and competlitors

. Similar decisions 1mposing an affirmative duty on

v

1n the labor mark

14

§

the state to provide a2duc. 10n appropriate to student needs have been
accepted by courts in California, Colorado, New York and Ohio. Indeed,
tne New York and Ohio ccurts have gone bevond these general statements
on the duty of the stete to prowvide a basic oducation. These two
courts set standards for school finance structures that must also
tespond to a varlety of diffcrent pupil needs, account for price
differences for education resources across school districts, ard
recognize the fiscal strains on city school districts caused by
noneducation demands on the property tax dollar —-- municipal

overburden.
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implications for school firance < - In spite Of the

tax and spending limitation measures that are being enacted, which will

be discussed below, the newest ccurt decisions have redirected rhe

)

[as

focus of school finance reform to student equity, wlth the New Jersey

and Ohio courts specifically rejecting taxpayer egulty 15sues 1n their
decisions. Expenditure per pupil gaps per se are being successfuliy

challenged and the courts are onecoming increasingly specii'C 1n the
requirem. .ts for additional services that must be provided to special
populations such as the handicapped, poverty, low achieving and
bi1lingual student.

These new directions should affect both eguitvy and efficiency

1
foN

aspects of school finance 1n the eighties. Eguity should be affect

used attention on spending differences and

Tt

o}

9]

because the courts have
provisions for s2ecial pup:il and district . Efficiency should be
ennanced by a more precise definition of reform objectives. While

there sti1ill might be multiple egulity objectives (including taxpayer

3

mandate to close spending

D

policy makers' agenda, th

cr
D

concerns) on

dz provides two clear objectives

it
"D

gaps and provide for s3pecial pupil n

for a changing school finance policy 1n the 1980s.

*Por an expanded discuszion of the changes in litigation strategles 11
school finance, see Betsy Levin, "Current Trends in School Finzance
Reform Litigation," 1n School Finance Reform in the States: 1979
(Denver, Colo.: Education Finance Center, Education Commission of the
S5tates, forthcoming).
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. EQUITY AND EFFICIENCY PRFISURES FROM THE FEDERAL GOVERNMENT

.~ginning 1n 1965 with the Elementary and Secondary Education Act
(ESEA) and continuing through the 1970s, the faderal role 1n education
finance has remained fairly consistent. The federal strategy has been
to target aid for parcicular categories of programs and, except for

impact aid, has ignored the arena of general purpose aid. The _oucern

U

of the federal government for the past 15 years has been t¢ 1ncrease
services for »Declal pupil populations, beginning with poverty and
minoritvy students 1n the mid-1960s and exparding over tne years to
include amorg others, the handicapped, bilinguel, migrant and native
American student. The federal programs have been developed on an
ind:vidual basis, each wlth separate funds allocation mechenisms,
fiscal accourting reguirements, rulez, regulations and program
guidelines. To insure compliance with each of the federal programs,

there are stipulations for fiscal comparability, maintenance of local

effort, anti-supplanting and annual evaluations.

Effectiveness of Federal Programs

While some research in the late 1970s indicated thet some federel
programs may not be very effective, recent work indicates that federal
programs, especially Title I of the Elementary and Secondary Educeation
Act, have been quite effective 1n ac-omplishing their objectives as
well as improving student and taxpayer equity 1n state school finance
structures. The recently completed National Institute of Education

study on Title I concluded that the funds had been allocated according

: 14
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to Congrass:ional 1ntent* and
increased student mach and reading achievements levels.** In 2ddirion,
the study found the program to have some 1aceme redistributicn

characteristics.*** Tn sddition, o«

.

T
3

Tirzle T 2nd «he naw Education

[

school distri~: wi=hin states and diminich tho link between soending

and local school diztrict wealth **xx=*

fnd

Efficrency Issues

Although the federa2l fomaitment 13 =0 enhance the aquity of the
education system for zZpecial pup:l ocpularions, racent trends 1ndicate
that increased at=ention 13 Se1n3 given to ineffilclencies i1nherent 1n

the current set of federal elem:ntary and secondary educa:tion programs,

federal programs desiined ko zarwve the 3ame or cimllar objectives.
There are three major zources of 1nefficlency that have been

ed 1o r

D

addres cent
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implications for

programs during the 1920s5. The f£1r3t 15 the proliferation and

*National Institute of Education, Ti%le I Funds Allocatinon: Th2
Current Formulas (Washington, D.C.: NIE, 1977).

**National Institute of Education. The Effects of Serwvices on Student
Development (Washington, C.C.: NIZ, 1977).

C.o.o.rant Formulas (Washing

-3
T
[}

~n, Ti=le I Funds Alloc2*icn
NIE, 1977).

**x*'-ri1onal Institute of E
o

(_
3

O er
(e

. -

xx*x*x[ ayrence Va2scera, "An Examination of the Flow of Title I and State
Compensatory Education Ai2 and Theilr Effect on Egualization 1n Four
States: Florida, New Jersey, New York and Texas," Paper No. 10
(February 1978); and Special Education Finance: The Interaction
BRetween State and Federal Support 3ystems (Denver, Colo.: Education
Finance Center, Education Commission of the States, forthcoming).
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v

fragmentat:ion of the current sev of faderal progrems which have
produced botn service overlaps: and service gaps at the local diskrice
level. Some students gualify for services under 2 varlety of programs,

while others with less severe rroolems may qualify for no particular

program but nevertheless need additionzl services. This si1tuatlon 1s

service levels meaningful. A3 o reszul%, a "piling on" phenomenon can
occur: some students btecome tarints of larae sums of cetecorical
dollars while othars recoi1vae nore.

Zecond, the individusl federal program guidelines are 1nconsistent

and uncoordinated. Soaome for example, call for "pullout" pr-grams while

Yy
2
[
-
D

others mandate mainztresting. 7 tep th~ same students are corved by

ferent programs which roquire con’licting orogrem delivery

rY

dil
configuratiors.

Third. until recantly there has been 2 reluctaence to ailcw 2
merging of federal doliars with srtote dollars available for programs
targeted at the same student populotions and designed with similar
education objectives. As a result, state and federal dollers ere
separated artifizially and nefficient service delivery occurs.

There are several changes that might occur 1n the 1980s that
should help reduce *these 1nefficiencies, while maintaining the federal
and ctate commitments to special pooulations. First, the federal
government may cease to ma¥xe law based on the most extreme case among
the states. Rather, oolicies may be developved or changed to recoqgnize
acco 1Y.1shments that have heen made by many states and to provide
1ncentives for other states to move in“:he desired direction. This

w1ll reflect a need to streamline the entire federal program structure

L9 16
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awareness =-ha* *theras are suhesantial wesltn 2nd zpending dizoorities

among the 53 s%ates an. that only the foderal zovernment 17 1n 0
positlion 2 remedy the di.ferencaes.

All of these concerns w. ' n state scrnoo’ financing syntems were
b:hind the establishment 0of %he current shree-vesr s+tudv 0f school

ucation

19

finance tha%® will ke concducted by =ne Department of Health, =¢

and Welfarae. One purooss 28 the seudy will by o define oguity 10

e wnrlesy of geandards, to me2sure the deqgroa

nducation finance unde
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of 2quity among and with:in states, and to develop a2lternative fedoral

policles for a genweral 2:4 formul> t2 renhance inter- and _nz-asgtatae

b=

~ducation finance o

PR R whils a federal vrogram of genncal 214 15
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not 1mminent, tne currant study reflaocts renewed discussion of such a

new federal 1nitiasive,

faal!

Ine concurrant o streamline and make lens restrichive the
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current federal c crical programs and -ne discussions of alternati

o1}

e

[Ve]

general aid programs indicakt= =hat major changes n the federzl role
education finance may b« on the horizon for the 1980G3. In all

Likelihood, 1 fedeoral general aid pregram will have incentives f£or

3

states to close spending gaprs for the basic educction program and t0
expand services for special populations. Such a new federal
initlative, combined with the current trends 1n school f1lnance
litigation and renewed state 1nterest in refocusing reform efforts on

the student, could preduce ma2jor changes in the substance and politic

of education financing 1n the 1%80s.
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Such averall results fall short of 1 Proposation 13 grassfice
sweeping the country, However, they do reflect a mood to dompen
mncreases 1n taxes and qovernment spending. To term the evoantns o
revolt 153 to engage 1tn hyperbol... But theose attempts to control
dovernmont and make 1t more efficient do reflect public attitudes of
drssatisfaction.  In an attempt Yo assess the nature of thegse
dissatisfactions, the Education Commission of the States conducted
public orinmion surveys in five states -- California, Colorado, Idaho,
Michigan and Oregon -- with tax and spending limitation measdres on the

ballot last year. The results of these pells, *ogether with the

results of national polls are remarkably consistent.* ]

Fighty percent of those polled felt there was "a lot" of
government waste and that government spending was the primary cause of
inflarion. Seventy percent felt that government in general was trying
~s do %20 many things. But when asked specifically about oducation,
“he majorisy reogistered satisfaction with public schools (although this
level of satisfaction is less thar 1t was nationally 10 years ago). 1In
fact, schools, police and fire protection services were among the besic

services those polled fel® chould not be reduced 1f limits were placed

*A booklet on the results of these polls and the nature of the
camp:1gns related to the various measures will be published by the
Educ:.i1on Commission of the States later in 1979. Preliminary results
are awvallaktle in two special editions of the quarterly newsletter of
tr Education Commission of the States, Education Finance Center,
F.nance Facts: "Public Opinion and Proposition 13 (February 1979) and

"Publ1c Opin.ion on Tax and Expenditure Limitations: Attitudes in Four
Stunes" (May 1979).
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.

on government sSpending, Py Pt , near b g v et o teenponddent oty
that there should be inereanees an st ool corvices,

The vast majortty of Saxpavers 10 the prwe staren felt vhar the
lovel of taxes was tno high: nattronally, rhe nercontage Feelaing thias
way has been i1ncreasing vver She past decoades Thoase volled fole that
federal taxes and local proverty toxes were the loeast Farr, oand that
state i1ncome and sales taxes were the fairest taxes,  Most also felt
that local property taxes and foderal saxes had inecreased the most 1n
the past few years.

Interestingly, . he mijo:.ty registersd sotiafaction with the state
schonl financing system, an unexoectaed finding since the aystems, and
the overall state roles, wvary significantly across the five gstates.  In
California, mor2avaer, 80 percent of those polled felt that all school
districts should nase agual expendituraes per child and that it would be

desirable to taks from the wealthy districts and give to the pooar

districts to accomplish this gonal.

in

+

nf education,

9]

When ask2d abeuot the zances of the r132 110 the <O
respondents in Californis pointasd to wnflatinn 35 the primary causc,

poor management as the second cause, and washke (1.e., too many and ton

nighly vaid administrators) a3 the third highaest [actor.

These results are similar o those optained 1n a number of
natlonal pclls. The rational polls fourd that the naticn's citizens
felt the country was 1In a sta%e of 111 nealth and that thingz would get
worse, rather than be-ter, 1n %he near future. %When asxad the causes
2% the 111 health, economic fac=ors were 1dentified: inflarion,
unemployment and rising %axos. Ther= was concern over the rise 1n

government expendituras and 21leged waste 1n government, put there was

<K 25
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support for many tndirvtdual rogroame, aneltuading cdneat ron,

Tt seems that ntlation 1o ¢roat ing oconomie Stralnsg on o taxpay.er
pocketbooks and that gJovernment o general o feoling the hoat of
Jrssatiafaction,  The pablie s concerned about wact s, poor management
and 1nefficinncies 1n governr »nt operatronns.  Yer, there 13 remarkable
support for many serwvices, espactally oducation. What may be refloectred
13 a concern not 50 much with the role or government, but 1ts
perform ce, Put differently, oe=lic attitudes may totflect that in the
current era of inflation and tiaht aoney, efficiency 1s33ues rolated to
government operations have beocome A primary congcern.

The 1mplications of these attitudes for school financing 1n the
1980s are not as clear. In the 1970s one consistent characteristic of
school finance reforms has been an 1ncrease in the overall state role,
including a substantial i1ncroase in the absolute dollar amount of state
ard. If this 1s necessary for a reform to occur, tax and expenditure
limitations on the state purse dn not auger well., First, such

restrictions impose tough constraints on the ability of the state to

}

trict the increased use

Ul

increase its role 11 funding. Second, they reac

~ ~-=- g*tate taxaes, and maintailn

res

re

of the taxes considerad the fa
reliance on one of the taxes considered the lezst fair -- the local
property tax.

Those states that enact limi-=ations on the ability of the state to
raise revenue may de states +ha% will find it must difficult to advance
improved school financing systems during the 1980s. Put biuntly, the

efficlency thrust of the current tax and spending limitation

vel, may decrease the potential

D

activities, when appliod at the state 1

for making further equity gains 1n school finance in the next decade.
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V. CONCLUSG IO
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rational and e frcaent delyery g ireemns gt T e Lol Teeel, S
addition, there 16 renewed 1nterear At she toder sl Tewn] an vdvene neg
the pace of achool tinance cxpenditare cqualtsarion, Fodoral fande
wore o made vt iable o tn the mad-19700 v e i ar st arens tn dewvoloning
better cawalizarion plans,  The curvrent shroo-vear fodearal arady ahould
servoe as the subsntant oo Togndatron o0 o socars e toderal aeneral 1
progqram.  Aand one could o osdrct rhar e s he end o of he 108 e
foderal government Wil haye v Do s v gn e oo of s general oy
program.

At b\')th 1'?‘" [ R ’ ARSI ERARIT ¢ ' thore are fwa o tgrrent o ont s (,.‘f R Ioks i’u' 1ht1na
that have Shelr roots 1n otfrcoeney concerns and that are an conflict
wilth the #quity goais rhar hoave deminosed foaderal ard srate a-taivitles
tn schoel financina.  Tho frrat 1o the manimal comperoncy teosting
movement, which norontiacly ~an dinadweantoage numerous special
poculation. whisa ave Peen rhe affirmative targe*rs of many state and
faderal orogramz.  The scecond 12 thy tax and expgenditure limitatior
movement which may crushingly limit the abirlity cf the gwate 1and
potenti2lly the tedaral governnont 1f 2 bales ced budget becomes

required) to suvport education finance raforms or expanded Iervices to

special student pooulaticons. Wnile tne negative =»ffacts of the minimal
cempetency tasts coull bBe negated through legal battles, the l2gality

4
nf tax and spending limita*ions i3 mere di1fficnlt to challenge. If

1inflati1on 15 the roort of the push for cuch limitations, the need +2

eract federal zoliciesg that will curtail 1nflation and ease the strailn
on +he vocke+bock of the country's ciltizens becomes 2 paramount concern
for those who do not want current officiency 155ues %0 i1mpose long-term

restrictions that iimi1t future eguity g9ains in education financing.
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