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Abstract

This paper examines the history of education finance in the United States from 1890 to 2003.  The data do not show a dramatic increase in the state share of education finance during the recent period of court-ordered equalization reforms, as has been suggested by the literature.  Instead the data show that state governments assumed a large amount of responsibility for supporting public schools during the Great Depression, and since that time the state share of education revenues has increased at a steady rate.  Regression analysis reveals that court-ordered reform does increase the state share of education revenue, but by at most 5%.  Using the effects estimated through regression analysis, the estimated increase in education expenditures is between 47 and 75 cents for each extra dollar provided by the state.(
Introduction

In 1971, the California Supreme Court ruled in its landmark Serrano v. Priest decision that the educational finance system then in place was unconstitutional.  Because local school districts relied heavily upon local property taxes for revenue, large disparities in property values resulted in large disparities in per-pupil spending.  In subsequent years similar rulings have followed in 23 other states, and these cases have resulted in changes to education finance across the United States.  These states and the dates of their court rulings are listed below in Table 1.  
(Table 1 about here)

Disparities in education spending have been ruled unacceptable by state courts through various arguments.  In some cases the court bases its decision upon an equal protection argument.  That is, they find that the state constitution requires equal educational opportunity so that the spending disparities in the system must be eliminated.  Often such a determination means that education is a fundamental right, and so courts can be hesitant to make such a strong declaration.  Other rulings have depended upon a standards basis.  In these decisions the court finds that the state constitution guarantees students a minimum standard of education that is not currently being met in some of the state’s school districts.  In both cases the state legislature is forced to reform their education finance system to either improve equity or to ensure that minimum standards are being met in all school districts (McUsic 1991).

The research on education finance reform typically focuses on the end result of these reforms – has court-ordered education finance reform increased or decreased average education expenditures?  This is because they are primarily concerned with determining how states seek to satisfy court mandates for more equal spending.  When a state legislature is forced to reform, it has many possible choices about how to make the needed changes.  In one of the most comprehensive studies in the area, Murray et al. (1998) conclude that states “level up.”  They supplement local property tax revenue with state funding to bring poor school districts closer to the expenditure levels of wealthier districts.  That is, state governments add money to the education finance system by allocating additional funding to the most disadvantaged school districts with the result being that average expenditures increase.  
Another possibility is that this type of court-ordered reform discourages spending in wealthy districts and that equalization is thus achieved, as Hoxby (2001) puts it, by “leveling down.”  Hoxby notes that the least expensive way to achieve equalization is by setting extremely higher taxes for those districts with the greatest level of spending, thus lowering spending in the wealthiest districts and leading to lower total expenditures on education.  In this way the system is made more equitable even if the changes do not provide extra funding for disadvantaged school districts.  Such a scheme could be an attractive solution for a reluctant state legislature that is being force by the court to implement education finance reform but does not wish to add significant resources to the education finance system.  
Alternatively, court-ordered reform could be revenue neutral, and simply involve a redistribution of education money across districts without changing overall expenditures.  The Texas “Robin Hood” redistribution plan could be thought of in this way.  In this system those districts that have the highest property values have some of their revenues recaptured by the state so that those funds can be given to the districts with the lowest property values.  With this type of a system the average expenditures may remain the same with simply a redistribution of the funds that were already part of the system.  Along these lines, Dayton (1996) falls somewhere between Murray et al. and Hoxby in noting that while through their decisions the courts exert pressure on the state legislatures, the ultimate solution must come from the legislature and not the courts.  While these education finance reform cases have raised awareness of equity issues and have been the cause of many reforms, the responses may be much more modest than reformers had hoped because they are implemented by reluctant actors.


The problem with these and similar theories is that they fail to consider the mechanisms of reform, and also fail to determine whether such reforms actually achieve reductions in inequality.  Previous literature has typically assumed that if there was an increase in expenditures, then the state governments provided a large influx of money, but there has not been a detailed study of what exactly has happened to the state role in local education finance.
The purpose of this paper is to look at the role of the state government in financing local school districts before and after court-ordered reform.  Does the role of state governments dramatically increase after court-ordered reform?  What was their role before Serrano, and has it changed after?  In order to fully understand the role of state governments in supporting education, the next section traces the origins of public education in the United States with special attention given to the role of state governments.  The third section then gives an overview of the state role in public education throughout the twentieth century.  The fourth section uses regression analysis to determine the actual impact of court-ordered reform on education finance systems.  The paper concludes with a discussion of the findings and their implications for the effects of education finance reform.

United States Education through the 19th Century


The United States system of public education originates in the Protestant New England colonies.  The Puritans placed great value upon the ability of their children to be able to read the Bible, but compliance with laws that required some level of education was often lax, so schools were still far from universal in the New England colonies (Cremin 1970).


The New England schools that did exist would on occasion receive some public support, but generally students were charged for their attendance.  Often a town would publicly endow land or a building for a school, but parents who were able to pay tuition were required to do so.  Some of the poorest students would receive public support and be allowed to attend for free (Noble 1954).  This original model of expecting most parents to pay for education and providing a free education for only the most poverty-stricken students became the norm and would be used throughout the United States for many years to come.  Over time the method of paying for town schools evolved, and in some areas parents whose children attended the local school began to be charged assessments, called rates.  Eventually a few towns even moved to supporting schools with a general property tax (Noble 1954, 128).  In some cases the middle colonies were also able to establish parochial schools, but the population of the southern colonies was generally so dispersed, as well as so opposed to providing public goods, that few, if any, were publicly provided (Meyer 1967).  

During the Revolutionary War, the expense of fighting meant that there were fewer funds to support education (Meyer 1967).  However, the ideas of the Revolution would eventually support the idea of education for all children (Goldin and Katz 2003).  If the people of the United States were going to govern themselves rather than be under the rule of a king, then they must be educated in order to perform this duty.  It is then an easy extension of this idea to say that the state should be responsible for this necessary education of its citizens (Noble 1954).  While education was not considered to be the job of the federal government, many of the new state constitutions did address the subject, and these mentions of education suggested the hope that education would become important in the new country.  


Once communities became more involved in funding public education, they employed several different mechanisms for raising revenue.  In general, though, they did not draw upon a property tax.  Instead, states allowed local governments to use special sources, such as licenses, taxes on liquor and billiard halls, and even lotteries.  Some states tried to create permanent school funds, but these were often mismanaged and rarely raised enough money to be of any use.  Seldom did a local community have a general tax to support public education (Meyer 1967 and Noble 1954).  


These small efforts at funding public schools continued for a few decades, but the nation was preparing to turn its sentiment in favor of public education into action.  In previous years while the colonial or state governments may have given aid to help or promote education, they never actually accepted the responsibility for public education (Hazlett 1971).  The United States then experienced an extraordinary transformation from 1830 to 1860.  Thanks to trains, steamboats, and telegraphs, the infrastructure of the country was dramatically improved.  The nation also grew in size due to immigration, and the country’s population continued to move west.  All of these changes meant that commerce and trade were able to expand tremendously.  (Meyer 1967, Noble 1954).  

This transformation brought about another new feature for the country – a large middle class.  This group of citizens quickly realized that education was necessary for success in modern America.  They were willing to work to ensure that an education would be provided to all children, whether poor, wealthy, or even somewhere in-between, and their efforts came to be known as the Common School Movement (Meyer 1967 and Noble 1954).     

In many cases changes in the funding of public schools came about thanks to the work of a few dedicated individuals.  As was often the case, Massachusetts was once again a leader in education, thanks primarily to the dedicated labor of two men, James G. Carter and Horace Mann (Noble 1954).  As men like these continued their fight for public education, change did happen as the country more and more saw the value of education.  Eventually general taxes were established, and they typically came about in the following sequence:

(1) Permission granted to communities so desiring to organize a school taxing district, and to tax for school support the property of those consenting and residing therein.  (2) General taxation of all property in the taxing district permitted by vote, regardless of individual consent.  (3) State aid to taxing districts, from the income from permanent school funds or from the proceeds of a small state tax or appropriation.  (4) Compulsory local taxation to supplement the state aid received.  (5) Often township or county taxation added, to supplement state and district sources.  (E. P. Cubberly, as quoted by Noble 1954, 186)

The major cities were the leaders in establishing a system of schools.  They had the wealth and ability to institute property taxes to support public education, and over time the state government gave aid to encourage these efforts (Hazlett 1971).

State aid thus became a major component of education finance during the Common School Movement.  State aid was often used as an incentive to encourage local communities to establish public schools.  As the states became more involved in financing the schools, they also gained more control over the system of education.  State government sought to ensure that its money was being spent wisely, and state superintendents were given the power of supervision (Meyer 1967).  It was also typical for states to mandate a local tax in order to be eligible to receive state aid, as well as for the state governments to require a certain minimum quality of education (Hazlett 1971).  It should be noted that the South lagged behind the rest of the country in these developments, mainly because of their strong conservative beliefs, as well as a fear of educating slaves (Meyer 1967).  


After the Civil War, the demand for education continued to increase, and the system of public education continued to grow (Meyer 1967).  Public high schools became increasingly common.  While the quality of schools was often low, they were universal enough to produce a fairly literate citizenry, especially in the North and West (Noble 1954).  Thus by the end of the 19th Century, education in the United States had made great advances, and the country was now prepared to carry this momentum forward into the next chapter of educational progress.

The High School Movement and Beyond

The turn of the 20th Century witnessed rapid growth in public education.  The High School Movement was especially key in the growth of education during the early 1900s, and it became particularly strong after World War I.  The High School Movement was a push for the establishment of high schools throughout the country so that all students would have the opportunity to receive a secondary education.  The demand was similarly based on a realization of the importance and value of a high school degree in a society that was rapidly becoming more industrialized and commercialized (Goldin and Katz 2000).  High school degrees meant an opportunity for real advancement in the obtainment of a white-collar job.  The economy was now rewarding a knowledge of basic science, and businesses were interested in hiring workers with strong clerical abilities.  As communities wanted to build high schools in response to these dramatic changes, there was of course a need for increases in education funding.  Once again, while state aid was not a primary source of funding, it did often serve as an incentive for communities to establish high schools (Goldin 2001, Goldin and Katz 2003).

Unfortunately, for most of American history only historical assessments of education finance are available without any systematic data.  Beginning in 1890, data become readily available courtesy of the United States Office of Education in the Department of the Interior (Mort 1933).  The data sources on education revenues which generated the figures below are explained in the Appendix.  The missing years of data were interpolated.  While it would perhaps be preferable to have data on expenditures, revenues and expenditures for education are so tied together that these data provide the same picture of the role of the state government in education finance.

Because the scale of spending in education finance has changed so dramatically over the years being studied, it is helpful to look at the graphs of education spending over short time spans in order to see more detail (the data in these figures are stacked).  Figure 1 displays the real revenues for public education by source from 1890 to 1945.  The years from 1890 to 1930 combine federal and state revenues, but federal revenues were so small during this time that their effect is negligible (see the Appendix for more information).  Figure 1 shows a steady increase in local revenues until about 1920, with state revenues remaining fairly constant.  Because local revenues increased between 1890 and 1920 while state revenues did not keep pace, the state share of education revenues actually decreased from about 24 percent to about 17 percent during that time.  Between 1920 and 1930 there is then a large increase in both local and state revenues so that the level of education revenues increased dramatically while the shares from the two sources remained almost unchanged.  This increase in spending during the 1920s matches with the new importance of education after World War I and the investments made during the High School Movement, but again the state share of education revenues remained fairly constant at just below 17 percent.  

(Figure 1 about here)

The next significant change came with the Great Depression in the 1930s.  Up until this time, the local revenues that were paying for most of public education were derived primarily from property taxes.  Once the Great Depression hit the United States, property values fell and defaults on property taxes increased, so that local governments faced a declining source of revenue.  These taxes also often fell upon the people who were least able to pay them, such as farmers.  Thus those who were advocates for more state involvement in education finance were able to significantly increase the state’s share of revenues during the 1930s in order to alleviate the burden of local property taxes (Johns 1969).  During this time total education revenues did not change by much, but the shares from state and local governments did.  In 1930 the state share of education revenue was just below 17 percent, but by 1940 it had increased to just over 30 percent, and by 1945 it had reached about 34 percent.

Figure 2 displays real revenues for public education by source from 1945 to 1970.  The pattern that emerges here is a steady increase in all sources of education revenue over these years.  The federal government’s role in education finance increased, but it still composed a small share of total revenues.  In 1945 the state share of education revenues was at about 34 percent, and in 1970 it had grown to almost 40 percent.  Thus the overall change in the allocation of education revenues from state and local governments in the 25 years from 1945 to 1970 was just 6 percent, compared with the 13 percent change in the decade of the 1930s.

(Figure 2 about here)


Figure 3 shows the real revenues for public education by source from 1970 to 2003.  This graph highlights the data from the time period of court-ordered education finance reform, which began with the Serrano case in 1971.  If, as implied by the research on education finance reform, the state share of spending on education spending has increased as a result of these court cases, then Figure 3 should show a dramatic increase in the state share of revenues.  However, the pattern that emerges from the graph is that all revenue sources continued to increase while shares remained fairly constant.  In fact, in the 33 years from 1970 to 2003, the period in which 23 states became subject to court-ordered equalization mandates, the state share of education revenues went from just under 40 percent to about 49 percent.  Figure 4 shows the actual share of education revenue by source from 1970 to 2003, and it reveals that most of the increase in state share happened during the 1970s, which was before most of the court cases had even been decided (Table 5 in the Appendix shows the dates of the court rulings).  By about 1980, the shares had reached a level that remained fairly constant, except perhaps for another slight increase in the late 1990s.

(Figures 3 and 4 about here)


Thus these data show that while at the beginning of the 20th Century local governments certainly held the primary responsibility for education finance, this responsibility has gradually shifted so that it is now almost equally shared by state and local governments.  The most significant increase in the involvement of state governments came as a result of the Great Depression.  Since that time, all education revenues have increased dramatically, but the actual share of state governments has increased only gradually.  The next section explores what actually happened to the state share of education finance in those states which experienced court-ordered equalization reform.   

After Serrano
Previous research on education finance reform typically suggests that court-ordered equalization requires state governments to become much more involved in supporting public education.  For example, Murray et al. (1998) assert that “the distribution of revenues changed substantially over [the time period 1972-1992]” (798).  They indicate that the state share of education spending, as opposed to the local district share, rose very quickly during the years of their study.  These assertions match with their findings that court-mandated reform improves equity in education expenditures within a state and also increases education expenditures.  The implication is that the state governments who have implemented education finance reforms have increased the share of the state contribution to education in order to make spending more equitable.  

Theobald and Picus (1991) also argue that each state with court-ordered reform has had “... a substantial increase in the state’s role in funding public schools” (4).  In their study on the impact of reform on education funding, Manwaring and Sheffrin (1997) note that, “One of the general tenets of the reform movement was to transfer more of the funding responsibility to the state level” (108).  Wood and Theobald (2003) consider how political leanings influence a state’s tendency to work toward education finance equity, and they also assert that with court-ordered reform there follows “... a larger state allocation to local school districts” (723).  Fernández and Rogerson (1998) use a general equilibrium model to study the impact of moving from a locally financed education system to an entirely state-financed system, and again the authors state that with court-ordered reform, the government works to “... increase the role of the state and decrease that of local provision” (813).  Thus while all of these authors are considering different aspects of education finance reform, they are base their arguments on the assumption that reform means the state government will play a larger role in financing public education.

At this point it is useful to examine the revenue data for individual states during the recent period of court-ordered education finance reform.  Figure 5 shows graphs for several states of the percent of education revenues from the state government for each five-year panel from 1972 to 2002.  The solid lines represent the percent of revenue for the state government for the particular state, and the dotted lines represent the state government percentage of education revenue for the United States as a whole.  The first group includes those states that experienced court-ordered education finance reform, with the year of reform indicated by a dark vertical line.  The second group includes those states that have experienced reform lawsuits where the court decided to uphold the current system of finance, with the years of those court cases are again indicated by vertical lines.  The third group represents those states that have not had significant education reform litigation.

(Figure 5 about here)


Based upon the data plotted in Figure 5, court-ordered finance reform does appear to increase the percent of education revenue coming from the state government, especially immediately after reform.  In many of these states, however, the state share of revenue appears to decrease slightly after the initial increase from reform.  The pattern is not as clear in those states that have had their education finance systems upheld or have not had reform at all; these states have a state share of revenue that goes up and down or even remains fairly constant over time.


In order to more vigorously test the hypothesis that court-ordered reforms lead to larger state shares, we need to estimate a regression model of the following form:
Sit = Ditα + Xitβ + μi + ηt + εit
where i stands for each state, t is for each panel year, Sit is the share of education revenue coming from the state government, Dit is an indicator variable representing court-ordered reform (explained further below), Xit is a vector of explanatory variables, μi is state fixed effects, ηt is year fixed effects, and εit is a random error term.  Following the work of Murray et al. (1998), the regression includes the indicator variable Reform, which takes on the value of 1 for each year after court-ordered reform occurs within a state, and 0 otherwise, and this is the Dit term.
  The data are in panels of five-year intervals, from 1972 to 2002.  Other explanatory variables are a measure of citizen ideology produced by Berry et al. (1998, 2004) for each state in each year, real per capita income (in thousands of dollars), the proportion of the state’s population between ages 5 to 17, and the proportion of the population that is age 65 and over.  Lower values for citizen ideology indicate a more conservative state.  A measure of the state’s income inequality, the Gini coefficient, is also included to control for the degree of inequality already present within the state.  There is also an indicator variable for those states that under Section 5 of the 1965 Voting Rights Act must obtain preclearance before any changes in their voting regulations with the idea that these states may have been more sensitive to inequality in education finance because of federal supervision.  Results are sensitive to model specification, so there are two regressions shown in Table 2 – one with state and year fixed effects, and one with year dummies only.  

(Table 2 about here)

In both regression models there is evidence that court-ordered reform increases the state share of education revenues.  In the regression with state and year fixed effects the coefficient indicates that a state with court-ordered reform has a state share of revenues that is about 2.6% higher than a state without reform.  The regression with year effects only indicates that a state with court-ordered reform has a state share of revenues that is about 5.1% higher.  In either case, the empirical evidence shows that court-ordered reform does increase the state share of education revenue, but not to the dramatic extent that is suggested in the literature.  In 2002 the average state share of education revenue for states without court-ordered reform was 48.7%.  Compared to this already large percentage of education revenue coming from state governments, the best case of 5% is not such a large increase in revenue share after reform.


The next step in understanding the effects of court-ordered reform is to consider the impact on inequality and expenditures.  The above regressions establish that court-ordered reform leads to a larger state share of education revenues.  Does this change actually result in lower levels of cross-district inequality?  The following regressions help to complete the picture of the impact of reform.  Murray et al. (1998) weight the expenditures by student enrollment in each school district and calculate the Gini coefficient as a measure of inequality across school districts for each state in their sample.  The specifications shown in Table 3 are the same as those used above for the regressions on the state share of education revenues, but now the independent variable is the Gini coefficient for the level of across-district inequality within each state.  Again two models are presented, one with state and year fixed effects, and one with just year dummies.
(Table 3 about here)

While the importance of the various explanatory variables, as well as the fit of the model, are sensitive to the specification, in both regressions the coefficient of Reform is significant and negative.  That is, those states that have had court-ordered reform have lower Gini coefficients than those states that have not.  Therefore there is empirical evidence supporting the hypothesis that court-ordered education finance reform reduces inequality in a state’s education finance system.

Table 4 reports regression results with real (1992 dollars) per-pupil education expenditures as the dependent variable and the same explanatory variables as above.  Again the results are sensitive to the inclusion of state fixed effects, but in this case the coefficient of Reform is not as robust.  While the coefficient is positive in both specifications, it is only significant when state effects are included.  So while there are some concerns about the sensitivity of the specifications, there is still some evidence to indicate that court-ordered education finance reform has a positive impact on the level of education expenditures within a state.
(Table 4 about here)


It is also important to consider the magnitude of these effects.  In 2002, the average Gini coefficient of public school expenditures for those states that have not had court-ordered reform was 0.06443.  Assuming the highest possible impact of Reform from the above regressions, the impact of court-ordered reform in these states would be to reduce the Gini coefficient by 0.0114, or by about 18%.  Even using the lower value of a decrease in the Gini coefficient of 0.00543 would represent a decrease of about 8.4%.  The average per-pupil expenditures for those states that had not had court-ordered reform in 2002 was $6307 (in 1992 dollars).  Assuming the highest possible impact of Reform in this case leads to an increase in expenditures of about $199, or by about 3.2%.  These percentages indicate that even if the impact of court-ordered reform is to decrease inequality and increase expenditures, there is a much greater influence upon the level of inequality than upon per-pupil revenues or expenditures.


To fully understand the impact of greater state share in response to court-ordered equalization, we next need to correlate the results of the state share equations with those of the per-pupil expenditures equations.  In 2002 the average state share of education revenues in those states that had not had court-ordered reform was 48.7% and average expenditures were $6307.  Table 5 shows the shares and levels of funding from the state government as well as the combined figures for the local and federal governments.  It also shows how these figures change given a 5.1% or 2.6% increase in state share and a holding constant the total increase in education expenditures at $199.
(Table 5 about here)


What this table illustrates is that if total expenditures increase by $199, and state share increases by 5.1%, then the amount of funding from the state is increases by $422, while the combined local and federal amount of funding decreases by $223.  On the whole, though, education spending is increased by about 47 cents for each dollar added by the state government.  Alternatively, if the state share increases by 2.6%, education spending increases by about 75 cents for each dollar added by the state government.


What is apparently happening in the states with reform is that local levels of revenue are decreasing in response to the increase in revenue from the state, as economic theory would predict, but not by an amount that is equal to the increase in revenue from the state.  This phenomenon is known in the public finance literature as the “flypaper effect” (Hines and Thaler, 1995).  When a state or local jurisdiction receives a lump-sum grant from higher level of government, economic theory says that the grant ought to be treated as an increase in income, and so public spending would be expected increase by anywhere from about 5 to 10 cents per dollar.  What is observed, however, is that spending increases by a much larger percentage, anywhere from 25 cents to almost a dollar.  Thus the money “sticks where it hits,” as Table 5 demonstrates.

In sum, after court-ordered reform, the state share of education revenue does increase, the level of inequality within a state decreases, and there is some increase in per-pupil expenditures.  Given the effects estimated through regression analysis, the increase in education revenue from state governments is offset to some degree by a decrease in local and federal revenues.
  However, the return to the increase from the state governments is somewhere on the order of 47 to 75 cents on the dollar, which still leads to an overall increase in education expenditures.
Conclusion
This paper has shown that when public education began in the United States, it was universally considered to be the responsibility of local governments to support schools, perhaps with some small aid from state governments.  It was then the Great Depression that served as the catalyst for state governments to bear a large burden of education costs.  From 1930 to 1945 alone, the state share of education revenues doubled from about 17 percent to 34 percent.  But from 1945 to 2003, the state share of education increased from 34 percent to about 49 percent, a change of only 15 percent.  Thus since World War II there has been an increasing role for states in supporting public education, but it has been a gradual change.  Looking at the time of education finance reform from 1970 to the present also does not reveal a significant change like the one seen during the Great Depression.  Instead we see the same gradual increase in the state share of education revenues that has been taking place since 1945.  Regression analysis shows that the increase in state share has in fact been small – somewhere between 2.6 and 5.1% when states are already providing over 48% of the funds for public education.  These do represent increases in the state role, although almost certainly they are not as large as reformers have hoped.  Using the effects estimated through the above regression analysis shows that these gains represent a return of about 47 to 75 cents on the dollar for the additional money being provided by the state.
With such heavy involvement by state governments before education reforms even began to take place, it could hardly be expected that with reform they would be able to allocate much additional funding to the public schools.  In fact, when states began to increase their share of education revenues during the Great Depression, it was to alleviate the difficulty of paying local property taxes.  Thus state governments had already assumed the role of trying to ease the burden of costly local taxes and would be hard-pressed to suddenly take on more of this responsibility.  For instance, Texas had court-ordered reform in 1989, and in recent interviews with Texas state legislators and staff members, concern was expressed because of the increasing competition for state resources (Interviews, 2006).  In particular, social services spending is growing rapidly and is squeezing traditional state spending, so legislature is concerned that they are going to find it even more difficult to increase education spending in the future.
With states already supporting such a large share of education costs, it would be difficult for them to rapidly increase their education expenditures.  What they are able to do, though, is to reallocate their share of education finance in order to make expenditures within a state more equitable.  State governments have continued to gradually increase their share of the public education burden, but at the steady rate that has been seen since World War II rather than through sudden changes.  This result also fits within a larger concept about public policy discussed by Gerber et al. (2001) and Rosenberg (1991).  Gerber et al. explore the impact of California initiatives on the state’s public policy.  They find that even though the citizens may pass an initiative, if government actors are opposed to the policy, they will find ways around implementation.  With education finance reform, if legislators and governors disagree with reform, they can certainly oppose changes or dramatically slow any progress toward reform.  Rosenberg also notes that court cases are often part of an already-occurring trend within a policy area, so that such rulings are not always the great change that reformers attempt to say they are.  It certainly appears that the state government share of public education revenues could fit within this framework since the state share of education revenue has continued to increase over time, and these court cases seem to be simply reinforcing that trend without causing large independent changes.
The findings in this paper have also shown the importance of considering long-term trends when looking at the effects of policy changes.  While looking at just the period of time from 1970 to the present might indicate that state governments have substantially increased their share of the education finance burden, considering a much longer time period shows that this is not in fact the case.  Rather, the changes seen during the period of court-ordered education finance reform fit within the much longer trend of a gradual increase in the state role.  It was actually in the 1930s that state governments truly took on the responsibility of supporting public education, and they continue with this commitment today.  While state governments have reacted to court rulings such as Serrano, their response has been to reallocate their already large contribution to education finance rather than to add many more of their limited resources to the support of public schools.
Table 1

Years of State Supreme Court Rulings Ordering Education Finance Reform

	Year of Decision
	State

	1971
	California

	1972
	Kansas

	1973
	New Jersey

	1977
	Connecticut

	1978
	Washington

	1979
	West Virginia

	1980
	Wyoming

	1983
	Arkansas

	1989
	Kentucky

	1989
	Montana

	1989
	Texas

	1993
	Massachusetts

	1993
	Missouri

	1993
	New Hampshire

	1993
	Tennessee

	1994
	Arizona

	1997
	North Carolina

	1997
	Ohio

	1997
	Vermont

	1999
	Alaska

	1999
	New Mexico

	2000
	Maryland

	2005
	South Carolina
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Figure 2
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Figure 3
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Figure 4
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Figure 5 – State Government Percentage of Education Revenue

States with Court-Ordered Reform
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States with Funding System Upheld by Court
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States with No Reform Litigation
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Table 2 - The Impact of Reform on 
State Share of Education Revenue

5-Year Panels, 1972-2002

	Variable
	State and Year Fixed Effects 
	Year Fixed Effects

	Reform
	2.58 †
(1.49)
	5.09 **
(1.80)

	Ideology
	-.181**
(.0613)
	.0844
(.0581)

	Deflated Per Capita Income
(thousands)
	. 529
(.443)
	-1.97 **
(.363)

	Percent Population 
Ages 5-17
	1.18 *
(.599)
	-.791
(.664)

	Percent Population 
Over 65
	-1.06
(.803)
	-1.78 **
(.492)

	State Income Gini
	-6.39
(26.9)
	134 **
(31.4)

	Federal Intervention
	Dropped
	2.36
(2.37)

	Constant
	39.2 †
(22.4)
	76.7 **
(25.6)

	adjusted R2
	.786
	.267

	N = 322


† Significant at 0.1 level

* Significant at the 0.05 level

** Significant at the 0.01 level

Standard error below coefficients
Table 3 - The Impact of Reform on Inequality

(Gini Coefficient)

5-Year Panels, 1972-2002

	Variable
	State and Year Fixed Effects 
	Year Fixed Effects

	Reform
	-.0114 **
(.00263)
	-.00543†
(.00321)

	Ideology
	-.000210 †
(.000108)
	.00000498
(.000103)

	Deflated Per Capita Income

(thousands)
	.000115
(.000783)
	.00216 **
.000645

	Percent Population 
Ages 5-17
	.000325
(.00106)
	.00205 †
(.00118)

	Percent Population 
Over 65
	.000262
(.00142)
	.00112
(.000876)

	State Income Gini
	-.0187
(.0475)
	-.0113
(.0560)

	Federal Intervention
	Dropped
	-.00403

(.00423)

	Constant
	.0766 †

(.0396)
	-.0292
(.0456)

	adjusted R2
	.745
	.115

	N = 322


† Significant at 0.1 level

* Significant at the 0.05 level

** Significant at the 0.01 level

Standard error below coefficients
Table 4 - The Impact of Reform on Real Per-Pupil Expenditures
(1992 Dollars)

5-Year Panels, 1972-2002

	Variable
	State and Year Fixed Effects 
	Year Fixed Effects

	Reform
	199 *

(84.0)
	89.3
(93.6)

	Ideology
	-4.93
(3.46)
	18.7 **
(3.02)

	Deflated Per Capita Income

(thousands)
	192**
(25.0)
	256 **
(18.8)

	Percent Population 
Ages 5-17
	-155 **

(33.8)
	-8.64
(34.5)

	Percent Population 
Over 65
	69.9

(45.3)
	71.0 **
(25.6)

	State Income Gini
	3940 **
(1520)
	-948
(1630)

	Federal Intervention
	Dropped
	226 †

(123)

	Constant
	2660 *
(1260)
	-908

(1330)

	adjusted R2
	.948
	.849

	N = 322


† Significant at 0.1 level

* Significant at the 0.05 level

** Significant at the 0.01 level

Standard error below coefficients
Table 5 – How Reform Impacts Per-Pupil Expenditures

Average State in 2002

	
	Before Reform
	

	
	Share
	Amount
	

	State
	48.7%
	$3072
	

	Local & Federal
	51.3%
	$3235
	

	Total
	100%
	$6307
	


	
	After Reform, 5.1% State Share Increase

	
	Share
	Amount
	Change

	State
	53.7%
	$3494
	+$422

	Local & Federal
	46.3%
	$3012
	-$223

	Total
	100%
	$6506
	+$199

	
	
	
	$1 from the state leads to $0.47 increase in expenditures


	
	After Reform, 2.6% State Share Increase

	
	Share
	Amount
	Change

	State
	51.3%
	$3338
	+$266

	Local & Federal
	48.7%
	$3168
	-$67

	Total
	100%
	$6506
	+$199

	
	
	
	$1 from the state leads to $0.75 increase in expenditures
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Appendix

Data Sources
The complete citation for all of the sources listed below can be found in the references section of this paper. All data is available from the author upon request.

The data on unadjusted education revenue in the United States from 1890 to 1930 are from Mort (1933), Tables 1 and 2, and the data for all years after 1930 are taken from the Digest of Education Statistics (2005), Table 152.  The data from Mort combines state and federal revenues for education, so those figures are listed under state revenues for the years 1890 to 1930.  The deflator used is the gross domestic product price index; the deflators from 1890 to 1925 are from EH.Net, and the deflators for all years after 1925 are from the Bureau of Economic Analysis, Table 1.1.4. 
The data on the share of education revenues by source (state, local, federal) by state are take from the Digest of Education Statistics, years 1972, 1979, 1983-84, 1985-86, 1989, 1994, 1999, and 2004.  The revenue shares for 1982 were calculated by averaging the shares for 1981 and 1983 because the data was not available for 1982.

The inequality measures for the panels from 1972 to 1997 were graciously provided by the authors of Murray et al. (1998).  For the 2002 panel, the inequality measures were calculated using data from the 2002 “Census of Governments” by the U.S. Census Bureau which can be found at their website on “State and Local Government Finances” (2004).  In calculating the 2002 inequality measures, the techniques for editing and weighting data described by Murray et al. were followed, and the computation was done in Stata using a Stata Technical Bulletin for the analysis of income distributions written by Jenkins (2004).

The data on education expenditures and average daily attendance (ADA) numbers in each state were found in the “Digest of Education Statistics” by the National Center for Education Statistics (2003).  The state and local government price index that was used to deflate figures to 1992 dollars was from the “National Income and Product Accounts Tables” by the Bureau of Economic Analysis (2006).

Information on when education finance reform cases occurred in each state came primarily from the Murray et al. paper as well as the Advocacy Center for Children’s Educational Success with Standards (ACCESS) website (2006) which provides excellent information on the history of education reform in each state.  Other sources included the Education and Finance Accountability Program (2003), Hickrod et al. (1997), the National Center for Education Statistics (2003), the National School Boards Association (2004), and Vinik (1996).


The dynamic ideology measure for each state is from Berry et al. (1998, 2004).  The population figures for each state broken down by age categories is from the U.S. Census Bureau and can be found on their website under the section “Population Estimates.”  The per capita income figures are from the Bureau of Economic Analysis, and can be found on their website under the section “Annual State Personal Income” (2004).  The state income Gini coefficient is from Guetzkow et al. (2005).  The states under federal preclearance supervision were take from Ueda (2005).

Much of the data on education expenditures, average daily attendance (ADA), and the size of age cohorts was collected by Gerber et al. (2000) and was generously shared by the authors.



� Murray et al. (1998) confine their analysis to unified school districts and drop Alaska, Hawaii, Montana, and Vermont from the sample because of the unusual structure of their school district systems.  The same states are excluded from the regressions in this paper, leaving 46 states in the sample.


� Most likely this is almost entirely due to a decrease in local revenues because the federal government seems to have been unaffected by these reforms occurring in state education finance systems.
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