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ABSTRACT 

The purpose of this study is to analyze school finance through the lens of case 

law. This study is especially significant as California recently settled a class action suit 

on educational financing, Williams v. State of California. This is a particularly 

significant lawsuit because for the first time in legal history fiscal equality made way to 

fiscal equity. This case set precedence in regards to measuring the needs of the 

individual student. In contrast, previous education litigation focused on equal dollars for 

students. In this study, the guiding research question is with case law moving from fiscal 

equality to a notion of fiscal equity, have allocations for special programs changed? I 

examine education funding of special programs (also known as categorical programs) 

from fiscal years 1996-1997 and 2006-2007 to test the hypothesis. The findings suggest 

that categorical program funding increased more than expected. In order to maintain 

integrity while calculating funding projections, I account for the increase in student 

enrollment during this ten year time span and inflation. The implications of increasing 

funding for categorical programs are vast and wide. This study might some day affect 

school policies regarding resource distribution at the local site level. 
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CHAPTER I 

Introduction 

Equality vs. Equity 

With the federal mandate of No Child Left Behind (NCLB), significant burdens 

have been created on school districts, their staff members, and students. While some 

schools have met the NCLB statewide performance target of 800 on the Academic 

Performance Index (API), other schools are faced with two options. Option one, schools 

make considerable gains in standardized test scores (improve API) and maintain control 

of their facilities. Option two, schools fall short of the NCLB requirements (falter on 

required API growth) and become taken over by the state. The API is a numeric index 

(or scale) ranging from a low of 200 to a high of 1000. Each school district is responsible 

for ensuring that each of their schools has an API score of 800 or higher. 

Schools with an API under 800 are slated to increase their API by 5 percent of the 

difference between their Base API and the statewide performance target of 800. For 

schools with an API of 800 or more, they must maintain an API of at least 800 in order to 

meet its growth target (http://www.cde.ca.gov, March 15, 2007). API scores are a 

fundamental component of the Public Schools Accountability Act (PSAA). Signed into 

law by Governor Davis in April 1999, the PSAA is a collection of related programs 

designed to evaluate the quality and improvement of public schools (EdSource, 1997). In 

accordance with the PSAA, California school districts hold fast to their schools' API 

http://www.cde.ca.gov
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scores and attempt to claw their way to the perfection. 

Administered to all students in California, the standardized tests used to measure 

API are models of competitive success because schools are publicly ranked. This system 

of success permits all students an equal chance to seek victory at the onset of one's 

educational career. Beyond the equal starting point, opportunities and advantages are no 

longer redistributed to those with fewer opportunities and advantages. The success of 

some means the failure of others (Hochschild & Scovronick, 2003). This system 

provides for winners at the expense of losers. With possibly instinctual attempts to better 

oneself and the lives of one's children, some parents ensure the best learning possibilities. 

School with tracks might experience that an elevated percentage of the high end track 

students come from families of high wealth. Subsequently, low end tracks are filled with 

students from low wealth families (Temple, 2006). 

The second type of success, absolute success, is a system whereby each student 

reaches some level of well-being higher than where he or she started (Hochschild & 

Scovronick, 2003). The main goal is to teach all students basic skills they need to live 

satisfactory adult lives - literacy and numeric, the ability to find and use information, the 

ability to plan and discipline oneself, and the pleasure of exercising one's mind. For each 

person to attain their own person success, careful attention must be paid to each 

individual. In this model, assessment is used to inform teaching and learning, not to rank 

students or schools (Itkonen & Jahnukainen, 2007). 
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The third type of success, relative success, is a system that leads to success 

beyond that of ones' parents (Hochschild & Scovronick, 2003). This system is 

egalitarian because all students have the advantage of their parents' life experiences. 

Most Americans assume their children will outperform them in life (Hochschild & 

Scovronick, 2003). While this model provides a higher level of success for each 

successive generation, this model of success is inherently disadvantageous for students 

who come from low wealth beginnings. The disadvantage is noticeable when comparing 

individual standardized test scores. Whereas their high wealth counterparts might attain 

lofty educational outcomes just beyond that of their parents, low wealth students are 

relegated to a lower status because of their parent's initial educational rank (Temple, 

2006). 

While it may be argued that each system of success has positive and negative 

affects on the individual student, this study relies on the reader's awareness of such 

systems of success. Competitive success, absolute success, and relative success are all 

actively utilized in California's educational culture to some degree. The main system of 

promoting and judging success in California education is the competitive success system. 

The purpose of this study is to analyze school finance through the lens of case 

law. This study is especially significant as California recently settled a class action suit 

on educational financing, Williams v. State of California. This is a particularly 

significant lawsuit because for the first time in legal history fiscal equality made way to 

fiscal equity. This case set precedence in regards to measuring the needs of the 
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individual. In contrast, previous California education litigation focused on equal dollars 

for all students. 

In this study, the guiding research question is as follows: With case law moving 

from fiscal equality to a notion of fiscal equity, have allocations for special programs 

changed? For the purpose of this study, specialized programs include the following: 

English Language Learners (ELL), special education, instructional materials and books 

budget, and duration of school year. Although this research is important in understanding 

the evolution of school finance case law, the study has several limitations. First, the 

fiscal comparison was conducted for only 2 time periods with a 10 year time span. 

Second, I did not have an independent reader code the court rulings for inter-rater 

reliability. Third, the fiscal analysis included both state and federal allocations together. 

Fourth, it was beyond the scope of this research to analyze district and school level 

budgets, which may have shown variation in how funds are distributed across different 

geographical and socio-economical areas. Finally, no causal relationship can be draw 

from the data. 

The organization of the thesis is as follows. In Chapter 2, I review the relevant 

case law and discuss the evolution of school finance arguments. In Chapter 3, I explain 

the methods by which data was collected and synthesized. In Chapter 4, I compare 

education finances in California from two different time periods to test the hypothesis 

that finance has evolved from the fiscal equality to fiscal equity. In Chapter 5, I present 

concluding thoughts. 



CHAPTER 2 

Conceptual Framework 

California School Finance 

According to Selected Readings on California School Finance, authored by 

EdSource (1997), school districts in California receive funding from five sources. The 

following financial information pertains to the school year 1999-2000: state sources 60%, 

property taxes 23%, federal government 10%, local miscellaneous sources 5%, and 

California State Lottery 2%. Table 2.1 depicts these percentages. 

Table 2.1 

Sources of Revenue for K-12 Education during the 1996-1997 School Year 
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As seen in Table 2.1, the State of California is the major source of funding for 

public schools. Following the great public support and passing of Proposition 13, 

California education finance became controlled by the state government. Previous to the 

passing of Proposition 13, local school districts collected tax revenue at the will of the 

local school board. The school board determined the tax rate. Subsequently, the school 

board was responsible for the level of funding for local schools. 

According to the EdSource website (http://www.edsource.org/), the current 

California education funding scheme begins with local property taxes. If a school district 

generates enough revenue through local property taxes to meet the California's 

prescribed Base Revenue Limit, then the school district will not be granted financial 

assistance from the state government; however, the school district will continue to 

receive Basic Aid. The amount of Basic Aid is $120 per student who makes up the 

Average Daily Attendance (ADA) or $2,400 per school district, whichever is greater. 

The Basic Aid amount is the minimum that is guaranteed to all public schools because of 

Free and Appropriate Public Education (FAPE) as stated in the state constitution. 

(http://www.edsource.org, April 1, 2007). 

Case Law Review 

Serrano v. Priest 

The movement to provide all students with an equal opportunity to succeed in 

public education was initiated by the Brown v. Board of Education of Topeka lawsuit in 

http://www.edsource.org/
http://www.edsource.org
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1954. Students attending public schools in Topeka, Kansas were segregated based on 

their race. Students of European decent attended different schools than students of 

African decent. The extent of control included unequal distribution of dollars for 

students. Therefore, students received unequal access to education and the Supreme 

Court ruled in this case that separate was not equal. 

The movement to provide all students with an equal opportunity to succeed was 

furthered during the 1960's and 1970's. California education experienced a decision of 

similar intent and magnitude during Serrano v. Priest (1971). In Serrano, the plaintiffs 

sought equal funding for all students in California. Previous to the ruling in this case, the 

main source of revenue for school districts came from local property taxes. 

Approximately two-thirds of a school districts funding was generated by local taxes prior 

to 1972 (Townley, Schmeider-Ramirez & Wehmeyer, 2005). Since taxes for school 

districts were derived from local property owners, students were directly affected by tax 

rates levied by local boards of education and the local property values. 

High wealth communities could generate financial fortitude through low tax rates 

on high property values. Low wealth communities could only generate large sums of 

revenue through pushing high tax rates to compensate for low property values. 

Therefore, the funding mechanism based on local property taxes worked against 

communities of low wealth - these communities continuously generated less revenue and 

thereby had less to spend per pupil (Powers, 2004). Serrano was an effort to balance 

school funding equally amongst all students in California. Attorneys for Serrano fought 
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to ensure that school districts would receive a basic amount of funding for each student 

regardless of local property taxes (Powers, 2004). They argued that the educational 

system in California violated the California State Constitution and Constitution of the 

United States of America. 

In the California State Constitution, education is provided as a basic right to all 

citizens (Baarstad, 2006). Despite the fact that the California State Constitution was 

written with intent to grant to all students a free and appropriate education as a basic 

right, the quality of education varied between school districts of high wealth and low 

wealth. The variance in quality of education was a direct result of California's funding 

mechanism that was based upon local property taxes. The attorneys argued that the 

educational system in California also violated the Constitution of the United States of 

America. Because the Fourteenth Amendment contains a portion call the Equal 

Protection Clause, they claimed that students' rights to education were improperly 

protected and represented by California laws regarding education finance. This part of 

the Constitution states that "no state shall... deny to any person within its jurisdiction the 

equal protection of the laws." Because not all students received equal educational 

benefit, the phrase "all men are created equal" was at stake. 

Plaintiffs involved in Serrano provided three initial possible solutions to the 

system of unequal funding: Educational need, equality of outcomes, and fiscal neutrality 

(Powers, 2004). The educational need proposition meant that school financial systems 

would be evaluated based upon how they met the individual needs of students. The 
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equality of outcomes proposition intended for schools to be held responsible for 

providing equal student results, not merely equal spending/funding. Finally, the fiscal 

neutrality proposition held that school districts with the same tax rates should spend the 

same amount of money on students despite any other factors. 

In regards to pursuing the educational need option; the Serrano lawyers took note 

of Mclnnis v. Shapiro (1968). Mclnnis was argued on behalf of students attending public 

schools in Illinois. The intent of this case was to alter the Illinois educational finance 

system by providing a system of educational need; students would receive funding based 

upon their individual needs. Students with disabilities were targeted as being high-need 

students. These students would require funding above and beyond the average student 

allotment. Thus, the Mclnnis lawsuit specifically sought increasing expenditures for 

students with extra needs. In the end, this case was rejected by United States District 

Court for the Northern District of Illinois, Eastern Division. Despite sighting the Equal 

Protection Clause of the Fourteenth Amendment (http://law.lexisnexis.comA April 8, 

2007), the clause in the Constitution of the United States of America that grants each 

citizens of the country equal protection from unlawful persecution, the federal courts 

ruled against the Mclnnis plaintiffs affirming that states were not required to spend 

financial resources above and beyond the financial resources allocated to the average 

student. The idea of holding school financial systems accountable for individual student 

outcomes established precedence for later litigation. 

Educational need, one of the three possible solutions considered by the plaintiffs 

http://law.lexisnexis.comA
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in Serrano, was rejected in the Mclnnis case. Therefore, the lawyers for Serrano turned 

their attention on one of the two remaining possible solutions; equality of outcomes and 

fiscal neutrality. They framed their argument around fiscal neutrality for public school 

students. The California Supreme Court decided the case in favor of the plaintiff. "In 

upholding the Serrano decision, the California Supreme Court held that the state tax 

system violated the right of students to receive an equal education" (Townley, 

Schmeider-Ramirez & Wehmeyer, 2005, p. 19). Because some low wealth school 

districts generated less than the state average in revenue through local property taxes, The 

Court ruled that the California financing system denied poor students equal protection of 

the laws (Hochschild & Scovronick, 2003). The Court was in favor of fiscal neutrality as 

a viable educational finance system. Serrano was followed by cases in 35 other states 

that claimed educational funding based on local property taxes was unconstitutional. Out 

of the 35 cases, 16 upheld the challenge (Townley et al., 2005). 

California began to experience overhaul in educational finance. In 1972, Senate 

Bill 90 was enacted to ensure equal funding of all students through the Base Revenue 

Limit (BRL), a set amount that school districts would receive for each student. In general 

the BRL increases each year based on inflation (http://www.sscal.com/histrvlm.htm. May 

6, 2007). Because progress towards fiscal equality was moving too slowly, Assembly 

Bill 65 was introduced in 1977. This bill was an attempt to expedite the overall goal of 

equalizing the funding gap between students. High-wealth school districts received a 

lower inflation factor than low-wealth school districts. The differential of annual 

inflation was created to balance the funding disparity quickly. High-wealth school 

http://www.sscal.com/histrvlm.htm
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districts felt a squeeze. Low-wealth school districts received the normal increase in 

inflation as well as specialized funding offered by the state to reach financial equality. 

By 1997 approximately 80% of California's students were within an acceptable range 

($324) of the state average spending per student (Townley, et al., 2005). 

Despite the intentions of the Serrano case in California, the decision was more or 

less ineffective because of popular tax cutting trends. Proposition 13 was established in 

1978 as a result of high property tax rates. Although the local property tax revenue was a 

primary funding source of California schools prior to 1978, homeowners in California 

sought refuge from the ever-increasing taxes they were paying as a direct result of huge 

jumps in home values. Homeowners were more in favor of passing the proposition that 

would put in place a meager 1% property tax. Because of the minimal revenue generated 

by local property taxes, California education instantly became controlled by the state 

government and economy. Proposition 13 effectively removed the ability to exert 

substantial control over revenues away from local school districts. 

San Antonio v. Rodriguez 

Another major case regarding educational finance, San Antonio v. Rodriguez, was 

heard by United States District Court for the Western District of Texas, San Antonio 

Division in 1969 and by the Supreme Court of the United States in 1972. The plaintiffs 

based the case on the idea that a high quality of education, not merely basic schooling, 

was a constitutional right (Sracic, 2006). Similar to Serrano, this case was intended to 

expose and alter the method of funding education. The case was a class action lawsuit 
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filed on behalf of certain Texas school children of low wealth. The plaintiffs argued that 

the system of funding based on local property taxation was unfair. Approximately half of 

Texan school districts' funds were provided through state money. Nearly all of the 

remainder was generated through local property taxes. 

The more affluent school districts received greater funding due to expensive local 

property values. Significant differences in per-pupil expenditures existed as a result of 

differences in the property values between school districts. In regards to the system of 

educational finance in Texas, the San Antonio attorneys also referred to the Equal 

Protection Clause in The Fourteenth Amendment (http://www.spotlightworld.com, 

January 8, 2007). While being heard at The District Court in 1969, "the three-judge 

District Court held that the Texas school financing system discriminated on the basis of 

wealth and was unconstitutional under the equal protection clause, ruling that (1) wealth 

was a suspect classification, and education was a fundamental interest, thus requiring the 

state to show, under the strict judicial scrutiny test, a compelling state interest for its 

system, which the state had failed to do, and (2) in any event, the state had failed to 

establish even a reasonable basis for its system" (http://law.lexisnexis.com/, April 8, 

2007). 

Although the District Court ruled in favor of the students in San Antonio, the case 

was appealed to the United States Supreme Court in 1972. Among other reasons, the 

five-judge panel ruled against the students stating, "under the traditional equal protection 

test, the Texas financing system, despite its conceded imperfections, rationally furthered 

http://law.lexisnexis.com/
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a legitimate state purpose, and thus did not violate the equal protection clause, since the 

system, by its provision for state contributions to each district, assured a basic education 

for every child, while permitting and encouraging vital local participation and control of 

schools through district taxation, and since the system, which was similar to systems 

employed in virtually every other state, was not the product of purposeful discrimination 

against any class, but instead was a responsible attempt to arrive at practical and 

workable solutions to educational problems" (http://law.lexisnexis.com/, April 8, 2007). 

Overall, the school districts were seen as providing adequate access to education for all 

students. The system did not impinge on constitutional rights or liberties; there was no 

evidence found that shows intent to discriminate. 

Williams v. State of California 

In response to varying conditions between schools in California, Williams v. State 

of California was filed in 2000 by the American Civil Liberties Union (ACLU). The 

ACLU charged California with responsibility for substandard conditions in its urban 

schools. The ACLU based its suit on a five-month study of education in California. This 

case was an effort to reframe the issue of school financing around the conditions of 

access to educational resources rather than funding and implications of state assessments 

in accordance to PSAA (Powers, 2004). "By focusing attention on the conditions of 

learning, the plaintiffs in the Williams case argued that, given the extreme educational 

inequalities evident across the state's schools, these sorting practices deny the 

predominantly low-income and minority students attending under-resourced schools the 

educational opportunities that are not only guaranteed by the California State 

http://law.lexisnexis.com/
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Constitution but also widely understood as the gateway to educational and occupational 

advancement" (Powers, 2004, p. 771). The plaintiffs in this case sought to bring attention 

to the three critical components of educational finance and access to resources: qualified 

teachers, adequate facilities, and adequate supplies and textbooks. 

First, school districts employ teachers; however, the quality of teachers varies 

greatly between school districts of low-wealth and high-wealth. In an in-depth study of 

the efficacy of the Williams lawsuit conducted by Jeanne Powers (2004), she examined 

the quality of teachers based on data obtained from the California Basic Educational Data 

System (CBEDS) Professional Assignment Information Form after reviewing some 

322,020 teachers in California. Powers (2004) used two types of teacher certification as 

well as teacher experience and education level as being identifiers of teacher quality. The 

first type of certification, fully credentialed, is attained when a teacher completes a 

preparation program and holds a preliminary, clear professional, or life credential. The 

second type of certification, emergency credentialed, is attained when a teacher is not 

qualified for a full credential but has a passing score on the California Basic Educational 

Skills Test (CBEST), bachelor's degree, and 10 semesters of college coursework in any 

four of the following areas - languages studies, literature, history, math, science, 

humanities, art, physical education, and human development (Powers, 2004). In regards 

to teacher experience, Powers (2004) gathered data on the average number of years that 

teachers had been instructing students. To study teacher education, she gathered data 

regarding the percentage of teachers with a master's degree or higher and teachers with 

less than a master's degree. 
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Second, the issue of school facilities was addressed, especially overcrowding. 

Powers (2004) used multiple-track calendars as a sign of an overcrowded school facility, 

relating to inadequate school facilities as sited in the Williams lawsuit. Multiple-track 

school calendars enable school districts to serve a larger population of students. Schools 

may look normal in population during any given day of the year; however; schools serve 

33%) to 50% more students on a multiple-track schedule rather than a traditional schedule 

(Powers, 2004). 

Third, Williams addressed the issue of per-pupil expenditures on textbooks and 

school materials. Powers (2004) took the total money spent on textbooks by school 

districts and divided that sum by the total number of students. She hypothesized that the 

districts that spent more money per student were more likely to have newer textbooks and 

more adequate school supplies readily available for the students. Finally, the ratio of 

students to teacher was an issue at hand. Powers divided the total number of students 

attending the school site by the number of teachers who taught at the school site. 

From the empirical test of the Williams lawsuit, conducted by Powers (2004), the 

results clearly indicate that teacher certification is significant to student achievement. As 

the percentage of teachers holding an emergency credential or both a regular credential 

and an emergency credential increases, API scores decrease. School districts with less 

fully credentialed teachers lead to lower scores on state mandated standardized tests. 

Similarly, as the average years of teaching experience and the percentage of teachers 
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holding a master's degree rise, API scores increase. 

In regards to the overcrowding of school facilities, Powers (2004) found that 

schools with any of the three types of year-round calendars had lower API scores than 

schools with traditional calendars. Because of the month-long vacation periods at two 

points during the school year in the year-round, single-track calendar, the time frame for 

taking the SAT-9 state standardized test becomes a hindrance. If the tests were 

administered at approximately the same time for all schools, then the students attending 

year-round, single-track schools could have taken the test earlier in the their academic 

year than students attending schools following a traditional calendar (Powers, 2004). 

In regards to per-pupil expenditures on textbooks, Powers (2004) found a 

correlation between the dollars spent on textbooks and API scores, in that schools that 

spend more money on textbooks scored higher on the API in 1999. "As district spending 

on textbooks per pupil increase by $10, API scores increase by a little more than one 

point," (Powers, 2004 p.786). Similarly, she found a relationship between the money 

school districts spend per pupil on instructional salaries and API scores. In addition to 

allocating funds, ratios between students and teachers affected schools' API scores. As 

the student-teacher ratio increase, API scores decrease. 

In summary, the Williams lawsuit set precedence in terms of the perspective of 

"how" educational resources are distributed, not "how much" money is allocated. 

Powers (2004) conducted an empirical test of the Williams lawsuit. While all schools 
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need teachers, the quality of a teacher in terms of certification, education, and experience 

are linked student API scores. While school districts provide facilities for their students, 

the quality of the facility and the number of students attending the school are directly 

linked to student API scores. Whereas all students need materials and textbooks at 

schools, Powers' results indicate that school districts that spend more on materials and 

textbooks experience higher student API scores. 

Evolution from Serrano to Williams 

The evolution of finance litigation is clear to see. Serrano lawsuit sought to 

equally fund all students in California school districts. The result was equality in the 

financial sense. The Williams lawsuit sought to alter the system of unequal access to 

resources that students experience despite the Serrano ruling which granted that all 

students in California deserve equal funding. Serrano helped to establish an equal 

amount of actual spending per student; however, inequities remained (teachers, facilities, 

supplies). The Williams lawsuit initiated the next wave of litigation marked by a sense of 

equity versus fiscal equality. 

The purpose of this study is to examine state educational spending from two 

periods in time. I intend to analyze whether spending on categorical programs increased 

or decreased as a direct results of the aforementioned court cases. The categorical 

programs highlighted in this study are as follows: Special Education, instructional 

materials, year-round education, and English Learners (EL). 
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Research Question: With case law moving from fiscal equality to a notion of 

fiscal equity, have allocations for special programs changed? 

Hypothesis: The trend towards financing categorical programs will increase in 

the coming years. With current litigation, proportionately more funding will be allocated 

towards categorical programs which target equity amongst students rather than general 

funds that target equality between all students. In the case of this historical research 

paper, the categorical programs of special interest are special education, Title I, 

instructional materials budget, year-round education, and English Language. 
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CHAPTER 3 

Methods 

When conducting pure historical research, "Historians explain events in terms of 

other events," (Rury, 2006, p. 325). While causal relationships may be utilized by 

historians to explain why specific reactions occurred, it is especially significant that 

historians site events in time. Sufficient evidence of events is gathered and connections 

are made. Comparisons and differences are illuminated. Documents and other artifacts 

from the time period being studied are considered primary sources. Works written by 

historians and other scholars are considered secondary resources. Historical research 

entails an exhaustive reading of both secondary sources and primary sources (Rury, 

2006). 

Because historians study social events and draw conclusions based on previous 

social events, historical research has been labeled subjective. Logical leaps are necessary 

to infer connections and causal relationships between separate events. Scholars believe 

historical research is subjective because "It is the task of the historian to make inferences 

with the evidence at hand" (Rury, 2006, p.323). Evidence is gathered and meaning is 

constructed from documents and interviews from the time period being studied. Because 

"there is much room in history for interpretation, perhaps more than in other fields," there 

are often multiple viewpoints regarding identical historical problems (Rury, 2006, p. 

324). 
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While historical research may be considered subjective, scholars also believe 

historical research is objective (Rury, 2006). Historians may debate the merit of 

historical interpretations; however, the information or data from which historians draw 

conclusions is constant, fixed in time, and factual. Hence, evidence is the key resource 

for historical research. Credibility and authenticity are crucial to historians. Therefore, a 

plethora of data from a multitude of different sources, both primary and secondary, is 

sought after. It is then that a historian can begin to develop an explanation of past events. 

The value of any given contribution is decided by one's fellow scholars (Rury, 2006). 

For this historical research paper regarding education finance, the methods for 

data collection included reading and reviewing case law as well as obtaining gathering 

numerical data regarding student enrollment and inflation. Information regarding court 

cases was retrieved using legal research parameters from LexisNexis Academic Universe. 

Case decisions were analyzed using critical reading skills and analysis. Court cases were 

compared against each other by focusing on specific key dimensions surrounding the 

differences between fiscal equality versus fiscal equity. I compared my findings to 

scholarly articles. Information regarding student enrollment was retrieved using the 

primary source on educational finance, Ed-Source. Information regarding inflation was 

retrieved using the Consumer Price Index maintained by the United States Department of 

Labor - Bureau of Labor Statistics website. 

I gathered fiscal data and conducted a fact-based comparative analysis using 

descriptive statistics. Quantitative data regarding student enrollment and inflation rates 
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and statistics suggested patterns which I then compared to patterns identified in case law 

analysis to triangulate data. In order to test the hypothesis set forth by the case law 

analyses, I gathered fiscal data regarding the following categorical programs: Special 

Education, instructional materials, year-round education, and English Learners (EL) from 

fiscal years 1996-1997 and 2006-2007. In order to draw substantiated comparisons, I 

utilized the inflation calculator provided by the federal government and controlled for the 

increase in student enrollment. 
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CHAPTER 4 

Educational Finance Comparison 

Findings 

This chapter reports the findings of whether allocations for categorical programs 

have changed over time. First, I begin by discussing growing and shrinking student 

enrollment in California school districts. Between 1995-1996 and 2004-2005, student 

enrollment in California increased. Between 2004-2005 and 2006-2007, student 

enrollment decreased. Even when considering a loss of student enrollment during a short 

two year period, when looking at the entire time period studied, 1995-1996 to 2006-2007, 

the overall enrollment in California schools increased by 819,708 students. 

Second, I examine the increase in funding due to inflation. Third, I detail the 

exact number of dollars allocated towards selected categorical programs. Fourth, I 

discuss funding comparisons during the ten year time period between fiscal years 1996-

1997 and 2006-2007. After controlling for the increase in student enrollment during the 

ten year time period and inflation, the main finding is that actual allocations for the 

selected categorical programs increased beyond the calculated projections. 

The overall student enrollment in California had increased between 1995-1996 

and 2004-2005. As seen in the enrollment column in Table 4.1, each year the total 

number of students increased during this nine year time period. Although the overall 
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number of students enrolled in California schools had increased between 1995-1996 and 

2004-2005, the percentage rate of enrollment growth had been on the decline. From 

1995-1996 to 1996-1997, California schools experienced a 2.66% growth in student 

enrollment. During the subsequent two fiscal years, 1996-1997 to 1997-1998, there was 

a 2.03% growth in student enrollment. From 1999-2000 to 2000-2001, the growth in 

student enrollment was only 1.66%. 

As seen in Table 4.1, the growth rate of student enrollment continues to shrink. 

During the fiscal year 2004-2005, California experienced its lowest growth rate in student 

enrollment at 0.37%. During the fiscal year 2005-2006, schools in California actually 

experienced a loss of student enrollment in comparison to the previous fiscal year 

enrollment. With a loss of student enrollment, the growth rate became -0.15%) in 2005-

2006. The following fiscal year, 2006-2007, the growth rate was -0.40%. For as long as 

this current trend of negative percentage growth continues, California school districts 

should expect a continuous decrease in student enrollment. 
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Table 4.1 

California K-12 Enrollment 

1995-1996 5,467,224 NA NA 

1996-1997 5,612,965 +2.66% NA 

1997-1998 5,727,303 +2.03% -0.63 

1998-1999 5,844,111 +2.03% 0.00 

1999-2000 5,951,612 +1.83% -0.20 

2000-2001 6,050,895 +1.66% -0.17 

2001-2002 6,147,375 +1.59% -0.07 

2002-2003 6,244,732 +1.58% -0.01 

2003-2004 6,298,783 +0.86% -0.72 

2004-2005 6,322,141 +0.37% -0.49 

2005-2006 6,312,103 -0.15% -0.52 

2006-2007 6,286,952 -0.40% -0.25 

In 1988, voters approved Proposition 98 as an amendment to the California 

Constitution; Proposition 98 ensures that funding for education in California remains 

constant or increases with each new fiscal year 

(http://www.edsource.org/pub_update_prop98.cfm May 12, 2007). "The calculation of 

http://www.edsource
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the Proposition 98 minimum is based on the principle that K-14 education should receive 

at least the same amount as it did the previous year, adjusted for changes in enrollment 

and per capita personal income" (http://www.edsource.org/pub_update_prop98.cfm. May 

12, 2007). Because funding for education is tied directly to enrollment and the current 

trend in student enrollment is negative growth, categorical program funds are likely to 

have reached a plateau. The funding for categorical programs might become a fixed 

allocation amount unless altered by education policy or increase in student enrollment. 

Despite the fact that annual growth rates decrease to the point of negative growth, 

the overall difference in student enrollment between 1996-1997 and 2006-2007 was an 

increase of 12%. These two fiscal years are the two time points that I utilized in this 

study to compare differences in categorical funding. As seen in Table 4.2, California 

schools enrolled 12% more students in 2006-2007 than in 1996-1997. This 12% increase 

will be utilized to effectively measure the growth in categorical funding. Because 

enrollment growth was 12%, I hypothesized the funding growth to be 12% as well. 

Table 4.2 

California K-12 Enrollment - Total Growth between 1996-1997 and 2006-2007 

http://www.edsource.org/pub
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As seen in Table 4.3, special education, Title I, instructional materials, year-round 

education, and English Learner funding has increased during the selected time period 

1996-1997 to 2006-2007. Due to a 12% increase in student enrollment from 1996-1997 

to 2006-2007, a 12% increase in all of the five aforementioned categorical programs has 

been calculated. As seen in Table 4.3, the current fiscal year 2006-2007 funding for each 

of the five researched categorical programs has exceeded the 12% suspected increase. 

Table 4.3 

Funding of Categorical Programs (in millions) 

Projected Actual 

Categorical Programs 1996-1997 12 % growth 2006-2007 

Special Education $1,860 $2,083 $2,890 

Title I $881 $987 $1,680 

Instructional Materials $157 $176 $422 

Year-round Education Grant Program $62 $69 $88 

English Learner (EL) $18a $20 $58 

Emergency Immigrant Education funding was used in place of EL funding. Categorical 
funding for the English Learner program was not created in 1996-1997. 

Thus far, the data does not include control for inflation. When controlling for 

inflation, I utilized the Consumer Price Index (http://www.bls.gov/cpi/home.htm - May 6, 

2007). This gauge for inflation over the two time periods, 1996 and 2006, is provided by 

the United States Department of Labor - Bureau of Labor Statistics. From 1996 to 2006, 

http://www.bls.gov/cpi/liome.htm
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the value of $1.00 has become $1.28 due to inflation. As seen in Table 4.4, the current 

2006-2007 funding allocations for each categorical program exceed the anticipated 

projection amounts; despite controlling for student enrollment increase (12%) and 

inflation (1.00 to 1.28). 

Table 4.4 

Accounting for Enrollment Growth and Controlling for Inflation 

Funding (in millions) 

Inflation control 

Projected on projection Actual 

Categorical Programs 1996-1997 12% growth (1.00 to 1.28) 2006-2007 

Special Education $1,860 $2,083 $2,666 $2,890 

Title I $881 $987 $1,263 $1,680 

Instructional Materials $157 $176 $225 $422 

Year-round Education $62 $69 $88 $88 

Grant Program 

English Learners (EL) $18a $20 $26 $58 

Emergency Immigrant Education funding was used in place of EL funding. Categorical 
funding for the English Learner program was not created in 1996-1997. 

As seen in Table 4.5, four out of the five selected categorical funds received 

higher than expected allocations during the fiscal year 2006-2007; even after controlling 



29 

for growth in enrollment and the inflation ratio. The current allocation for special 

education was 108% of the calculated projection; $244 million more than expected. The 

current allocation for Title I was 133% of the projection; $417 million more than 

expected. The current allocation for instructional materials was 186% of the projection; 

$197 million more than expected. The current allocation for English Learners was 223% 

of the projection; $32 million more than expected. The current allocation for year-round 

education did not surpass the projection. 

As seen in Table 4.5, the greatest actual dollar difference between the projections 

for fiscal year 2006-2007 and actual funding for the current fiscal year 2006-2007 exists 

in the Title I categorical program. Allocations for special education and instructional 

materials are higher than expected. It is interesting to note that the data in Table 4.5 

depicts the current English Learner allocation as being more than 200% of the projection; 

however, the actual allocation for English Learners is slightly higher than expected at $32 

million. This pales in comparison to the average ($286 million) differentials for the 

following three categorical programs: special education ($244 million), Title I ($417 

million), and instructional materials ($197 million). 
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Table 4.5 

Difference between Expected and Actual Funding of Categorical Programs (in millions) 

Projection Actual Difference b/t Percentage of 

Categorical Programs with growth Funding projection and projection 

and inflation 2006-2007 actual 

Special Education $2,666 $2,890 $244 108% 

Title I $1,263 $1,680 $417 133% 

Instructional Materials $225 $422 $197 186% 

Year-round Education $88 $88 $0 100% 

Grant Program 

English Learners (EL) $26 $58 $32 223% 

aEmergency Immigrant Education funding was used in place of EL funding. Categorical 
funding for the English Learner program was not created in 1996-1997. 

After accounting for overall student growth during the ten year time span and 

controlling for inflation, these data clearly indicate that allocations for categorical 

programs exceed the fact-based projections I derived from Selected Readings on 

California School Finance by Ed-Source and the Consumer Price Index inflation 

calculator maintained by the United States Department of Labor - Bureau of Labor 

Statistics website. Based on case law shifting from fiscal equality to fiscal equity, these 

findings are consistent with my hypothesis that there will be increases in allocations 

towards categorical program funds that target equity amongst students rather than general 
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funds that target equality between all students. 

These data do not allow for interpretations of causal relationships or 

generalizations that are based on the following court cases regarding education funding: 

Serrano, San Antonio, Mclnnis, and Williams. It may be noted, however, that through 

these recent court cases dating back to 1971 (Serrano), we are able to see a shift in the 

funding trends for California schools. Schools were once funded almost exclusively by 

local property taxes. Following the Serrano decision, all schools districts were then 

allocated the same amount of funding per pupil. With the latest court case involving 

equality versus equity, the Williams lawsuit had brought special attention to the unequal 

access to education due to inadequate school facilities, teacher qualifications, and school 

related materials. With an emphasis to assist the schools with inadequate school 

facilities, poorly qualified teachers, and insufficient school budgets for basic school 

related materials, students statewide should begin to experience a more fair system of 

education. 
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CHAPTER 5 

Conclusion 

Introduction 

A case law review indicated that litigation concerning fiscal equity has taken 

precedence over previous litigation concerning fiscal equality. Whereas in the 1960's 

and 1970's, lawsuits were framed around equal funding, the Williams settlement shifted 

the funding issue from equality to equity. According to this study, allocations for the 

selected categorical programs have increased. Although I am not able to draw causal 

relationships with my study and school funding data, other researchers have shown that 

with school facilities, school materials, and teacher qualification being scrutinized, 

increases in categorical funding for these programs have risen (Powers, 2004). 

Limitations 

This study has several limitations. First, the fiscal comparison was conducted for 

only 2 time periods with a 10 year time span. Second, I did not have an independent 

reader code the court rulings for inter-rater reliability. Third, the fiscal analysis included 

state and federal data together. Fourth, it was beyond the scope of this research to 

analyze district and school level budgets, which may have shown variation in how funds 

are distributed across different geographical and socio-economical areas. Finally, no 

causal relationship can be draw from the data. However, I believe that my results 

indicate that categorical funding has increased in the ten year time period when 
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controlling for enrollment and inflation. 

Future Research 

To analyze fiscal evolution over time, future research may be conducted with time 

periods previous to 1996. Due to changes in California education finance changes during 

the 1960's and 1970's, and the Serrano case, one might expect to see the equalization 

efforts depicted in state categorical funding across time. Research should also analyze 

future court decisions in California and other states, to examine whether the trend of 

fiscal equity continues in case law. Finally, future research should analyze school level 

resource allocation (teacher quality, materials, facilities) to examine whether schools 

have changed the way in which they allocate resources (broadly defined) to provide 

equity for all students. My research indicates that categorical funding has increased, but 

future research could examine how those funds are used at the school site level. 

Implications 

The implications of this study are wide and great. In efforts to improve schools 

mentioned in the Williams settlement, California has been proactively increasing the 

funding for categorical programs related to school facilities, school materials, and teacher 

qualification. However, there are data which indicate that despite this increase in 

categorical funding, resources are not distributed equitably amongst all students (Ruben, 

2007). "What is clear from state data, he said, is that students who attended schools in 

mostly poor, minority areas were often learning from relatively inexperienced teachers 

and in overcrowded classrooms" (Ruben, 2007, p. B3). 
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The method of funding education in California has shifted several times since 

1950's. While the main source of funding was once local property taxes, the state now 

controls the task of collection and redistribution of education funding. Whereas the 

location of a school site once played a part in how much funding a student would receive, 

Serrano ensured that all students statewide received equal funding regardless of the 

school location. In place of a system that promotes the same dollars per student, fiscal 

equality, the current system promotes funding based on providing equal access to 

education for all students, fiscal equity. Access to education can be expedited through 

policies regarding teacher experience, school facility conditions, and adequate school 

materials. 

This historical research study finds that the current 2006-2007 categorical 

allotment increases have exceeded my projections despite controlling for an increase in 

overall student enrollment and inflation. This study on increasing allocations for 

categorical programs does not account for site level distribution of funds. For example, 

although categorical funding has increased, my data do not reveal whether special student 

populations are being taught be qualified teachers. This study might some day affect 

school policy at the local site level. In order to ensure that all students obtain educational 

equity, more specific school policies might be created to monitor the distribution of funds 

to categorical program that aim to promote student equity. 

Based upon my calculations, the actual funding available to school districts 

exceeds the fact-based projections with regards to an increase in student enrollment and 
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adjustments for inflations. With the surprisingly high actual funding amount, local 

school sites should have the resources to better assist all students. Because standardized 

test scores are very important to individual school sites, I believe school administrators 

will look to finance programs that assist some of the lowest performers at their school 

site. I teach at a school where the students who are members of EL and special education 

subgroups score lower than the general education population. My school site 

administrators might find success in raising the school's API scores if they allocate funds 

and other resources to the EL and special education subgroups. 

With the current NCLB goals, every student counts towards attaining and 

maintaining the illustrious API target of 800. Students are different in many ways. 

Students learn in a vast array of modalities, learning styles, and methods. Students learn 

at different rates. Students respond to teach input and teacher affect differently. Students 

come from families of various wealth levels and ethnic backgrounds. Students are 

affected differently by their individual families; with special regard to social and 

emotional values. With these differences in student learning style and backgrounds, it 

can be easily deduced that forcing all students to reach similar goals might not seem 

reasonable. 

A recent study regarding student performance and tracking found that 

predominantly White and Asian students comprise the advanced courses (Temple, 2006). 

These courses offer students an opportunity to reach higher expectations. Hispanic and 

Black students are the majority in remedial courses and average ability courses. 
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Temple's (2006) study discusses the inherent disadvantage of tracking students by ability 

level. With drastically different backgrounds, there exists a system of inequity before 

students even begin Kindergarten. Being filtered into homogeneous groups based upon 

ability levels promotes a system whereby the high ability students maintain their high 

skill set and the low ability students maintain their low skill set. 

With careful planning and funding strategies it should be the goal of current 

education policy makers to fund students differently based up on their need. If we are to 

truly be a nation that supports the notion that "all men are created equally", then is should 

be our goal to ensure that all students have adequate and fair beginnings. Students are 

products of their local environment. They are bora into situations beyond their control. 

Students should be given the opportunity to succeed regardless of their birth situation. 

Race, language, and wealth all play a part in preparing students for success in schools. 

Providing resources at different levels based upon student need would be a step towards 

evening the playing field of life. 
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