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ABSTRACT 

The research agenda in school finance has moved from 

equity concerns to concerns about how to finance education 

to improve its quality. At issue again are questions of 

which resources, if any, affect learning and how should 

schools and school personnel be held accountable for the 

results of schooling. A new research agenda begins with the 

observation that the states have increased their levels of 

funding for schools beginning about 1984. There is scant 

evidence of how that new money has been spent. 

The purpose of this study was to examine what the 

differences in per pupil expenditures eimong Texas public 

schools mean in terms of the resources provided to students. 

Specifically, the focus concentrated on a comparison of 

expenditure patterns of Texas school districts categorized 

by local wealth before and after the 1984 school finance 

reform legislation. This study was restricted to the data 

collected for the following school years: 1983-84, 1984-85, 

and 1989-90. 

To study how districts with different wealth levels 

chose to spend their available funds, the 1,052 public 

school districts in Texas were grouped according to their 

assessed valuation: rich, middle, and poor. These three 

types of districts were compared by determining their 

expenditures or spending levels by object as specified by 

vi 



Bulletin 679 Financial Accounting Manual required for use by 

Texas school districts. 

Results of this study indicated that the school 

districts by 1989-90 had spent more per student for 

purchased and contracted services and supplies and materials 

than they had before House Bill 72 became a reality. 

Payroll costs continued to be the largest expenditure object 

area. Capital outlay costs became a smaller part of the 

expenditures. Other operating costs and debt service 

expenditures continued to take up a smaller proportion of 

the total expenditures. Further analysis indicated that the 

middle school districts spend more per student than the rich 

and poor school districts in the object areas of purchased 

and contracted services, supplies and materials, other 

operating expenses, and debt service. The poor school 

districts expended more of their monies in payroll costs, 

while the rich school districts lead in spending in the 

capital outlay object area. 
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CHAPTER I 

INTRODUCTION 

Since about 1968, public school finance has been a 

dominant issue on the policy agenda of state governments 

throughout the United States. The basic problem that 

informed the political and legal debate was the disparities 

in expenditures and tax rates among local school districts. 

These variations were related primarily to vast differences 

in the school districts' local tax base generally measured 

by assessed valuation per pupil. Researchers, policy 

makers, and practitioners focused their attention on 

structural changes in existing school finance equalization 

formulas in attempts to make the distribution of state and 

local dollars more equitable. 

Stimulated largely by legal action mandating change in 

distribution patterns, school finance reform beccime a top 

legislative priority in nearly all states in the 1970s 

(Odden, 1986). Legislative changes tended to increase the 

states' share of school funding in efforts to reduce 

reliance on local property taxes. States adopted a number 

of reforms including such things as program cost 

differentials, cost of education indices, new formulas based 

on a fiscal neutrality standard, and new definitions of 

local wealth among other innovations. The primary policy 

goal of the numerous reform efforts was an increase in the 



equity of the school finance systems. Based on the landmark 

work of Berne and Stiefel (1978), who provided the 

conceptual basis and the first systematic methods to measure 

school finance equity, school finance research was directed 

heavily toward equity studies. 

Interest in school finance equity, at least in terms of 

the courts and state legislatures, has not waned since the 

late 1970s. Several state courts have declared their school 

finance systems unconstitutional and mandated new funding 

approaches (Sparkman, 1990b). State legislatures continue 

to grapple with the school finance issue in a period of 

state budget difficulties. Research interest in school 

finance equity seems to have diminished as researchers have 

recognized that equity is only one of several objectives 

that influence school finance policy and only one of several 

outcomes against which the impact of reform should be judged 

(Brown and Elmore, 1982). 

The school reform movement, that has engulfed public 

education since 1983, has to a large extent refocused 

attention on two issues that had been eclipsed by the equity 

movement; that is, productivity and accountability. Odden 

(1986) indicated that since the beginning of the education 

reform movement, the issues related to public school finance 

have expanded rapidly and now include not only the financing 

of education in general but also the financing of numerous 

specific components of the education enterprise in local 



schools and school districts. The research agenda in school 

finance has moved from equity concerns to concerns about how 

to finance education to improve its quality. It is arguable 

to what extent the public debate has been altered by these 

additional concerns. They clearly raise questions of which 

resources, if any, affect learning and how should schools 

and school personnel be held accountable for the results of 

schooling. Thus, the effectiveness and efficiency of 

educational programs will interact with school finance and 

resource allocation issues. It appears that there will be a 

convergence of the goals of equity, adequacy, and efficiency 

in shaping school finance policy (Sparkman, 1990a). This 

convergence moves researchers to a consideration of what 

resources make a difference. 

Murnane (1983) analyzed the results of a number of 

quantitative studies that focused on school effectiveness. 

He looked at the issue of whether differences in school 

effectiveness could be explained by differences in school 

resources. Those school resources he explored included such 

things as teachers, peer groups, class size, instructional 

time, physical facilities, and instructional strategies and 

curricula. He concluded that the most important lesson 

learned from quantitative research on the determinants of 

school effectiveness is that schools make a difference. A 

second lesson is that teachers are a critical resource. 

Research results also indicate that the composition of the 



student body matters. This body of research indicates that 

the primary focus should be teachers and students when 

determining school effectiveness. Physical facilities, 

class size, curricula, and instructional strategies can be 

seen as secondary resources that affect student learning 

through their influence on the behavior of teachers and 

students. 

Rossmiller (1987) concluded that two distinct lines of 

research are discernible in the research on school 

effectiveness. One line of research is characterized by 

quantitative studies using multivariate statistical 

analysis; while the other takes a more qualitative approach 

in the search for school effectiveness. Much of the 

research on the outcomes of schooling has focused on 

cognitive knowledge as measured by standardized achievement 

tests. Thus, effective schools have been defined primarily 

in terms of gains in cognitive knowledge rather than by 

broader, more inclusive measures of the outcomes of 

schooling. Rossmiller further stipulated that research on 

effective schools is not without methodological problems. 

Among them are: (1) failure to control for confounding 

variables such as student socioeconomic status, (2) an over-

reliance on ease studies, (3) cross-sectional rather than 

longitudinal designs, (4) comparison of extreme outliers, 

and (5) lack of generalizability, particularly to secondary 

schools. Despite these methodological problems, Rosenholtz 



(1985) found at least three reasons to regard the findings 

of the effective schools research as much more than 

spurious: 

First, several studies describe 'turnaround' 
schools that, because of changes in organizational 
conditions, becsone more successful. Second, even 
when controlling for random error, analysts find 
that organizational characteristics account for 
32 percent of between-school variance in student 
achievement. Third, effective schools research 
has been conducted within a relatively compressed 
time frame, not building serially from one study 
to the next; yet all studies produce common 
findings with remarkable consistency. (Rosenholtz, 
1985, p. 353) 

One of the most comprehensive reviews of the literature 

on school effectiveness was published by Purkey and Smith in 

1983. They grouped the studies of school effectiveness into 

four categories. These four categories were outlier 

studies, case studies, progrcim evaluation studies, and other 

studies. Purkey and Smith used information derived from 

these various studies to describe the components of an 

effective school using two groups of variables. The first 

group is comprised of organizational and instructional 

variables; the second is comprised of process variables. In 

their view, the first group of variables can be established 

by administrative and bureaucratic means, but the second 

group is related to the climate and culture of the school 

and cannot be put in place by edict or through bureaucratic 

manipulations. Some of the organization and instructional 

variables include strong instructional leadership, staff 



stability, school wide recognition of academics, and time on 

task. Variables related to culture and climate include 

collaborative planning, clear goals, high expectations, and 

clearly defined rules. 

MacPhail-Wilcox and King (1986) concluded that resource 

allocation research at all levels of analysis indicates 

strong relations between the quantity and quality of 

resources available and such demographic variables as 

wealth, socioeconomic status, and racial composition. 

Because wealth and student body attributes are strongly 

correlated with the fiscal and educational resources 

allocated to districts, schools, classrooms, and students, 

one would expect them to account for substantial variation 

in student performance. But, accounting for and explaining 

differences in student performance are different matters, as 

the effects of school processes are generally understated. 

It is indeed difficult to isolate the influence of resource 

allocation practices on student and school productivity 

without controlling for these highly correlated resource 

conditions and student body characteristics (MacPhail-Wilcox 

and King, 1986). 

There is evidence that a number of variables do affect 

student achievement. Among them are school leadership, 

composition of the school's student body, academic emphasis 

within the school and classroom, classroom management and 

discipline, use of time in school, and the home environment 



of the student. Most of these variables relate much more to 

the way in which resources are used rather than to the level 

of resources per se, thus lending support to the view that 

adequate resources are necessary, but not significant, to 

insure increased student achievement, and also lending 

credence to the equity issues (Rossmiller, 1987). 

Even with all the research that has been conducted 

about what resources make a difference, researchers and 

practitioners do not know with much certainty the answer to 

the question. Given some of the conceptual and 

methodological difficulties of determining what resources 

make a difference in terms of educational productivity 

(Purkey and Smith, 1983; Rosenholtz, 1985; MacPhail-Wilcox 

and King, 1986; and Rossmiller, 1987), a new line of school 

finance research has surfaced. This new research agenda 

begins with the observation that the states have increased 

levels of funding for schools beginning about 1984-85, but 

that there is scant evidence of how that new money has been 

spent. Hartman's research (1988a) is the first major 

empirical inquiry into this issue. His work begins with a 

rather simple premise; that is, where are the new school 

reform dollars going? 

Texas is a good example of a reform state that has 

infused new monies into local school districts as the result 

of several reform initiatives beginning with House Bill 72 

(Act of July 13, 1984) in 1984. In spite of the increased 



state spending for public schools, major disparities 

continued to exist in expenditures and tax rates eonong the 

state's school districts (Stevens, 1989 and Walker and 

Thompson, 1990). In 1989, the Texas Supreme Court declared 

the system unconstitutional (Edgewood, 1989). Even though 

the state legislature made changes in the school finance 

system during a special session in June 1990, the Texas 

Supreme Court ruled that the system was still 

unconstitutional (Edgewood, 1990). Although the Edgewood 

lawsuit was a traditional equity case, the Court ruled that 

the spending disparities violated the efficiency clause of 

the state constitution (Powers, 1991). The Court's reliance 

on the efficiency clause of the state's education article 

should give impetus to research focusing on how districts 

are spending their school finance dollars. Hartman (1988a) 

asserted that districts that spend more per student purchase 

more resources or higher costing resources in their 

educational programs than do districts that spend less per 

student. The issue of efficiency can only be addressed when 

there is a research base to determine what the districts 

purchase in terms of resources. In May of 1992, the state 

comptroller of Texas made the decision to audit all Texas 

school districts to determine their spending priorities and 

the resources the school districts have purchased. 
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statement of the Purpose 

The purpose of this study was to examine what the 

differences in expenditures per student among Texas school 

districts mean in terms of resources provided to students. 

What do high spending districts buy? What do low spending 

districts buy? Is the money used for administrative or 

instructional purposes, or are school districts just paying 

more for the same things? Understanding how educational 

dollars are used helps reveal the relationship between money 

and programs in school districts. 

Research Questions 

There were three research questions tested in the 

study. 

Research Question One: What is the difference in the 

per pupil expenditures for each of the school 

districts in Texas before and after the 

implementation of House Bill 72 in 1984? 

Research Question Two: What is the difference in the 

per pupil expenditures between the rich, middle, 

and poor school districts in Texas before and 

after the implementation of House Bill 72 in 1984? 

Research Question Three: What is the difference among 

the three categories of school districts in terms 

of the percent of expenditures for the given 



objects identified in Bulletin 679, Financial 

Accounting Manual (Texas Education Agency, 1991a). 

Delimitations 

1. This study was confined to expenditure patterns 

cimong Texas public school districts. 

2. The study was restricted to the data collected for 

the following school years: 1983-84, 1984-85, and 

1989-90, the periods before and after House Bill 72 in 

Texas. 

3. Only those major expenditure objects mandated by 

Bulletin 679 were studied. 

Limitations 

1. Because the study focused on expenditure patterns 

among Texas school districts, the results cannot be 

generalized to other states. 

2. This study, being ex post facto in character, 

suffers from the usual weaknesses inherent in this 

method; causal relationships cannot be determined and 

conclusions cannot be generalized beyond the time for 

which the data are appropriate. 

Justification for the Study 

The school reform movement impacting public education 

since 1983, coupled with the effective schools research, has 
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focused attention in the school finance area. While fiscal 

equity issues remain important, attention has been shifted 

to the intradistrict allocation of resources and the 

questions of which resources affect learning. The 

efficiency of educational programs will interact with school 

finance and resource allocation issues to provide a fertile 

base for research, evaluation, and application (Sparkman, 

1986b). Input-output and cost-effectiveness studies have 

been done, but there are conceptual and methodological 

problems associated with these studies (Murnane, 1983; 

Purkey and Smith, 1983; Rosenholtz, 1985; MacPhail-Wilcox 

and King, 1986; and Rossmiller, 1987). The core of the 

1980s reform has been on the improvement of school quality 

and the pursuit of the ephemeral excellence in education. 

Finance has not been a major theme of this reform, but it is 

not without finance implications. Many state governors, 

legislators, and business leaders have tied increases in 

school funding to education reform issues (Ward, 1988). A 

more salient concern, given the amount of resources going to 

public education, may be how districts are spending their 

money. If we know how money is being spent, then perhaps, 

we can determine if it is being spent on the resources that 

are assumed to make a difference. 

Given the convergence of several research agendas in 

school finance, a fertile area of inquiry is the 

investigation of expenditure patterns among school 
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districts; that is, how they chose to allocate their 

available monies among instructional and other types of 

educational expenditures. Hartman (1988a) suggested that 

research has indicated that districts under less fiscal 

strain or which had the most resources available to them 

spent a smaller percentage of their funds on instruction and 

a greater percentage on support and administrative 

functions. Conversely, he noted that districts under 

greater fiscal strain or with fewer financial resources 

concentrated their funds on the central mission of the 

schools and spent a higher percentage of their budget on 

instruction and a lesser percentage on noninstructional 

activities. Hartman's findings were interpreted based on 

the assumption that the primary focus of resource allocation 

should be on instructional activities. 

Since House Bill 72 (Act of July 13, 1984), more money 

has been provided to the school districts in the state of 

Texas for implementing the mandated reforms such as class-

size reductions, physical facilities, and teacher salaries. 

School trustees throughout the state have had to adopt 

budgets increasing expenditures over the year before. Table 

1.1 serves as an example. 

School trustees in 1,052 Texas school districts adopted 

budgets for 1989-90 totaling $14.25 billion. The cimount 

budgeted included revenue from local property taxes, state 

aid, federal aid, other state programs, and other local 

12 



Table 1.1 

Texas School Districts' Annual Budgets 
1980-1990 School Years 

School Year 

1980-81 

1981-82 

1982-83 

1983-84 

*1984-85 

1985-86 

1986-87 

**1987-88 

1988-89 

1989-90 

Budget 
Current Dollars 

$ 6.3 

$ 7.1 

$ 8.5 

$ 9.0 

$10.5 

$11.7 

$12.2 

$12.75 

$13.5 

$14.25 

billion 

billion 

billion 

billion 

billion 

billion 

billion 

billion 

billion 

billion 

CPI 
1983=100 

91.7 

92.6 

97.1 

100.0 

104.2 

107.5 

109.5 

114.2 

119.0 

124.2 

Constant 

$8.53 billion 

$9.52 billion 

$10.87 billion 

$11.18 billion 

$12.52 billion 

$13.52 billion 

$13.84 billion 

$13.87 billion 

$14.09 billion 

$14.25 billion 

*Special session of legislature enacted the largest tax bill 
in the state's history, and the local school districts also 
enacted the largest school property tax increase in history. 
(Texas Research League, 1981, 1982, 1983, 1984, 1985, 1986, 
1987, 1989, 1990). 

**(Barnes, 1992). 
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sources. The $14.25 billion budgeted for 1989-90 was an 

increase of $741 million over the previous year. The 1980-

81 school year showed that the school districts had budgeted 

$6.3 billion. This represents a budget growth of $7.95 

billion during the ten year period. Since House Bill 72 

(Act of July 13, 1984) was enacted in 1984, local school 

districts' budgets have increased from $9 billion in 1983-84 

to $14.25 billion in 1989-90, a 58 percent increase. On a 

per-student basis, school budgets grew by 42.6 percent 

between 1983-84 and 1989-90 (Texas Research League, 1990). 

Table 1.1 provides information to show how inflation had an 

effect on the money that was budgeted by the school 

districts in the state of Texas during the 1980s. After 

House Bill 72 was enacted and by accounting for inflation, 

school districts in 1984-85 would have to have increased 

their total budgets by about $2.02 billion to keep up with 

the Consumer Price Index that was calculated for September 

of 1989. The 1983-84 school district budgets would have had 

to be increased by $2.18 billion to remain stable with the 

1989-90 figures. 

Odden (1986) suggested that at least five new areas of 

school finance research have been created or reinforced by 

state education reform programs enacted during the 1980s: 

1. Distribution of reform dollars to and use of reform 

dollars by local districts; 

2. Allocation and use of resources in effective 

14 



schools; 

3. Costs of education reform programs; 

4. The relationship between costs and impacts of 

reform programs; and 

5. The relationship between costs and effects of 

alternative strategies for reaching reform 

objectives. 

He concluded that a key policy issue will be: where did 

education reform dollars go and what programs and services 

did they buy locally? School finance research will need to 

identify: (1) the characteristics of school districts 

receiving education reform funding; (2) the patterns of 

reform dollar use within districts and across education 

reform objectives; and (3) the reasons for the results. 

While there was considerable research on distribution 

patterns of school finance funding in the 1970s, there was 

little research on what those funds supported locally. The 

allocation and use of education reform dollars of the 1980s 

should not go unaddressed. 

This study examined expenditure patterns among school 

districts of different wealth categories over a three-year 

period in Texas. The school districts were categorized 

according to local property wealth as rich, middle, and 

poor. The three years corresponded to one year before House 

Bill 72 (Act of July 13, 1984) and two years after the 

school reform legislation. 
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Assumptions 

1. Budget and expenditure data gathered from the 

Texas Education Agency are accurate. 

2. No value judgments about the appropriate use of 

educational resources were intended nor should 

any be implied. 

Definition of Terms 

Several terms were used in this research and an 

understanding of them is needed. The following definitions 

assist the reader to understand the data better. 

Adjusted Per Pupil Expenditure: current expenditures for a 

given period of time divided by a pupil unit of measure 

(average daily membership or average daily attendance) 

(Texas Education Agency, 1991a). 

Assessed Valuation: a valuation set upon real estate or 

other property by a government as a basis for levying 

taxes (Texas Education Agency, 1991a). 

Assets: property owned by a local education agency which 

has a monetary value (Texas Education Agency, 1991a). 

Average Salary for Teachers: the average state base salary 

for classroom teachers. This figure does not include 

career-ladder and other local supplemental pay. Local 

supplemental pay is provided by the school districts to 

staff members who have extra duties such as being a 

coach, a department head, or an University 
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Interscholastic League sponsor (Texas Research League, 

1990). 

Average Salary for Administrators: the average salary for 

administrators covers the number of months specified in 

the employment contract, but is adjusted if the person 

worked during only part of the year (Texas Research 

League, 1990). 

Average Salary for Support: the average salary for 

professional support persons such as librarians, 

counselors, speech pathologists, and school nurses 

(Texas Research League, 1990). 

Budgeting: a plan of financial operation embodying an 

estimate of proposed expenditures for a given period 

or purpose and the proposed means of financing them. 

The budget usually consists of three parts. The first 

part contains a message from the budget-making 

authority together with a summary of the proposed 

expenditures and the means of financing them. The 

second part consists of schedules supporting the 

summary. These schedules show in detail the proposed 

expenditures and means of financing them together with 

information as to past years' actual revenues and 

expenditures and other data used in making the 

estimates. The third part is composed of drafts of the 

appropriation, revenue, and borrowing measures 
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necessary to put the budget into effect (Texas 

Education Agency, 1991a). 

Bulletin 679: the financial accounting manual that is used 

as a guide for Texas public school districts to use in 

their budgeting, accounting, and auditing processes 

(Texas Education Agency, 1991a). 

Capital Outlay (Object 6600): includes expenditures for 

fixed assets such as land, buildings, furniture, 

vehicles, films, library books, which have a useful 

life longer than the fiscal year (a two-year life is 

used) (Texas Education Agency, 1991a). 

Current Expense: any expenditure except for inventory 

items to be consumed in a later period. When accounts 

are kept on the accrual basis, current expense 

includes total charges incurred, whether paid or 

unpaid (Texas Education Agency, 1991a). 

Debt Service (Object 6500): obligations resulting from 

the borrowing of money or from the purchase of 

goods and services such as bonds and warrants and 

notes (Texas Education Agency, 1991a). 

Expenditures: this includes total charges incurred, 

whether paid or unpaid, for current expense, capital 

outlay, and debt service (Texas Education Agency, 

1991a). 

Extracurricular Activities: incorporates activities 

which are student and curriculum related, but not 
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necessary to regular instructional services. Included 

are intrcunural athletics, interscholastic competition, 

student organizations, and special interest activities. 

This category includes costs necessary for management 

and operational control of extracurricular 

activities (Texas Research League, 1990). 

Fixed Assets: land, buildings, machinery, furniture, and 

other equipment which the school district intends 

to hold or continue in use over a long period of 

time. "Fixed" denotes probability or intent to 

continue use or possession, and does not indicate 

immobility of an asset (Texas Education Agency, 1991a). 

Instruction: the activities dealing directly with the 

teaching of students or improving the quality of 

teaching (Texas Education Agency, 1991a). 

Object: as applied to expenditures, this term has reference 

to an article or service received; for example, payroll 

costs, purchased and contracted services, materials, 

and supplies (Texas Education Agency, 1991a). 

Operating Fund Balance: the beginning balance for a school 

year in operating funds reported as an ending balance 

from the previous year's audit report. Included are 

general operating, designated purpose, and cooperative 

funds. Excluded are fund balances in debt service and 

in capital project funds (Texas Education Agency, 

1991a). 
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other Operating Expenses (Object 6400): includes travel, 

insurance and bonding expenses, election expenses, 

fees and dues, and awards (Texas Education Agency, 

1991a). 

PAR: district market value of real property per student 

divided by the state average and multiplied by 100. A 

PAR number of 100 indicates the district has an average 

market value of real property per student. A figure 

above 100 indicates the district's value of real 

property per student is above the state average (Texas 

Research League, 1990). 

Payroll Costs (Object 6100): includes salaries, wages, 

overtime pay, and employee benefits such as social 

security, health insurance, retirement, and sick leave 

for all school employees (Texas Education Agency, 

1991a). 

Public Education Information Management System (PEIMS): 

data collected by the Texas school districts and sent 

to the Texas Education Agency. The data submitted 

includes such things as personnel, budgets, teacher's 

daily schedules, students assigned per period for any 

given teacher, and student testing results (Texas 

Education Agency, 1991b). 

Pupil/Teacher Ratio: the ratio of students per classroom 

teacher. Because students and teachers are not 

necessarily in a classroom teaching situation the 
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scune number of hours each day, the pupil/teacher ratio 

is not the same as average class size (Texas Research 

League, 1990). 

Purchased and Contracted Services (Object 6200): labor, 

materials, and other costs for services rendered by 

personnel who are not on the payroll of the local 

education agency (Texas Education Agency, 1991a). 

Supplies and Materials (Object 6300): includes 

instructional expenditures such as audio-visual 

materials, books, magazines, periodicals, testing 

materials, food service, and general supplies (Texas 

Education Agency, 1991a). 

Yearly Payroll Per Student: wages and salaries comprise 

two-thirds of the total budget. This single figure 

provides a comparison of the payroll cost which is a 

combination of the level of salaries and the staffing 

pattern (Texas Research League, 1990). 

Procedures 

To study how districts with different wealth levels 

chose to spend their available funds, the 1,052 school 

districts in Texas were used. Three different groups of 

districts were established according to their assessed 

valuation: rich, middle, and poor. These groups can be 

determined by using the PAR figure that the Texas Research 

League provides in their annual Bench Marks publication. 
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The PAR figure was used to help determine whether a school 

district is rich or poor. Bench Marks is a reputable data 

source used in Texas. School district administrative 

personnel use this data to see how they compare with school 

districts that have the Scime or similar types of 

characteristics. The Bench Marks publication is referred to 

by superintendents and school boards to help them 

communicate to the public how the operations of the school 

district compares with those school districts in the 

surrounding area or in other parts of the state. By 

categorizing the 1,052 school districts in Texas into three 

groups, it helps to make an arbitrary distinction in 

reference to the different levels of school district wealth. 

To measure the ability of districts to fund their 

educational programs from local resources, the State 

Property Tax Board is charged by law with determining the 

market value of taxable property in each school district in 

Texas. This is the reason the Texas Research League coined 

the PAR figure. The upper one-third section will comprise 

the rich school districts, while the lower one-third section 

comprises the poor school districts. The middle group 

comprises the middle one-third section determined by this 

ranking technique. These three types of districts can be 

compared by determining their expenditures or spending 

levels. The measures of spending used were the 1983-84, 

1984-85, and 1989-90 current expenditures per average daily 
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attendance (ADA). Use of this measure avoids distortions 

caused by unusual or one-time items included in a total 

expenditure per pupil figure such as capital outlay and debt 

service, but it includes support and instruction-related 

expenditures which are excluded from the limited 

instructional expenditure per pupil amount. 

Data on per pupil expenditures must be corrected for 

the effects of inflation by dividing expenditures by the 

Consumer Price Index (CPI) for September of the fiscal year 

for which the data were reported. This converts all current 

dollar amounts to a common metric for analysis. The formula 

used is the expenditures in the designated year multiplied 

by the current CPI divided by the CPI in the designated 

year. 

This study was conducted using the following 

procedures: 

1. Phase one of the study consisted of a review of 

previous research to determine relevant school finance and 

school budget literature. The Texas Education Agency was 

contacted to secure all available financial and budget data. 

2. Phase two of the study consisted of sorting the 

data obtained from the Texas Education Agency records. 

These records provided a variety of descriptive, financial, 

personnel, and student data for each district. Using these 

data, further measures were calculated for each district to 

develop additional descriptive information. District 
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measures included the expenditures that involved student 

enrollments, payroll costs, purchased and contracted 

services, supplies and materials, other operating expenses, 

debt service, and capital outlay. 

For each group of school districts a set of descriptive 

pareuneters were calculated for each measure: the mean and 

standard deviation, maximum, and minimum. The group summary 

results were compared to illustrate differences among the 

groups and were examined for indications of possible 

differences. 

Research Question One was tested by comparing the mean 

adjusted per pupil expenditures across the three reporting 

periods. To assist in interpreting the differences, effect 

sizes for the mean differences were computed as percentage 

of increase or decrease in per pupil expenditures. Research 

Question Two was tested by comparing the mean adjusted per 

pupil expenditures for each of the three levels of school 

district wealth across the three reporting periods. Effect 

sizes were calculated as above and the results graphically 

displayed to help guide interpretation of the findings. 

Research Question Three involved changes in several 

measures. These measures are such things as expenditures, 

payroll costs, purchased and contracted services, supplies 

and materials, other operating expenses, debt service, and 

capital outlay. In Research Question One, the independent 

variable is the reporting period, and the dependent variable 
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is the adjusted total per pupil expenditures. Research 

Question Two involves two independent variables: the 

reporting periods and the levels of property wealth. 

Research Question Three takes the dependent variable 

(adjusted per pupil expenditures) and classifies it by the 

two independent variables (reporting period and levels of 

property wealth). 

3. Phase three of the study consisted of analyzing and 

summarizing the data for presentation and analysis. 

Organization of the Research Report 

The research study is presented in five chapters. 

Chapter I includes the introduction, statement of the 

purpose, justification for the study, assumptions, 

definition of terms, procedures, and organization of the 

research report. Chapter II contains a review of related 

literature and research. The methodology of the research 

and presentation of the data are included in Chapter III. 

Chapter IV presents the statistical analysis of the data. 

Chapter V contains the summary of the major findings, 

conclusions, and recommendations for further study. 
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CHAPTER II 

REVIEW OF RELATED LITERATURE 

The review of selected literature and research focuses 

on the issues associated with school finance reform. The 

specific areas addressed will be (1) school finance and 

education reform; (2) budget allocation practices of school 

districts; (3) the school finance reform movement in the 

United States; (4) the Texas system of school finance; and 

(5) quantitative studies of effective schools. Each of 

these areas was analyzed to determine how they contributed 

information to help determine an analysis of expenditure 

patterns in Texas public school districts before and after 

the 1984 school finance reform. 

School Finance and Education Reform 

Barro (1989) stated that the connection between finance 

and reform seems to be everyone's favorite as-yet-unstudied 

school finance issue. He believes this is a policy issue 

that will grow in importance when more states continue to 

adopt and implement reforms. It is an almost untouched 

research issue, with the promise of new and challenging work 

to be done. This was the only issue of the 1980s that had 

the real potential to stimulate support for research and 

revitalize the school finance field. Finance has not been a 

major theme of educational reform. If we know how money is 
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being spent, we can determine if it is being spent on the 

resources that are assumed to make a difference. The 

concern seems to be how school districts are spending their 

money. The recurrent issue of fiscal accountability also 

justifies research into how school districts allocate their 

limited fiscal resources. 

At least five new areas of school finance research have 

been identified or reinforced by recently enacted state 

education reform programs: 

1. Distribution of reform dollars to and use of 

reform dollars by local districts; 

2. Allocation and use of resources in effective 

schools; 

3. Costs of education reform programs; 

4. The relationship between costs and impacts of 

reform programs; and 

5. The relationship between costs and effects of 

alternative strategies for reaching reform 

objectives (Odden, 1986). 

Odden (1986) concluded that a key policy issue was: 

where did education reform dollars go and what progreuns and 

services did they buy locally? According to Odden, school 

finance research will need to identify: (1) the 

characteristics of school districts receiving education 

reform funding; (2) the patterns of reform dollar use within 

districts and across education reform objectives; and (3) 

27 



the reasons for the results. While there was considerable 

research on distribution patterns of school finance reform 

funding in the 1970s, there was little research on what 

those funds supported locally. The allocation and use of 

education reform dollars of the 1980s and 1990s should be 

addressed. The rationale for increasing funds for schools 

was to finance programs that would improve the education 

system. Identifying which reform objectives received fiscal 

support in local districts, then, becomes a key element in 

the assessment of the impact of the reforms. / 

There have been numerous studies attempting to examine 

the relationship between student achievement and the level 

of district expenditures (Hartman, 1988a). Several reviews 

of those studies have concluded that within the range of 

spending levels present in public schools there is no 

meaningful relationship between the amount spent and student 

learning (Hanushek, 1986; Childs and Shakeshaft, 1986; 

Walberg and Fowler, 1987). MacPhail-Wilcox and King (1986) 

found that teacher characteristics and class size indicators 

are significantly linked to student performance on 

standardized achievement tests, but they reported mixed 

evidence relating total expenditures and student 

achievement. Hartman (1988a) used these studies as a basis 

for his own investigation. He used this question as a basis 

for his work: if there is little evidence that higher 

expenditures lead to greater achievement, why do some 
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districts choose to spend considerably more on their 

students, particularly since this decision results in higher 

taxes? He designed a study to investigate the relationship 

between expenditures and resources. It focused on the 

choices of resources made by school districts with varying 

expenditure levels to see whether districts with more 

available funds spend them on resources which were presumed 

to influence or enhance educational outcomes for the 

students. In this way the study examined the purchasing 

behaviors of school districts for consistency with a belief 

in a cost/quality relationship in education. 

Hartman's Pennsylvania study was an empirical study 

that divided the selected group of school districts into 

three groups according to their spending rank: high, 

middle, and low. His study demonstrated that there were 

substantial differences in the resources provided for 

educational programs eimong high, middle, and low spending 

districts. High spending districts had more support and 

administrative personnel. Teachers, support staff, and 

administrators in high spending districts were all better 

paid. Some of the salary differences was due to higher 

qualifications (experience and education level) in the 

common salary schedule approach to compensation used by 

districts. 

High spending districts were also wealthy. They had 

considerably more assessed property value and personal 
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income per student than did middle and low spending 

districts and, consequently, more local tax capacity to 

support education. This advantage was maintained even after 

application of an equalized state school finance formula to 

distribute state aid. 

To support their greater expenditure levels, high 

spending districts also taxed their patrons at higher rates. 

Citizens and businesses in high spending districts had 

higher local tax burdens for education than did those in low 

spending districts. 

Hartman found a consistent pattern. On every measure, 

high spending districts had the most or best, next came the 

middle spending districts, and last were the low spending 

districts. Resources were directly and strongly related to 

district spending levels. 

A study was done in Washington by Jarvis (1987). His 

study concluded that reform was successful in increasing 

state revenues and decreasing the share of local 

contributions. \, Furthermore, the increased revenues were 

largely used to provide additional staffing.\ The effect of 

reform was not found to be uniform, however. Small 

districts benefited from reform more than medium and large 

districts regardless of initial wealth characteristics. 

Similarly, low-wealth districts demonstrated larger 

increases than did wealthier districts. 
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A similar study was conducted in Texas by Chavez 

(1989). His purpose was to analyze the effects of House 

Bill 72 on school district expenditures for districts of 

varying wealth, size, and regional location. He came to 

these conclusions: (1) the expenditure discrepancies that 

existed before House Bill 72 between low and high wealth 

districts still existed in 1987-88; (2) there was 

significant increases in function expenditures; (3) 

inflation reduced the impact of function expenditure 

increases even though additional local and state resources 

were added to education; and (4) major revision to the state 

finance system is necessary to bring greater equity to 

school district expenditures. Clearly, House Bill 72 did 

not bring greater equalization as intended. 

The Texas Education Agency (1989) gathered some 

financial data from independent audit reports submitted by 

all the school districts. By allowing for inflation, 

adjusted total outlays by Texas public schools have grown 

from $8.89 billion in 1983-84 to $13.54 billion in 1988-89, 

an increase of 52 percent. While several factors contribute 

to increases in education spending, the most significant 

cause has been the implementation of House Bill 72, enacted 

by the 68th Texas Legislature. The review of the data 

collected indicated broad based increases in spending across 

all functional areas. Instruction represented 47.8% of the 

total expenditures. Total payroll costs represented 66.7% 
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of the total expenditures for the six object areas in 1988-

89, and it has also consumed a slightly larger share of new 

funds from all sources since 1983-84. Other operating 

expenditures made up 1.7% of the budget, while purchased and 

contracted services and supplies and materials were 6.9% and 

6.6% respectively. Non-operating costs were 18.2% of the 

total expenditures, 11.2% for capital outlay and 7.0% for 

debt service. This was due, at least in part, to higher 

minimum salaries now required for teachers and the addition 

of a career ladder. More teachers are also necessary in 

order for districts to comply with the maximum class size 

limits of l-to-22 in kindergarten through fourth grades, as 

well as to handle the growing student population. 

Additionally, new instructional programs have been mandated, 

increasing several types of operating expenditures. The 

instruction, instruction-related, and pupil services 

functions increased from $1,975 spent per pupil in 1983-84 

to $2,350 in 1988-89. These adjusted for inflation figures 

made up an increase of 52.9%. Other operating expenses, 

debt service, and capital outlay expenditures continue to 

increase as new facilities are constructed or repaired to 

house present and projected students. When adjusted for 

inflation, the expenditures of these objects increased from 

$53 per pupil in 1983-84 to $60 per pupil in 1988-89. The 

current operating expenditures increased from $2,450 in 

1983-84 to $2,845 in 1988-89. This review of the uses of 
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new resources confirms that House Bill 72 created a 

significant demand for additional funding. 

The foregoing studies investigated the way school 

districts chose to spend their resources. They focused on 

the choices of resources made by school districts with 

varying expenditure levels to see whether districts with 

more available funds spend them on resources which are 

assumed to influence or enhance educational outcomes for 

students. In this way, those reform objectives that 

received fiscal support in local school districts became the 

key element for the assessment of the impact of educational 

reforms. School finance systems have come to be viewed as 

powerful entities for effecting educational changes. 

Budget Allocation Practices 
of School Districts 

Although budgeting is necessary for almost all 

varieties of evaluation practice, there has been little 

study of it (Smith and Smith, 1985). There is very little 

research that has been conducted on budget allocation 

practices of school districts. Since the focus of this 

particular research involves expenditures, it is important 

that budget allocation studies are researched. What do high 

spending districts buy? jWhat do low spending districts buy? 

Understanding how educational dollars are used helps reveal 
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the relationship between money and programs in school 

districts. \ 

The primary purpose of the budget is to translate the 

district's educational priorities into prograimmatic and 

financial terms. This must occur in the context of 

available fiscal resources and legal constraints. The 

school budget has always been of crucial importance to 

school administrators but has received relatively little 

attention (Hartman, 1988b). Hartman goes on to indicate 

that increasing costs, changing enrollments, lack of public 

support, and demands for new program directions all combine 

to place educational budgets and administrators under a 

great deal of pressure. I Public scrutiny of district budgets 

requires more convincing justification of expenditure 

requests. Traditional revenue sources are less stable; 

therefore, administrators are being asked to accomplish more 

with fewer resources. 

The Alkin and Stecher (1983) study represents a 

starting point for studying budgeting. In reviewing the 

sparse literature available on budgeting, they concluded 

that almost no empirical studies had been done on the 

allocation of resources across budget categories. The 

purpose of their study was to identify typical budget 

allocation patterns, and the actual funding levels for the 

various categories at the end of the fiscal year. These 

researchers were interested in comparing budgeted amounts 
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with the actual expenditures as an evaluation tool. They 

found that 86% of the budget was allocated to staff related 

expenses, five percent was allocated to materials and 

supplies, and other expenses accounted for nine percent. 

Smith and Smith (1985) used the same comparative 

process employed by Alkin and Stecher as a basis for 

conducting similar studies on school district budgeting 

procedures. The purpose of their study was to describe and 

compare budgeted eunounts and actual expenditures for 

selected spending categories among school districts. They 

found that the schools districts in their study allocated 

an average of 61% of the budget to personnel. The remaining 

part of the budgets averaged 10% for materials and supplies 

and 29% for other operating expenses.. Smith and Smith 

concluded that budget allocation patterns suggest that about 

60% of the budget would be a good guideline for estimating 

personnel costs. The results of their studies provide 

useful guidelines for the estimation of budgets in a time 

when dwindling resources make budget accuracy very 

important. While these studies have demonstrated general 

patterns of allocation and expenditures, they provide no 

basis for comparing allocation patterns among school 

districts of differing characteristics. 

Hartman and Rivenburg (1985) conducted a study of 

Oregon school districts. The study focused on the 

expenditure-related actions school districts have taken in 
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dealing with fiscal constraint. They used Duke and Cohen's 

(1979) definition of constraint as retrenchment or simply, a 

decline in the amount of real resources available per pupil 

in public education. The underlying assumption was that 

instructional activities, which were either (1) central to 

the basic instructional mission of the schools, or (2) 

required by statutes or regulations, would receive priority 

treatment over programs or activities that were considered 

outside of the central or required core (extracurricular 

activities). This assumption was tested by a comparison of 

the budget allocations among the major budget categories of 

instruction, support services, and administration for a 

selected group of those school districts in Oregon. Results 

showed that approximately 75 percent of the budgets were 

composed of personnel costs. Most of the personnel costs 

were for instructional personnel rather than administrative 

or support staff. The findings of the study also indicated 

that school districts varied their budget choices according 

to the degree of fiscal constraint they experienced. When 

fiscal constraint was greatest, the budget allocation 

patterns favored instruction over other budget functions and 

personnel expenditures were given priority over other object 

of expenditure items. As fiscal constraint diminished and 

more monies became available to school districts, the share 

of the budget allocated to the administrative function and 

to capital outlay increased. Budget allocations for support 
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services were not found to depend on district fiscal 

constraint. The results of the study clearly show that 

school districts use the budget to direct resources toward 

instruction. This confirms that school district officials 

continue to view instruction as the central mission of their 

educational operations. 

The study of school districts budgets is an area that 

has received very little attention. Resource allocation has 

not been a major theme of the educational reform movement 

even though many state education reforms were accompanied 

with additional new funds. The literature suggests general 

spending patterns for the major functional areas in school 

district budgets. What is not well documented is how 

districts of differing characteristics allocate their 

financial resource's. 

The School Finance Reform Movement 

Fuhrman and Elmore (1990) indicated that state 

education reform movements of the 1980s increased the 

proportion of funding provided by the states. In virtually 

every state, the reform movement resulted in new legislation 

or state board regulation designed to increase standards for 

students; to revise teacher licensure, training, and 

compensation; and to enhance knowledge about school 

performance. The new policies addressed core educational 

functions that had not previously received much attention by 

37 



governors and legislators. Examples of these core 

educational functions are such things as accountability for 

student performance, course offerings, and more attention to 

the knowledge and skills addressed by standardized tests. 

Eguity 

Even though equity is not a part of this actual study, 

its relationship with school district spending is vital. 

The role of equity is a distinguishing characteristic of 

school finance policy and analysis because it constantly 

shapes policy initiatives and research. Equity issues still 

remain important, but the attention of research has now been 

shifted to the allocation of resources and the questions of 

which resources affect learning. 

Berne and Stiefel (1984) defined equity from the 

perspectives of both children and taxpayers as well as in 

the distribution of different objects among children 

(dollars, resources, or other inputs; educational outputs; 

life outcomes) and aunong taxpayers (tax burdens, net 

benefits). They also recognized three major equity 

principles for children—horizontal equity, vertical equity, 

and equal opportunity or neutrality. Horizontal equity 

refers to the degree to which the finance system provides 

equal revenues to all pupils. Vertical equity is concerned 

with the recognition of unequal costs of school districts. 

Fiscal neutrality is the extent to which the finance system 
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provides equal revenues for equal tax effort (Berne and 

Stiefel, 1984; Stevens, 1989). 

Adequacy is another aspect of equity. It is possible 

to design a school finance system that meets all the 

criteria for equity in the distribution of revenues, but 

does not provide adequate funding (Berne and Stiefel, 1984; 

Stevens, 1989). Adequacy can be defined only relative to 

specified goals or standards, and there is no objective or 

scientific way to determine which goals or standards should 

prevail (Barro, 1987)./Taxpayer equity refers to how evenly 

the tax burden for financing public education is distributed 

(Berne and Stiefel, 1984; Stevens, 1989). Efforts in the 

last two decades to reform the financing of public schools 

have focused on three definitions of equity: the first 

attempts to equalize school districts' capacity to raise 

revenue; the second attempts to equalize actual dollars 

spent eimong school districts; and the third attempts to 

distribute dollars according to input measures of need such 

as poverty. The implementation of these kinds of equity— 

while difficult—has been successful in some states in 

lessening the discrepancy in wealth and expenditure levels 

among school districts (Weikart and Buoncristiano, 1984). 

The school finance reform movement of the 1970s and 1980s 

resulted in equity studies in Texas (Verstegen, 1987); 

Virginia (Verstegen and Salmon, 1989 and 1991); Pennsylvania 
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(Sample and Hartman, 1990); Indiana (Wood et al., 1990); 

Oregon (Crampton, 1991); and Ohio (Porter, 1991). 

When the decade of the 1970s began, intense public 

interest was building in the area of fiscal equity in school 

finance because of litigation. School finance researchers 

functioned as inventors and system designers as well as 

analysts. They introduced new kinds of school finance 

systems and formulas and developed the criteria needed to 

make them work (Barro, 1987). In analyzing the reform 

movement of the 1970s, Brown and Elmore (1982) asserted that 

while the main concern was that of equity, reformers 

themselves did not agree on what equity meant. One 

objective of reform was held to be equal fiscal 

opportunities, while another objective was thought to be 

equal fiscal outcomes. The first view accepted some 

disparity in tax rates and expenditures, so long as voters 

who chose to tax themselves at the same level, would receive 

the same revenues, thus reducing the relationship between 

wealth and expenditures. The second view asserted that 

reduction in disparity of taxes and expenditures was the 

main objective, independent of the preferences of the local 

voters. 

Effects of reform have varied widely with respect to 

fiscal equity. Given contradictory equity goals, it is not 

surprising that the success of reform depends in a large 

part on how one chooses to define and measure impact. In an 
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early multistate study, L. Brown et al. (1978) found that 

ten of nineteen reform states had reduced expenditure 

disparities between 1971 and 1975, but that four of these 

still had eimong the highest disparities in the country; 

thirteen had reduced wealth-related expenditures by at least 

five percent; but only eight had made at least some progress 

toward the objectives of tax reduction and expenditure 

disparities. Later studies confirmed these mixed results. 

Carroll's (1979) five-state study found little reduction in 

revenue and expenditure disparities among districts, but a 

significant reduction in tax rate disparities. Hickrod, 

Chaudhari, and Lundeen (1980) found in a three-state study 

uneven effects in wealth-related expenditure disparities, 

but mixed effects when these disparities were controlled for 

tax effort. Studying the impact of reform in five states 

over several years, P. Brown (1981) found varying impacts of 

reform on expenditure and tax disparities within the same 

state depending on the year of analysis because of gradual 

implementation of reform measures and adjustments made after 

the results of reform were known. The equity effects of 

reform have depended upon the content of reform measures, 

the index of equity used, and the period of time during 

which analyses were made (Brown and Elmore, 1982). 

Verstegen (1987) examined the equity of the Texas 

finance system in 1986. Her analysis showed that 

interdistrict inequality was reduced substantially between 

41 



1976 and 1986 because of a result of the 1983 reforms 

coupled with a massive infusion of new state funds. 

Verstegen and Salmon (1989) studied fiscal equity in 

Virginia. They found that the new financing scheme was 

unable to mitigate large and increasing disparities in 

revenue for education between more and less affluent 

localities and a strong and growing linkage between revenue 

and local wealth. They concluded that the quality of 

education a youngster receives in Virginia is a function of 

the wealth of his parents and neighbors, rather than the 

wealth of the state as a whole. Sconple and Hartman (1990) 

concluded that the school finance system of Pennsylvania in 

1986-87 was not equitable. The fiscal disparity existed 

despite a substantial increase in state aid and a 

distribution formula that was believed to be equalized. An 

Indiana study conducted by Wood, Honeyman, and Bryers (1990) 

showed that as of the 1985-86 school year, fiscal inequity 

existed for pupils and taxpayers. The researchers concluded 

that the public policy in Indiana of limiting local property 

tax levies in order to support public education has led to 

greater fiscal inequity over time. Crampton's 1991 study in 

Oregon also provided evidence that the per-pupil expenditure 

had widened considerably to illustrate a movement away from 

equity. A study in Ohio by Porter (1991) had basically the 

scune result as the others: a movement away from equity. 
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Until about 1980, the issues surrounding public school 

finance remained the same. They were fiscal in nature, and 

included spending inequalities related to differences in 

school district property wealth per pupil, technicalities 

related to various state equalization formulas, funding 

structures that recognized higher costs for special student 

populations, and state local tax levels and burdens by 

income class, where applicable. The major concern was how 

to finance public education more equitably. Stimulated 

largely be legal action mandating change, school finance 

reform with respect to these issues became top legislative 

priority in nearly all states in the 1970s (Odden, 1986). 

Weikart and Buoncristiano (1984) stated that traditional 

school finance reform proved to be difficult in the 1970s 

because the public dollars became more scarce and competing 

interests sought to capture the few dollars available. The 

education reform movement of the 1980s, created in response 

to our nation's perceived lack of economic competitiveness, 

focused on excellence and quality issues (Ward and Camp, 

1988). Barro (1989) indicated from his research that since 

1980, there has been no discernible further progress in 

improving equity concepts and measures. This would be 

expected and acceptable if the mission had been accomplished 

in the 1970s and the outstanding problems solved, but that 

was not the case. The question of what constitutes equity 

in financing districts or schools with unequal educational 
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needs has never been dealt with satisfactorily; nor has the 

related question of how differences in costs of educational 

services should be taken into account. 

The concern with equity in school finance occurred for 

a number of reasons, most notably litigation. New kinds of 

school finance systems and formulas have been developed in 

the past two decades. Equity studies conducted throughout 

the United States have led to mixed results. In most cases, 

however, fiscal disparities continue to exist despite 

litigation and legislation. The national education reforms 

and the massive infusion of new state funds have helped to 

reduce disparities in revenue for education in some states, 

but not in others. 

Litigation 

School finance court decisions have an effect on school 

districts and how they are able to spend their money. Since 

equity studies showed that school districts across the 

country are not being treated equitably, litigation has come 

to play a very important role in shaping state school 

finance policies. There is no available literature, 

however, on budgeting and spending patterns eimong school 

districts before and after litigation. Table 2.1 

illustrates those state systems of school finance that have 

been ruled unconstitutional. A complete review of school 

finance litigation is beyond the scope of this study. 
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Table 2.1 

State Systems of School Finance 
That Have Been Ruled 
Unconstitutional 

State 

California 

New Jersey 

Connecticut 

Washington 

Wyoming 

West Virginia 

Arkansas 

Texas 

Montana 

Kentucky 

New Jersey 

Year 

1978 

Court Case 

1971 Serrano v. Priest 

1973 Robinson v. Cahill 

1977 Horton v. Meskill 

Seattle v. State 

1980 Washakie County School District #1 v 

Herschler 

1982 Pauley v. Kelly 

1983 DuPree v. Alma School District 

1984 Edgewood v. Kirbv 

1989 Helena Elementary School District 

No. 1 et al. V. Montana 

1989 Rose v. Council for Better Education 

1990 Abbott V. Burke 
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Texas School Finance Litigation 

The 1980s continued to be a period of self-exeunination 

and reform for education in Texas, and the nation as a 

whole. In November of 1982, the first Select Committee on 

Public Education produced a series of reports on the Texas 

education system. These reports included recommendations 

for changes in the state's financing structure as well as 

recommendations for further study. In 1983, a second Select 

Committee, chaired and financially supported by H. Ross 

Perot of Dallas, issued additional reports. The committee, 

composed of legislators, state officials, administrators, 

and educators from the public schools and institutions of 

higher education, brought together a group of individuals as 

large and diverse as the concerns they sought to address. 

The reports of the Committee, which called for a more 

equalized school finance structure, more emphasis on 

education in the early grades, and more educational 

accountability, combined with legislative efforts of the 

past decade to form the basis for House Bill 72, the 

comprehensive education reform package enacted by a special 

session of the Texas Legislature in 1984 (Haas, 1987). 

Texas is a good representative of those states whose 

school finance systems have been ruled unconstitutional. 

This is because considerable litigation was experienced in 

school finance during the last two decades in Texas, and 

continuing judicial activity in public school finance with 
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respect to equity will continue in the 1990s as is evidenced 

by Edgewood v. Kirbv (1984). On June 1, 1987, the trial 

court (Edgewood I.S.D. v. Kirby, 1987) held the school 

finance system of the state of Texas unconstitutional on 

both equal protection grounds and the efficiency clause of 

the state's education article. On appeal (Kirby v. Edgewood 

1»S.D., 1988), a state appellate court reversed the ruling 

by a 2-1 margin by declining to apply a strict scrutiny 

standard to the case and by finding a rational basis for the 

Texas system in the necessity of maintaining local control 

of schools. The Court of Appeals also determined that the 

meaning of efficient was a political question for the state 

legislature, not a judicial question for the courts. On 

October 2, 1989 (Edgewood I.S.D. v. Kirbv, 1989), the Texas 

Supreme Court unanimously (9-0) reversed the appeals court 

and affirmed the trial court's decision with important 

modifications. 

The 71st Texas Legislature, in June 1990 during a 

specially called session, adopted a compromise school 

funding package referred to as Senate Bill 1 (Special 

Session, 71st Texas Legislature, 1990). But, after hearing 

arguments in July 1990 from attorneys on both sides of the 

Edgewood I.S.D. v. Kirbv lawsuit. State District Judge F. 

Scott McCown on September 25, 1990 ruled against the school 

finance section of Senate Bill 1 and gave the ruling that 

the state lawmakers must develop an equitable school funding 
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plan. McCown gave the 72nd Texas Legislature until 

September 1, 1991, to come up with a new school finance 

system. This ruling was appealed directly to the Texas 

Supreme Court. On January 22, 1991, the Texas Supreme Court 

ruled unanimously that Senate Bill 1 was still 

unconstitutional. The 72nd Texas Legislature had until 

April 1, 1991, to come up with a suitable plan. The plan 

that was passed underwent litigation because the wealthy 

districts filed a suit saying that their money cannot be 

given to poor districts. The State Supreme Court in 

November of 1991 ruled by a 7-2 vote that the County 

Education Districts (CEDs) established to redistribute local 

school tax revenue on a county-wide property tax—and voters 

did not authorize the education districts. A new 

constitutional plan must be approved by June 1, 1993 that 

the 73rd Texas Legislature must design. 

Litigation has played a very important role in the 

study of school finance reform. Litigation has been 

occurring in the United States during the last two decades. 

Litigation has played a key role in leading to school 

reforms because of the equity issue and the factors 

resulting from effective schools research. School finance 

court decisions have affected state school funding 

practices, but little is known about how different school 

districts allocate their financial resources. 
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The Texas System of School Finance 

Texas, like the other states, has undergone many 

finance changes in providing funding for the school 

districts. States are required to provide financial aid to 

local school districts so that children will be provided 

with educational opportunities. The purpose of this study 

was to exeonine what the differences in expenditures per 

student aanong Texas school districts mean in terms of 

resources provided to students; therefore, it is necessary 

to review the Texas system of school finance. The review 

shows what changes in funding the state has undergone before 

the passing of House Bill 72. 

There has been significant interest in the finance of 

public education for most of the twentieth century. In 

1905, Ellwood Cubberly asserted that states should provide 

aid to local school districts, and this aid should be 

distributed on the basis of both effort and need. From this 

basic assertion that states should provide financial aid to 

local school districts so that children will be provided 

with educational opportunities, a variety of approaches to 

state aid and equalization in school finance have arisen 

(Haas, 1987). 

Funding for education in Texas comes from both state 

and local sources. Local funding is derived from taxes on 

district property wealth. Funds provided by the state are 

from biennial legislative appropriations and the Permanent 
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and Available School Funds. The Permanent School Fund 

constitutes a "perpetual endowment for the free public 

schools of Texas" (Texas Education Code, 1985). The fund 

consists of land and properties appropriated for the public 

schools, and the proceeds from the sale of land or property, 

as well as all investments and mineral rights associated 

with those properties. The Available School Fund consists 

of all interest, dividends, and rents collected on Permanent 

School Fund investments and land. While the Permanent 

School Fund remains intact, the Available School Fund is 

apportioned annually to all school districts on the basis of 

enrollment. Even if a district receives no other state aid, 

it is entitled to receive an Available School Fund payment 

for each student enrolled (Haas, 1987). If a locality could 

raise the necessary funds from local property taxes, it 

could provide whatever programs it wished. If the dollars 

were not available, the programs, and perhaps even the 

school, did not exist. As the state grew, and as a basic 

education became more important, the state began requiring 

more from its emerging school districts. Through the years, 

state funds grew, as did state requirements, regulations, 

and policies. Constituent support groups emanated from the 

rapidly developing diverse interests and populations, and so 

began the evolution of a complicated and, at times, 

confounding series of state formulas and guidelines (Thomas 

and Walker, 1982). 
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Early development of a system of school finance in 

Texas was very slow. Emphasis on education as a value was 

marginal, and education of the masses was an alien 

philosophy to most persons. In the last two decades of the 

nineteenth century, state involvement began with the rise of 

towns and development of an educational system. Urban 

schools were able to raise local tax dollars which caused 

gross inequities with rural schools (Yudof and Morgan, 

1974). Although the state attempted to equalize 

opportunities eimong its schools, its support system was 

inadequate to accomplish the task. It was not until after 

World War II that the state was forced into educational 

finance reform through the Gilmer-Aiken laws of 1949. The 

legislation established the Minimum Foundation Progrsim, a 

basic finance program that was basically unchanged until the 

post-Rodriguez era (Thomas and Walker, 1982). 

When the 64th Texas Legislature convened in January, 

1975, school finance headed the list of major issues 

confronting the legislators, and arguments revolved around 

equalization. Major proposals or study findings were 

presented by (1) the Governor's Office of Educational 

Research and Planning, (2) a senate study panel, (3) several 

house study groups, (4) the State Board of Education, (5) 

the Texas Research League, (6) the Legislative Property Tax 

Committee, and (7) the Texas Advisory Commission on 

Intergovernmental Relations. The 64th Legislature passed 
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House Bill 1126. House Bill 1126 made notable revisions in 

the state's financing plan, especially with the addition of 

state equalization aid (SEA) under a renamed foundation plan 

called the Foundation School Program (FSP). This aid 

initially was extended, on a formula basis, to all districts 

with property value per average daily attendance (ADA) that 

was less than 125 percent of the state-wide property value 

per ADA (Thomas and Walker, 1982). 

Texas is a good excimple of a reform state that infused 

new monies (1984-85 legislature increased resources by a 

billion dollars and local districts added another $519 

million by increasing local property taxes) into the school 

districts as a result of House Bill 72 in 1984. A special 

session of the 68th Texas Legislature in June, 1984 brought 

about significant reform to the public school finance 

structure of Texas in the form of House Bill 72 (Walker, 

1985). House Bill 72 was designed to further equalize 

spending and reduce discrepancies between rich and poor 

districts in Texas. One of the main provisions for 

equalization was to change the state-local share under the 

Foundation School Program that had previously been enacted 

in House Bill 1126 in 1975 (Haas, 1987). 

House Bill 72 instituted a fundamental change in the 

school finance law by shifting the basis for the 

distribution of funds from adjusted personnel units to 

weighted pupil units. Average daily attendance (ADA) 
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remained the basic student count method, except for students 

in special education and vocational education (weighted 

students), who are counted in contact hours. A 

controversial aspect of the new finance plan was the 

inclusion of a price differential index (PDI). The PDI was 

designed to reflect geographic variations in resource costs 

that were caused by factors beyond the local school 

district's control. The per pupil allotment of state funds 

for each district was adjusted by the PDI. The method for 

calculating a local district's share of funds from the 

foundation program was also altered by House Bill 72. Each 

district was required to accept a proportionate share of the 

state-wide, local fund assignment (LFA) based on local 

taxable value as a percentage of state taxable value 

(Sparkman, 1986a). 

In 1984, House Bill 72 set a new minimum salary 

schedule which raised teacher salaries by as much as 37 

percent. It also established a career ladder for teachers 

and reduced class sizes in grades kindergarten through four 

to 22-to-l (Haas, 1987). The major components of this 

legislation involved recommendations from the Select 

Committee on Public Education chaired by H. Ross Perot. 

Perot used his personal funds to employ a team of lobbyists 

to work the Legislature in support of the proposals. It was 

reported that legislative committee chairmen were threatened 

with the loss of their committee chairs if they failed to 
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support the legislation (Sparkman, 1986a). The major points 

of House Bill 72 were increased teacher salaries, a more 

equalized method of distributing state aid, increased 

equalization aid, mandated new progrcims, and a state tax 

increase of 4.9 billion dollars over a three-year period 

(Walker, 1985). 

Other changes have occurred in public school finance in 

Texas since House Bill 72. The 71st Texas Legislature in 

1989 passed Senate Bill 1019 that added new funding ($450 

million for the biennium) to a system that had received no 

new monies for four years except for funding arising from 

student population growth. This was because of one of the 

major provisions included in House Bill 72, which indicated 

a period of funding for only three years. The Texas system 

in 1989-90 was a two-tiered foundation progrcim providing 

effort-based equal yield per weighted pupil at each level. 

The first tier of the foundation program in 1989 guaranteed 

about $50 per weighted ADA per penny of maintenance tax 

effort up to a required minimum rate (local share rate), 

reverse calculated from a state-wide local share of 33.3 

percent of state first tier costs. In 1989-90, this 

required minimum rate was about 34 cents per $100 

(equalized). The power equalized second tier of the 

foundation program was calculated to improve the ex ante 

fiscal neutrality of the system by providing equal yield for 

equal effort beyond the minimum tax rate, up to a specified 
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limit. For the 1989-90 school year, the guaranteed yield 

was $18.25 per weighted pupil per penny of total tax effort 

for up to 36 cents of tax rate above the required rate 

(Walker and Thompson, 1990). 

The Texas system of funding school districts has 

undergone many changes in the past century. Each school 

district had the ability to raise the funds necessary to 

provide whatever progrsims it wished. As the state grew, 

more and more was demanded by the state. This led to many 

educational finance reforms of which the Gilmer-Aiken laws 

of 1949 could be considered as the first major reform. 

Equalization beccime a major factor in the mid-1970s. The 

Foundation School Program plan was implemented during this 

period. House Bill 72 in 1984 was designed to further 

equalize spending and reduce discrepancies between rich and 

poor school districts. The distribution of funds changed 

from adjusted personnel units to weighted pupil units. 

Recently Senate Bill 1019 in 1989 provided new funding on a 

two-tiered foundation program designed on an effort-based 

equal yield per weighted pupil at each level. 

Texas Equity Studies Relating To 
House Bill 72 

The following two studies have importance to this study 

because of their emphasis of examining the impact of House 

Bill 72. These studies provide information that can be used 
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to help substantiate the findings of this study. Since 

1983, the focus of school finance has shifted to the intra

district allocation of resources and the questions of which 

resources affect learning. If we know how money is being 

spent by the school districts, then conclusions can be drawn 

as to how effective House Bill 72 has been in providing more 

money equitably. 

Strain (1985) conducted a study concerning expenditure 

patterns in Texas public schools. She had as her primary 

goal to see if House Bill 72 achieved greater equity in the 

school finance system during the first year of the 

implementation of the new law. Results indicated that 

substantial improvements were made in reducing the disparity 

in per-pupil revenues in the first year after the passage of 

House Bill 72, but that relationship between wealth and 

revenue remained approximately as strong in 1984-85 as it 

was in 1983-84. Debt service revenue made little or no 

difference in any of the equity measures. In general, 

smaller, less urban districts saw greater increases in both 

state aid and total revenue. Poorer districts of all sizes 

and types received the greatest increases. 

A similar study has been completed by Clark (1990). 

Her purposes in her investigation were: (1) to determine if 

a greater degree of equalization of finances of the public 

schools of Texas had been achieved under House Bill 72 than 

under previous state law, and (2) to determine if there were 
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any differences in the degrees of equalization among the 

largest districts with the lowest wealth, and the districts 

with the highest wealth in Texas. Her findings indicated 

that since the implementation of House Bill 72 in 1984, the 

state of Texas has moved toward the goal of providing more 

money equitably. The poor and large districts have made 

substantial gains in providing more money for students and 

are currently very near the state average in per pupil 

expenditures. The inconsistent financial values found in 

Texas were expected because of the declining economy due to 

decreasing oil prices and that school districts have been 

required to fund a disproportionate share of total 

expenditures. 

Quantitative Studies of Effective Schools 

This study did not investigate the cost-quality 

relationship in public education; however, there has been a 

major line of research that has explored this important 

issue. Because this represents an important research area, 

a review of the major studies are included. 

As the current quality of American public schools is 

being assessed, the sources of educational effectiveness 

must also be examined. Most educators must try to improve 

the quality of public schools without additional funds. 

There is evidence that achievement can be changed by 

manipulating within school variables with the existing 

57 



resources, through the Instructionally Effective Schools' 

(lES) approach (Mann and Lawrence, 1983). Some factors 

found to be common among instructionally effective schools 

are teacher behavior and characteristics, student body 

composition variables, school learning climate, pupil 

evaluation, and curriculum materials. Table 2.2 provides 

additional information about these factors and how they 

relate to instructionally effective schools. While more 

money is desirable, the analysis indicates that there are 

substantial improvements which can be made within existing 

resources. In the past, the political circumstances of the 

public schools permitted administrators and school boards to 

promise better achievement once the local school districts 

received more money. Things have changed and more support 

now depends on better performance. Omitting to make 

improvements until the public becomes more fiscally generous 

has the unfortunate consequence of holding another 

generation of children hostage to a more forgiving climate 

of public opinion (Mann and Inman, 1984). 

Murnane (1983) conducted research on quantitative 

studies of school effectiveness. He asked the following: 

1. Are there systematic differences in the quality of 

education provided in public schools? 

2. What school resources really make a difference? 

3. What are the best instructional strategies? 

4. What public policies should be implemented to 
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Table 2.2 

Factors of the Instructionally 
Effective School 

Factors Characteristics 

Teacher 
characteristics 
and behavior 

1. Effective teachers do not let their 
teaching be shaped by what they like or 
dislike. 

Administrator 
characteristics 
and behavior 

2. Effective teachers hold students 
accountable for assignments, handle 
problems simultaneously, keep the pace 
brisk, and monitor student seatwork. 

1. Effective principals must be involved 
in more curriculum development and 
evaluation, more teacher supervision, 
more staff development, and be more 
involved with the school's teaching and 
learning mission. 

2. Effective principals must set high 
standards and protect teachers from 
unreasonable demands. 

Student body 
composition 
variables 

School 
learning 
climate 

1. There are strong effects on 
achievement for a given child according 
to the social class of the student's 
classmates. 

2. Big elementary schools diminish 
achievement a little, all girl schools 
help girls and women develop more of 
their potential, and that homogeneous 
ability grouping diminishes overall 
achievement. 

3. Parent and feonily related factors 
can become school variables. There 
were slight achievement effects from 
mothers in fulltime paid employment 
and from large families with closely 
spaced children. 

1. The staff believes in the educability 
of all students served by the school. 

59 



Factors 

School 
learning 
climate 
(continued) 

Pupil 
evaluation 

Curriculum 
materials 

Table 2.2 

Continued 

Characteristics 

2. Teachers believe that all children 
can learn and they can teach all 
children. 

3. The staff must share understanding of 
the school's purpose and a common effort 
in that direction. 

4. Collaborative planning and 
participatory decision making must occur. 

5. Administrators must sacrifice some of 
their business management activities in 
favor of instructional leadership. 

1. Reporting of test data must be broken 
down by students' social class to allow 
for setting and modifying goals. 

2. Emphasis must be placed on the use of 
tests in conjunction with classroom 
instruction. 

1. Contribution of curriculum materials 
is relatively slight in determining an 
effective school. 

2. Recent history of school reform shows 
more improvement in the process of 
gaining entry to the school and working 
with teachers than it does improvement 
in the content, substance, or product of 
those changes. 

(Mann and Lawrence, 1983) 
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improve the quality of education provided to 

disadvantaged children? 

Murnane indicated that a large number of quantitative 

studies of the relationship between school resources and 

student achievement have been conducted. Some are called 

input-output studies, others educational production function 

studies, and others simply multi-variate studies of school 

effectiveness. In these studies, definitions of school 

resources and measures of student achievement have differed. 

Despite these differences, these studies share a basic 

methodology and can be viewed as excimples of a particular 

research approach—quantitative studies of school 

effectiveness. This research strategy can be viewed as a 

snapshot of a school system at work. 

Murnane's research has shown that educators have 

learned the importance of using the individual child as the 

unit of observation; of using children's progress as the 

measure of school effectiveness (instead of the student's 

achievement level); and of identifying the school resources 

that each child actually receives (rather than using the 

average resources present in the school or the school 

district). In addition, the definition of school resources 

has become much broader and more sophisticated. Early 

studies focused on physical facilities, library books, 

student-teacher ratios, and school size. In recent studies, 

the definition of resources has been expanded to include 
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certain characteristics of teachers and classmates, 

indicators of teacher quality, the eimount of time devoted to 

learning tasks, and instructional techniques and curricula. 

The most notable finding from quantitative studies of 

school effectiveness is that there are significant 

differences in the amount of learning taking place in 

different schools and in different classrooms within the 

same school, even among inner city schools, even after 

taking into account the skills and backgrounds that children 

bring to school (Hanushek, 1971; Murnane, 1975; Armor et 

al., 1976; and Phillips, 1981). Having determined that more 

learning takes place in some schools and classrooms than 

others, researchers turned to the question of whether 

differences in school effectiveness can be explained by 

differences in school resources. There is no consensus 

regarding the role of any school resource in contributing to 

student achievement. However, a judicious interpretation of 

the evidence does suggest tentative conclusions (Murnane, 

1983). Table 2.3 serves as a source of information 

concerning the various individual resources associated with 

quantitative studies of effective schools. This information 

has been compiled from Murnane's 1983 study. He had done 

extensive research on these quantitative studies. Murnane's 

work is legitimate and there is no quarrel as to what he 

says is right. There is no one that has disputed his work 
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Table 2.3 

Quantitative Studies Research 

School Resources 

Teachers 

Peer 
groups 

Quantitative Studies Research Results 

1. Quality of the college the teacher 
attended tends to be significant 
(Winkler, 1975; Summers and Wolfe, 1977). 

2. Teachers with some experience are 
more effective than teachers with no 
experience, with the greatest gains in 
competence coming during the first two 
years (Hanushek, 1972; Murnane, 1975; 
Murnane and Phillips, 1981). 

3. Teachers with high expectations for 
their students are effective in helping 
children to acquire cognitive skills 
(Link and Ratledge, 1979). 

4. There are significant interaction 
effects between the characteristics of 
teachers and the characteristics of 
students. Some teachers are more 
effective with certain types of students 
than with other types of students 
(Summers and Wolfe, 1977; Kiesling, 
1979). 

5. Teachers with master's degrees are 
no more effective on the average than 
teachers with bachelor's degrees. 
Teachers who voluntarily attended 
postgraduate courses are particularly 
effective (Hanushek, 1971). 

1. Elementary school children with low 
initial skill levels who attend schools 
in which the average achievement level is 
relatively high make more progress than 
such children who attend schools in which 
the average achievement level is 
relatively low (Summers and Wolfe, 1977; 
Henderson, et al., 1978). 

2. Students from low socioeconomic 
status (SES) families who attend schools 
with a high proportion of high SES 
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Table 2.3 

Continued 

School Resources 

Peer 
groups 
(continued) 

Class 
size 

Instructional 
time 

Ouantitative Studies Research Results 

students make more progress than students 
who attend schools in which most children 
come from low SES families (Winkler, 
1975; Murnane, 1983). 

3. Evidence suggests that both black and 
white students who attend schools in 
which the racial composition is in the 
40-60 percent range make more progress 
than students in schools that are 
segregated by race (Summers and Wolfe, 
1977). 

4. The progress of children with high 
initial test scores was not subsequently 
affected by the ability distribution of 
the children in their schools (Summers 
and Wolfe, 1977). 

5. Children with high initial test 
scores gained just as much from being 
in class in which the average achievement 
level was high as did children with low 
initial test scores (Henderson, et al., 
1978) . 

1. Average student achievement was 
higher in very small classes than in 
classes with twenty or more students 
(Glass and Smith, 1978). 

2. Average student achievement in 
classes with twenty students was only 
marginally higher than average 
achievement in classes with thirty or 
forty students (Glass and Smith, 1978). 

Difficult to interpret because the 
analyses have used different definitions 
of time, including: 
1. The amount of time children spend in 
school (Wiley and Harnischfeger, 1979), 

2. The amount of time devoted to basic 
skill development (Kiesling, 1979), and 
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Table 2.3 

Continued 

S c h o o l Resourr!f>s 

Instructional 
time 
(continued) 

Physical 
facilities 

Instructional 
strategies 
and 
curricula 

Quantitative Studies Research Results 

3. The amount of time children spend "on 
task," actually working at basic skill 
development (Bloom, 1974; Thomas, 1977). 

Physical facilities played a prominent 
role in early school effectiveness 
research because they were the capital in 
the production process, and capital played 
a central role in the economic models from 
which this research stemmed. However, 
early studies did not find these 
indicators of capital to be systematically 
related to student achievement. Thus, the 
current conclusion is that the physical 
resources available in a school in a 
particular year are not systematically 
related to the achievement of the students 
in that year (Murnane, 1983). 

Over time the initial enthusiasm for 
identifying and documenting superior 
instructional strategies and curricula 
waned because time after time, the success 
of a particular program was not replicated 
in other sites, or even maintained at the 
original site over a period of time. 
Dismay over the inability to replicate 
successes led analysts to explore the 
source of the problem: the same curricula 
and instructional strategies were used in 
very different ways in different sites 
(Murnane, 1983). 
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(Purkey and Smith, 1983; Rosenholtz, 1985; MacPhail-Wilcox 

and King, 1986; and Rossmiller, 1987). 

Murnane (1983) concluded that the most important lesson 

learned from quantitative research on the determinants of 

school effectiveness is that schools make a difference. 

Even in inner cities in which virtually all of the children 

attending public school come from relatively poor fcimilies, 

there are important differences in the cimount of student 

learning taking place in different schools and classrooms in 

the same school. A second lesson is that teachers are a 

critical resource. Children learn more when they are taught 

by talented, highly motivated teachers who believe that 

students can learn and who structure the school day so that 

students spend large amounts of time on tasks. Research 

results also indicate that the composition of the student 

body matters. Several studies have indicated that 

disadvantaged children who attend schools which served a 

significant number of children from more advantaged 

backgrounds profited from the experience (Murnane, 1983). 

Quantitative research on school effectiveness indicates 

that the primary resources are teachers and students. 

Physical facilities, class size, instructional strategies, 

and curricula can be seen as secondary resources that affect 

student learning through their influence on the behavior of 

teachers and students. Other research indicates that 
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principals should also be considered among the primary 

school resources that affect student achievement. 

Other researchers have conducted studies associated 

with school effectiveness. Among them are Purkey and Smith 

who in 1983 used information from other studies to describe 

the components of an effective school using two groups of 

variables. The first group is comprised of organizational 

and instructional variables; the second is comprised of 

process variables. In their view, the first group of 

variables can be established by administrative and 

bureaucratic means, but the second group is related to the 

climate and culture of the school and cannot be put in place 

by edict or through bureaucratic manipulations. MacPhail-

Wilcox and King (1986) concluded that resource allocation 

research at all levels of analysis indicates strong 

relations between the quantity and quality of resources 

available and such demographic variables as wealth, 

socioeconomic status, and racial composition. Rossmiller 

(1987) indicated that two distinct lines of research are 

discernible in the research on school effectiveness. One 

line of research is characterized by quantitative studies 

using multivariate statistical analysis; while the other 

takes a more qualitative approach in the search for school 

effectiveness. He went on to conclude that there is 

evidence that a number of variables do affect student 

achievement. Among them are school leadership, composition 
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of the school's student body, academic emphasis within the 

school and classroom, classroom management and discipline, 

use of time in school, and the home environment of the 

student. Most of these variables relate much more to the 

way in which resources are used rather than to the level of 

resources per se. This lends support to the view that 

adequate resources are necessary, but not significant, to 

insure increased student achievement, and also lending 

credence to the equity issues. 

The foregoing information leads up to what this study 

examined. This study examined what the differences in 

expenditures per student among Texas school districts mean 

in terms of resources provided to students. What do high 

spending districts buy? What do low spending districts buy? 

Is the money used for administrative or instructional 

programs, or are school districts just paying more for the 

same things? Understanding how educational dollars are used 

helps reveal the relationship between money and programs in 

school districts. 
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CHAPTER III 

PROCEDURES AND PRESENTATION OF THE DATA 

The purpose of this study was to examine what the 

differences in expenditures per student among Texas school 

districts mean in terms of resources provided to students. 

This study examined expenditure patterns among school 

districts of different wealth categories over a three year 

period in Texas. The school districts were categorized 

according to local property wealth as rich, middle, and 

poor. The three years corresponded to one year before House 

Bill 72 in Texas and two years after the school reform 

legislation. 

The purpose of this chapter is to describe the research 

procedures. Phases of the study are outlined; the 

population is defined; statistical strategies are 

identified; and data are presented. 

Source of the Data 

In phase one, a review of previous research was 

conducted to determine relevant school finance and school 

budget literature. After the review of previous literature 

was accomplished, it was discovered that there has been very 

few studies conducted on how school districts spend their 

money in terms of resources provided to students. Odden 

(1986) and Barro (1989) concluded in their studies that 

69 



resource allocation has not been a major theme of 

educational reform. Both researchers determined in their 

studies that very little research has been conducted on what 

education reform dollars are spent on in local school 

districts. They further stipulated that identifying which 

reform objectives received fiscal support in local school 

districts should become a key element in the assessment of 

the impact of educational finance reforms. Hartman (1988a) 

designed a study to investigate the relationship between 

expenditures and resources. It focused on the choices of 

resources made by school districts with varying expenditure 

levels to see whether districts with more available funds 

spend them on resources which were presumed to influence or 

enhance educational outcomes for the students. In this way, 

his study excimined the purchasing behaviors of school 

districts for consistency with a belief in a cost/quality 

relationship in education. This study was patterned after 

Hartman's study. Its purpose was to examine what the 

differences in expenditures per student among Texas school 

districts mean in terms of resources provided to students. 

What do high spending districts buy? What do low spending 

districts buy? Understanding how educational dollars are 

used helps reveal the relationship between money and 

progrcims in the school districts. 

School districts must develop budgets yearly. Again, 

the review of literature indicates that there has been 
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little study of school budgeting. The Alkin and Stecher 

(1983) study represents the starting point for studying 

budgeting. The purpose of their study was to identify 

typical budget allocation patterns, and the actual funding 

levels for the various categories at the end of the fiscal 

year. These researchers were interested in comparing 

budgeted amounts with the actual expenditures as an 

evaluation tool. Smith and Smith (1985) conducted similar 

studies on school district budgeting procedures. The 

purpose of their study was to describe and compare budgeted 

cimounts and actual expenditures for selected spending 

categories aanong school districts. Hartman and Rivenburg 

(1985) focused their study on Oregon school districts. The 

study centered on the expenditure-related actions school 

districts have taken in dealing with fiscal constraint. 

Results showed that approximately 75 percent of the budgets 

were composed of personnel costs. Most of the personnel 

costs were for instructional personnel rather than 

administrative or support staff. The findings of the study 

also indicated that school districts varied their budget 

choices according to the degree of fiscal constraint they 

experienced. When fiscal constraint was greatest, the 

budget allocation patterns favored instruction over other 

budget functions and personnel expenditures were given 

priority over other object of expenditure items. As fiscal 

constraint diminished and more monies became available to 
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school districts, the share of the budget allocated to the 

administrative function and to capital outlay increased. 

The foregoing studies helped this study by providing 

information that can be used in analyzing the results to see 

if any similar results can be determined. As these studies 

have suggested, there has been almost no empirical studies 

conducted on resource allocation across budget categories. 

The studies have provided useful information for developing 

and guiding the basis of this research. 

Collection of Data 

The Texas Education Agency was contacted to secure all 

financial and budget data. The Resource Planning Division 

provided a master computer file that included all fiscal and 

personnel data that were submitted by each school district 

to the Texas Education Agency for the 1983-84, 1984-85, and 

1989-90 fiscal school years. 

The data were provided in raw numbers with the revenue, 

expenditure, and payroll information in dollar eimounts, 

personnel numbers as full-time equivalents, and student 

counts as absolute numbers. When requests are made by a 

researcher to acquire information from the Texas Education 

Agency, their procedure is to consolidate historic data to 

reflect the current configuration of Texas school districts. 

That is, the process adapts school districts' data 

information (students/personnel and financial data) to 
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reflect any consolidation of school districts that may have 

occurred during the period of time the data are being 

researched. All information provided reflects the 1989-90 

configuration of 1,058 school districts. Information was 

provided for the school districts that were in existence 

during the 1983-84, 1984-85, and 1989-90 school years. 

Student data were extracted from the fall survey (October's 

average daily attendance) for each respective year. 

Personnel data were taken from two methods of collecting 

data. The reason for this was because of the Texas 

Education Agency began collecting school district data by a 

different method in 1987-88. This is the year the Public 

Education Information Management System (PEIMS) data base 

was introduced; therefore, the 1989-90 data were taken from 

the PEIMS data base. The PEIMS data are collected by the 

Texas Education Agency officials. Each local school 

district is required to submit data that includes such 

things as personnel, budget allocations, teacher's daily 

schedules, students assigned per period for any given 

teacher, and student testing results. The data do not 

include those personnel that are shared by two or more 

school districts. The co-op personnel are certified 

teachers that may be employed by Education Service Centers 

or by special education cooperatives (i.e., speech therapist 

or school nurse that travels to two or more school districts 

during a regular work week). For the collection of data, 
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Ccimpus and central office administrators were agglomerated 

into the group of administrators, while paraprofessional and 

support staff were categorized as support staff. 

Sorting the Data and Identifying 
the Variables 

Phase two of the study consisted of sorting the data. 

The Texas Education Agency provided four data files of their 

fiscal files which included extraneous data that had to be 

eliminated. A number of data files were set up in order to 

process the data and to provide a means of checking the 

process. The data files included the following information: 

names of all the school districts (base file), financial 

data (audits file) listing the six objects, the fall survey 

counts of students, and personnel files. The base file is 

the listing of the 1989-90 school district configuration 

that the Agency uses in its reports. The audits file 

contained the accounting information of the following 

objects: aggregated payroll costs, aggregated purchased and 

contracted services, supplies and materials, other operating 

expenses, debt service, and capital outlay. The fall survey 

file contained the fall survey counts of students. The 

personnel file contains staffing information such as full-

time equivalents for teachers, support staff, and 

administration. Each of the files began with the six digit 

county district number. The school districts were arranged 
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in numerical order alphabetically by counties. The first 

three digits represent a particular county. The last three 

digits represent a particular school district within that 

county. The four data files contained data for 1,058 school 

districts. There are two different types of school 

districts in Texas: regular and special. There were 1,052 

regular school districts and six special school districts. 

The six special school districts are those school districts 

located on military installations or operated with finances 

from private sources. These six school districts were 

excluded from the data files for comparison purposes. 

The population for this study consisted of all 1,052 

regular school districts in the State of Texas that were in 

existence during the 1989-90 school year. Three different 

groups of districts were established according to their 

assessed valuation: rich, middle, and poor. Since this 

study was patterned after Hartman's 1988 study, the three 

categories of school districts were divided this way. He 

had his Pennsylvania school districts divided as high, 

middle, and low. These divisions of school districts are 

just as good as dividing them any other way for research 

purposes. These groups were determined by using the PAR 

figure that the Texas Research League provided in their 

1989-90 Bench Marks publication. The Texas Research League 

is a recognized and accepted reporting group in Texas for 

providing financial data. They are a reputable group of 
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researchers who are looked up to for providing basic 

financial and demographic data to school administrators and 

school board members. School officials can use the 

financial and demographic data to communicate local school 

district activities and programs to the public. As shown in 

Table 3.1, the total number of school districts in each 

group were illustrated by the PAR figures. As the school 

districts were grouped, they were given an affluency number 

of 1 (rich), 2 (middle), or 3 (poor). The six special 

districts were grouped with an affluency number of 9 and a 

PAR figure of 9,999. This identification excluded the six 

special school districts from being considered in the study. 

The 1,052 school districts' PAR figures ranged from a high 

of $4,706 to a low of $10. 

The variables for this study were identified. For 

Research Question One, the independent variable is the 

reporting period (school years of 1983-84, 1984-85, or 1989-

90), while the dependent variable is the adjusted total per 

pupil expenditures. Research Questions Two and Three 

involve two independent variables: the reporting periods 

and the levels of property wealth. The dependent variable 

remains the adjusted total per pupil expenditures. 

Data on per pupil expenditures were corrected for the 

effects of inflation from 1983-84 to 1989-90. The mean per 

pupil expenditures were calculated by dividing total 

district expenditures by the number of students in the 
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Table 3.1 

Grouping of Texas School Districts 
by Their PAR Figures 

Group Number 

Rich 

Middle 

Poor 

Total 

of School 

352 

351 

349 

1,052 

Dis 3tricts Ranae of PAR Figures* 
ill 

4,706 through 103 

102 through 61 

60 through 10 

* The average local tax base was $191,306 per student in 
1989. The district PAR figure is determined by taking the 
district market value per student and dividing it by the 
state average and then multiplying that result by 100. 
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district as reported in the October attendance figures for 

the fall survey. The per pupil figures were corrected to 

September 1983 levels by calculation of inflation indices 

using the yearly percentage increase in the Consumer Price 

Index (CPI) for all Urban Consumers. The indices were: 

1983-84 = 100.0; 1984-85 = 104.2; and 1989-90 = 124.2. The 

per pupil variables are the six objects involved in the 

study: payroll, purchased and contracted services, supplies 

and materials, other operating expenses, debt service, and 

capital outlay expenses. 

For each group of school districts a set of descriptive 

parameters were calculated for each measure: the mean and 

standard deviation, maximum, and minimum. The group summary 

results are reported to illustrate differences among the 

groups. 

Research Question One 

Tables 3.2 through 3.7 illustrate the adjusted per 

pupil expenditures for each of the six object areas used by 

each of the Texas school districts in developing their 

annual budgets. These tables show four basic sets of 

descriptive statistics that were calculated for each object 

area. These summary results were compared in these tables 

to illustrate differences among the three reporting periods 

(1983-84, 1984-85, and 1989-90 school years). The mean 

figure shows the adjusted per pupil expenditure in terms of 
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the average conount being spent per pupil for the 1,052 Texas 

school districts. The standard deviation represents the 

measure of the dispersion relative to the mean. With the 

1,052 school districts being considered, the minimum and 

maximum figures show extremely diverse amounts. The minimum 

figure represents that school district that spends the least 

amount per pupil for a particular object area. The maximum 

figure indicates that high spending school district that 

spends the most per pupil for the object being studied. The 

objects being studied are represented by the following 

tables: 

Table 3.2 - Payroll Costs; 

Table 3.3 - Purchased and Contracted Services; 

Table 3.4 - Supplies and Materials; 

Table 3.5 - Other Operating Expenses; 

Table 3.6 - Debt Service; and 

Table 3.7 - Capital Outlay. 
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Table 3.2 

Per Pupil Expenditures Adjusted for 
the Effects of Inflation for 
Payroll Costs Among Texas 
Public School Districts 

Mean 

Std. Dev. 

Minimum 

Maximum 

Number of 
School 
Districts 

1983-84 
($) 

2,087.05 

812.06 

1,023.05 

11,350.30 

1,052 

1984-85 
($) 

2,344.37 

819.61 

1,160.41 

8,848.99 

1,052 

1989-90 
($) 

5,279.58 

2,072.56 

.2,881.98 

36,210.72 

1,052 
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Table 3.3 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Purchased 

and Contracted Services Among 
Texas Public School Districts 

Mean 

1983-84 
Hi 
331.44 

1984-85 
ill 
359.84 

1989-90 

761.79 

Std. Dev. 

Minimum 

Maximum 

145.54 

0.00 

1,309.18 

147.08 

37.81 

1,289.46 

362.21 

133.23 

7,543.59 

Number of 
School 
Districts 

1,052* 1,052 1,052 

* One school district reported $0.00 being spent 
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Table 3.4 

Per Pupil Expenditures Adjusted for 
the Effects of Inflation for 
Supplies and Materials Among 

Texas Public School 
Districts 

1983-84 1984-85 1989-90 
Hi 

Mean 292.96 300.25 607.32 

Std. Dev. 

Minimum 

Maximum 

Number of 
School 
Districts 

106.96 

0.00 

813.79 

1,052* 

115.66 

24.57 

1,091.75 

1,052 

332.48 

43.65 

7,536.35 

1,052 

* One school district reported $0.00 being spent. 
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Table 3.5 

Per Pupil Expenditures Adjusted for 
the Effects of Inflation for 

Other Operating Expenses 
Among Texas Public 
School Districts 

Mean 

Std. Dev. 

Minimum 

Maximum 

Number of 
School 
Districts 

1983-84 
($) 

99.35 

149.99 

0.00 

1,393.78 

1,052* 

1984-85 
( $ ) 

100.64 

239.18 

**0.00 

5,574.16 

1,052 

1989-90 
($) 

207.79 

349.82 

**0.00 

7,536.35 

1,052 

* One school district reported $0.00 being spent. 
** Minimum cimount of $0.00 occurs because of rounding off 

factor. 
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Table 3.6 

Per Pupil Expenditures Adjusted for 
the Effects of Inflation for 

Debt Service Among Texas 
Public School Districts 

Mean 

Std. Dev. 

Minimum 

Maximum 

Number of 
School 
Districts 

1983-84 
($) 

208.42 

429.05 

0.00 

5,981.27 

1,052* 

1984-85 </> 

242.07 

516.26 

0.00 

8,712.70 

1,052** 

1989-90 
($) 

424.23 

512.87 

0.00 

5,831.97 

1,052*** 

* Of school districts reporting, 112 spent $0.00. 
** Of school districts reporting, 120 spent $0.00. 
*** Of school districts reporting, 165 spent $0.00. 
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Table 3.7 

Per Pupil Expenditures Adjusted for 
the Effects of Inflation for 
Capital Outlay Among Texas 
Public School Districts 

Mean 

1983-84 
Hi 
417.74 

1984-85 

478.69 

1989-90 
Hi 
563.65 

Std. Dev. 

Minimum 

Maximum 

738.64 

0.00 

7,998.66 

734.19 

0.00 

7,493.13 

1,057.05 

0.00 

22,139.80 

Number of 
School 
Districts 

1,052* 1,052** 1,052** 

* Seven school districts reported $0.00 being spent. 
** Two school districts reported $0.00 being spent. 
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Research Ouestion Two 

Tables 3.8 through 3.25 illustrate the adjusted per 

pupil expenditures for each of the six object areas used by 

each of the Texas school districts in developing their 

annual budgets. These tables are similar to those 

previously described to represent the six object areas, 

except this group of tables is further divided to identify 

the three wealth groups: rich, middle, and poor. These 

tables are derived from the same set of data used for 

Research Question One. The difference results because the 

1,052 Texas school districts have been divided into the 

three groups which are represented by the different levels 

of school district wealth. Each object area is illustrated 

for each group of districts with the three reporting periods 

(1983-84, 1984-85, and 1989-90 school years) being shown. 

The mean figure shows the adjusted per pupil expenditure in 

terms of the average amount being spent per pupil for the 

352 rich school districts, the 351 middle school districts, 

and the 349 poor school districts. The standard deviation 

represents the measure of the dispersion relative to the 

mean. The minimum and maximum figures show extremely 

diverse amounts, even within each of the levels of school 

district wealth. As the tables illustrate, some of the 

school districts reported an expenditure of zero dollars 

being spent in certain object areas. The minimum figure 

represents that school district that spends the least amount 
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per pupil for a particular object area. The maximum figure 

indicates that high spending school district that spends the 

most per pupil for the object being studied. The objects 

being studied are represented by the following tables: 

School Districts 

Objects 

Payroll Costs 

Capital Outlay 

Rich 

- Table 

3.8 

Purchased and Contracted 

Services 

Supplies and Materials 

Other Operating 

Expenses 

Debt Service 

3.12 

- Table 

3.13 

Middle 

Table 

3.14 

3.18 

Table 

3.19 

Poor 

Table 

3.20 

Table 

3.9 

Table 

3.10 

Table 

3.11 

Table 

Table 

3.15 

Table 

3.16 

Table 

3.17 

Table 

Table 

3.21 

Table 

3.22 

Table 

3.23 

Table 

3.24 

Table 

3.25 

The data in these tables provides the necessary information 

in which conclusions and comparisons can be made. 
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Table 3.8 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Rich 
Schools' Payroll Costs Among 

Texas Public School 
Districts 

Mean 

Std. Dev. 

Minimum 

Maximum 

Number of 
School 
Districts 

1983-84 
($) 

2,613.04 

1,054.66 

1,309.10 

11,350.30 

352 

1984-85 
Hi 
2,884.59 

1,058.57 

1,354.88 

8,848.99 

352 

1989-90 
($) 

6,489.97 

3,018.34 

2,881.98 

36,210.72 

352 
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Table 3.9 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Rich Schools' 

Purchased and Contracted Services 
Among Texas Public School 

Districts 

Mean 

Std. Dev. 

Minimum 

Maximum 

Number of 
School 
Districts 

1983-84 
($) 

503.69 

377.14 

139.58 

2,443.50 

352 

1984-85 
($1 

544.18 

514.57 

145.78 

3,957.02 

352 

1989-90 
($) 

1,154.83 

1,086.50 

169.78 

12,459.17 

352 
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Table 3.10 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Rich Schools' 

Supplies and Materials Among Texas 
Public School Districts 

Mean 

1983-84 
HI 
366.58 

1984-85 
Hi 
367.44 

1989-90 
Hi 
725.49 

Std. Dev. 

Minimum 

Maximum 

190.82 

21.40 

1,309.18 

187.00 

27.01 

1,437.23 

351.25 

147.11 

2,300.42 

Number of 
School 
Districts 

352 352 352 
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Table 3.11 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Rich Schools' 
Other Operating Expenses Among Texas 

Public School Districts 

Mean 

S t d . Dev. 

Minimum 

Maximum 

Number of 
School 
D i s t r i c t s 

1983-84 
( $ ) 

144.92 

118 .19 

17 .65 

813 .79 

352 

1984-85 
Hi 

143.76 

125.80 

24 .57 

1 ,091 .75 

352 

1989-90 
( $ ) 

304 .07 

444 .83 

4 3 . 6 5 

7 , 5 3 6 . 3 5 

352 
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Table 3.12 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Rich 
Schools' Debt Service Among 

Texas Public School 
Districts 

Mean 

Std. Dev. 

Minimum 

Maximum 

Number of 
School 
Districts 

1983-84 
($) 

284.34 

458.17 

0.00 

5,981.27 

352* 

1984-85 
($) 

330.57 

691.12 

0.00 

8,712.70 

352* 

1989-90 
($) 

489.67 

606.47 

0.00 

3,350.60 

352** 

* Of school districts reporting, 79 spent $0.00. 
** Of school districts reporting, 103 spent $0.00 
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Table 3.13 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Rich 
Schools' Capital Outlay Among 
Texas Public School Districts 

Mean 

S t d . Dev. 

Minimum 

Maximum 

Number of 
Schoo l 
D i s t r i c t s 

1983-84 
( $ ) 

603 .86 

930 .12 

0 .00 

7 , 9 9 8 . 6 6 

352* 

1984-85 
Hi 

668 .15 

1 ,055 .12 

0 .00 

7 , 4 7 3 . 1 3 

352** 

1989-90 
f $ ) 

762 .84 

1 , 5 9 9 . 0 5 

0 .00 

2 2 , 1 3 9 . 8 0 

352*** 

* Four school districts reported $0.00 being spent. 
** One school district reported $0.00 being spent. 
*** Two school districts reported $0.00 being spent. 
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Table 3.14 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Middle 
Schools' Payroll Costs Among 

Texas Public School 
Districts 

Mean 

Std. Dev. 

Minimum 

Maximum 

Number of 
School 
Districts 

1983-84 
($) 

1,977.30 

555.53 

1,150.18 

6,802.78 

351 

1984-85 
( $ ) 

2,184.24 

562.12 

1,363.63 

6,838.03 

351 

1989-90 
($) 

4,815.66 

1,012.51 

3,361.14 

14,975.48 

351 
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Table 3.15 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Middle Schools' 
Purchased and Contracted Services Among 

Texas Public School Districts 

1983-84 
Hi 

1984-85 
Hi 

1989-90 
Hi 

Mean 272.77 290.08 607.76 

Std. Dev. 

Minimum 

Maximum 

Number of 
School 
Districts 

103.66 

0.00 

721.86 

351* 

121.83 

101.52 

995.77 

295.77 

208.85 

4,068.50 

351 

* One school district reported $0.00 being spent 

351 
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Table 3.16 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Middle 
Schools' Supplies and Materials 

Among Texas Public School 
D i s t r i c t s 

1983-84 
Hi 

1984-85 
Hi 

1989-90 
Hi 

Mean 266 .37 273 .18 556 .15 

Std. Dev. 

Minimum 

Maximum 

Number of 
School 
Districts 

86.39 

0.00 

665.87 

351* 

86.97 

102.63 

644.34 

161.57 

211.35 

1,232.60 

351 

* One s c h o o l d i s t r i c t r e p o r t e d $0 .00 be ing s p e n t . 

351 
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Table 3.17 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Middle Schools' 

Other Operating Expenses Among Texas 
Public School Districts 

1983-84 1984-85 1989-90 
lii Hi Hi 

Mean 85.02 85.84 172.56 

53.32 91.39 

14.11 46.66 

443.41 812.63 

Std. Dev. 

Minimum 

Maximum 

Number of 
School 
Districts 

51.27 

0.00 

480.08 

351* 351 351 

* One school district reported $0.00 being spent. 
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Table 3.18 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Middle 

Schools' Debt Service Among 
Texas Public School 

Districts 

Mean 

1983-84 

200.67 

1984-85 
Hi 
233.86 

1989-90 
Hi 
427.93 

Std. Dev. 

Minimum 

Maximum 

208.12 

0.00 

1,393.78 

375.86 

0.00 

5,574.16 

352.95 

0.00 

1,897.00 

Number of 
School 
Districts 

351* 351** 351*** 

* Of school districts reporting, 18 spent $0.00. 
** Of school districts reporting, 24 spent $0.00. 
*** Of school districts reporting, 38 spent $0.00. 
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Table 3.19 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Middle 
Schools' Capital Outlay Among 
Texas Public School Districts 

Mean 

Std. Dev. 

Minimum 

Maximum 

1983-84 
( $ ) 

3 4 7 . 

5 4 9 . 

0 . 

4 , 5 7 9 . 

37 

17 

,00 

,48 

1984-85 
Hi 
381.64 

504.30 

0.00 

4,171.58 

1989-90 
Hi 
454.97 

568.94 

21.79 

5,831.97 

Number of 
School 
Districts 

351* 351** 351 

* Two school districts reported $0.00 being spent 
** One school district reported $0.00 being spent. 
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Table 3.20 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Poor 
Schools' Payroll Costs Among 

Texas Public School 
Districts 

Mean 

Std. Dev. 

Minimum 

Maximum 

Number of 
School 
Districts 

1983-84 
lil 

1,670.82 

301.85 

1,023.05 

3,026.18 

349 

1984-85 
f$) 

1,964.27 

335.17 

1,160.41 

• 3,589.80 

349 

1989-90 
($) 

4,533.10 

690.66 

3,088.14 

10,183.16 

349 
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Table 3.21 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Poor Schools' 

Purchased and Contracted Services 
Among Texas Public School 

Districts 

1983-84 1984-85 
Hi 

1989-90 
Hi 

Mean 217.86 245.27 522.79 

Std. Dev. 

Minimum 

Maximum 

Number of 
School 
Districts 

71.02 

102.35 

533.36 

349 

86.67 

101.80 

644.73 

186.24 

234.19 

1,526.94 

349 349 
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Table 3.22 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Poor Schools' 

Supplies and Materials Among Texas 
Public School Districts 

1983-84 
Hi 

1984-85 
Hi 

1989-90 
Hi 

Mean 245.92 260.13 540.33 

Std. Dev. 

Minimum 

Maximum 

Number of 
School 
Districts 

63.03 

110.19 

624.04 

349 

68.49 

84.37 

804.94 

128.87 

258.33 

1,107.07 

349 349 
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Table 3.23 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Poor Schools' 
Other Operating Expenses Among Texas 

Public School Districts 

Mean 

1983-84 
Hi 

68.12 

1984-85 
Hi 

72.31 

1989-90 
Hi 
146.73 

Std. Dev. 

Minimum 

Maximum 

Number of 
School 
Districts 

35.80 

11.48 

348.90 

349 

37.67 

19.53 

273.44 

349 

64.73 

28.24 

483.44 

349 
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Table 3.24 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Poor 
Schools' Debt Service Among 

Texas Public School 
Districts 

Mean 

S t d . Dev. 

Minimum 

Maximum 

Number of 
School 
D i s t r i c t s 

1983-84 
( $ ) 

140.25 

131 .41 

0 .00 

839 .12 

349* 

1984-85 
Hi 

161.79 

198.33 

0 .00 

2 , 0 6 2 . 5 1 

349** 

1989-90 
( $ ) 

355 .09 

294 .22 

0 .00 

2 , 5 6 6 . 3 6 

349*** 

* Of school districts reporting, 15 spent $0.00. 
** Of school districts reporting, 17 spent $0.00. 
*** Of school districts reporting, 24 spent $0.00. 
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Table 3.25 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Poor 
Schools' Capital Outlay Among 
Texas Public School Districts 

Mean 

S t d . Dev. 

Minimum 

Maximum 

Number of 
Schoo l 
D i s t r i c t s 

1983-84 
( ? ) 

302 .00 

644 .53 

0 .00 

6 , 5 5 6 . 3 6 

349* 

1984-85 
Hi 

386.27 

438 .16 

17 .78 

2 , 8 5 1 . 5 2 

349 

1989-90 
( ? ) 

473 .15 

635 .24 

3 .78 

6 , 2 7 3 . 1 2 

349 

* One school district reported $0.00 being spent. 
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Research Ouestion Three 

Table 3.26 illustrates the comparison of the three 

groups of school districts that have been categorized by 

their school district wealth. The three reporting periods 

are the school years of 1983-84, 1984-85, and 1989-90. The 

adjusted per pupil expenditures for the school districts' 

budgets are shown in terms of the percent of their total 

budget being spent on a particular object area. The figures 

shown represent the mean or average per pupil expenditures 

for the school districts in each of the wealth groupings. A 

grand mean was calculated to help illustrate how each of the 

wealth groupings compared. These figures help show the 

differences that each of the wealth groupings spent per 

pupil for each of the six object areas. 
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Table 3.26 

Per Pupil Expenditures Adjusted for the 
Effects of Inflation for Texas Public 
School Districts' Budgets Showing 

Percent Spent on Each of the 
Six Object Areas 

PAYROLL COSTS 

Rich 

Middle 

Poor 

Grand Mean 

PURCHASED AND 
CONTRACTED SERVICES 

Rich 

Middle 

Poor 

Grand Mean 

SUPPLIES AND 
MATERIALS 

Rich 

Middle 

Poor 

Grand Mean 

1983-84 

59.40% 

57.95% 

63.64% 

60.33% 

8.43% 

7.99% 

8.30% 

8.24% 

8.43% 

7.81% 

8.63% 

8.29% 

1984-85 

60.67% 

58.15% 

63.57% 

60.80% 

7.65% 

7.72% 

7.94% 

7.77% 

7.65% 

7.58% 

8.42% 

7.88% 

1989-90 

68.31% 

64.62% 

68.98% 

67.30% 

7.65% 

8.16% 

7.96% 

7.92% 

7.65% 

9.27% 

8.22% 

8.38% 
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OTHER OPERATING 
EXPENSES 

Rich 

Middle 

Poor 

Grand Mean 

DEBT SERVICE 

Rich 

Middle 

Poor 

Grand Mean 

CAPITAL OUTLAY 

Rich 

Middle 

Poor 

Grand Mean 

Table 3.26 

Continued 

1983-84 

3 .33% 

5.88% 

2.59% 

3 .93% 

6.54% 

10.18% 

5.34% 

7.35% 

13.88% 

10.18% 

11.50% 

11.85% 

1984-85 

3.02% 

6.23% 

2.34% 

3.86% 

6.95% 

10.16% 

5.24% 

7.45% 

14.05% 

10.16% 

12.50% 

12.24% 

1989-90 

3.20% 

5.74% 

2.23% 

3.72% 

5.15% 

6 . 1 1 % 

5.40% 

5 .55% 

8.03% 

6 . 1 1 % 

7.20% 

7 . 1 1 % 
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CHAPTER IV 

PRESENTATION AND ANALYSIS OF DATA 

The purpose of this chapter is to discuss the three 

research questions that were tested in Chapter III. The 

research questions were addressed separately in order to 

examine the relationships between the independent variables 

and the dependent variable involved in the study. To study 

how districts with different wealth levels chose to spend 

their available funds, the 1,052 school districts in Texas 

were used. Three different groups of districts were 

established according to their assessed valuation: rich, 

middle, and poor. The measures of spending used were the 

1983-84, 1984-85, and 1989-90 current expenditures per pupil 

in average daily attendance (ADA) among Texas public school 

districts. For each group of school districts, a set of 

descriptive parameters were calculated for each expenditure 

amount: the mean and standard deviation, maximum, and 

minimum. Since the data were gathered from all local school 

districts in Texas, representing the entire population, the 

hypotheses were tested by using nonstatistical absolute 

comparisons. 
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Discussion of the Research Questions 

Research Ouestion One 

What is the difference in the per pupil 

expenditures for each of the school districts in 

Texas before and after the implementation of House 

Bill 72 in 1984? 

Research Question One was tested by comparing the mean 

adjusted per pupil expenditures across the three reporting 

periods. To assist in interpreting the differences, effect 

sizes for the mean differences were computed as percentage 

of increase or decrease in per pupil expenditures. In 

Research Question One, the independent variable is the 

reporting period, and the dependent variable is the adjusted 

total per pupil expenditures. Tables 3.2 through 3.7 in 

Chapter III represent the findings of adjusted per pupil 

expenditures for the six object areas used in the study. 

Payroll Costs 

The mean results indicate that the 1,052 school 

districts have increased their real per pupil expenditures 

for payroll costs over the three year period of study. The 

amount spent per pupil has risen from $2,087.05 in 1983-84 

to $5,279.58 in 1989-90. House Bill 72 set a new minimum 

salary schedule which raised teacher salaries by as much as 

37 percent (Haas, 1987). The data showed that the mean. 
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standard deviation, minimum, and maximum averages all 

increased over the three years of the study. 

Purchased and Contracted Services 

The mean indicates that an increase in per pupil 

expenditures for purchased and contracted services increased 

over the three year period. Some districts had to build new 

buildings to comply with the mandated 22-to-l student-to-

teacher ratio in kindergarten through fourth grades. This 

caused an increase in costs to occur for such things as 

utilities, maintenance and repair services, and 

transportation. The mean increased from $331.44 in 1983-84 

to $761.79 in 1989-90. 

Supplies and Materials 

The mean results show that an increase in per pupil 

expenditures for supplies and materials increased over the 

three year period. The mean increased form $292.96 in 1983-

84 to $607.32 in 1989-90. The addition of new classrooms 

because of the 22-to-l rule caused school districts to add 

such things as library books, audio-visual materials, and 

general supplies and materials for equipping new classrooms. 

Other Operating Expenses 

Once again the mean showed an increase of per pupil 

expenditures for other operating expenses over the three 
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year period of study. This is the object where the school 

districts spend the least cimount of money when considering 

per pupil expenditures. Employee travel, stipends, and 

student awards are areas that some school districts budget 

much less money when they are preparing the budget. The 

mean increased from $99.35 in 1983-84 to $207.79 in 1989-90. 

Debt Service 

This object category is one where 112 school districts 

in 1983-84, 120 school districts in 1984-85, and 165 school 

districts in 1989-90 showed no expenditures. These school 

districts did not have any bonds or loans to pay off during 

the three years this study covered. For those school 

districts that had to build new buildings, their debt 

service obligations more than made up for those which spent 

no money at all. The mean increased from $208.42 in 1983-84 

to $424.23 in 1989-90. The amount of increase more than 

doubled during the years involved in the study. 

Capital Outlay 

Capital outlay figures showed to be the second highest 

expenditure level of the six object areas being studied. 

Building construction, building improvements, audio-visual 

equipment, and furniture are examples of items considered in 

capital outlay. The mandated 22-to-l classroom ratio caused 

new buildings to be built and this, in turn, added new 
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audio-visual equipment and furniture to those classrooms. 

The mean was raised from $417.74 in 1983-84 to $563.65 in 

1989-90. 

Summary 

The six objects were affected over the three year 

periods of study because of mandates created by House Bill 

72 in 1984. The major points of House Bill 72 were 

increased teacher salaries, a more equalized method of 

distributing state aid, increased equalization aid, mandated 

new programs, and a state tax increase of $4.9 billion over 

a three year period (Walker, 1985). The 71st Texas 

Legislature in 1989 passed Senate Bill 1019 that added new 

funding ($450 million for the biennium) to a system that had 

received no new monies for four years except for funding 

arising from student population growth. 

Hartman and Rivenburg (1985) conducted a study that 

focused on expenditure-related actions school districts in 

Oregon had taken in dealing with fiscal constraint. The 

findings of their study indicated that school districts 

varied their budget choices according to the degree of 

fiscal constraint they experienced. When fiscal constraint 

was greatest, the budget allocation patterns favored 

instruction over other budget functions; and personnel 

expenditures were given priority over other objects of 

expenditure items. As fiscal constraint diminished and more 
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monies became available to school districts, the share of 

the budget allocated to the administrative function and to 

capital outlay increased. Their study also showed that 75 

percent of the budgets were composed of personnel payroll 

costs. Budget allocations for support services were not 

found to depend on district fiscal constraint. 

This study found that there was a difference in the per 

pupil expenditures by each of the school districts in Texas 

during the three years of the study. The school districts 

increased their per pupil expenditures in each of the six 

object areas over the three years being studied. The 

average total adjusted per pupil expenditures for all six 

object areas increased from $3,436.96 in 1983-84, to 

$3,825.86 in 1984-85, and to $7,844.36 in 1989-90. The 

impact of new monies and mandates brought about by House 

Bill 72 and Senate Bill 1019 allowed the 1,052 school 

districts in Texas to increase their per pupil expenditures 

in each of the six object areas. 

By numerically ranking the six object areas from the 

largest to the smallest, the data show that the average 

expenditures per pupil does not change until the 1989-90 

school year. During that year, purchased and contracted 

services, supplies and materials, and capital outlay changed 

positions in the ranking. School districts were adding more 

monies to their payroll expenditures and placing lesser 

aunounts of monies in their capital outlay funds. The 
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supplies and materials object had more monies placed in the 

fund because of the need to provide more basic skills 

materials. The data illustrated in Table 4.1 help to show 

the position changes for these six object areas over the 

three reporting periods being studied. 

Table 4.2 illustrates the comparison of the average 

expenditures per pupil for each of the six object areas. An 

analysis of the data demonstrates how the school districts 

were spending their funds. When plotting the data on a line 

graph and calculating the slope of the line, the data shown 

in Table 4.2 is the result. The slope of the line is 

determined by taking the average increase in expenditures 

per pupil for the years from 1985-86 to 1989-90 and by 

dividing that result by the increase in expenditures per 

pupil from 1983-84 to 1984-85. The result is the percent of 

increase in the slope of the line. For example, for every 

dollar amount expended in 1984-85, a comparable amount can 

be calculated for 1989-90. This means that for each dollar 

spent in 1984-85 on payroll costs an average of $2.28 was 

spent in each succeeding year, including 1989-90. Similar 

comparisons can be made for the remaining five object areas. 

Purchased and contracted services is shown as $2.83, 

supplies and materials is indicated as $8.42, other 

operating expenses is shown as $16.61, debt service is 

indicated as $1.08, and capital outlay is shown as being 

$0.28. Capital outlay is the one object area where the 
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Table 4.1 

Numerical Ranking of the Six Object 
Areas from the Largest to the 
Smallest for All Texas Public 
School Districts in Terms of 
Per Pupil Expenditures When 

Adjusted for Inflation 

1983-84 

1. Payroll Costs 

2. Capital Outlay 

3. Purchased and 
Contracted 
Services 

4. Supplies and 
Materials 

5. Debt Service 

1984-85 

1. Payroll Costs 

2. Capital Outlay 

3. Purchased and 
Contracted 
Services 

4. Supplies and 
Materials 

5. Debt Service 

1989-90 

1. Payroll Costs 

2. Purchased and 
Contracted 
Services 

3. Supplies and 
Materials 

4. Capital Outlay 

5. Debt Service 

6. Other Operating 6. Other Operating 6. Other Operating 
Expenses Expenses Expenses 
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Table 4.2 

Comparison of the Average Per Pupil 
Expenditures Adjusted for Inflation 
and Reported in Constant Dollars 
for the Six Object Areas Among 
Texas Public School Districts 

Object 

Payroll Costs 

Purchased and 
Contracted 
Services 

Supplies and 
Materials 

Other Operating 
Expenses 

Debt Service 

Capital Outlay 

1983-84 to 
1984-85 
Increase 
in Expen-
ditures 

$257.32 

$ 28.40 

$ 7.29 

$ 1.29 

$ 33.65 

$ 60.95 

1984-85 to 
1989-90 
Average 
Increase 
Per Year 

$587.04 

$ 80.39 

$ 61.41 

$ 21.43 

$ 36.43 

$ 16.99 

Average 
Percent 
Increase 
Per Year 

25.04% 

22.34% 

20.45% 

21.29% 

15.05% 

3.55% 

Percent 
Increase 
in Slope 

228% 

283% 

842% 

1,661% 

108% 

28% 
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spending decreased over the period of time from 1984-85 to 

1989-90. All other object areas indicated an increase. 

Debt service showed only an eight cent difference during 

this period of time. School districts were putting most of 

their funds into payroll costs, purchased and contracted 

services, supplies and materials, other operating expenses, 

and debt service. The biggest increases in average 

expenditures were in other operating expenses and supplies 

and materials. 

Research Ouestion Two 

What is the difference in the per pupil 

expenditures between the rich, middle, and poor 

school districts in Texas before and after the 

implementation of House Bill 72 in 1984? 

Research Question Two was tested by comparing the mean 

adjusted per pupil expenditures for each of the three levels 

of school district wealth across the three reporting 

periods. Effect sizes were calculated as they were in 

Research Question One and the results graphically displayed 

to help guide interpretation of the findings. Research 

Question Two involves two independent variables: the 

reporting periods and the levels of property wealth. The 

dependent variable is the adjusted total per pupil 

expenditures. By categorizing the 1,052 school districts in 

Texas into three groups, it helps to make an arbitrary 
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distinction in reference to the different levels of school 

district wealth. The rich school districts (352) 

represented the upper one-third of the 1,052 school 

districts. The middle school districts (351) comprised the 

middle one-third, while the lower one-third was represented 

by 349 school districts. Tables 3.8 through 3.25 in Chapter 

III represent the findings of adjusted per pupil 

expenditures for the six object areas used in this study. 

These 18 tables take each of the six object areas over the 

three years to present the mean, standard deviation, 

minimum, and maximum expenditure amounts for Texas public 

school districts classified according to the three levels of 

property wealth. 

House Bill 72 and Senate Bill 1019 brought more money 

into the Texas public school districts. The findings show 

that an increase in per pupil expenditures occurs for each 

of the three years involved in the study. This increase is 

also indicated in each of the three levels of property 

wealth. How much they increased is the focus of this study. 

Payroll Costs 

Payroll costs in 1983-84 averaged $2,613.04 for rich 

school districts, $1,977.30 for middle school districts, and 

$1,670.82 for poor school districts. These figures 

represent pre-House Bill 72 expenditures for payroll costs. 

Post-House Bill 72 average expenditures for payroll costs 

119 



showed these results in 1984-85: $2,884.59 for rich school 

districts, $2,184.24 for middle school districts, and 

$1,964.27 for poor school districts. The 1989-90 figures 

show how much more the rich school districts increased their 

expenditures per pupil for payroll costs. The rich school 

districts spent over $1,600.00 more than the middle school 

districts and $1,900.00 above poor school districts. 

Hartman's study (1988a) also came up with the same type of 

results. Teachers, support staff, and administrators in 

high spending districts were all better paid. 

Purchased and Contracted Services 

Analyzing purchased and contracted services over the 

three years show that rich school districts continue 

spending more per pupil. The 1989-90 expenditures per pupil 

for rich school districts ($1,154.83) show almost twice as 

much being spent over middle school districts ($607.76) and 

over twice as much being spent over poor school districts 

($522.79). The first two years in the study showed a small 

increase ($17.31 to $40.49) of expenditures per pupil for 

the three wealth categories. Rich school districts spend 

more on such things as professional services, 

transportation, maintenance and repair services, and 

utilities when compared to the middle and poor school 

districts. These expenditure disparities have occurred 
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despite a more equalized method of distributing state aid 

mandated by House Bill 72. 

Supplies and Materials 

Supplies and materials in 1983-84 averaged $366.58 for 

rich school districts, $266.37 for middle school districts, 

and $245.92 for poor school districts. After House Bill 72 

became a reality, the 1984-85 figures show $367.44, $273.18, 

and $260.13 for rich, middle, and poor school districts 

respectively. The 1989-90 figures show how much more the 

rich school districts spent on supplies and materials than 

the other two types of school districts. Rich school 

districts spent $725.49 per pupil, the middle school 

districts spent $556.15 per pupil, and the poor school 

districts spent $540.33 per pupil. The expenditure per 

pupil gap widened for the rich school districts in 1989-90 

when compared to the middle and poor school districts. 

More monies were being spent for such things as library 

books, textbooks, audio-visual supplies, and basic skills 

supplies. This is the object area where school districts 

spend their monies on instructional supplies. 

Other Operating Expenses 

Other operating expenses included expenditures such as 

travel, stipends, property and liability insurance, and 

student awards. This is the one object area in which each 
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of the three types of school districts spent the least 

amount per pupil. The rich school districts continue to 

lead the spending. That expenditure per pupil gap again 

widened from 1984-85 to 1989-90. Even though the gap 

widened, the middle and poor school districts were able to 

double their spending in this object area. This is the only 

object area where the rich school districts showed a decline 

in adjusted per pupil expenditures. This occurred in the 

years from 1983-84 to 1984-85. 

Debt Service 

The rich school districts in 1983-84 and in 1984-85 

spent twice as much as poor school districts did on per 

pupil expenditures for debt service, but this gap narrowed 

for the 1989-90 school year. The rich school districts 

spent $489.67 per pupil, the middle school districts spent 

$427.93 per pupil, and the poor school districts spent 

$355.09 per pupil. This is the only object area where the 

expenditures per pupil were reasonably close. School 

buildings had to be built to help reach the mandated 22-to-l 

student-teacher ratio; therefore, school districts had bond 

elections which resulted in the sale of general obligation 

bonds and the need to begin serving that debt by paying off 

the interest and the principal. This is also the object 

area where some of the school districts reported an amount 

of zero dollars being spent. There were 103 rich school 
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districts, 38 middle school districts, and 24 poor school 

districts that reported no expenditures for debt service 

being spent in 1989-90. 

Capital Outlay 

Capital outlay is the second highest spending object 

area for all three wealth categories. The payroll costs 

object was first. The capital outlay object shows a change 

in expenditures per pupil for the middle and poor school 

districts. The 1984-85 and 1989-90 years show that the poor 

school districts spent more per student than the middle 

school districts did. Even though it was not that much, it 

still was a greater amount. The 1984-85 figures show 

$386.27 for poor school districts and $381.64 for middle 

school districts. The difference increased a little more 

for 1989-90. The poor school districts spent $473.15 per 

pupil, while the middle school districts spent $454.97 per 

pupil. The rich school districts spent almost $300.00 more 

per pupil in the 1989-90 school year. Some of the districts 

had to build new buildings, buy new furniture, and make 

building improvements. Again, the mandates of House Bill 72 

caused these expenditures per pupil to increase. 

Summary 

The numerical ranking of the six object areas from the 

largest to the smallest shows that the average adjusted for 
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inflation per pupil expenditures did not change for any of 

the three types of school districts until the 1989-90 school 

year. During that year, purchased and contracted services 

and capital outlay switched positions in the rich school 

districts' ranking. The middle school districts showed a 

change in three of their object areas: capital outlay moved 

to the fourth position, purchased and contracted services 

moved from third to the second position, and supplies and 

materials moved from fourth to the third position. The poor 

school districts showed the same type of movement in their 

expenditures, but supplies and materials and purchased and 

contracted services occupied an opposite ranking in relation 

to the middle school district's comparison. All three types 

of school districts had payroll costs as the highest 

expenditure, while debt service and other operating expenses 

occupied the last two positions respectively. These 

movements occurred because of the different emphasis placed 

on spending after House Bill 72 was implemented in 1984. 

New buildings and classrooms had to be built to comply with 

the 22-to-l student-teacher classroom ratio. This caused an 

increase in costs to occur for such things as utilities, 

maintenance and repair services, and transportation. These 

items are part of the expenses involved in the purchased and 

contracted services object area. Supplies, materials, 

furniture, and equipment were needed to make the new 

classrooms operational. As the years passed after 1984-85, 
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the demand for new furniture and equipment declined. The 

classrooms became equipped after a one-time expenditure, but 

the need for basic materials and supplies continued year 

after year. These results indicate that a pattern does 

exist in the population of school districts involved in the 

study. This portrays an accurate picture of what is 

actually happening with the object area expenditures in the 

Texas school districts over the three years of the study. 

The data illustrated in Table 4.3 helps to show the position 

changes for the six object areas over the three reporting 

periods being studied for each of the three types of school 

districts. 

Hartman's study (1988a) of Pennsylvania school 

districts found a consistent pattern for spending. On every 

measure, high spending districts spent the most, next came 

the middle spending districts, and last was the low spending 

districts. Availability of educational resources including 

such things as personnel, instructional needs, and support 

services were directly and strongly related to district 

spending levels. This study found almost the saime spending 

patterns to occur among the three wealth categories of Texas 

public school districts. In each of the six object areas, 

the rich school districts lead the way. These 352 school 

districts were way above the other 700 school districts in 

their expenditures per pupil. The two lower categories of 

wealth were closer to each other in the expenditure 
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Table 4.3 

Ranking of the Six Objects Areas for 
Each Wealth Category of Texas Public 
School Districts in Terms of Per 
Pupil Expenditures When Adjusted 

for Inflation 

RICH SCHOOL DISTRICTS: 
1983-84 

1. Payroll Costs 

2. Capital Outlay 

3. Purchased and 
Contracted 
Services 

4. Supplies and 

Materials 

5. Debt Service 

6. Other Operating 
Expenses 

1984-85 1989-90 

1. Payroll Costs 1. Payroll Costs 

2. Capital Outlay 2. Purchased and 
Contracted 
Services 

3. Purchased and 
Contracted 
Services 

4. Supplies and 
Materials 

5. Debt Service 

3. Capital Outlay 

4. Supplies and 
Materials 

5. Debt Service 

6. Other Operating 6. Other Operating 
Expenses Expenses 

MIDDLE SCHOOL DISTRICTS: 
1983-84 1984-85 

1. Payroll Costs 

2. Capital Outlay 

3. Purchased and 
Contracted 
Services 

4. Supplies and 

Materials 

5. Debt Service 

6. Other Operating 
Expenses 

1. Payroll Costs 

2. Capital Outlay 

3. Purchased and 
Contracted 
Services 

4. Supplies and 
Materials 

5. Debt Service 

1989-90 

1. Payroll Costs 

2. Purchased and 
Contracted 
Services 

3. Supplies and 
Materials 

4. Capital Outlay 

5. Debt Service 

6. Other Operating 6. Other Operating 
Expenses Expenses 
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Table 4.3 

Continued 

POOR SCHOOL DISTRICTS: 
1983-84 1984-85 

1. Payroll Costs 1. Payroll Costs 

2. Capital Outlay 2. Capital Outlay 

3. Supplies and 
Materials 

4. Purchased and 
Contracted 
Services 

5. Debt Service 

6. Other Operating 
Services 

3. Supplies and 
Materials 

4. Purchased and 
Contracted 
Services 

5. Debt Service 

6. Other Operating 
Services 

1989-90 

1. Payroll Costs 

2. Supplies and 
Materials 

3. Purchased and 
Contracted 
Services 

4. Capital Outlay 

5. Debt Service 

6. Other Operating 
Services 
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patterns. The middle and poor school districts have had a 

greater deficit to overcome; therefore, they have had to 

place a different emphasis on their spending levels when 

compared to the rich school districts. When analyzing the 

spending patterns, capital outlay was the one object area in 

which the poor school districts spent more money per pupil 

than the middle school districts did after House Bill 72 was 

implemented in 1984. 

Jarvis (1987) conducted a study in Washington. He 

found that increased revenues were largely used to provide 

additional staffing. Small school districts benefited from 

reform more than medium and large districts regardless of 

initial wealth characteristics. Low-wealth districts 

demonstrated larger increases than did wealthier districts. 

The data presented in this Texas study did not show these 

results. The rich school districts in this study seemed to 

get richer and spent more per pupil in each of the six 

object areas. Results from this Texas study showed contrary 

results in that the spending per pupil between the middle 

and poor school districts still favored the middle school 

districts, except in the capital outlay category. So, poor 

school districts in Texas, unlike Javis's findings in 

Washington, really did not demonstrate larger increases in 

spending when compared to wealthier school districts. 

Chavez (1989) did a Texas study on the effects of House 

Bill 72. His purpose was to analyze the effects of House 

128 



Bill 72 on school district expenditures for districts of 

varying wealth, size, and regional location. Some of his 

conclusions were that: (1) the expenditure discrepancies 

that existed before House Bill 72 between low and high 

wealth districts still existed in 1987-88; (2) there was 

significant increases in function expenditures; and (3) 

inflation reduced the impact of function expenditure 

increases even though additional local and state resources 

were added to education. This study, like Chavez's, also 

showed an increase in expenditures as well as discrepancies 

between poor and rich school districts in their per pupil 

expenditures. 

This study of examining what the differences in 

expenditures per student among Texas school districts mean 

in terms of resources provided to students found that there 

was a difference in the per pupil expenditures between the 

rich, middle, and poor school districts in Texas before and 

after the implementation of House Bill 72 in 1984. The 

Texas public school districts increased their per pupil 

expenditures in each of the six object areas over the three 

years being studied. The rich school districts spent more 

money in each of the object areas above the middle and poor 

school districts. Middle school districts spent more money 

in five of the six object areas over the poor school 

districts. After House Bill 72 was implemented, the poor 

school districts spent more money per pupil in capital 
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outlay than did the middle school districts. The impact of 

new monies brought about by House Bill 72 allowed the 1,052 

Texas school districts to increase their per pupil 

expenditures in each of the six object areas. 

When plotting the data on a line graph and calculating 

the slope of the line, the data shown in Tables 4.4 through 

4.6 are the result. The data are shown in a comparison 

format so the three types of Texas public school districts 

can be compared. The slope of the line is determined by 

taking the average increase in expenditures for the years 

from 1985-86 to 1989-90 and by dividing that result by the 

increase in expenditures from 1983-84 to 1984-85. The 

result is the percent of increase in the slope of the line. 

For example, for every dollar amount expended in 1984-85, a 

comparable amount can be calculated for 1989-90. This means 

that for each dollar spent in 1984-85 for the rich school 

district's payroll costs, an average of $2.66 was spent in 

each succeeding year including 1989-90. Figures 4.1 through 

4.6 represent line graph data for each of the six object 

areas being studied. These line graphs provide the visual 

information needed to draw the conclusions for this study. 

The data in Tables 4.4 through 4.6 show what the actual 

increase from 1983-84 to 1984-85 is. The average percent of 

increase per year from 1984-85 to 1989-90 is indicated to 

illustrate the growth in expenditures. All figures are 

reported in constant dollars for analysis purposes. 
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Table 4.4 

Comparison of the Average Per Pupil 
Expenditures Adjusted for Inflation 
and Reported in Constant Dollars 

for the Six Object Areas 
Representing the Rich 

School Districts 
in Texas 

Object 

Payroll Costs 

1983-84 to 
1984-85 
Increase 
in Expen-
ditures 

$271.55 

1984-85 to 
1989-90 
Average 
Increase 
Per Year 

$721.08 

Average 
Percent 
Increase 
Per Year 

25.00% 

Percent 
Increase 
in Slope 

266% 

Purchased and 
Contracted 
Services 

$ 40.49 $122.13 22.44% 302% 

Supplies and 
Materials 

$ 0.86 $ 71.61 19.49% 8,327% 

Other Operating 
Expenses 

-$ 1.16 $ 32.06 22.30% 2,764% 

Debt Service 

Capital Outlay 

$ 46.23 

$ 64.29 

$ 31.82 

$ 18.94 

9.67% 

2.84% 

69% 

30% 
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Table 4.5 

Comparison Of The Average Per Pupil 
Expenditures Adjusted for Inflation 
and Reported in Constant Dollars 

for the Six Object Areas 
Representing the Middle 

School Districts 
in Texas 

Object 

Payroll Costs 

Purchased and 
Contracted 
Services 

Supplies and 
Materials 

Other Operating 
Expenses 

Debt Service 

Capital Outlay 

1983-84 to 
1984-85 
Increase 
in Expen
ditures 

$206.94 

$ 

$ 

$ 

$ 

$ 

17.31 

6.81 

0.82 

33.19 

34.27 

1984-85 to 
1989-90 
Average 
Increase 
Per Year 

$526.28 

$ 

$ 

$ 

$ 

$ 

63.54 

56.59 

17.34 

38.81 

14.67% 

Average 
Percent 
Increase 
Per Year 

24.09% 

21.90% 

20.72% 

20.20% 

16.60% 

3.84% 

Percent 
Increase 
in Slope 

254% 

367% 

831% 

2,115% 

117% 

43% 
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Table 4.6 

Comparison Of The Average Per Pupil 
Expenditures Adjusted for Inflation 
and Reported in Constant Dollars 

for the Six Object Areas 
Representing the Poor 

School Districts 
in Texas 

Object 

Payroll Costs 

Purchased and 
Contracted 
Services 

Supplies and 
Materials 

Other Operating 
Expenses 

Debt Service 

Capital Outlay 

1983-84 to 
1984-85 
Increase 
in Expen
ditures 

$293.45 

$ 27.41 

$ 14.21 

$ 4.19 

$ 21.54 

$ 84.27 

1984-85 to 
1989-90 
Average 
Increase 
Per Year 

$513.77 

$ 55.50 

$ 56.04 

$ 14.88 

$ 38.66 

$ 17.38 

Average 
Percent 
Increase 
Per Year 

26.16% 

22.63% 

21.54% 

20.58% 

23.90% 

4.50% 

Percent 
Increase 
in Slope 

175% 

20% 

394% 

355% 

180% 

21% 
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Research Ouestion Three 

What is the difference among the three categories 

of school districts in terms of the percent of 

expenditures for the given objects identified in 

Bulletin 679, Financial Accounting Manual? 

Research Question Three is a multi-component research 

question that involves changes in several measures. These 

measures include the six object areas of payroll costs, 

purchased and contracted services, supplies and materials, 

other operating expenses, debt service, and capital outlay. 

Research Question Three takes the dependent variable, 

adjusted per pupil expenditures, and classifies it by the 

two independent variables (reporting periods and levels of 

property wealth). Table 3.26 in Chapter III represents the 

findings of adjusted per pupil expenditures for the six 

object areas used in this study. The table shows the 

percent spent on each of the object areas for the rich, 

middle, and poor school districts in Texas. The three years 

of the study show the percents spent by each of the Texas 

public school districts. A grand mean percent was 

calculated for comparison purposes. 

Payroll Costs 

Payroll costs indicates that the poor schools spend 

more of their budget on this object area. Generally, the 

percentage was above both the rich and middle school 

140 



districts percentages for the three years being studied. 

The average payroll costs increased 6.96 percent from 1983-

84 to 1989-90. On the average, all school districts spend 

67.30 percent of their annual budgets for payroll costs. 

These results differ from other studies that have been 

conducted. Hartman and Rivenburg (1985) determined that 

Oregon school districts expended 75 percent of their budget 

for personnel costs. Smith and Smith (1985) found that an 

average of 61 percent of the budgets was directed towards 

personnel. Payroll costs expenditures continued to grow 

because of mandates determined by the implementation of 

House Bill 72 in 1984. 

Purchased and Contracted Services 

The middle school districts improved their percentages 

the most when compared to the rich and poor school 

districts. The middle school districts were third in 1983-

84 and first in 1989-90. The rich and poor school districts 

decreased the percentage of their budgets allocated for 

purchased and contracted services. Even though it was less 

than a percent change, it still becomes significant because 

of how the ranking of the six object areas appear in 1989-90 

(Table 4.3). School districts averaged 7.92 percent of 

their annual budgets for purchased and contracted services 

in 1989-90. This decreased from 8.24 percent in 1983-84, 

but it was above the 7.77 percent in 1984-85. 
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Supplies and Materials 

Supplies and materials percentages indicate some 

interesting results. Middle school districts again improved 

their percentages the most. The middle school districts 

were third in 1983-84 and first in 1989-90 in their supplies 

and materials percentages. During this same period of time, 

the rich school districts reduced their percentage of 

spending for supplies and materials. The percentage of 

spending was the same for 1984-85 and 1989-90 (7.65%). The 

poor school districts also reduced their percentage of 

spending for supplies and materials, but it was still above 

what the rich school districts spent. The average spending 

for this object area fluctuated during the three years of 

the study. It decreased in 1984-85, but it rebounded to a 

higher percentage in 1989-90. Overall the average 

percentage of spending increased .09 percent from 1983-84 to 

1989-90. Smith and Smith (1985) found in their study that 

10 percent of the school district budgets was used for 

supplies and materials. 

Other Operating Expenses 

This object area is the one in which the least amount 

of spending occurs in the Texas public school district 

budgets. Middle school districts continued a trend of 

spending a higher percentage of their budgets for other 

operating expenses when compared to the two other types of 
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Texas school districts. The rich school districts spent a 

higher percentage of their budgets when compared to the poor 

school districts. The poor school districts had a higher 

percentage of spending in their budgets over the rich school 

districts in the three previous objects that have been 

discussed. 

Debt Service 

This is another object area in which the middle school 

districts spent a greater percentage of their expenditures 

above the rich and poor school districts. The middle school 

districts, along with the rich school districts, decreased 

their percentage of spending in this object area over the 

three years being studied. The poor school districts 

percentages of spending fluctuated over the three years. 

They ended up with a .06 percent increase over the time 

period being studied. The Texas school districts averaged 

5.55 percent on debt service expenditures. 

Capital Outlay 

As this study began in 1983-84, capital outlay was the 

second highest spending object area among Texas public 

school districts. It continued that way in 1984-85, but the 

school districts decreased their percentages of capital 

outlay expenditures in the 1989-90 school year. A reason 

for this decrease could be attributed to the fact that the 
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school districts no longer needed to purchase land or equip 

classrooms with new furniture. This had been accomplished 

during the years following House Bill 72. Each of the three 

types of Texas school districts ended up with a decline in 

1989-90 when compared to 1983-84. Mandates in 1984 had an 

immediate impact on rich and poor school districts' spending 

in 1984-85. These school districts increased their 

expenditures from the previous year. The middle school 

districts' percentage of spending only decreased by .02 

percent, a very small amount for comparison purposes. The 

rich and poor school districts outspent the middle school 

districts in this object area. 

Summary 

Hartman's study (1988a) found a consistent pattern for 

spending. On every measure, high spending districts spent 

the most, next came the middle spending districts, and last 

were the low spending districts. The school districts in 

his study were classified according to their wealth. The 

results of this Texas study showed a different set of 

results. Even though the rich school districts had larger 

budgets and spent more money, they did not necessarily spend 

the same comparable conount as middle and poor school 

districts did. This also holds true when comparing the 

middle and poor school districts. The following discussion 

alludes to these remarks. 
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This study found that by evaluating the data associated 

with Research Question Three, there was a difference in 

spending among the three categories of school district 

wealth. They did not expend the Scime percentage of their 

budgets during each of the years involved in the study. It 

is obvious that priorities of each school district centers 

around the object area of payroll costs. This object area 

consumes the vast majority of each budget implemented over 

the state of Texas. The increase in yearly salary mandates 

and the career ladder implementation account for this 

occurrence. Debt service and other operating expenses 

consistently involves a smaller amount of school district 

spending. School districts develop their budgets according 

to their particular needs or wants. This results in the 

differences that are attributed to the fluctuations in 

object area spending in purchased and contracted services, 

supplies and materials, and capital outlay. 

Further analysis shows that a pattern is beginning to 

develop in the object area of purchased and contracted 

services. In each of the three types of Texas public school 

districts, purchased and contracted services made a position 

change in the numerical ranking according to the percentage 

of spending that occurred in 1989-90. This object area 

moved up one position for each of the three types of school 

districts. This change has occurred because of the emphasis 

that school districts are placing on technology. Within the 
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general description of the purchased and contracted services 

object area, technology-related expenditures can be found. 

This object area involves such services or resources like 

data processing service and equipment as well as services 

related to communications and duplication or printing. The 

schools of today must educate students to perform in a 

workforce that is continuously changing due to the 

technological advances that are occurring each day. To help 

with this, school districts must upgrade their technology 

systems. Such systems like electronic information transfer 

and integrated telecommunications are types of technology 

that school districts are investing their money in. 

Expenditures related to technology are found in the 

purchased and contracted services object area. Some other 

factors that have helped to increase spending in this object 

area are utilities, transportation, and consultant costs. 

Utilities and transportation costs have always played an 

important role in generating expenses for school districts. 

Educational reform has also played a role because of the 

emphasis placed on staff development. Consultant fees are 

being paid on a contract basis to bring outside people in to 

a district who have a particular speciality to provide staff 

development training for each of the school district 

employees. Over a period of time, allocation patterns 

become more common. Purchased and contracted services 

provide a typical exeonple of how this is occurring. 
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Capital outlay object area is the only one in which 

expenditures actually decreased over the years involved in 

this study. This decrease occurred in all three types of 

Texas public school districts. This pattern of spending 

results because the school districts no longer have a need 

to purchase new furniture or equipment. This had been 

accomplished during the years right after House Bill 72 was 

implemented in 1984. A greater emphasis was placed on the 

other object areas because of the school districts' needs in 

areas such as payroll costs, supplies and materials, and 

other operating expenses. 

The Texas public school districts actually increased 

their spending the most in other operating expenses after 

1984-85. This refers to a comparison of dollars spent in 

1984-85 and the average spending per year after 1984-85. 

For each dollar spent in 1984-85, the following years' 

averaged $16.61. Insurance costs and employee travel helped 

to increase the spending. Property and liability insurance 

costs have always played an important role in increasing 

expenses for a school district. But with the demand for 

staff development, employee travel costs have also 

increased. Many school districts allow their employees to 

attend state meetings or local workshops to help in 

improving or enhancing their educational skills. 

Another object area that showed an increase in spending 

over the years of this study of Texas public school 
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districts was supplies and materials. The biggest increase 

occurred with the rich school districts. This object area 

involves those basic skills materials and supplies that are 

necessary in order to operate a classroom. These basic or 

general supply expenditures have increased because of the 

emphasis that is being placed on developing new or 

innovative programs that are designed to help educate at-

risk students. The costs of implementing new progrcims 

involve purchasing supplies and materials; therefore, 

additional expenditures occur to provide the proper 

materials and supplies to help make the programs functional. 

The results of this Texas study have shown how the 

school districts are putting priorities on their spending 

patterns. The three different types of Texas public school 

districts have placed an emphasis on different spending 

areas of their budgets. Each of the three types of Texas 

public school districts have taken a different route in 

their expenditure patterns. This study has shown that the 

cost patterns are consistent over time. Tradition seems to 

be the setting for the school districts to establish their 

budgets. This may reflect an incremental approach to 

budgeting by school districts because of the allocations 

that have resulted over the time period involved in this 

study. As previously mentioned, school districts develop 

their budgets according to their particular needs or wants 

and this may not reflect conscious priorities that are 
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really needed by these school districts. This results in 

the differences of spending that has occurred in this study 
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CHAPTER V 

SUMMARY, MAJOR FINDINGS, CONCLUSIONS, 

AND RECOMMENDATIONS 

The purpose of this chapter is to briefly summarize the 

study, present major findings, present conclusions, and to 

make recommendations using the data that were presented and 

analyzed in Chapter IV. Conclusions will be made regarding 

the relationships between the dependent variable (adjusted 

for inflation total per pupil expenditures) and the 

independent variables (reporting periods and levels of 

property wealth). Each research question as well as the 

overall perspective of the study will be addressed. 

Summary 

A new line of school finance research has surfaced. 

This new research agenda begins with the observation that 

the states have increased levels of funding for schools 

beginning about 1984-85, but that there is scant evidence of 

how that new money has been spent. Hartman's research 

(1988a) is the first major empirical inquiry into this 

issue. His work begins with a rather simple premise; that 

is, where are the new school reform dollars going? 
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The Problem of the Studv 

The purpose of this study was to examine what the 

differences in expenditures per student among Texas school 

districts mean in terms of resources provided to students. 

What do high spending districts buy? Is the money used for 

administrative or instructional purposes, or are school 

districts just paying more for the same things? 

Understanding how educational dollars are used helps reveal 

the relationship between money and programs in school 

districts. There were three research questions tested in 

the study. 

1. Research Question One: What is the difference in 

the per pupil expenditures for each of the school 

districts in Texas before and after the 

implementation of House Bill 72 in 1984? 

2. Research Question Two: What is the difference in 

the per pupil expenditures between the rich, 

middle, and poor school districts in Texas before 

and after the implementation of House Bill 72 in 

1984? 

3. Research Question Three: What is the difference 

among the three categories of school districts in 

terms of the percent of expenditures for the given 

objects identified in Bulletin 679, Financial 

Accounting Manual? 
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Procedures 

The research for this study was conducted in three 

phases. The purpose of phase one was to determine the 

feasibility of the research by reviewing the relevant school 

finance and school budget literature. The Texas Education 

Agency was contacted to secure all available financial and 

budget data. Phase two of the study consisted of sorting 

the data obtained from the Texas Education Agency records. 

These records provided a variety of descriptive, financial, 

personnel, and student data for each school district. Using 

these data, further measures were calculated for each school 

district to develop additional descriptive information. 

School district measures included the object expenditure 

areas that involved payroll costs, purchased and contracted 

services, supplies and materials, other operating expenses, 

debt service, and capital outlay. For each group of school 

districts, a set of descriptive parameters were calculated 

for each measure: the mean and standard deviation, maximum, 

and minimum. Phase three of the study consisted of 

analyzing and summarizing the data for presentation and 

analysis. 

Major Findings 

The principal findings of this study regarding what the 

differences in expenditures per student among Texas school 

districts mean in terms of resources provided to students 
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are presented in this section as responses to the three 

research questions involved. Findings for each research 

question will be addressed separately. 

Research Question One 

What is the difference in the per pupil 

expenditures for each of the school districts in 

Texas before and after the implementation of House 

Bill 72 in 1984? 

School district budgets were impacted over the three 

year periods of study because of the added moneies and 

mandates created by House Bill 72 and Senate Bill 1019. 

This study found that there was a difference in the per 

pupil expenditures by each of the school districts in Texas. 

The school districts increased their per pupil expenditures 

in each of the six object areas over the three years being 

studied. The average total per pupil expenditures (adjusted 

for inflation) for all six object areas increased from 

$3,436.96 in 1983-84, to $3,825.86 in 1984-85, and to 

$7,844.36 in 1989-90. The impact of new monies brought 

about by House Bill 72 and Senate Bill 1019 allowed the 

1,052 school districts in Texas to increase their per pupil 

expenditures in each of the six object areas. 

By ranking the six object areas, the data show that the 

average expenditure per pupil for each object area does not 

change until the 1989-90 school year. During that year, 
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purchased and contracted services, supplies and materials, 

and capital outlay changed positions in the ranking. School 

districts were adding more monies to their payroll 

expenditures and placing smaller amounts of monies in their 

capital outlay funds. The supplies and materials object had 

more monies placed in the fund because of the need to 

provide more basic skills materials. 

A comparison of the average expenditures per pupil for 

each of the six object areas provides information to help 

understand how the school districts were spending their 

funds. This information concludes that for every dollar 

amount expended in 1984-85, a comparable amount can be 

calculated for 1989-90. Table 5.1 provides the findings 

that are the result of the comparisons. Capital outlay is 

the one object area where the spending decreased over the 

period of time from 1984-85 to 1989-90. All other object 

areas indicated an increase. The biggest increases in 

average expenditures were in other operating expenses and 

supplies and materials. 

Research Ouestion Two 

What is the difference in the per pupil 

expenditures between the rich, middle, and poor 

school districts in Texas before and after the 

implementation of House Bill 72 in 1984? 

This study found that there was a difference in the per 
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Table 5.1 

A Comparison of the Adjusted for 
Inflation Average Expenditures 
Per Pupil for Each of the Six 

Object Areas Among Texas 
Public School Districts 

Object 

Payroll Costs 

Purchased and 
Contracted 
Services 

Supplies and 
Materials 

For Each Dollar Spent in 1984-85, 
the Following Years' Average; 

$ 2.28 

$ 2.83 

$ 8.42 

Other Operating 
Expenses 

Debt Service 

Capital Outlay 

$16.61 

$ 1.08 

$ 0.28 
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pupil expenditures between the rich, middle, and poor school 

districts in Texas before and after the implementation of 

House Bill 72. The three wealth categories increased their 

per pupil expenditures in each of the six object areas over 

the three years being studied. The rich school districts 

spent more money in each of the object areas than did the 

middle and poor school districts. Middle school districts 

spent more money in five of the six object areas over the 

poor school districts. After House Bill 72 was implemented, 

the poor school districts spent more money per pupil in 

capital outlay than did the middle school districts. The 

new monies brought about by House Bill 72 and Senate Bill 

1019 allowed the 1,052 Texas school districts to increase 

their per pupil expenditures in each of the six object 

areas. 

By ranking the six object areas, the data show that the 

average per pupil expenditures for each object area did not 

change for each of the wealth categories until the 1989-90 

school year. During that year, purchased and contracted 

services and capital outlay switched positions in the rich 

school districts' ranking. The middle school districts 

showed a change in three of the object areas: capital 

outlay moved to the fourth position, purchased and 

contracted services moved from third to the second position, 

and supplies and materials moved from fourth to the third 

position. The poor school districts showed the same type of 
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movement in their expenditures, but supplies and materials 

and purchased and contracted services occupied an opposite 

ranking in relation to the middle school districts' 

comparison. All three wealth categories had payroll costs 

as the highest expenditure, while debt service and other 

operating expenses occupied the last two positions 

respectively. These results indicate that a pattern does 

exist in the population involved in the study. This 

portrays an accurate picture of what is actually happening 

with the object area expenditures in the Texas school 

districts. 

A comparison of the average expenditures per pupil for 

each wealth category and the six object areas provides 

information to help understand how the school districts were 

spending their funds. Table 5.2 provides the findings that 

are the result of the comparisons. The rich school 

districts increased their spending for supplies and 

materials and other operating expenses. The middle school 

districts increased their spending in other operating 

expenses. The rich and middle school districts decreased 

their spending for debt service and capital outlay. The 

poor school districts also decreased their spending for 

capital outlay, but they also decreased their spending for 

purchased and contracted services. 
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Table 5.2 

A Comparison of the Adjusted for 
Inflation Average Expenditures 

Per Pupil for Each Wealth 
Category of Texas Public 
School Districts for 

Each of the Six 
Object Areas 

For Each Dollar Spent in 1984-85, 
the Following Years' Average: 

Object 

Payroll Costs 

Purchased and 
Contracted 
Services 

Supplies and 
Materials 

Other Operating 
Expenses 

Debt Service 

Capital Outlay 

Rich 
School 
Districts 

$ 2.66 

$ 3.02 

$83.27 

$27.64 

$ 0.69 

$ 0.30 

Middle 
School 
Districts 

$ 2.54 

$ 3.67 

$ 8.31 

$21.15 

$ 1.17 

$ 0.43 

Poor 
School 
Districts 

$ 1.75 

$ 0.20 

$ 3.94 

$ 3.55 

$ 1.80 

$ 0.21 
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Research Ouestion Three 

What is the difference conong the three categories 

of school districts in terms of the percent of 

expenditures for the given objects identified in 

Bulletin 679, Financial Accounting Manual? 

There was a difference in spending among the three 

categories of school district wealth. They did not expend 

the same percentage of their budgets during each of the 

years involved in the study. It is obvious that priorities 

of each school district centers around the object area of 

payroll costs. This object area (average of 67.30 percent 

in 1989-90) consumes the vast majority of each budget 

implemented over the state of Texas. The increase in yearly 

salary mandates and the career ladder implementation 

accounts for this occurrence. Debt service (average of 5.5 

percent in 1989-90) and other operating expenses (average of 

3.72 percent in 1989-90) consistently involves a smaller 

amount of school district spending. School districts 

develop their budgets according to their particular needs or 

wants and, particularly, by tradition. This results in the 

differences that are attributed to the fluctuations in 

object area spending in purchased and contracted services, 

supplies and materials, and capital outlay. Table 5.3 

provides information that indicates which wealth category 

spends the higher percentage of their budget on a 

particular budget category area. The 1989-90 school year 
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Table 5.3 

Texas School District Wealth Category 
That Spends the Highest Percentage 
of Their Budget on an Object Area 

for Each Year of the Study 

Object 

Payroll Costs 

Purchased and 
Contracted 
Services 

Supplies and 
Materials 

Other Operating 
Expenses 

1983-84 

Poor 

Rich 

Poor 

Middle 

1984-85 

Poor 

Poor 

Poor 

Middle 

1989-90 

Poor 

Middle 

Middle 

Middle 

Debt Service 

Capital Outlay 

Middle 

Rich 

Middle 

Rich 

Middle 

Rich 
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showed that the middle school districts spent a higher 

percentage of their budgets on four of the six object areas 

when compared to the other two wealth categories. The poor 

school districts spent more of their budgets on payroll 

costs and the rich school districts spent more of their 

budgets on capital outlay when compared to the other wealth 

categories. Patterns did exist throughout the years of the 

study. For their budgets, the poor school districts spent 

the most on payroll costs, the rich school districts spent 

the most on capital outlay, and the middle school districts 

spent the most on other operating expenses and debt service 

during each of the three years involved in this study. The 

poor school districts spent the highest proportion of their 

budgets on supplies and materials for two of the three 

years, and each wealth category lead during one of the years 

for purchased and contracted services. 

Conclusions 

This study has produced a lot of data that can be used 

by school districts in the state of Texas. The school 

boards and superintendents can use the results to see how 

they compare with other school districts. The trends in 

education today lean toward student outcomes and 

productivity. Payroll costs will continue to be the largest 

object expenditure each school district will face. Payroll 

costs, purchased and contracted services, and supplies and 
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materials represent the object areas where the middle and 

poor school districts concentrate the majority of their 

spending. The rich school districts have capital outlay 

expenditures above supplies and materials in their spending 

efforts. It is interesting to note that the rich school 

districts averaged spending $83.23 per year for supplies and 

materials after the 1984-85 school year. This $83.23 

corresponds to $1.00 being spent in 1984-85. The poor 

school districts averaged spending $0.20 per year after 

1984-85 for purchased and contracted services. They 

actually decreased their average spending in this object 

area. All three wealth categories greatly reduced their 

expenditures in the capital outlay object area when dollar 

amounts are compared over the years of the study. 

The rich school districts seem to become richer and 

richer with their reform money. The gap in adjusted 

expenditures per pupil continues to exist between the rich 

school districts and the middle and poor school districts. 

The average adjusted per pupil expenditures is above the 

average of the middle and poor school districts in five of 

the six object areas. Debt service is the only object area 

where the average for the middle school districts is above 

the average for all the 1,052 Texas school districts. 

Capital outlay is the only object area in which the poor 

school districts outspent the middle school districts. The 

rich school districts represent 352 of the total school 
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districts. This means that basically 700 school districts 

average adjusted per pupil expenditures is below the average 

for all 1,052 school districts. A skewed distribution 

occurs because of the impact of the monies that the rich 

school districts possess. 

When the three wealth categories are compared using the 

adjusted per pupil expenditures in the percentage of budget 

expenses, the results are distinctively different. Even 

though the rich school districts spend more money per pupil, 

it does not mean that they are spending a higher percentage 

of their budgets for a particular budget object area. For 

example in 1989-90, the middle school districts expended a 

higher percentage of their budgets in four of the six object 

areas. The poor school districts spent a higher percentage 

of their budgets for payroll costs. The rich school 

districts expended a higher percentage of their budgets in 

the capital outlay object area. 

Since it takes a bigger part of the budget to hire 

teachers to provide a minimum foundation program, the poor 

school districts must spend more of their budgets on payroll 

costs. Generally, the rich school districts pay better 

salaries, but with their available financial resources the 

percentage spent is less than poor school districts. This 

holds true for the capital outlay object area also; the rich 

school districts have more money available to purchase land, 

vehicles, or furniture and equipment. These two object 
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areas, described up to this point, are the ones in which the 

middle school districts spent the least cimount of their 

budget percentage (1989-90). Their pattern of expenditures 

has taken a different route because of the reality factor 

poor school districts placed on payroll costs and rich 

school districts placed on capital outlay. 

This study and Hartman's study (1988a) can help to 

serve as models for future studies on determining how school 

districts are spending their financial resources. A study 

like this takes a lot of time to compile all the available 

data. Because of this fact, not very many studies have 

occurred. These studies can help develop a beginning for 

further research to see if the choices made by school 

districts with varying expenditure levels spend them on 

resources that are presumed to influence or enhance 

educational outcomes for students. 

Recommendations 

History shows that public education has always received 

large increases in real resources over the past decades, 

especially the last three. As new funds are provided to 

public education, education leaders and state policymakers 

will need to decide how to use these funds productively. It 

is imperative for educational leaders in the 1990s to create 

a new vision for education and to allocate new dollars 
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toward progreims or strategies that show high promise for 

implementing that vision. 

The results of this study have shown how the school 

districts in Texas are allocating their budgets eunong object 

categories. The different wealth categories have placed an 

emphasis on different spending areas of their budgets. New 

issues in education are now related to student outcomes and 

educational productivity. The new issues of the 1990s will 

concern the disparities in student outcomes. To help in 

making new policies and regulations, education policy 

analysts will need to find ways to restructure the education 

programs, the uses of fiscal resources, and the level of 

funding to produce less disparity in the level of what 

students know and are able to do. The issue may be less 

emphasis placed on the variation in expenditures spent per 

pupil and more emphasis placed on how expenditures will help 

districts meet new national and state education goals. 

Schools and school districts must be aware of how their 

money is being spent. 

Future studies could take the results of this study and 

work on the cost/quality relationship between expenditures 

and student outcomes. Educational expenditures are made by 

school districts to purchase specific resources. These 

resources are used in educational progreims. These programs 

provide the learning experiences which lead to the 

educational outcomes for students. 

165 



state education agencies and local school districts 

will need to implement new policies to link finance to 

develop or implement programs needed to accomplish national 

and state goals for student performance. A new trend for 

financing schools centers around accountability. The 

general idea is to financially reward those schools that 

succeed in accomplishing their educational objectives and to 

impose sanctions on schools that consistently do not. 

Teacher compensation, the largest component of school 

district budgets, and the emphasis on how to pay teachers to 

improve educational productivity is likely to continue 

throughout the 1990s. If trends continue as they are, 

school districts will be faced with the dilemma of financing 

several non-school programs. These programs relate to the 

goal of having all students come to school ready to learn. 

These programs are such things as preschool, child care for 

working parents, poverty and health programs, and extended-

day kindergarten. 

This study has produced a basis for studying how Texas 

school districts have spent their reform money. As 

educational policies change, school districts must pay 

attention to their spending practices. Once they know where 

their money is being spent over a period of time, they will 

need to implement new policies or change their decision 

making practices to provide more accountability for their 

expenditures. 
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APPENDIX 

BULLETIN 679 

OBJECTS 

Class 

6100 
6110 

Detail 

6111 

6112 
6113 
6114 

Code Description 

PAYROLL COSTS 
Salaries or Wages 

Teachers and Other 
Professional Personnel 

Substitute Teachers 
Clerical and Ancillary Workers 
Part-Time, Temporary, and 

Substitute for Clerical 
and Ancillary Workers 

6115 Career Ladder Salary 
Supplement 

6120 Overtime Pay 
6121 All Personnel 

6130 Other Payroll Payments 
6131 Employee Allowances 
6132 Stipends - Employees 
6139 Other Payroll Payments 

6140 Employee Benefits 
6141 Social Security 
6142 Group Health and Life 

Insurance 
6143 Workmen's Compensation 
6144 Sick Leave 
6145 Unemployment Compensation 
6146 Teacher Retirement 
6147 Sick Pay Leave (After 

Termination of Employment) 
6148 Vacation Leave Pay (After 

Termination of 
Employment) 

6149 Other Employee Benefits 
6200 PURCHASED AND CONTRACTED SERVICES 
6210 Professional Services 

6211 Legal Services 
6212 Audit Services 
6213 Consultants 
6214 Tax Collection and Evaluation 
6215 Data Processing Service 
6216 Pupil Appraisal Services 
6217 Cocurricular Event Services 
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Code 
Class 

6220 

6230 

6240 

6250 

6260 

6270 

6280 

Detail 

6218 
6219 

6221 
6222 
6223 

6231 
6232 
6239 

6241 
6242 
6249 

6251 
6252 
6253 
6254 
6259 

6261 
6262 
6263 
6264 
6266 
6267 
6269 

6271 
6272 
6273 
6274 
6279 

6281 
6282 
6283 
6284 
6286 
6287 
6289 

Student Assembly Services 
Other 

Transportation and Tuition Services 
(Non-District Supplied) 
Tuition 
Transportation 
Tuition - Contract Special 

Education 
Transfers to Districts Within the 

State 
Tuition Services 
Transportation Services 
Other Services 

Transfers to Districts Outside the 
State 
Tuition Services 
Transportation Services 
Other Services 

Regional Education Service Center 
Services 
Media 
Data Processing 
Special Education 
Vocational Education 
Other Services 

Maintenance and Repair Services 
Furniture 
Data Processing Equipment 
Vehicles 
Audio-Visual Equipment 
Buildings 
Grounds 
Other 

Utilities 
Water • 
Telephone and Telegraph 
Electricity 
Gas 
Other Utilities 

Rentals - Operating Leases 
Furniture 
Data Processing Equipment 
Vehicles 
Audio-Visual 
Buildings 
Land 
All Other Rentals 

177 



Code Description 
Class Detail 

^290 Quasi-External and Other 
Miscellaneous Services 

6291 Communications Services 
6292 Data Processing Services 
6293 Printing and Duplication 

Services 
6294 Motor Pool Vehicles 
6295 Maintenance Services 
6296 Central Warehousing Services 
6297 Self Insurance Fund 
6299 Other Quasi-External and Other 

Miscellaneous Services 
6300 SUPPLIES AND MATERIALS 
6310 Supplies and Materials Maintenance 

and Operations 
6311 Furniture 
6312 Data Processing Equipment 
6313 Vehicles 
6315 Janitor 
6316 Buildings 
6317 Grounds 
6319 Other 

6320 Supplies and Materials - Audio-
Visual 

6321 Audio-Visual 
6330 Books, Magazines, and Periodicals 

6331 Books 
6332 Textbooks 
6333 Magazines and Periodicals 
6339 Other 

6340 Testing Materials 
6341 Testing Materials 

6350 Food Service 
6351 Food 
6352 Non-Food 
6353 Items for Sale 

6390 Supplies and Materials - General 
6391 General Supplies 
6399 Other 

6400 OTHER OPERATING EXPENSES 
6410 Travel and Subsistence 

6411 Travel and Subsistence -
Employee Only 

6412 Stipends - Non-Employee 
6413 Travel and Subsistence - Board 

Members 
6414 Travel and Subsistence/ 

Stipends - Students 
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Code Description 
Class Detail 

6430 Insurance and Bonding Expenses 
6431 Property Insurance 
6432 Liability Insurance 
6433 Bond Expenses 
6434 Athletic Insurance 
6439 Other Insurance 

6440 Election Expense 
6441 Election Expenses 

6450 Expenditures to Cover Deficits of 
Other Funds 

6453 Student Activity 
6459 Other 

6490 Miscellaneous Operating Expenses 
6491 Fees and Dues 
6492 Awards 
6499 Miscellaneous Operating 

Expenses 
6500 DEBT SERVICE 
6510 Debt Principal 

6511 Bond Principal 
6512 Lease-Purchase Principal 
6513 Long-Term Loan Principal 

6520 Interest 
6521 Loans 
6522 School Bus Warrants 
6523 Bonds 
6524 Leases 
6529 Other 

6590 Other Debt Service Expense 
6591 Fees 
6592 Local Assessment for Refunding 

Bonds 
6599 Other 

6600 CAPITAL OUTLAY - LAND, BUILDINGS, AND 
EQUIPMENT 

6610 Land Purchase or Improvements 
6611 Land Purchase 
6612 Land Improvements 
6613 Fees 

6620 Building Purchase or Construction 
6621 Building Purchase or 

Construction 
6622 Land Improvements 
6623 Fees 
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Code Description 
Class Detail 

6630 Furniture and Equipment 
6631 Furniture 
6632 Data Processing 
6633 Vehicles 
6634 Audio-Visual 
6635 Library Books 
6639 Other 

6640 Depreciation Expense of Proprietary 
and Fiduciary Fund Types 

6641 Buildings and Improvements 
6642 Furniture and Equipment 
6643 Capital Leases 

6650 Fixed Assets Under Lease/Purchase 
6651 Lease/Purchase of Buildings 
6652 Lease/Purchase of Furniture 

and Equipment 
6990 Other Uses 

6991 Flow-Through Out 
6992 Transfers Out 
6994 Loans 
6999 Miscellaneous Other Uses 
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