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State School Finance AI‘.i‘t‘igation":
A Summary and an Analysis

By Terry N. Whitney, Senior Policy Specialist o

In 1998 school finance litigation again re-
ceived considerable attention, with five
cases filed by districts in Colorado, Con-
necticut, New México, Texas and Wyoming.
A, total of 14 suits currently are pending,
(see Appendix A: Litigation Summary 1997-
98 for a listing of these cases), and one long-
standing case has recently been resolved.

The New Jersey Supreme Court brought to
a close a series of cases known as Abbott
vs. Burke (1-5) on May 22, 1998, by stating,
“This decision should be the last major ju-
dicial involvement in the long and tortuous
history of the state’s extraordinary effort to
bring a thorough and efficient education to
the children in its poorest school districts.”
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The Abbott case had meandered through the courts for 28 years. Siding with Governor
Christine Whitman’s administration, the court noted, "The Legislature’s commitment is
evidenced by the sound and comprehensive public education that is contemplated by the
statute within which these reforms will be effected.”

In Ohig,a March 1997 decision found the state’s school finance system unconstitutional -
because "the current legislation fails to provide for a thorough and efficient system of
common schools, in violation of Section 2, Article VI of the Ohio Constitution.”
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In Ohio, a
legislatively
approved
sales tax
increase to
benefit
schools was
defeated by
voters in
May.

During the: 1998 legislative session, the General Assembly- responded to the court’s deci-
sion by approving a $5.24-billion school -appropriation bill for FY 1999.:" However, the
measure did not contain revenues to fund it. After significant debate, numerous late night
sessions and the use of a 147-year-old provision of the Ohio Constitution, the legislature
approved a 1-cent hike to the state sales tax and referred the measure to the voters for a
May 5 election. Voters defeated the measure by a sound 4-1 margin. State leaders have
not yet figured out what they will do next as a result of the vote. Interestingly, although
the court’s one-year deadline (March 24) has come and gone, the court has not required
additional legislative action.

The Arizona Supreme Court nullified the Legislature’s third attempt to equalize school
construction funding in June. Lawmakers approved a bill that would have required the
state to spend $372 million a year to build, equip and maintain public schools. It replaced
the tax-financed bonds to build school facilities with state money. The court gave the
Legislature 60 days to come up with a better plan or risk a previously determined cutoff of
all funding to public schools. A special session was called in July, and legislators agreed
on a revised version of legislation that had been introduced during the regular session.
That plan, “Students First,” calls for the state to contribute $374 million in the first year to
build, repair and equip K-12 schools. The new plan eliminates an “opt-out” provision, but
still allows.scheal districts to-go te their voters to request limited bonding to augment state
money. Upon the adoption of the bill, school districts asked the Supreme Court to keep
the suit open while new minimum standards for facilities are developed. The Supreme
Court denied the motion without explanation, effectively closing the case, which had
been filed in 1994.

Litigation in Texas and Wyoming has its origins in previously argued cases. In 1995, the
Texas Supreme Court approved the Legislature’s fifth attempt to craft a constitutional
school finance system. That plan (SB 7) was initially adopted in 1993 and required high-
wealth school districts (defined as those with property wealth per weighted pupil in excess
of $280,000) to reduce their wealth to $280,000 using one of five options to equalize
property wealth.

Districts could use any combination of five suggested actions to equalize wealth: 1)
consolidate with another district, 2) detach property from the district’s rolls and annex it to
another district for taxing purposes, 3) purchase attendance credits from the state, 4)
contract for the education of nonresident students or 5) make arrangements for tax base
consolidation with another district or districts. Optlons 3 4 and 5 reqmre the authorlza-
tion of school district voters.

More than four years:later; in 1998, a group of poor- districts refiled suit in Texas, claiming
that certain actions ‘the Legislature had taken to mitigate the effects of recapture violated

the state Supreme Court's original decision. No hearing date has been set.

Wyoming plaintiffs returned to court to challenge the funding formula that the Legislature
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put in-place following a state-funded education: cost .study and the work of six separate
legislative .committees to reform.a funding system that was ruled unconstitutional in 1995.

The Colorado and New Mexico suits follow the Roosevelt case in Arizona and challenge
the states’ methods of funding school facilities. The Connecticut suit was filed by the
families of seven public school children and 12 cities and towns. It has been rare for
municipalities to be party to school finance litigation. Plaintiffs argue that funding caps
enacted by the legislature in recent years to hold down state spending have adversely
affected them. This suit comes 21 years after the state Supreme Court first ruled Connecticut’s
finance system unconstitutional (see Horton vs. Meskill, 1977).

In examining the numerous cases that are pending or that have been decided recently, no
recognizable trends can be found. One exception would be that there seems to be no end
in sight to the numbers of these suits. Only five of the 50 states, commonwealths and
territories have not been sued: Delaware, Hawaii, lowa, Mississippi and Nevada.

Historically, school finance suits have focused on the equity and adequacy of state fund-
ing, and the decisions handed down in 1997 and 1998 have followed that pattern. How-
ever, in recent years several cases have dealt with other questions such as the quality of
facilities, special education funding or the treatment of different types of scheol districts.
For example, rural communities in Alaska are not required to contribute to school operat-
ing costs and must only contribute 2 percent of school construction costs to receive state
building grants. Municipalities must contribute comparatively large amounts to both op-
erating and construction costs. As a result of this policy, officials from a municipal/
borough school system filed suit for relief. The Alaska Supreme Court affirmed a state
judge’s decision that the plaintiffs failed to show that the state’s system translated into
disparities in educational opportunities for students.

Another interesting case is developing in New York state. A pending suit in the court of
appeals represents the first time a school finance case has been brought under Title VI of
the U.S. Civil Rights Act of 1964. Since the New York case was filed, another was brought
in Philadelphia by plaintiffs who claim that the state racially discriminates against the city
school system as a result of a state finance system that provides “inequitable funding to a
predominately minority student population.” The Pennsylvania case has been filed in U.S.
federal district court, unlike the majority of state school finance cases that are filed in
state courts. The New York and Pennsylvania cases are unique because plaintiffs are
basing their claims on the landmark 1964 Civil Rights Act enacted by Congress to address
public housing, employment and civil accommodations discrimination.

The issues of what constitutes an adequate educational system and how it is defined

continue to be the main battleground for deciding constitutional from unconstitutional
systems. Historically, where the system has been upheld, courts have generally said
funding for a minimal basic education system was sufficient. Where it has been invali-
dated, courts have called for funding to support better quality systems.
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What consti-
tutes an
adequate
educational
system and
how it is
defined are
continuing
issues.
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State Legislative Reports }
"Ozone Transport Assessment Group: Implications for State Legislatures” March 1998
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