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CHAPTER I 

INTRODUCTION 

The problem with K-12 public school fiinding in the United States is that schools 

are expected to do more—educate more students, increase performance standards, offer 

more diverse and needs-appropriate curricula and programs—with less funding 

(Rothstein, 2002). While teachers scramble to meet ambitious new academic targets, 

school district spending patterns have changed little in the past three decades (Miles, 

2001). As a result, in Texas approximately 100 school districts are circling-the-drain and 

there are many others idiCing financial exigency or a lack of fiscal resources (Albanese, 

2002). For the purposes of this study, circling-the-drain is the phenomenon of a public 

school district's progression into financial insolvency, often caused by financial 

exigency, which includes but is not limited to: expenditures exceeding revenues, 

declining fimd balance, stagnant tax rate, declining enrollment, declining property values, 

or error. 

Financial exigency refers to any event or occurrence arising suddenly that calls 

for immediate action or remedies (Black, 1979) and creates a need for a school district to 

reduce financial expenditures (Texas Association of School Boards, 2002). Public school 

districts experiencing financial exigency begin circling-the-drain, which demands the use 

oi cost-reduction methodology. For the purposes of this study, cost-reduction 

methodology is defined as any cost containment/control measures that produce direct cuts 

or constraint of budget grow t̂h relative to demand (Disend, 2000). 



An extant review of literature regarding financial exigency and circling-the-drain 

phenomena reveals that the number of strong, empirically based studies of how schools 

and school districts respond to sudden financial strife is relatively small. In contrast to the 

large corpus of works on equity and adequacy issues in public education, the question of 

how school districts deal with financial exigency has largely been ignored. The scant 

amount of current literature suggests that due to a general lack of knowledge, school 

districts resort to cost-reduction methodologies that are not cost effective, quick fixes, 

and unrealistic; the process often mirrors state and federal surgery with a blunt scalpel 

(Cavanagh, 2002). 

Overview of the Problem 

Based upon a thorough review of current public school funding literature, school 

finance experts can generally agree only on three basic points: available resources per 

pupil are dwindling even in good economic times, research should uncover how funds are 

actually spent, and schools will have to discover more cost-effective ways to use existing 

resources (Hadderman, 1999). These three points of school finance synergy compose the 

core of a three-pronged, conceptual nucleus of school funding dilemmas. Based on the 

relevant literature, three dilemmas associated with school fiinding are: (a) retrospective 

rationale, (b) efficiency, and (c) a general lack of knowledge regarding financial exigency 

and cost-reduction. These three dilemmas exacerbate the problems of circling-the-drain 

and financial exigency in public school districts across the nation. 



In Texas and across the United States, the K-12 public school system is engulfed 

in retrospective rationale. Retrospective rationale is defined as an underlying reason for 

or explanation of controlling principles of practice (Merriam-Webster, 1986) based on 

reference to the state of things existing before the act in question (Black, 1979). In the 

case of school fimding, the definition of retrospective rationale can be characterized as 

raising academic accountability standards without due consideration to additional ftinding 

levels to achieve the new standards. The advent of academic standards-based 

accountability initiatives prior to addressing the financial means to achieving them is the 

quagmire resulting from the retrospective rationale dilemma. 

As the federal government has become more deeply involved in the nation's 

schools, the issue of adequate resource distribution across the states has come to the fore 

(Odden, 2000). Thus, schools fimding retrospective rationales have been exacerbated by 

the federal government's passage of the No Child Left Behind Act (NCLB) in 2001. This 

legislation requires states to implement annual student assessment programs as part of a 

broader accountability system that includes school report cards, and state-set minimum 

performance standards (NCLB Act, 2001). As a precursor to NCLB, many states moved 

aggressively during the 1990s to implement higher K-12 public education standards. In 

fact, by 2004, the majority of states required the passing of an exit exam for student 

graduation, and most had in place some form of school accountability system (Boser, 

2001). These new educational goals, strategies, problems, and understandings eclipse the 

traditional focus of school finance policy and require that school finance policy reposition 

itself to meet these new demands (Odden, 2000). 



In lieu of higher academic accountability, a growing number of state courts are 

interpreting the education clauses in state constitutions to require providing an 

opportunity for all children to reach an adequate level of content knowledge and skills. 

Thus, as accountability paradigms shift toward higher expectations for student learning 

and stringent consequences for resuhs, many public school districts are beginning to 

demand the resources and support they say are needed to do the job. As national, state, 

and local school ftinding paradigms begin the slow evolution toward adequacy-based 

ftmding formulas without additional resources injected into the already saturated system, 

the retrospective rationale dilemma evolves into an efficiency dilemma. 

Accordingly, with the outlook for additional money for education uncertain, the 

efficiency dilemma encourages educators to examine their current use of resources in 

order to ensure maximum productivity for their educational dollars (Odden & Archibald, 

2000). The basic premise of the efficiency dilemma is that schools must use their dollars 

better (Odden, 2000). The inherent dilemma with focusing on efficiency to attain 

adequate fiinding is, as Dunn (1999) has observed in his defense of rural school districts 

against charges of inefficiency, "defining an economically efficient education requires a 

pecuniary yardstick that is, at best, esoteric, and, at worst, indecipherable to non-

economists" (p. 117). 

Further compounding this problem is that almost invariably, decreases in school 

fiinding stem from external factors, which the local school district cannot control (Work, 

2002). In Texas, these external factors include decreases in student average daily 

attendance and property value fluctuations, which are two of the three main drivers of 



school funding in the state of Texas (Karr, 1999). Local property tax-rates are the third 

driver of school funding in Texas. Thus, the efficiency process of reallocating existing 

resources to help defray the costs of providing a more academically adequate education 

inevitably leads to a third dilemma: a general lack of knowledge dilemma. 

The general lack of knowledge dilemma regarding financial exigency and cost-

reduction methodologies can be ascertained via comprehensive survey of the extant 

literature on school funding adequacy, efficiency, and cost containment in public 

education. For the last three decades of the 20'^ century, the bulk of empirical research on 

school funding has been focused squarely on the equity dimension, particularly as 

reflected via the impact of judicial decisions addressing the validity of established 

fimding arrangements when measured against state constitutional provisions. Precisely 

how effective judicial intervention has been in achieving equity goals is open to debate. 

Fvirthermore, whereas the courts have recently become more willing to define what 

constitutes an equitable and adequate public school education, they have generally left 

the problem of how this can be achieved to state legislatures and local school districts. 

In contrast to the plethora of literature regarding equity and adequacy issues in 

public education, the question of how school districts deal with financial exigency has 

largely been ignored. Due to the complexity and political nature of the issue, school 

districts often desire anonymity in dealing with financial exigency, which only serves to 

compound the lack of knowledge dilemma. Further anxiety stems from the daunting fact 

that financially exigent school districts are compelled to capture significant savings 

through cost-reduction methodologies while still maintaining and improving both fiscal 



and academic performance to provide better service to both children and taxpayers 

(Pereus, 2000). As the lack of current literature demonstrates, school districts, state 

departinents of education, and school finance scholars all have a compelling need for 

research in the areas of financial exigency and cost-reduction methodologies. 

Statement of the Problem 

The current gap in knowledge of how school districts reduce expenditures to 

remedy financial exigency and identify causal factors of impending financial disaster is 

the largest barrier to improvements in school fiinding. This lack of knowledge is 

compounded by the fact that school-level fiscal data are essential to the simukaneous 

achievement of cost control, adequacy, and enhanced student learning outcomes, but 

those data are also expensive to collect (Picus, 2000). As Picus (2000) has commented, 

there is not yet a comprehensive database for determining how schools actually spend 

money. Despite the large sums spent annually for K-12 education, remarkably little is 

known about how those funds are used at the individual student and school building 

levels. School finance studies have traditionally focused on school districts as the level of 

analysis, and most states collect information only from constituent school districts at the 

district level (Picus, 2000). 

The focus of most state finance reporting systems is on fiscal accountability, not 

understanding how or why resource decisions are made. These systems generally focus 

on object-level reporting. As a consequence, a great deal is knovm about how much 

schools spend for salaries, benefits, contracts, and so forth, but relatively little is known 



about expenditures by ftmction (such as instruction, administration, pupil services, 

maintenance and operations, transportation), and even less about how much is spent by 

individual programs (Picus, 2000). Only nine states, including Ohio, Texas, and Florida, 

have begun to collect school-level, as opposed to district level, cost data (Picus, 2000). 

In 2002, depending on measurement criteria employed, between 15 and 17 states 

had reduced funding for K-12 education despite the advent of higher academic 

accountability via NCLB (Hagenbaugh, 2002; Wilgoren, 2002). As a result, districts 

across the country have had to slash budgets when financial exigency threatens. For 

example in 2002, New York City districts were faced with $305 million in cuts (Zhao, 

2002). Illinois attempted to solve its fiscal crisis by making massive cuts ($176 million) 

to public education funding (Cavanagh, 2002, Shields, 2002). Despite several attempts by 

state legislators to mitigate the impact of an $860 million shortfall in state resources, 

Oregon school districts reduced employees and cut educational programs (Borja, 2002). 

School boards in California cut teacher salaries and benefits as a result of falling revenues 

and reductions in funding (Rothstein, 2001). Across the country many districts were just 

merely "getting by" at that time (Cadwallader, 2002). 

Justification for the Study 

Despite the existence of dramatic funding crunches, research in the field of public 

school fiinding was focused squarely on adequacy and equity issues as late as 2003. Yet, 

based on the literature, the need for research in the area of cost-reduction and the factors 

associated with financial exigency is apparent. A fertile field for this type of research can 



be found in Texas, where there are approximately 100 school districts that are circling-

the-drain and there are many other districts facing financial exigency and a lack of 

funding (Albanese, 2002). In fact, there have been at least 100 school districts in Texas 

that experienced financial exigency and requested assistance in one form or another from 

the Texas Education Agency (V. Flathouse, personal communication, November 20, 

2001). This assistance has come with one requirement: a plan of action from the district 

to confront financial exigency. 

There are three rudimentary problems associated with cost-reduction methods and 

their use in situations of financial exigency. One issue that allows for no easy solutions to 

the use of cost-reduction methods is the variance in school district size and financial 

situations (Bolton, 2000). This problem can easily be comprehended in a state such as 

Texas, where small rural districts are the predominant means of providing education to 

many students; however, enormous student populations can also be seen in many urban 

and suburban areas. Therefore, one prescriptive list of cost-reduction methods cannot be 

generalized to work for every district in any situation. As an a priori basis for this study, 

variations in size and financial situations call for a plethora of cost-reduction methods for 

use in specific situations. Hence, one size does not fit all. 

Another problem in dealing with cost-reduction and financial exigency in schools 

is the relatively vague connection between program costs and student learning. Numerous 

examples abound from business literature about the relationship between production 

supplies and programs and eventual product sales; however, this relationship has been an 

afterthought in educational studies and literature primarily because of the difficulty of 



quantifying the output of knowledge and relating its enhancement to a specific 

educational program (Downes & Figlio, 1999). 

Thus, remarkably little is known about how funds are used at the individual 

student and school level. School finance studies have traditionally focused on school 

districts as the level of analysis, and most states collect information only from school 

districts at the district level (Picus, 2000). As a consequence, a great deal is knovm about 

how much schools spend for salaries, benefits, contracts, and so forth, but relatively littie 

is known about expenditures by function (instruction, administration, pupil services, 

maintenance and operations, transportation), and even less about how much is spent by 

individual programs (Picus, 2000). 

Finally, the major problem with cost-reduction methodology and financial 

exigency is the lack of relevant research on the issue. The most significant factor is the 

minimal amount of detailed information about how schools and school districts spend 

money and, more pointedly, how they have attempted to cut costs when faced with less-

than-adequate finances. This comes as no surprise when one considers that in general, 

public school finance is one of the most discussed and least understood aspects of public 

education (Odden & Picus, 1992). Furthermore, school finance experts concede that there 

are no easy solutions in as much as values often are in confiict, conditions vary widely 

from place to place, and knowledge about the link between resources and learning is 

incomplete (Bolton, 2000). 



Research Ouestions 

In order to determine how school districts reduce expenditures to remedy 

financial exigency and the factors associated with this process, the following research 

questions have been formulated: 

1. How do school districts in declared states of financial exigency reduce 

expenditures? 

2. What patterns emerge from how financially exigent school districts reduce 

expenditures? 

3. Are the patterns that emerge from how financially exigent school district 

reduce expenditures related to certain school district characteristics? 

4. What patterns emerge as 'circling-the-drain' factors, which cause school 

districts to become financially exigent in the first place and subsequently 

reduce expenditures? 

Theoretical Framework 

To answer the aforementioned research questions, the qualitative research 

methodology of content analysis was chosen to analyze the contents of cost-reduction 

documents submitted to the Texas Education Agency by school districts in the state of 

Texas who were circling-the-drain of financial exigency. The school districts that made 

up the sample have, at the request of the TEA, composed textiaal cost-reduction 

documents to delineate the framework used to reconcile revenues with expenditures to 

address financial exigency. These required cost-reduction documents are a prerequisite 

10 



for receiving financial assistance, in the form of advice and delayed recapture of state 

education funding, from the TEA. The financially exigent district names and cost-

reduction documents were in the possession of Dr. Ed Flathouse, Associate 

Commissioner for Finance and Compliance for TEA. 

In order to have access to the data set for the purposes of this research study, an 

agreement to keep anonymous the names and identifier information of the districts was 

required. This agreement for anonymity was accompanied by limited access to the 

documents and a requirement of returning all cost-reduction documents to the TEA upon 

completion of the study. Furthermore, the limited access necessitated the selection of a 

purposefiil sampling of the approximate 100 financially exigent school districts. The 

districts for the purposeful sample were selected randomly from a filing cabinet in 

Flathouse's office at TEA with 11 cost-reduction plans randomly selected by Flathouse 

personally and 14 randomly selected by the researcher. It is also important to note that 

the 3 districts in the pilot study are included in the purposefully sampling of the 24 

districts' cost-reduction documents. Initially, the purposeful sample originally contained 

25 districts' cost-reduction documents; however, one district's cost-reduction document 

was not legible due to photocopying error. Thus, the purposefiil sample for this study 

contains 24 districts. This purposefiil sample of 24 school districts represent 24% (N = 

100) of the total estimated sample of 100 school districts that were facing financial 

exigency and requested the help of TEA. The 100 districts represent 9.6% (N = 1037) of 

the total school districts in Texas. The 24 sample districts represent 2.31% (N = 1037) of 

the total school districts in the Texas. 

11 



The reason document content analysis is the best methodological framework for 

analyzing textual cost-reduction documents is the ability of this research tool to utilize a 

set of procedures to make valid inferences from text, while allowing the researcher to 

classify the textual material, reducing it to more relevant, manageable bits of data 

(Weber, 1990). Moreover, content analysis provides summarizing, quantitative analysis, 

which relies on the scientific method and is not limited as to the types of variables that 

may be measured or the context in which the messages are created or presented 

(Neuendorf, 2002). When existing theory or research literature carmot give a complete 

picture of the message pool, as in the case of the cost-reduction plans to be analyzed, the 

researcher must take a more practical approach and become immersed in the world of the 

message pool, conducting qualitative scrutiny of a representative subset of the content to 

be examined. In this way, variables emerge from the message pool, and the investigator 

is well grounded in the reality of the message according to Neuendorf (2002). 

Procedures 

Utilizing the computer program Microsoft Excel, an instrumentation-coding 

program was constructed. The purpose of the coding program was to collect data from 

the textual cost-reduction plans from the 24 districts. The TEA did not prescribe a 

framework for the presentation format of the cost-reduction documents. This lack of 

standardized format, combined with the ambiguity of the data contained in the cost-

reduction documents confirmed the necessary use of content analysis as the research tool. 

The emergence of variables associated with cost-reduction methodology and circling-the-

12 



drain factors were categorized by recording the number 1 if it was present in the content 

of the cost-reduction plan analyzed, and the number 0 if it was not present. This process 

of variable construction was consistent with the purpose of utilizing content analysis as a 

research tool. 

Purpose of the Studv 

There are three reasons it was important to find answers to the questions 

concerning cost-reduction methodologies used by Texas school districts facing financial 

exigency. First, continuing to simply teach prospective school administrators the 

rudiments of budgeting and accounting will not sufficiently prepare them to provide the 

leadership needed to adequately educate the children of tomorrow. Tomorrow's 

instructional leaders will require skills in such finance-related areas as cost-benefit and 

cost effectiveness analysis as well as skill in managing both human and material 

resources (Rossmiller, 1987). 

If administrator preparation programs are reflective and proactive in approaching 

the education of the leaders of the new millermium, then practical, application-based 

studies must be examined to help the public school leaders of tomorrow navigate 

financial dilemmas. Second, the stated research questions will guide the assessment of 

financially troubled districts statewide, as identified by TEA, to determine the cost-

reduction methods and techniques these districts used in an effort to bring costs in line 

with revenues, thereby avoiding financial disaster. Evaluative information of this kind 

could prove useful to both school practitioners and state policy-makers in future 

13 



considerations regarding the best methods to avoid financial exigency during troubling 

financial times and in methods to use to determine the possibility of financial exigency. 

Currently, many cost-reduction methods used by school districts are quick fixes, 

not cost effective, and are often unrealistic (Cavanagh, 2002). The findings of this study 

provide a prescriptive application of financial cost-reduction methodologies for school 

districts experiencing financial exigency. Further, it is expected that certain patterns 

related to circling-the-drain of financial exigency will be revealed based on the data 

provided from the content analysis of school districts cost-reduction documents in the 

representative sample. This information could prove critically important for school 

districts when they analyze financial data for early indications of financial exigency. If 

such knowledge is identified and found to be useful, districts could execute cost-

reduction methodologies strategically prior to experiencing the pain of complete financial 

exigency. 

Finally, the findings of this study provide a specificity that was lacking in the 

literature regarding new information on this aspect of public school finance. The relevant 

research provided herein allows policy and law makers the opportunity to verify 

questions and concerns related to the current school funding concerns in Texas. In fact, 

one of the primary issues facing Texas lawmakers is how to maintain equity and 

adequacy in the Texas Public School Finance System when confronted with multiple 

challenges including a growing concern about what a sufficient (adequate) state share for 

public education should be (Karr & Sparkman, 1998). 

14 



Significance of the Studv 

This study is both timely and relevant, particularly with the possibility of a special 

legislative session pending to address the Texas school finance system in the spring of 

2004. The intent of this study is to help close the current gap in knowledge regarding 

cost-reduction methodologies used during times of financial exigency. Further, this study 

examines factors and patterns associated with cost-reduction methodologies in relation to 

school district characteristics. Additionally, this study provides specificity in the area of 

how school districts in financial exigency cut their budgets. This information, when 

coupled with patterns of financial exigency, provides educational practitioners and 

policy-makers, a conglomerate of information for policy recommendations and 

considerations to improve the financing of Texas public schools. Finally, this study 

attempts to determine patterns of factors that cause financial exigency. The presence of 

these circling-the-drain patterns could formulate the basis of a conceptual framework for 

early diagnosis of pending financial exigency for public school districts in Texas. 

Delimitations 

This study was confined to Independent School Districts in the state of Texas. 

The data garnered were based on financial reduction plans submitted to the TEA as per 

the Agency's request to the District based on financial situations leading to fiscal 

exigency. The TEA provided the documents and required, due to the sensitive nature of 

the documents and the political ramifications of the data contained, that any identifiers of 

districts be removed. Thus all districts chosen for this stiady were identified and coded 

15 



numerically by the assignment of a number between 1000 and 1023. These numbers were 

chosen due to the ease in identifying the larger numbers as opposed to 0-23. 

Limitations 

Due to the wide array of political and financial situations a particular school 

district may find itself in, one of the limitations of this study would be that the cost-

reduction measures generally employed by school districts facing financial exigency may 

not be readily applicable to every school district wanting to reduce expenses. 

Additionally, the sample is relatively small (n = 24) and includes only Texas school 

districts facing financial exigency. Thus, additional relevant cost-reduction measures 

were not garnered for districts not in dire fiscal straits, which may limit the usefulness of 

the data collected to help districts reduce expenditures prior to experiencing financial 

exigency. Another limitation was the lack of applicability of certain cost-reduction 

measures to all school districts. Moreover, generalizability may prove difficult due to 

differences in size, wealth, and community priorities. Additionally, since the sample 

contains only disfricts in Texas, conclusions may not be generalizable beyond Texas. 

Assumptions 

This study was based on the assumption that the documents studied were accurate 

representations of the cost-reduction documents provided to the TEA by school districts 

in Texas who have been requested by the Agency to compile and submit the documents. 

Additionally, the content of the cost-reduction documents was assumed to be consistent 

16 



across the sample; however, by utilizing content analysis methodology, the variables may 

emerge as the study progresses. An assumption was that the sample districts accurately 

reported all methodologies employed to reconcile costs with expenditures and thwart 

financial exigency. Moreover, another assumption was that the sample districts were 

truthful in their revelations of cost-reduction. Additionally, the study assumed that inter 

coder reliability would prove the content analysis valid. Finally, researcher bias was 

assumed to not skew the results of the data. Specifically, the researcher is a practitioner 

in a Texas school district as superintendent of schools. Further, the researcher has 

experienced various degrees of financial exigency in all three school districts in which he 

has worked both as a teacher and administrator. 

Definition of Terms 

Adequacy: Pertaining to school finance, adequacy is defined as the attainment of 

sufficient fimding levels, in absolute terms, to produce the likelihood that all students will 

achieve at acceptable, specified levels (Clune, 1994). 

"Circling-the-drain": phenomenon of a pubUc school district's progression into 

financial insolvency, often caused by financial exigency, which includes but is not 

limited to: expenditures exceeding revenues, declining fund balance, stagnant tax rate, 

declining enrollment, declining property values, or error. 

Cost-reduction Methodology: Cost containment/control measures that produce 

direct cuts or constraint of budget growth relative to the resources or the demands on 

them (Disend, 2000). 

17 



Efficiency Dilemma: The efficiency dilemma encourages educators to examine 

their current use of resources in order to ensure maximum productivity for their 

educational dollar (Odden & Archibald, 2000). The basic premise of the efficiency 

dilemma is that schools must use their dollars wisely (Odden, 2000). 

Educational Service Center (ESC): These 20 regional centers assist public school 

districts in Texas in improving student performance, enabling school districts to operate 

more efficiently and economically, and helping school districts implement educational 

initiatives assigned by the legislature or commissioner of education (Texas Education 

Code, 2002. 11.003), and by providing additional services. 

Error: The circling-the-drain phenomenon that occurs when school districts in 

Texas do not attain their budget projections for student enrollment and are overpaid by 

the state and subsequently spend the overpayment. This overpayment is recaptured by 

the state the following year by the deduction of the overpayment in the school district's 

state foimdation funding. 

Financial Exigency: The term financial exigency includes any financial event or 

occurrence arising suddenly that calls for immediate action or remedy (Black, 1979), and 

creates a need for a school district to reduce expenditures (Texas Association of School 

Boards, 2002). 

Independent School District (ISD): A school system of one or more schools, 

created in accordance with the laws of Texas, which has the primary responsibility for 

implementing the state's system of public education and ensuring student performance in 

accordance with the state's accountability system (Texas Education Code, 2002, 11.002). 
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Lack-of-Knowledge Dilemma: The dearth of information about how school 

districts reduce expenditures when facing financial exigency. There is not yet an adequate 

database for determining how schools actually spend money (Picus, 2000). 

Public school system: refers to the K-12, constitutionally mandated and publicly ftmded 

educational system in Texas. The mission of the public education system is to ensure that 

all Texas children have access to a quality education that enables them to achieve their 

potential and fully participate now and in the fixture in the social, economic, and 

educational opportunities of our state and nation. That mission is grounded on the 

conviction that a general diffusion of knowledge is essential for the welfare of this state 

and for the preservation of the liberties and rights of citizens (Texas Constitution, Article 

7, Section 1, retrieved on March 30, 2004 from 

http://vyww.capitol.state.tx.us/statutes/edtoc.html). 

Retrospective Rationale: Retrospective rationale is defined as having reference to 

a state of things existing before the act in question (Black, 1979), an explanation of 

controlling principles of practice and underlying reasons (Webster, 1986). In the case of 

school funding adequacy, retrospective rationale is defined as raising academic 

accountability standards without due consideration to adequate fiinding levels. 

Robin Hood: The concept of "Robin Hood" as applied specifically to Texas 

public school finance is the process by which local tax dollars generated in property-

wealthy school districts are redistributed with other state aid fiinds to less affluent 

districts (Walker & Casey, 1996). This process is commonly known as recapture 

(Flathouse, Karr, & Marshall, 1999). 
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School board: An independent school district governed by an elected board of 

trustees who, as a body corporate, oversee the management of the school district (Texas 

Education Code, 2002, 11.051). 

Texas Education Agency (TEAV The government body responsible for the State 

of Texas' education; it is the administrative arm of the policy-making State Board of 

Education (Texas Education Code, 2002, 7.002, 7.021, and 7.055). 
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CHAPTER II 

REVIEW OF THE LITERATURE 

The First Wave of Education Finance Litigation: Equity 

Fiscal adequacy and its derivative value of efficiency have risen to the top of the 

public school educational funding agenda in recent years; however, school finance policy 

for most of the 20* century largely concerned fiscal equity, and the key problem was 

usually, but not always, caused by differences in property wealth per pupil (Odden, 

2000). Equity issues were first raised during the Progressive Era at the start of the 20* 

century. Yet, it was not until the 1960s that reformers discovered a means for equalizing 

differences in revenue per pupil across school district lines that did not require the 

accession of voters in rich districts to indirectly transfer public monies to their property-

poor counterparts. 

Wise (1964) made the seminal breakthrough on this count when he asserted that 

school equity was "justiciable" under federal and state constitutional law. Wise reasoned 

that if upper- and middle-class citizens would not voluntarily agree to increase revenues 

going to economically poor school districts by raising the contribution of state monies to 

public schools within their borders, then federal or state courts could compel them to do 

so by declaring existing arrangements to be unconstitutional under equal-protection 

clauses. In 1968, Wise published his landmark Rich Schools. Poor Schools in which he 

delineated the conceptual nucleus of what would become the first wave in school finance 

reform litigation. This approach was then articulated by Coons, Clune, and Sugarman 
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(1970), who outlined a district power-equalizing approach to the fiinding of public 

schools to replace the foundation method required by Progressive Era reforms. 

In 1971. the first lawsuit following the proposed reform blueprint by Wise and 

others was heard on appeal by the California Supreme Court in the case of Serrano v. 

Priest. California's highest tribunal affirmed the validity of the reformers' argument. The 

Serrano court wrote: (a) that education is a fiindamental right under the constitution of the 

state of California; (b) that inequities in educational opportunity are a matter for the 

judiciary to consider; and, (c) that both the U.S. Constitution's equal protection clause 

and California's equal protection clause mandate judicial intervention upon a showing of 

fact (i.e., significant inter-district tax and educational resource disparities) (Serrano v. 

Priest 1. 1971). With the Serrano decision paving the way, representatives from poor 

school districts across the country began filing similar challenges in both federal and state 

courts (Ward, 1998). 

This first wave of school finance litigation was short lived. In 1973, the United 

States Supreme Court heard the case of San Antonio Independent School District v. 

Rodriquez. The matter was brought on appeal by a group of Mexican-American parents 

who complained that whereas their property tax rate was some 25 percent higher than 

those of Anglo school districts in Texas, because they were property poor their districts 

were only able to sustain a budget that was 40 percent less on a per-pupil basis than those 

of their wealthier counterparts CSan Antonio ISD v. Rodriquez. 1973). The nation's 

highest court concluded, however, that the United States Federal Constitution does not 

recognize education as a fiindamental right and therefore wealth discrimination does not 
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fall under its equal protection clause (Alexander & Alexander, 1998). This was a setback 

for both the Texas plaintiffs and for the school finance litigation reform movement as a 

whole. Nevertheless, the United States Supreme Court expressed its sympathy for the 

plight of the plaintiffs and noted that whereas the key to education as a fiindamental right 

could not be located within the United States Constitution, it might be found in the 

variable education clauses within state constitutions and therefore be remediable under 

state equal protection doctrine (Alexander & Alexander, 1998). 

The Second Wave of Education Finance Litigation: 
Equity and Equal Protection 

The Rodriquez decision furnished plaintiff reformers with the impetus for a 

second wave of public school finance litigation on equity and equal protection grounds. 

The key issue in this second wave concerned the equal protection implications of 

education clauses in the constitutions of several states, each of which had something to 

say about the nature of public schooling and the state's responsibilities. The specific 

language of these state constitution education clauses varied (and continues to vary) 

substantially: some require legislatures to establish a "uniform system of public schools," 

others mandate state lawmakers to provide a "thorough and efficient," "ample" or 

"adequate" education (Rebell, 1998). 

The California Supreme Court reheard Serrano in 1977, and this body upheld its 

1971 decision by finding that education was a fiindamental right under the constitution of 

that state (Serrano v. Priest 2. 1976). On the same basis, reformer plaintiffs also prevailed 

in New Jersey (1973), Connecticut (1977), Washington (1978), West Virginia (1979), 
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Wyoming (1980). and Arkansas (1983). However, in the majority of cases heard between 

1973 and 1988, state supreme courts opined that public education was not a fiindamental 

right for purposes of triggering equal protection mechanisms for the purposes of 

establishing equity in educational funding (Rebell, 1998). 

Despite expressions of sympathy toward poor school district plaintiffs, 15 state 

courts declared their states' education finance system to be constitutional (Rebell, 1998). 

Concurrently, within those states in which the courts had ruled in favor of the reformers 

on the issue of fiindamentality, state legislatures either resisted the judicial mandate for 

change (as in New Jersey in 1988), ignored the court's order altogether (as in West 

Virginia), or changed the system in a way that did nothing to alter the inter-district 

resource gap (as in Connecticut) (Rebell, 1998). 

The Third Wave of Education Finance Reform: 
Adequacy 

Starting with the 1989 Rose decision of the Kentucky State Supreme Court, a 

third wave in the school finance reform movement emerged, and with it, fundamental 

change injudicial interpretations of equality of educational opportunity, its importance, 

and its nature (Rebell, 1998). In Rose v. Council for Better Education, Kentucky's 

Supreme Court went beyond the plaintiffs' request seeking more equitable funding 

formulas by striking down the entire state system of education as violative of Kentucky's 

constitution (Rose v. Council for Better Education, 1989). The Rose court found that 

Kentucky's overall educational effort was inadequate and failed to provide an efficient 

system of schools owing to low level of per pupil expenditure for state as a whole when 
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compared to other states (Rose v. Council for Better Education, 1989). The Kentucky 

judges discussed the intentions of the state constitution's framers and concluded that 

education was meant to be a fundamental right of vital interest to the state. 

The court went on to specify the core elements of an adequate public school 

education. They proclaimed that all public school students in the state must be afforded 

the opportunity to learn the skills required to function in a complex and rapidly changing 

civilization (Rose vs. Council for Better Education, 1989). Under the Rose doctrine, not 

only must educational funding arrangements be equitable, they must yield an adequate 

education that is subject to judicial scrutiny, and in the event of a legislative default, to 

judicial determination. The issuance of this view ultimately led to the passage of the 

Kentucky Education Reform Act of 1990 (KERA) by the state legislature. 

Three decades after the California Supreme Court's first hearing of Serrano, 

several lessons emerged from these cases. Essentially, what has been learned is that 

courts and policy makers can develop standards for what is an adequate education, and 

that litigation can lead to equity in educational finance (Koski & Levin, 2000). Also, 

more sophisticated studies seem to suggest that court decisions have reduced the revenue 

and spending disparity between property wealthy and property poor districts, despite the 

difficulties courts face in implementing equity decrees (Koski & Levin, 2000). Yet, even 

within those states in which the judiciary has ruled in favor of plaintiff reformers, there 

remain huge disparities in per pupil spending by public school districts (Payne & Biddle, 

1999). 
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The most important consequence of this third wave of public education reform 

litigation lies in the transition from a focus on equity to a concentration on adequacy. 

Combined with the accountability movement, in the wake of this transition, new 

educational goals, strategies, problems, and understandings have emerged that eclipse the 

traditional focus of school finance policy and require that school finance policy reposition 

itself with these new demands (Odden, 2000). Indeed, adequacy shifts the focus of school 

reform from inputs to an emphasis on outcomes (Picus, 2000). At present, public 

education systems are required to meet both equity and adequacy criteria (Odden, 2000). 

Thus, it is hoped that by improving the adequacy of school resources, further gains in 

equity within school districts and among states can be attained (Garris & Elchanan, 

1996). 

Summarizing the most important trends that have emerged in public education 

finance since Rose, Odden (2000) highlighted five developments. The first of these, 

again, is the change from equity to adequacy and, with it, the goal of achieving a high 

quality education for all students in all districts as measured by demanding performance 

standards. The second is the widespread assumption that the goal of adequacy can be 

largely accomplished with ftjnds already in the system, with an additional modest level of 

new fiinds that are naturally added to the system (Odden, 2000). This second trend means 

that the issues of educational effectiveness, efficiency, and productivity are squarely on 

the school finance agenda (Odden, 2000). The third trend is the development of policies 

to make schooling more effective and efficient. This includes: market-based proposals, 

such as vouchers, charter schools, and the like, and, above all, school-based management. 
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Odden (2000) noted that "a running theme across these quite disparate policies is the 

focus on school-based financing" (p. 470). The fourth trend, along with school based 

management (SBM) strategies; there is a concerted effort underway to alter teacher 

compensation schedules. The gist of this drive is to pay individual teachers for 

knowledge and skills, that is, for the level and breadth of their professional expertise, and 

to provide bonuses to entire school faculties when they collectively improve student 

performance (Odden, 2000). Finally, as the federal government has become more deeply 

involved in the nation's schools, the issue of the adequacy of resource distribution across 

the states has come to the fore (Odden, 2000). 

What We Have Learned 

The three waves of public school finance litigation, legislation, and policy 

recommendations have squarely focused the attention and debate on the issues of equity 

and adequacy. In 1989, an overview of the right to education under state constitutional 

law was initiated by an observation that the 1980s had witnessed an outcry against a 

perceived decline in the academic performance of elementary and secondary schools in 

the United States of America (Hubsch, 1989). In light of the publication of A Nation at 

Risk, Hubsch (1989) observed that the long-predominant issue of fiinding equity had 

been subsumed within the broader complaint that many, if not most, schools were failing 

to provide students with an adequate education. By this time, the public at large had 

become alarmed by a significant decline in student performance on standardized tests that 

was not limited to those attending pooriy fionded schools (Hubsch, 1989). 
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The erosion in the output quality of American public education was a ubiquitous 

phenomenon. Given the increased knowledge and skill requirements of a postindustrial 

economy, students graduating from the nation's public schools were ill equipped to meet 

file challenges ahead of them (Ralph, Keller, & Grouse, 1994). Given the substantial rise 

in per pupil expenditures that took place in the 1980s, the tax-paying public placed the 

onus of responsibility for this deterioration on the shoulders of educational decision

makers and practitioners. It was in the late 1980s that public demands for greater 

accountability in public education began to surface along with proposals to expose the 

nation's schools to market forces. Although educational professionals have thus far been 

successful in resisting, arguably, the most objectionable policies, such as the adoption of 

state-wide voucher systems, several state legislatures have established performance 

mechanisms linking increases in local school taxes to gains in student achievement 

(Pipho, 1999). Even in states that have not yet made this linkage, individual school 

boards have promised property taxpayers that their target budgets were contingent on 

improvements in student performance measured by changes in scores on standardized 

tests (Pipho, 1999). 

Moreover, accountability in public education has been embraced at the national 

level, with both the Clinton and the Bush Administration's proposing to intervene in 

school districts that fall short of their marks. Academic accountability became the norm 

in 2002, when President George W. Bush signed into law the No Child Left Behind Act 

(NCLB). This legislation requires all states to implement annual academic assessment 

measures as part of a broader accountability system that includes school report cards, the 
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end of social promotion, and state-set minimum performance standards (Robelen, 2002). 

As a precursor to NCLB many states have moved aggressively during the last decade to 

implement higher K-12 public education standards. In fact, by 2004 the majority of states 

will have required the passing of an exit exam for student graduation, and most will have 

in place some form of school accountability system (Boser, 2001). 

Within certain educational policy circles, the accountability movement has been 

characterized as inherentiy unfair. Accountability critics have argued that while the 

public wants more out of their schools, taxpayers are unwilling to fiimish their local 

districts with the level of resources needed to meet this demand. Considering this 

disparity, critics have concluded that paying for high-quality education is not a priority in 

this country (Hicks, 2000). According to Hanushek and Rivkin (1997), the most 

significant occurrence in public education funding in the United States is that the growth 

in expenditure per student fell precipitously in the early 1990s. 

The forces behind this deceleration in the growth of per pupil outlays are 

manifold and complex. Nevertheless, school boards are plainly under pressure to give the 

public more value for their tax dollars. More annual district budgets have been 

scrutinized of late, and often there has been concerted opposition to bond referendum 

proposals for capital outlays (Clabaugh, 2000). This despite the fact that at present, the 

mean age of public school buildings in the United States is forty-two years, with some 28 

percent of these facilities being more than fifty years old, and with nearly half lacking the 

electrical and communications wiring necessary for full computerization (Clabaugh, 

2000). 
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This current funding crunch is likely to become even more severe in the years 

ahead. Investigating the broad contours of American educational costs causes a refiective 

conclusion about what the future holds: The declining student enrollment in the 1980s 

allowed per-student expenditures to rise faster than total spending (and, presumably, tax 

rates), but this fortuitous situation has ended and reversed. At the same time, tighter local 

government budgets and expanding employment opportunities for women will place even 

greater pressure on school district budgets. These may, as already foreshadowed in the 

early 1990s, spell continuing fiscal difficulties for schools as citizens and voters 

inevitably become more concerned about costs and returns on investments in public 

education (Hanushek & Rivkin, 1997). 

Succinctly put, schools must use their dollars more wisely (Odden, 2000). With 

the outlook for additional money for education uncertain, educators must examine their 

current use of resources in order to ensure maximum productivity for their educational 

dollar (Odden & Archibald, 2000). Public schools' capacity to devise innovative ways to 

reach greater organizational productivity or efficiency is often problematic. While 

teachers scramble to meet ambitious academic targets, schools spending patterns and 

organization structures have changed little in the latter part of the 20* centtiry according 

to Miles (2001). At the same time, greater attention must be paid to details that have long 

been neglected (Miles, 2001). 
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How Much Does Money Matter 

In her recent study, Burke (1999) observed that school level inequalities exist in 

the distribution of educational resources both within and across districts. As this finding 

suggests, even in states in which districts have relatively equal per pupil revenues along 

district lines, there are substantial differences in per-pupil spending among schools within 

a district and among schools across districts (Picus, 2000). Indeed, differences in 

spending within districts are often greater than inter-district differences (Burke & White, 

2001). As suggested previously, Kentucky stands out as an exception to this somewhat 

disappointing pattern of inequitable funding across and within its school districts. A 

decade after the Rose decision was handed dovm. Hunter (1999) wrote: 

But even more impressive now—nine years later—Kentucky has stayed the course. 
Other states that have tried to institute changes of a similar nature have often 
failed at the outset or experienced significant backsliding. In Kentucky, however, 
school funding statewide has increased dramatically, the gap between revenue per 
pupil in high-wealth and low-wealth districts has narrowed by 59%, and all 
schools have adopted at least some innovative education reforms, (p. 485-486) 

Thus, Kentucky has concurrently met the equity and the adequacy criteria set forth by its 

Supreme Court through its broad, multifarious education reforms and transfer of 

governance authority to local schools (Hunter, 1999). 

Under KERA, school-based management (SBM), also known as site-based 

management, was initiated, giving greater power to principals and to mixed SBM 

councils composed of school administrators, teachers, parents, and other stakeholders 

who had primary control over key program, curriculum, and sttident policy decisions. 

The biggest change under the KERA was in the performance assessment of educators, the 
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public now holding both Kentucky public school teachers and principals accountable for 

student performance, as measured by standardized tests, and through compensation 

systems that linked pay to student educational achievement (Hunter, 1999). 

Kentucky notwithstanding, whether judicial intervention has paid off on either 

equity or adequacy remains undetermined. The jury is still out as to whether major 

progress has been made through the courts on equalizing per pupil public school 

expenditures at given levels of local tax effort. The linkage of this question to a second 

issue, whether increased funding has yielded (or can yield) improved quality of school 

output also remains a matter of debate. As Dayton (1996) has asserted: 

Regarding the academic debate over the efficacy of judicial involvement in 
school fimding reform, just as the academic debate over the effect of expenditures 
on educational opportunity has not reached an indisputable conclusion, neither 
will the debate over the efficacy of judicial involvement in handing reform reach 
an irrefutable conclusion, (p. 26) 

One of the governing assumptions of the school finance litigation movement was 

that the redistribution of resources to poor school districts would necessarily enhance 

student learning through such mechanisms as reduced class size and lower 

teacher/student ratios. It seems logical to conclude that more dollars allows you to buy 

things that school districts, parents, and teachers value; however, excess cost is a second 

order issue (Wise, 2000). Former Education Secretary William Bennett noted that 147 

studies conducted by the Department of Education, produced no strong, positive 

correlation between spending more and getting a better result (Bennett, cited in Baker 

1991, p. 28). Ironically, although it stands to reason that additional educational 

expenditures should enhance student-learning outcomes, the association is neither as 
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sfrong nor as unambiguous as we would expect. Despite hundreds of studies and years of 

debate, the question of how much a money matter is still hotly debated (Picus, 2000). 

Coleman first voiced skepticism about whether there is a connection between the 

amounts of money spent on education and student-learning outcomes in the 1960s. It 

was, however, a meta-analysis performed by Hanushek in a 1986 study that continues to 

serve as a lightning rod. Hanushek analyzed results from 147 empirical studies that 

investigated the relationship between per pupil expenditure levels, on the one hand, and 

student performance on standardized tests, on the other. As Secretary Bennett's 

subsequent pronouncement indicated, Hanushek's analysis led to the disheartening 

conclusion that the amount of money spent on education has very little influence upon 

student achievement (Hanushek, 1986). 

Despite the characterization by his critics, Hanushek (1986) did not conclude that 

money does not matter, but that beyond an unspecified level of spending, further per 

pupil outlays quickly encounter a law of diminishing returns. Translated into the current 

environment by Picus, the central finding of Hanushek's study was not that there is no 

linkage between financial inputs and learning outputs, but that schools need to spend the 

resources they have more efficiently if they are going to be able to improve student 

learning (Picus, 2000). Both contemporary meta-analyses and similar studies conducted 

tend to affirm Hanushek's findings. 

Among the former, Childs and Shakeshaft (1986) found a very small positive 

association in the expected direction. On the basis of their meta-analytical results, the 

relationship between student achievement and the level of educational expendittires is 
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minimal with those expenditures which relate directly to instruction, such as teacher 

salary and instructional supplies, having the most positive relationship to student 

achievement (Childs & Shakeshaft, 1986). Nyhan and Alkardy's (1999) meta-analysis 

results led them to conclude that increases in direct classroom expenditures per student 

have little impact on student achievement scores. The results of this study provide modest 

support for targeted expenditures for smaller class sizes (Nyhan & Alkardy, 1999). 

What Nyhan and Alkardy (1999) did affirm is that student poverty, that is coming 

from a low-income family or residing in a low socioeconomic community does exert an 

influence on student learning in the expected, negative direction. On this count, Koski 

and Levin's (2000) review of the pertinent research indicated that no set of school 

interventions could fully compensate for differences in socioeconomic background. 

Indeed, some research has concluded that student background variables are so powerfial 

that, insofar as high school is concerned, whether a student attends a "good school" or a 

"bad school" has only a marginal impact on student learning as measured by scores on 

standardized tests (Ralph, Keller, & Grouse, 1994). Even among those who maintain that 

dollars do matter, the impact of extraneous factors on student achievement is 

acknowledged to be large. Thus, Payne and Biddle (1999) conducted a sttidy that found 

that both poor school funding and child poverty affect student achievement in the United 

States, that such effects are largely independent of one another, that these effects are 

substantial, and that they are largely independent of the impact of other factors, such as 

curriculum and socioeconomic status, that may also affect achievement. 
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During the 1980s, 1990s, and beyond, a significant body of effective school 

strategies have been published and disseminated by reform-minded education scholars. 

Most of these reform variables, however, relate much more to the way in which resources 

are used, like the processes of the school and classroom, than to the level of resources per 

se, thus lending support to the view that adequate resources are necessary, but not 

sufficient, to ensure increased student achievement (Rossmiller, 1987). The point that the 

uses to which resources are put, rather than the level of resources per se, is what 

influences student achievement, is a corollary of many studies that have found only a 

weak association between the amount of money spent per student and the quality of the 

education afforded to them. Thus, it may well be that the amount of money a school 

district spends is not so vital as how the money is spent (Childs & Shakeshaft, 1986). 

Rising Costs of Education 

To better comprehend how money is spent in public school finance, first it is 

necessary to examine the factors behind rising costs in public education. Hanushek and 

Rivkin (1997) have traced the contours and discerned the underiying forces and factors 

behind the growth in public school spending in the United States between 1890 and 1990. 

For the 100 year period as a whole, Hanushek and Rivkin found that real public 

expenditure on primary and secondary education in the United States rose from $2 billion 

in 1890 to $187 billion in 1990, growing from less than 1 percent of GNP to 3.4 percent 

of national output (Hanushek & Rivkin, 1997). 
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During the period the researchers designate as the "The Great Expansion" of 

1890-1940, the rising cost of American public schooling was propelled by increases in 

student enrollment, itself a product of a growing population, of mandatory school 

attendance laws, and of rising expectations for individual educational attainment 

(Hanushek & Rivkin, 1997). Nevertheless, only one-third of the total cost increase 

between 1890 and 1940 came about as a result of burgeoning enrollment, while per-

student cost expansion, which rose from $164 a year in 1890 to $772 in 1940, accounted 

for two-thirds (Hanushek & Rivkin, 1997). 

In what these researchers call the "Baby Boom" period, designated as 1940 

through 1970, the driving force was a steady decline in pupil/staff ratios, thereby raising 

instructional costs per student (Hanushek & Rivkin, 1997). During the "Great 

Intensification" period, designated as 1970 through 1990, public school enrollment 

actually declined: there were 5,000,000 fewer public school students in the United States 

in 1985 than there were in 1970; however, there was a steady rise in instructional 

expenditures associated with even smaller average class sizes, add-on enrichment 

programs for regular students and categorically defined at-risk or special-needs students 

(Hanushek & Rivkin, 1997). The problem, as perceived by the researchers, is that during 

the 1970s and into the 1980s, while per-stiadent increases drove total costs up, the decline 

in student enrollment counterbalanced the effects of continuing intensification (Hanushek 

& Rivkin, 1997). This fortuitous situation is changing. During the late 1980s and 

continuing through out the 1990s, the offset of falling enrollment ended as the school-age 

population began to grow again (Hanushek & Rivkin, 1997). 
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Looking at the entire century-long period, Hanushek and Rivkin (1997) noted that 

the two determinative variables have been the declining pupil-staff ratio and the rising 

price of instructional staff Between 1970 and 1990, student/staff ratios declined from 

20.5 to 1 in 1970 to 15.4 to 1 in 1990 (Hanushek & Rivkin, 1997). This decline in the 

pupil-staff ratio despite the rise in instructional costs suggested a long-term policy of 

attempting to raise school quality by reducing the pupil-staff ratio. The policy is 

justifiable if it is associated with improved student learning outcomes. 

On the other hand, if the decline were unrelated to student performance, this 

portion of expenditure would represent a pure cost increase that lowers the return on any 

educational investment through inefficiencies (Hanushek & Rivkin, 1997). The policy of 

raising educational quality by reducing mean class size is not the only variable behind the 

sharp drop in instructional staff to student ratios. In fact, much of the increase is 

attributable to changes in the school population. On this count, Hanushek and Rivkin 

(1997) comment: 

The grovyth in students with identified handicaps coupled with legal requirements 
for providing educational services for them has increased the size of the special 
education sector. Therefore, the expansion of the more staff-intensive special 
education sector could reduce overall pupil-staff and pupil-teacher ratios without 
commensurate decreases in mainstream class sizes, (p. 48) 

The passage of the Education of All Handicapped Children Act (EAHCA) in 1975 

by the U.S. Congress triggered a dramatic expansion in the number of special education 

children enrolled in public schools and an even sharper rise in the number of special 

education teachers employed by public school districts. Between 1980 and 1990, while 

total student enrollment declined by 1.5 million, the number of special education students 
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increased from 4 million to 4.7 million as the percentage of public school students 

classified as disabled rose from 9.7 percent to 11.6 percent (Hanushek & Rivkin, 1997). 

During tiiat same period, the number of special education teachers working in public 

schools grew by more than 50 percent (Hanushek & Rivkin, 1997). 

Despite this increase, only one-third of the decline in student-staff ratio that took 

place during the "Great Intensification" period can be attributed to special education. 

Allowing that there were dramatic differences among states, special education accounted 

for less of the growth in educational resources during the 1980s than many asserted 

(Hanushek & Rivkin, 1997). This is not to say that special education expenditures are 

unimportant variables in the current cost pressures facing public schools. Special 

education becomes more important in times of fiscal stringency because of the legal 

status of such spending dictates it take precedence over regular education spending 

(Hanushek & Rivkin, 1997). During the 1990s, as rises in per pupil costs have 

experienced a deceleration, special education takes a larger share of any new money 

when there is less total budgetary growth (Hanushek & Rivkin, 1997). 

In the public's mind, the main factor in rising school costs and taxes is often 

ascribed to teacher pay. Teacher salaries and benefits are issues of growing concern 

among school districts, especially when many have had to raise local taxes to fiind 

mandated increases associated with the state salary schedule (Karr & Sparkman, 1998). 

Hanushek and Rivkin's (1997) study resuhs confirm rising salaries for instructional staff 

as one of the principal etiological factors in the overall cost equation: 

Since 1970, instructional staff price changes have accounted for a substantial 
portion of the increase in per student expendittire, although all the increase 
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occun-ed after 1980. Between 1970 and 1980, the real price of instructional staff 
actually declined by an average of over $10 per day, failing to keep up with high 
inflation rates. Between 1980 and 1990, the price of staff jumped by almost $40 
per day. imposing tremendous cost pressures on schools, (p. 45) 

In the public mind, the rising militancy of teacher unions and lobbying 

organizations is one of the chief culprits here. Unionization has undoubtedly contributed 

to pressures to reduce class sizes and to increase salaries along with changing the political 

economy of spending decisions. Nevertheless, this is only part of the story. Rising 

teacher pay is best viewed in the context of an explanatory framework first presented by 

Baumol in a 1967 issue of the American Economic Review under the title of "The 

Macroeconomics of Unbalanced Growth." 

The application of the model presented by Baumol begins by noting that public 

education is a labor-intensive endeavor that derives little productivity growth from 

technological change while other sectors of the economy have enjoyed strong 

technology-driven productivity changes. Since wages rise roughly in proportion with the 

average growth rate of labor productivity in all sectors, the technologically stagnant 

sector, in this case public education, faces increased labor costs (Baumol, 1967). Thus, 

what ails public education finance in the long run are the adverse cost implications of 

differential technological change and productivity growth. 

"Baumol's disease" has significantly influenced labor costs in public education. 

Between 1970 and 1990, when compared to wages for all female workers in the U.S. 

economy, female teacher salaries actually declined in relative terms by 10.7 percentage 

points to the 75.1 percentile rank (Hanushek & Rivkin, 1997). This occurred because 

compensation for female employees in other sectors, notably those enjoying robust. 
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technology-driven productivity gains, rose dramatically. For male teachers, by contrast, 

there was no corresponding decline; they actually experienced a rise of 1.8 percentage 

points, due largely to the aging of the male teaching corps (Hanushek & Rivkin, 1997). 

Hanushek and Rivkin (1997) assert that the implication of these changes is that teachers 

have been drawn from farther down the overall nonteacher earnings distribution: 

The instructional staff price increase was therefore far below a magnitude 
necessary to maintain teacher salaries at their historical locations of men and 
women. To maintain the same relative positions in 1970 and 1990, female real 
teacher salaries would have had to increase by an additional 20 percent. Even 
worse, since female teachers have been drawn to a profession that offers them 
declining compensation relative to the pay that they could receive in a 
technologically-dynamic, high-productivity gain sector there seems to be little 
doubt that a large fall in relative teacher earnings over a long period of time will 
eventually exert a depressing effect on school quality, (p. 58) 

Further teacher-related cost variables such as health care insurance and retirement 

fimding doubled as a proportion of total teacher compensation between 1967 and 1991 

(Hanushek & Rivkin, 1997). A portion of these changes, however, stems from benefits 

extended to noninstructional school staff The largest contributor here has been the cost 

of learning materials and school-level support staff The rapid rise in other instructional 

expenditure between 1960 and 1980 was consistent with a very substantial growth in 

school-level clerical and support staff (Hanushek & Rivkin, 1997). 

After the passage of Title I and various desegregation programs, there was a 

marked increase in teacher aides working in American public schools, from 57,000 in 

1970 to 326,000 in 1980 (Hanushek & Rivkin, 1997). Rounding out the picttire Hanushek 

and Rivkin (1997) asserted: 
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Central administrative costs have remained at roughly 5 percent of total 
expenditure throughout the time period covered. All increases in instructional 
staff usage have thus been accompanied by proportional increases in 
administration. The same is true for plant maintenance and the residual category 
"other." The latter includes transportation costs, which rose substantially during 
this period, (pp. 61-62) 

However, it was the decline in student/teacher ratios along with salary increases that did 

not raise female teacher remuneration at the same pace as pay for college-educated 

women in other sectors, which has been the main driver in the upward march of public 

education costs since 1970. Other researchers have either confirmed or augmented the 

findings of Hanushek and Rivkin on the causes of increased public school costs. 

Hanushek and Rivkin did not directly address the distinction between teachers in 

the core curriculum and instructional personnel in noncore subjects. Comparing the 

situation in 2000 with that of 1960, Odden and Archibald (2000) have vwitten: 

Though salaries have risen a bit, most of the money was spent for more 
professional staff. In the main, staff was added to areas outside of the core 
curriculum and regular classroom. The number of specialist teachers in areas of 
art, music and physical education increased to enrich the school curriculum as 
well as to provide preparation time for teachers. Programs for special needs 
students—compensatory education, bilingual education, special education, 
desegregation, etc. were expanded. Schools also hired large numbers of 
instructional aides for a variety of purposes. As a result, the percentage of 
classroom teachers compared to other school employees declined, (p. 546). 

This analysis is congruent with that presented by Hanushek and Rivkin, but it also 

emphasizes the enrichment factor in public education. 

Miles and Darling-Hammond (1998) have noted that in the United States, the 

proportion of regular classroom teachers to all staff is much lower than in other nations. 

Between 1950 and the late 1990s, the percentage of public education workers classified 

as teachers dropped, from 70 percent to 53 percent, and only 43 percent of total staff in 
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American schools are regulariy involved in classroom teaching (Miles & Dariing-

Hammond, 1998). By contrast, in European public school systems, the percentage of all 

school staff engaged in classroom teaching ranges from 60 percent to 80 percent (Miles 

& Darling-Hammond, 1998). Furthermore, the rise of outiays for handicapped, poor, and 

at-risk students, between 1967 and 1991, absorbed 58 percent of the new dollars devoted 

to education (Miles & Dariing-Hammond, 1998). Thus new inputs, with strings attached, 

did not go toward the remediation of past problems. 

Part of the cost/output predicament can also be ascribed to inflexible rules and 

regulations. For example, in Texas, in kindergarten through grade 4, class size is limited 

to 22 students (Texas Education Code, 2004). Similarly, in the Boston public school 

system, class size is limited to 28 students, and when an additional student arrives, a new 

teacher must be added to the faculty (Miles & Darling-Hammond, 1998). 

Additionally, despite substantial pay increases in the 1980s, job dissatisfaction, 

including dissatisfaction with pay, among public school teachers has risen during the 

1990s, teacher turnover rates have undergone a commensurate increase, and there has 

been a marked decline in the quality of new teachers (Clabaugh, 2000). All of these 

adverse trends are entirely consistent with Hanushek and Rivkin's thesis. Although the 

United States produces more than enough teachers in the 1,300 plus teacher training 

programs, many never teach. The problem is that they are drawn away from teaching 

toward other occupational sectors in which they can realize substantially higher pay rates 

(Cooper &Liotta, 2001). 
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Taken collectively, the analyses of the forces that have propelled public education 

costs and associated local property tax rates to their current levels do not suggest any 

reason for optimism about the capacity of schools and school districts to make 

meaningful inroads on them through cost containment/control measures. Surveying the 

options available to decision-makers at the district level reduces remedial strategies to 

two categories: direct cuts or constraint on budget growth relative to the resources or the 

demands on them (Disend, 2000). 

Efficiency 

The definition of efficiency and means for measuring its attainment are not clear-

cut. As Dunn (1999) has observed in his defense of rural school districts against charges 

of inefficiency, "Defining an economically efficient education requires a pecuniary 

yardstick that is, at best, esoteric, and, at worst, indecipherable to noneconomists (p. 117). 

Yet, it is hoped that by improving the adequacy of school resources, further gains in 

equity within school districts and among states can be attained (Garris & Elchanan, 

1996). For better or worse, many state courts that have ruled on school finance litigation 

cases have imposed their own definitions of efficiency. 

In the Texas case, Edgewood Independent School District v. Kirby, during its first 

hearing of the matter, the Texas Supreme Court defined efficiency with reference to 

differential tax effort noting that there must be a direct close correlation between a 

district's tax effort and the educational resources available to it. In other words, school 

districts should have equal access to similar revenues per pupil at similar levels of tax 
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effort (Edgewood ISD v. Kirby, 1989). The notion of efficiency was often at the 

forefront of the equity debate. The issue of efficiency was observed by Farr and 

Trachtenberg (1999) in their analysis of the Edgewood cases in Texas: 

The notion of "efficiency" reoccurs in each episode of the Edgewood dvanm. In 
Edgewood I, the court found that the constitutional concept of "efficiency" calls 
for a direct and close correlation between a district's tax effort and the educational 
resources available to it. One of the revealing and fascinating aspects of this 
series of cases is how the court's concept of "efficiency" changes over time. Each 
new decision reveals a creative and novel approach to this term. (p. 640) 

Attainment of optimal efficiencies in the deployment of school resources requires 

a great deal of data and data crunching. Nevertheless, technical information and expertise 

of this sort often is not available to local schools, which points to an area where the 

federal government could provided needed assistance through carefully planned and 

targeted research and development activities (Rossmiller, 1987). Further compounding 

the issue is that efficient educational spending is an inherently subjective matter; for 

taxpayers who value specialist-intensive instructional programs like art, music, and 

physical education, transferring resources from these enrichment areas into core 

curriculum programs may not be viewed as an efficient means of enhancing the quality of 

educational output. As Picus (2000) noted, there is not yet an adequate database for 

determining how schools actually spend money. Despite the large sums spent annually 

for K-12 education, we know remarkably little about how those fiinds are used at the 

individual student and school level. 

School finance studies have traditionally focused on school districts as the level of 

analysis, and most states collect information only from constituent school districts at the 

disfrict level. The focus of most state finance reporting systems is on fiscal 
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accountability, not understanding how or why resource decisions are made. The systems 

generally focus on budgetary reporting. As a consequence, we know a great deal about 

how much our schools spend for salaries, benefits, contracts, and so forth, but relatively 

little about expenditures by function (such as instruction, administration, pupil services, 

maintenance and operations, transportation), and even less about how much is spent by 

individual programs (Picus, 2000). 

Picus also noted that only nine states, including Ohio, Texas, and Florida, have 

begim to collect school level, as opposed to district level, cost data (Picus, 2000). Indeed, 

education department officials in one state, Washington, considered initiating a program 

for collecting school-level expenditure data but decided against it because these officials 

believed that the cost of gathering this information exceeded its projected value as a 

policy input. For his part, Picus (2000) has argued that school-level fiscal data is essential 

to the simultaneous achievement of cost control and enhanced student learning outcomes, 

but that those data are also expensive to collect. This contributes to an inherent lack of 

knowledge in regard to where and how resources are distributed. 

An examination of the recommendations that researchers proposed to address the 

current fiscal squeeze indicates that although cuts and caps are required, significant 

headway can be realized in boosting the financial efficiency of public schools/school 

districts and enhancing the quality of the education that students receive through far more 

comprehensive approaches. These approaches encompass mechanical cost-reductions, 

but they generally seek to reach cost containment objectives through a combination of 

resource reallocation and more efficient quality/productivity incentives. 
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One of the most commonly used ways school districts have attempted to become 

more efficient is by employing the use of energy performance contracting. Energy 

performance contracting is a mechanism to allow schools to pay for needed new energy 

equipment and modernization improvements with savings from reduced utility and 

maintenance costs (Birr, 2000). The touted benefits of this type of cost-reduction 

maneuvering are improved air quality and reduced absenteeism. Many school districts 

generally use a municipal lease, which is sometimes combined with cash, grants, or 

bonds, to pay for energy performance contract projects (Hadderman, 2001). In 1982, 

Philadelphia schools began an energy-conservation program that has saved $115 million 

and netted schools 40 percent of the savings (Meyers, 1997). 

Some school districts are attempting to become more efficient in the area of food 

service. Food service programs can conserve resources by centralizing kitchens, forming 

purchasing cooperatives, updating technologies, and expanding their services and income 

via vending machines, catering, and creative crowd-pleasing marketing strategies (Cline 

& Fitzgerald, 1997). Some districts are contracting with food service providers in an 

attempt to cut costs or at least help them project spending via utilizing independent food 

service firms. Still other schools, in an effort to become more efficient and recapture 

student clientele, are transforming their cafeterias into fast food restaurants (with healthy 

look-alike menu items) or contracting with Pizza Hut or Taco Bell to provide more 

conventionally appealing and well advertised menu fare (Hadderman, 2001). 

School districts in Texas, Pennsylvania, and Florida have uncovered hidden 

potential for efficiency and savings thanks to voluntary, comprehensive, state audits of 
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their management and spending practices (Johnston, 2000). In 1993, the Texas State 

auditor's office found that $185 million could be saved annually by cutting travel 

expenses, buying cheaper supplies, soliciting bids for services, reducing excessive staff 

and salaries, and eliminating overly generous benefits (Meyers, 1997). 

School officials are also increasingly contracting with for-profit and not-for-profit 

organizations to operate entire schools or defined parts of the educational program in an 

attempt to become more efficient with their dollars (McLaughlin & Brown, 2000). The 

Edison Schools Project manages 70 schools across the nation, and Sylvan Learning 

operates learning centers in 117 schools throughout the United States (McLaughlin & 

Brown, 2000). Despite promising preliminary results in some schools, many educators 

are skeptical about the cost, efficiency, and consequences of these private education 

service companies (Hadderman, 2001). 

These efficiency measures aside, since the Rose decision in 1989, educational 

policymakers in many states are legally bound to meet adequacy criteria as the courts 

may determine. According to Odden (2000), there are three broad methods that can be 

employed to determine an adequate level of spending: 

First, identify a set of inputs and calculate their costs. Second, link a spending amount 
per pupil to a level of student outcomes. Finally, identify the costs of comprehensive 
school-wide designs that represent the frontier of knowledge about how to produce 
the desired level of student outcomes, (p. 471) 

Many of the leading authorities on school finance have linked efficiency 

strategies to adequacy issues via the use of the third method listed by Odden. Therefore, 

most who have addressed the present financial straits of public schools are advocates of 

site/school-based management (SBM). In essence, these researchers argue that the only 
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effective way of boosting efficiency in public education is by transferring a portion of 

budgetary decision-making authority from the school disfrict's central office to building 

principals or SBM councils. Moreover, numerous researchers conclude that it is within an 

SBM framework that resource reallocation and changes in teacher compensation can be 

effectively planned and implemented. 

The first decision in creating a site-based formula budgeting system is to 

determine how much of district operating and capital revenue should be budgeted to the 

school site (Odden, 2000). Odden recognized that this division of the budget is a political 

decision, but he maintained that it can be done with a reasonable degree of objectivity 

through fairly straightforward procedures. Basically, it is the school's job is to deploy its 

resources toward the most effective educational strategies so that it improves student 

performance (Odden, 2000). As Odden explained and diagnostic research cited in the 

previous section affirmed, the add-ons of the "Great Intensification" period in American 

public school expenditure have led to an increase in the proportion of school staff apart 

from regular classroom teachers. On this count, Odden (2000) has asserted: 

Most schools have substantial additional resources over the core resources of a 
principal and classroom teachers. They generally have many 'specialist' teacher 
positions for such classes as art, music, physical education, and library for 
students with special needs funded by state and federal categorical dollars; and for 
pupil support many of these resources could be reallocated to the needs of a wide 
variety of more effective school wide high performance designs, (p. 481) 

Mohrmann, Mohrmann, and Odden (1996) have set forth a blueprint for the 

reallocation of teacher compensation that is grounded in expectancy theory and applied to 

private sector organizations. Teachers would be evaluated on the basis of the breadth and 

depth of their knowledge according to the particular needs of the individual school, and 
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on that basis, they would be classified along a pay-scale hierarchy with four rungs: (a) 

provisional teacher, (b) novice teacher, (c) teacher, and (d) expert teacher (Mohrmann, 

Mohrmann, & Odden, 1996). To augment individual compensation, performance bonuses 

geared to meeting or exceeding student learning targets, such as a five percent increase in 

mean scores on standardized tests, would be distributed to groups of instructional 

personnel such as members of a specified department or teachers at a particular grade 

level (Mohrmann, Mohrmann, & Odden, 1996). 

An identical restructuring in teacher compensation arrangements has been 

advocated by Miles (2001) as one of five measures for enhancing educational output 

without increasing overall expenditures. Based on her work in four urban school districts. 

Miles (2001) contends that the dollars needed for reform efforts are there, but they are 

tied up in existing staff, programs, and practices. The current system of paying teachers a 

base salary adjusted by years of service and the accumulation of post-graduate credits is 

not optimally efficient (Miles, 2001). Her research recommends a combination of pay for 

individual teacher knowledge and skills with group-based performance bonuses for 

meeting or exceeding pre-established student learning improvement goals (Miles, 2001). 

As for the other four measures to improve school efficiency. Miles recommends 

the redirection of central district staff away from compliance monitoring and toward the 

provision of schools with integrated support and accountability feedback systems. When 

schools become accountable for student learning, the district's role must shift to helping 

schools measure changes in student learning and supporting the changes in teaching and 

organization that best support improvement (Miles, 2001). Auxiliary positions should be 
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combined and reoriented toward the transmission of data down to the school level, as 

opposed to a one-way flow of information channeled to local, state, and federal program 

offices according to Miles (2001). 

In most school districts, student to staff ratios in secondary schools are lower than 

they are in elementary schools (Miles, 2001). The transfer of instructional resources from 

high schools to primary education, particulariy kindergarten through third grade literacy 

instruction, would allow for primary education class size to be reduced to an optimal 

level of 15 to 17 students (Miles, 2001). An example can be found in Texas where state 

statutes require a student to teacher ratio of 22:1 at the primary level (Texas Education 

Code, retrieved March 23, 2004, from www.capitol.state.tx.us/statutes/edtoc.html). 

Further resource reallocation efforts advocated by Miles are replacing school 

librarians with school literacy specialists or enlarging the responsibilities of the librarians 

to include direct literacy instruction and support for classroom instructional personnel, 

shifting teaching resources at the high school level, the elimination of some add-on 

programs at the high school level, such as the school band. Lastly, Miles (2001) has noted 

that staff development efforts at many schools are not organized in an efficient manner, 

and should be consolidated into school-wide staff development initiatives, conducted 

whenever possible at the school site itself 
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Resource Reallocation 

The basic thrust of comprehensive proposals for reallocating resources is the 

transfer of decision-making authority to the site level. Whether building personnel have 

the requisite knowledge to engage in effective cost-control planning is unclear. On this 

topic, Rossmiller (1987) has remarked: 

Simply teaching prospective principals the rudiments of budgeting and accounting 
will not prepare them adequately to provide the leadership need to make their 
schools effective. They will require skill in such finance-related areas as cost-
benefit and cost-effectiveness analysis as well as skill in managing both human 
and material resources, (p. 577) 

Many researchers have attempted to investigate the area of resource re-allocation 

as a means to improved school efficiency. Odden and Archibald (2000) have 

investigated resource re-allocation at five elementary school sites, two of which focused 

on reducing class size and three of which adopted a national school design that included 

teacher tutors for struggling students, intensive professional development, and a full-time 

instructional facilitator. In describing and analyzing these changes, Odden and Archibald 

(2000) distinguished among six categories of public school staff: 

(1) Classroom teachers working in core curriculum subjects, e.g., reading, math, 
social sciences; 
(2) Regular education specialists, e.g., teachers of music, art, physical 
education, along with librarians; 
(3) Categorical program specialists, including special education teachers, 
compensatory (Title 1) educators, bilingual/ESL instructors; 
(4) Pupil support specialists, e.g., guidance counselors, psychologists, nurses; 
(5) Paraprofessionals who provide instructional support, e.g., one-on-one 
tutoring, or non-instructional support, clerical tasks, supervision of 
cafeteria/playground; 
(6) Other, i.e., any other staff employed by the school, including clerical, 
cafeteria and custodial workers, (p. 551) 
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None of the schools in Odden and Archibald's sample made cuts in classroom 

instructional personnel working in the core curriculum. In fact, three schools increased 

the number of core curriculum teachers for the purpose of reducing class sizes while the 

other two allowed class sizes in core subject to increase, but used tutors and instructional 

facilitators to augment instruction. As for the second category in Odden and Archibald's 

taxonomy of school personnel, such as regular education specialists, none of the five 

schools executed significant cuts in the art, music, or physical education staffing levels. 

Although this practice runs contrary to most resource re-allocation suggestions, the 

schools justified the full retention of these specialists by asserting that these add-on 

subjects provide time for regular core classroom educators to engage in planning (Odden 

& Archibald, 2000). 

For all five schools, the deepest cuts and most significant changes were in Odden 

and Archibald's third category, the categorical program specialists, including special 

education. Title I or compensatory education, and bilingual/ESL instructors. In this 

context, Odden and Archibald noted that a 1995 amendment to Title federal funding 

requirements permitted such funds to be used for school-wide improvement if at least 50 

percent of students live in low-income households. In their sample, all five schools 

qualified for this waiver. Three of the schools in the study used Title funds for tutors, 

instructional facilitators and school-wide staff development programs; the other two used 

the revenues to hire more regular classroom teachers. Under this heading, special 

education arrangements underwent major revisions in the direction of inclusion and 

mainstreaming of special-needs students. 
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According to Odden and Archibald (2000), the removal of special-needs students, 

often referred to as a pull out program, from regular classes is highly inefficient. On the 

other hand, if the decision is made to integrate some of these students into the regular 

classroom, the funding for the services that are no longer provided outside the regular 

classroom can be reallocated (Odden & Archibald, 2000). To accomplish this end, the 

schools obtained waivers to alter Individual Education Plans (lEPs), trained regular 

teachers to meet the needs of disabled and nondisabled students alike, and in the most 

successful school a policy of hiring only dually certified teachers was adopted. A similar 

approach of mainstreaming EST students into regular classes and using dually certified 

teachers was employed. Odden and Archibald (2000) noted that as a resuh of this 

strategy, ESL students now actually received more language arts instruction. 

With reference to the final three categories, there were modest reductions in pupil 

support specialists, notably vocational guidance counselors and school nurses, with one 

school enlarging the nurse's position to include family liaison functions (Odden & 

Archibald, 2000). For instructional and non instructional aides, two of the schools in the 

study terminated instructional aides and used the funds to hire additional core subject 

classroom teachers. In the other three schools, the role of instructional aides was changed 

from general support to that of one-to-one reading tutors. None of the five schools 

reduced non instructional aides, but in one school, an aide was reassigned to address 

student behavior problems (Odden & Archibald, 2000). 
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Additionally, all five schools reduced their custodial staffs while clerical 

personnel levels remained intact. Whatever the reasons, none of the schools in the study 

chose to re-allocate resources away from clerical staff. However, it is foreseeable that in 

an era of smooth, fully computerized budgeting, clerical support could be reduced to help 

free up fimds for the core curricular areas (Odden & Archibald, 2000). Thus, atthough 

clerical personnel were not reduced at any of the five schools examined, the potential for 

greater efficiency through computerization left open the possibilities for cuts in this area. 

Summarizing their study's resuhs, Odden and Archibald asserted that all of the schools in 

the sample were able to improve the prospects for enhanced student learning outcomes 

without major increases in budget revenues. 

All of the schools studied were able to implement expensive educational 

strategies to boost student achievement very efficiently with little new funding. They did 

so by reallocating their current resources, largely their categorical program dollars, away 

from programs or practices that they believed were ineffective or inefficient (Odden & 

Archibald, 2000). The general pattern was that of a focus on raising core regular 

classroom resources through reduced class size or the use of instructional aides/learning 

facilitators; through fairly modest increases in class size for some specialist activities, 

such as physical education; the inclusion of compensatory/special education/ESL in 

regular classrooms accompanied by policies of hiring dually-certified teachers; adding a 

tutoring role to the job descriptions of instructional aides; and making some cuts in the 

other category, notably in custodial staff (Odden & Archibald, 2000). 
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In another resource reallocation study. Miles and Dariing-Hammond (1998) 

investigated five high-performing public schools, three elementary schools and two high 

schools, which re-allocated their resources to improve efficiency and enhance the quality 

of student achievement. Consistent with Odden and Archibald's finding, the three 

elementary schools in Miles and Darling-Hammond's study shifted resources from 

special programs to support their core design (Miles & Darling-Hammond, 1998). In the 

two high schools included in this investigation, site-level policy-makers reallocated 

resources to instructional staff and away from administrative or support staff, assigned 

almost all instructional staff to work directly with students, and reduced specialization 

(Miles & Darling-Hammond, 1998). The integration of previously speciahzed resources 

along with the investment of more resources into teaching positions rather than non 

teaching positions, translated into much lower pupil loads and more opportunity for 

attention to individual students than in the traditional school (Miles & Darling-

Hammond, 1998). 

Cost-reduction Methods 

Working outside of the site-based management (SBM) framework advocated by 

Odden, Miles and their associates. Stellar (2000) described eight steps that his disfrict 

undertook when they were faced with what he has characterized as a "taxpayer revok." 

Stellar, former chief administrator of Kingston, New York's school disfrict first cut costs 

at the cenfral district office: these included the suspension of a telecommunications 

project, the elimination of two district clerical positions and the consolidation of two 
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other clerical posts (Stellar, 2000). The district then renegotiated its collective bargaining 

agreement with the local teachers' union, reducing automatic wage increases but adding 

pay for performance bonus provisions. 

Stellar's third measure was major reductions in central office administrative staff; 

14 posts were eliminated, and their functions were reapportioned among central office 

and building administrators (Stellar, 2000). Unlike the schools in the previously 

described studies. Stellar's district instituted an across-the-board hiring freeze. As a fifth 

step. Stellar's district apprised central office personnel of the need to prioritize their 

resource requests. The district also adopted what Stellar characterized as an "aggressive 

investment strategy" for fund balances, and they hired a part-time grant proposal writer to 

secure additional funds from external sources. Finally, the district sought to inform and 

educate residents and employees about its "stretching the dollars" program, through three 

mail surveys with a provision for feedback (Stellar, 2000). 

As a result of these steps. Stellar reported that his district was able to add new 

programs without any increase in core subject class size. He noted that 90 percent of the 

residents who responded to the first "stretching the dollars" questionnaire complained 

that there was too much waste in the school district, but that the percentage of residents 

asserting this view dropped to 10 percent in the third survey conducted two years after 

initiating the cost-cutting program (Stellar, 2000). Stellar (2000) reported that there was a 

seven percent reduction in the local school property tax over a two-year period. 

In addition to these studies, a number of "how to" articles have appeared in 

educational magazines and policy journals. Examples include the frials and tribulations of 
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Marion Canedo, superintendent of the Buffalo, New York, public schools. Suffering 

from budget cuts, Canedo and her district reduced staff by 312 district employees and 

closed 5 schools (Angelo, 2002). Also, Los Angeles Unified School District 

superintendent Roy Romer had to make some difficult economic decisions to account for 

a $428 million dollar shortfall. The biggest cuts were in classroom supplies, after school 

programs, education for migrant students, and administrative staff (Angelo, 2002). 

Revenue Generation 

Some school districts have shifted focus to the expansion of revenues from 

alternative or non traditional sources. Addonizio (2000), for example, identified sources 

of private funds for public schools, including donations, booster clubs, enterprise 

activities, fee-based driver education and extracurricular activities, and the leasing of 

school facilities. However, it is important to note that reliance on local education 

foundations, booster clubs, and other entrepreneurial activities may exacerbate the very 

fiscal disparities that public policy seeks to reduce (Addonizio, 2000). 

In the same vein, Bushweller (1999) discussed the possibility of imposing school 

tax impact fees on real estate developers. This seemingly promising approach to revenue 

creation has limited utility because only 20 states have impact fee laws, and school 

districts do not always have the independent power to impose impact fees, that authority 

being lodged with county officials (Bushweller, 1999). Another caveat to revenue 

generation is that most school districts use property tax increases, when and where 

feasible, as their sole source of revenue generation. 
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Cost-containment 

On the cost-containment side of the equation, Sickle (2000) has discussed the 

drawbacks of school districts carrying too large or too small a fund balance. In some 

states, districts are permitted to carry forward fund balances from prior years. In 

Michigan, for example, school districts are allowed to carry such balances without any 

restriction (Siekle, 2000). Siekle (2000) recommends that fund balances be used only for 

one-time outlays, such as capital improvements, rather than recurrent expenses. On the 

other hand, too low a fund balance exposes school district to the risk of having to borrow 

fimds with attendant loan fees and interest charges. Siekle (2000) recommended that 

distticts try to maintain a fund balance of 5 percent to 12 percent of annual expenditures. 

In an issue of American School Board Journal, Pereus (2000) identified a dozen 

ways in which schools and school districts can save money. Enumerated with explanatory 

comments, they were: 

1. Closely evaluate labor contracts; especially, the language concerning 
overtime, sick pay, leave and vacations. 

2. Evaluate and take steps to maximize productivity among support staff Pereus 
noted that cost savings can be realized through automated work order system in 
transportation and building maintenance. He also recommended monitoring 
custodial personnel who typically spend between 30 to 70 percent of their paid 
time on the job idle. 

3. Control absenteeism; Pereus stated that, in his experience, absenteeism can be 
reduced by 20 to 50 percent. 

4. Implement a safety plan; such plans can reduce workman's compensation costs 
by 50 percent. Pereus noted that one district that initiated a comprehensive 
safety plan reduced its yeariy worker's compensation claims from 126 to 25 
and realized a cost savings of $2 million a year. 
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noted: 

5. Monitor and evaluate maintenance and service contracts; in Pereus's opinion, 
many such contracts are not necessary. 

6. Examine and redesign school business processes; Pereus noted that in the 
Toledo, Ohio school disfrict supply purchases required a dozens administrative 
approvals and the holding of $400,000 in inventory. He advocated a direct-
delivery process from the supplier to the final user. 

7. Reduce inventories; 50% of school district materials are often not in use. 

8. Use energy futures; according to Pereus, some states allow school districts to 
buy natural gas during the summer for winter delivery. 

9. Use information technology to simplify and reduce administrative costs. For 
example, Pereus recommended using "on-line" purchase of textbooks. 

10. Establish supply allocations; Pereus recommended abandoning the widespread 
practice of using prior year's cost level and then simply augmenting it upward. 

11. Standardize building materials, office automation equipment, technology, and 
furnishing to reduce the variety of goods held, which leads to less cost. 

12. Evaluate discretionary programs. On this final count, Pereus stated, "most 
districts have added dozens of new programs over the years without fiiUy 
evaluating their effectiveness." (Pereus, 2000, p. 39) 

In a summary statement regarding cost containment measures, Pereus (2000) 

School and school district officials must reorient their thinking about austerity 
measures and cost cutting. Rather than seeing cuts in programs as hurting 
children, we should see them as opportunities to transfer funds from low 
performing to higher performing programs. It is not enough to reduce costs in a 
school district. We must strive to capture significant savings while improving 
performance and providing better service to both children and taxpayers, (p. 39) 
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Summary 

There is a division between scholars who recommend comprehensive educational 

reform (typically SBM) as a platform for more efficient resource reallocations and 

changes in incentive structures, and practitioners whose recommendations show some 

overlap or congruence with those of the scholars but who propose measures that can be 

implemented without major restructuring. The approaches recommended by Odden, 

Miles, and their colleagues entail major restructuring at the school district level. In the 

most effective instances, districts viewed resource re-allocation as part of a large-scale 

change process and structured consciously and directly the key elements of such 

fundamental change processes (Odden, 2000). 

Additionally, it is essential to note that to carry out their resource reallocation 

reforms, all of the schools in the Odden and Archibald investigation were qualified to use 

Title federal funding for school-v^de improvements. In like manner, the schools in Miles 

and Darling-Hammond's study bent certain rules to achieve higher efficiencies. The 

authors commented that, "sample schools directly challenged policies, regulations, and 

collective bargaining agreements" (Miles & Darling-Hammond, 1998, p. 26). Whether 

these same efficiency, cost containment, and quality enhancement measures can be 

replicated successfully elsewhere is problematic. In the current environment, teacher 

union leaders walk a fine line between resisting change, thus endangering the future of 

the enterprise, and allowing schools to be restructured in such a way that unionization 

will disintegrate and disappear (Cooper & Liotta, 2001). Whether unions will accede to 

significant changes in job descriptions, for example, cannot be determined in advance. 
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The most strident opposition to the comprehensive reform packages that researchers have 

advocated is likely to be evoked by the proposal to alter teacher compensation schedules 

to reflect pay for knowledge or pay for performance criteria. Performance-based rewards 

will be difficult to implement when good measures of student achievement are not 

available or if various stakeholders do not accept their validity (Mohrmann, Mohrmann, 

& Odden, 1996). Indeed, teacher merit pay schemes have been attempted in a few states 

and districts outside of Kentucky but failed in nearly every instance (Mohrmann, 

Mohrmann, & Odden, 1996). 

Conclusions 

A thorough and comprehensive review of the literature reveals a gap in the 

current knowledge base regarding school district financial exigency and cost-reduction 

methodologies in general. Concepts garnered from the literature show a single district 

case study in cost containment/re-allocation, and numerous "how to" articles derived 

from policy analyst viewpoints, not public school practitioners. Numerous studies in the 

literature focus on how to restructure spending to attain higher quality education: 

essentially, this entails reallocation of expenditures. Other cost containment/control 

studies deal with aspects of school reorganization via cost-reduction in certain areas. Yet, 

funds are then transferred to other programs, not cut from the budget to help the district 

alleviate financial exigency. 

The review of literature regarding cost-reduction methodologies used by schools 

to avoid financial exigency has demonstrated that the number of strong, empirical studies 
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of how schools and school districts have actually responded to the demands of the public 

for lower cost and higher quality educational outputs is exceedingly small. In contrast to 

the large corpus of works about equity and adequacy issues in public education, the 

question of how school districts cut costs in times of fiscal crisis has largely been 

ignored. A few "how to" articles have appeared in professional journals with one actual 

case study of a school district in Kingston, New York, being examined; however, no 

empirical study with a large population of school districts ranging from small to big and 

property wealthy to property poor, has been conducted of this magnitude. It is for the 

purpose of reducing the current gap in our knowledge of this subject that the original 

research component of this dissertation has been designed and implemented. 
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CHAPTER III 

RESEARCH METHOD AND DESIGN 

Introduction 

Content analysis was chosen as the methodological framework to analyze data 

from a purposeful sampling of 24 cost-reduction documents submitted to the Texas 

Education Agency by Texas school districts experiencing financial exigency. The 

purpose of using content analysis as the methodological framework for the design of this 

study was to answer the following research questions: 

1. How do school districts in declared states of financial exigency reduce 

expenditures? 

2. What patterns emerge from how financially exigent school districts reduce 

expenditures? 

3. Are the patterns that emerge from how financially exigent school districts 

reduce expenditures related to certain school district characteristics? 

4. What patterns emerge as "circling-the-drain" factors, which cause school 

districts to become financially exigent in the first place and subsequentiy 

reduce expenditures? 
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Content Analysis 

When existing theory or research literature cannot give a complete picture or 

theoretical framework of the message pool, as was the case with the cost-reduction plans 

analyzed, the researcher must take a more practical approach and become immersed in 

the world of the message pool, conducting qualitative scrutiny of a representative subset 

of the content to be examined. In this way, variables emerge from the message pool, and 

the investigator is well grounded in the reality of the message (Neuendorf, 2002). The 

message pool for this study consisted of approximately 100 financially exigent Texas 

school districts' cost-reduction documents submitted to the Texas Education Agency 

(TEA) to delineate the framework they would use to reconcile revenues with 

expenditures to address the districts' financial exigency. The research procedures for the 

study reported herein were designed to use the qualitative research methodology of 

content analysis to make valid inferences from the textual cost-reduction document. This 

allowed for the classification of the textual cost-reduction data, reducing it to more 

relevant categories and manageable bits of data (Weber, 1990). The content analysis 

research methodology made summarizing, quantitative analysis possible, which relied on 

the scientific method and was not limited as to the types of variables measured or the 

context in which the messages were created or presented (Neuendorf, 2002). 

The methodological framework for this content analysis was intended to serve 

three purposes: prescriptive, analytical, and methodological. Content analysis of the cost-

reduction documents was prescriptive in that it guided the conceptualization and the 

design of the data analysis for the given circumstance; analytical in the sense that it 
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facilitated the critical examination of content analysis results obtained by others; and 

metiiodological in the sense that it directed the growth and systematic improvement of 

metiiods for content analysis (Krippendorff, 1980). 

REAL m m 
Of DATA 

C0NT6XT 
AS CONSTRUCTED 
8Y THE ANALYST 

lEmSENTATIOi iISIrT*«' 

ANALYTICAL 
CONSTRUCn 

Figure 1. Methodological Framework: Content analysis (Krippendorff, 1980, p. 26) 
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Description of the Sample 

During the years 2000 to 2003, approximately 100 Texas school districts 

experienced financial exigency (Flathouse, personal communication, November 20, 

2001). The approximately 100 Texas school districts represent 9.64% (N = 1,037) of the 

total school districts in the state of Texas in 2003. These financially exigent school 

districts, under the direction of TEA Associate Commissioner for Finance and 

Compliance, Dr. Ed Flathouse, composed cost-reduction documents to delineate the 

framework they would utilize to reconcile revenues with expenditures to address the 

districts' financial exigency. 

The cost-reduction documents were a requirement to receive financial assistance, 

in the form of advice and delayed recapture of state education funding, from the Texas 

Education Agency (Flathouse, personal communication, November 20, 2001). There was 

no prescribed format for the cost-reduction documents. The process consisted of 

correspondence from Flathouse to the financially exigent school district that had 

requested assistance. This correspondence summarized the various preliminary 

discussions that had taken place between the district and the TEA regarding their 

financial exigency. The correspondence also requested actual school district budgetary 

information including cash flow history and projections, fund balance history and 

projections, and a cost-reduction plan for the district to alleviate financial exigency. 

Supplying this financial information was the major requirement the financially exigent 

school districts had to fulfill in order to receive assistance from TEA in the form of 

advice or delayed recapture of state foundation funding or both. 
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In order to have access to the data set for the purposes of this research study, an 

agreement to keep the names and identifier information of the distticts confidential was 

required. This confidentiality agreement was also accompanied by limited access to the 

cost-reduction documents and a requirement of returning all cost-reduction documents to 

the TEA upon completion of the study. Additionally, the limited access necessitated the 

selection of a purposeful sample of the approximately 100 financially exigent Texas 

school distticts. Additionally, a purposeful sampling was necessary due to time 

consfraints in creating a methodological classification research design to execute the 

content analysis. 

Because of the lack of prescribed format for the presentation of the cost-reduction 

documents, there was wide variance in the types and number of documents to be 

analyzed. Based on initial time estimates from the pilot study of three school districts' 

cost-reduction documents, each document took a minimum of 10 to 14 hours to analyze 

and classify. Thus, it was determined in consultation with research advisors that the 

purposefiil sampling of 24 districts' cost-reduction documents would satisfy the 

methodological needs and scope of this study. 

The districts for the purposeful sample were selected randomly from a filing 

cabinet in Dr. Flathouse's office at the TEA. Initially, 3 cost-reduction plans were 

provided for a pilot study. After completion of the pilot study, 8 cost-reduction plans 

were randomly selected by Dr. Flathouse personally for this study. At the conclusion of 

the content analysis of these documents, and after a conference with Dr. Flathouse to 

explain the classification procedures, 14 additional cost-reduction documents were 
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randomly selected by the researcher. As stated, initially, the purposeful sample contained 

25 districts' cost-reduction documents; however, one district's cost-reduction document 

was not legible due to photocopying error, which resulted in the total of 24 cost-reduction 

documents. It is also important to note that the 3 districts in the pilot study were included 

in the purposeful sampling of the 24 districts' cost-reduction documents for the study. 

The purposeful sample of 24 school districts' cost-reduction documents represent 

24%) (N = 100) of the approximate total of 100 school districts that were facing financial 

exigency and requested the help of TEA between 2000 and 2003. These approximately 

100 financially exigent school districts represented 9.6%) (N = 1037) of the total school 

districts in the state of Texas, and the 24 cost-reduction documents chosen for the 

purposeful sample for this research study represented 2.31% (N = 1037) of the total 

school districts in the state of Texas. 

Procedures for Data-collection 

The first procedure in the data-collection process involved the formulation of an a 

priori design that readily lends itself to inter coder reliability. Inter coder reliability is the 

level of agreement between two or more coders (Neuendorf, 2002). The a priori design 

formulation involved using the computer program Microsoft Excel to create an 

instrumentation-coding program to identify, collect, and classify the data. Compared 

with human-coded or interpretive modes of text analysis, one of the most important 

advantages of computer-aided content analysis is that the rules for coding texts are made 

explicit (Weber, 1990). The purpose of the coding program was to collect the data from 
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the textual cost-reduction plans in a uniform and efficient manner, which would readily 

lend itself to reliability and validity measures. The second procedure in the data-

collection process involved the identification of critical variables. These variables were 

selected based on survey results from five experts in the field of school finance. The 

feedback from the experts was used to construct critical variables analyzed during the 

content analysis. As is consistent with the usage of content analysis as a research tool 

additional critical variables, subvariables, categories, subcategories, and sub-

subcategories emerged as the data were collected. 

The third procedure in the data-collection process involved assigning a numeric 

identifier to each of the 24 school districts in the sample. Starting with the number 1000, 

each district was randomly selected for numeric identification. The identifier numbers 

started with 1000 due to the need for larger numbers to be conspicuous from the coding 

of the presence of variables in the spread sheet and to allow for the numeric identifiers to 

be more prominent ease in identification and coding. These numbers were used 

throughout the content analysis to identify and categorize critical variables within the 

content of the documents. The fourth procedure of data-collection involved using the 

Texas Education Agency's School District Locator Database (TEA website: 

http://deleon.tea.state.tx.us/SDL/, retrieved on January 11, 2004) and the Texas 

Education Agency's Academic Excellence Indicator System Database (TEA, 

http://www.tea.state.tx.us. retrieved on January 11, 2004) to cross-reference district data. 

Specifically, critical variable data identified as necessary to answer the research questions 

were contained in some, but not all, of the 24 districts' cost-reduction documents. The 

69 

http://deleon.tea.state.tx.us/SDL/
http://www.tea.state.tx.us


reason for this variance was due to the lack of a prescribed format. Accordingly, the 

procedure of cross-referencing TEA databases was useful and necessary to answer the 

research questions for this project. Both of these databases contained demographic 

variable information and the Academic Excellence Indicator System Database also 

contained financial information. 

The final procedure in the data-collection process involved identifying and 

classifying the emergence of each critical variable from the cost-reduction documents for 

each numerically identified district. This procedure was accomplished by recording a 

number / when the critical variable was present and a number 0 if the critical variable 

was not present. Additionally, where appropriate and feasible, actual budgetary impacts 

of variables identified were ascertained for the district. 

Critical Variables 

For the purposes of content analysis, a variable is a definable and measurable 

concept that holds different values for different individual cases or units (Neuendorf, 

2002). In content analysis, many words of the text being analyzed are classified mto 

much fewer content categories. Words, phrases, or other units of text classified in the 

same category are presumed to have similar meanings (Weber, 1990). Each identified 

unit is characterized by one of several alternative values for each variable and the choice 

of such a value is exclusive of all others (Krippendorff, 1980). Thus, variables partition 

the set of all recorded units into mutually exclusive classes (Krippendorff, 1980). 
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While formulating an a priori design for a content analysis, a useful method to 

approach the selection of variables is to consider what constitutes critical variables. 

Critical variables are defined as vital to a complete understanding of the message pool, in 

this case cost-reduction documents and the content of the documents (Neuendorf, 2002). 

For the purposes of formulating an a priori design for this content analysis five experts in 

the field of school finance were surveyed to assess their degree of congruence regarding 

cost-reduction methods and financial exigency. Based on the results of that survey, three 

critical variable categories were identified. The categories of critical variables were: 

demographic variables, cost-reduction variables, and circling-the-drain (CTD) variables. 

Demographic Variables 

The first stage of data-collection involved identifying and classifying 

demographic data related to specific school district characteristics. The demographic 

variable data collected were district size, property wealth per weighted average daily 

attendance (WADA), per pupil expenditure, academic performance rating, and 

geographic locale. To collect these data, the content of the cost-reduction documents 

from the 24 school districts in the purposeful sample was analyzed and cross-referenced 

with information from the TEA. These data were then used to ascertain specific school 

district characteristics of the 24 Texas school districts represented in the purposeful 

sample of approximately 100 Texas school districts experiencing financial exigency in 

2000 to 2003. This demographic characteristic data was then used to identify patterns of 

school district characteristics from Texas school districts experiencing financial exigency. 
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Table 1 articulates the demographic variables and subvariables that were collected with 

the actual demographic variables in the first row and the subvariables for each variable in 

the columns below. 

Table 1. School demographic variables and subvariables 
Variable Category Definition 
School District Size 

Property Wealth 

Per Pupil Expenditures 

Academic Rating 

Geographic Locale 

Small 

Mid-size 

Large 

Chapter 41 
Chapter 42 

Above State Average 
Below State Average 

Unacceptable 

Acceptable 

Recognized 

Exemplary 

Educational Service Center 
Region 

School less than 1,600 
students 
More than 1,600 but less 
than 5,000 
More than 5,000 

Property Wealthy 
Property Poor 

Above $6,496 
Below $6,496 

As measure by AEIS in 
2001 
As measure by AEIS in 
2001 
As measure by AEIS in 
2001 
As measure by AEIS in 
2001 

Numbered 1 -20 as per the 
Educational Service Center 
Region Assigned 

Demographic Variable: School District Size 

The demographic variable School District Size was collected based on total 

student enrollment categories used by Texas to adjust the cost of education index relative 

to school type (Texas Education Code, 2004). Three subvariables were used to collect the 
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data. The first subvariable was Small School District Enrollment, which was 

characterized as a total student enrollment of fewer than 1,600 students. The second 

subvariable was Mid-size School District Enrollment, which was identified as a total 

student enrollment of fewer than 5,000 students but more than 1,600 students. The third 

and final subvariable constructed to collect and classify district size was Large School 

Disfrict Enrollment, which was characterized by a total student enrollment of more than 

5,000 students (Texas Education Code, 2004). These data were collected by content 

analysis of cost-reduction documents and cross-referencing data with the Texas 

Education Agency's on-line School District Locator Database (TEA website: 

http://deleon.tea.state.tx.us/SDL/. retrieved on January 11, 2004). 

Demographic Variable: Property Wealth 

The next demographic variable collected was Property Wealth. Property Wealth 

per Weighted Average Daily Attendance (WADA) was analyzed to identify and 

categories the demographic variable Property Wealth. Two subvariables were 

constructed to collect these data: Chapter 41, school disfricts in the sample with property 

wealth per WADA above $305,000, and Chapter 42, school distticts with property wealth 

per WADA below $305,000. These data were collected via content analysis of cost-

reduction documents and cross-referencing property wealthy districts in Texas on the 

Texas Education Agency Website (TEA, www.tea.state.tx.us, retrieved January 11, 

2004). 

73 

http://deleon.tea.state.tx.us/SDL/
http://www.tea.state.tx.us


Demographic Variable: Per-Pupil Expenditure 

The next demographic variable collected was Per Pupil Expenditure. The two 

subvariables collected were: Above Average Per Pupil Expenditures and Below Average 

Per Pupil Expenditures. The average expenditure per pupil in Texas public schools for 

the school year 2001-2002 was $6,496 (Moak & Casey, 2004). These per pupil 

expendittire data were analyzed with Academic Excellence Indicator System (AEIS) data 

from the Texas Education Agency (TEA, http://wvm.tea.state.tx.us. retrieved on January 

11,2004). 

Demographic Variable: Academic Rating 

The next demographic variable collected was Academic Rating. Four 

subvariables were constructed to collect and classify this data: Unacceptable, Acceptable, 

Recognized, and Exemplary. These ratings are part of the Texas School Accountability 

Program, and were extrapolated from the sample district's Academic Excellence 

Indicator System Performance Rating during the year the district submitted its cost-

reduction document. Academic ratings took into account student passing performance on 

state assessments, attendance rates, and drop-out rates. Further, these data were 

disaggregated into sub populations of students and analyzed. An Acceptable rating 

meant all students scored a minimum of 70% on the Texas Assessment of Academic 

Skills (TAAS) had a drop-out rate of less than 5%, and an attendance rate of 95% or 

higher. To be Recognized, distticts were required to score a minimum of 80% on 

TAAS, have a drop-out rate of less than 3%, and have an attendance rate of 95% or 
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higher. To be Exemplary, districts needed TAAS scores of 90%, drop-out rate of less 

than 2.5%, and an attendance rate of 96% (TEA, http://www.tea.state.tx.us. retrieved on 

January 11,2004). 

Demographic Variable: Geographic Locale 

The final demographic variable collected was Geographic Locale. Twenty 

subvariables were consttucted to collect this data. The subvariables were identified by 

Education Service Center (ESC) regions and were classified as 1-20 in reference to the 20 

ESC regions in the state of Texas. ESC regions divide the state into 20 geographical 

sections. The purpose of Education Service Centers is to assist school distticts in each 

service center region of the state in improving student performance, to enable school 

districts to operate more efficiently and economically, and to help school districts in 

implementing educational initiatives assigned by the legislature or commissioner of 

education (Texas Education Code, 2004). 

Cost-Reduction Variables 

The next stage of data-collection involved content analysis of the 24 cost-

reduction documents to determine the presence or absence of Cost-reduction Variables. 

Five cost-reduction variables were identified for collection: Personnel Cost-Reductions, 

Program Change Reductions, Supply Budget Reductions, Other Cost-Reductions, and 

Revenue Generation. 
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These variables were identified as probable methods used by the 24 sample 

districts as the means to address financial exigency. These were collected through expert 

survey data and the review of literature. As the data emerged via the content analysis of 

the 24 districts' cost-reduction documents, it was hypothesized that this set of critical 

variables would become the vehicle by which the various cost-reduction methods used by 

the school districts in the sample would be classified. It is also important to note that 

additional cost-reduction variables may emerge based on the data. 

Circling-the-Drain Variables (CTD) 

Typically, decreases in school funding stem from external factors that the local 

school district cannot control (Work, 2002). To analyze these external factors 5 Circling-

the-Drain Variables (CTD) were constructed to identify possible causal patterns of 

financial exigency. Data-collection for the presence of CTD variables involved content 

analysis of the 24 districts' cost-reduction documents for the presence of factors related 

to circling-the-drain of financial exigency. Five CTD variables were identified: 

expenditures greater than revenues, declining fund balance, stagnant tax rate, decline in 

student enrollment, and error. It is hypothesized that content analysis of the 24 districts' 

cost-reduction documents would reveal factors or patterns that emerged from the data, 

related to these circling-the-drain variables and related to financial exigency. The 

presence of patterns and related factors associated with CTD variables could form the 

foundation of a conceptual framework for early diagnosis of financial exigency. 
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Reliability Measures 

Three types of reliability were pertinent to the content analysis of financially 

exigency school disfrict cost-reduction documents: reproducibility, stability, and accuracy 

(Krippendorff, 1980). The first type of reliability is referred to as reproducibility or inter 

coder reliability. Reproducibility refers to the extent to which content classification 

produces the same results when the same text is coded by more than one coder (Weber, 

1990). High reproducibility is a minimum standard for content analysis, in as much as it 

measures the consistency of shared understandings or meanings held by two or more 

coders (Krippendorff, 1980). Inter coder reliability was at the heart of reliability for this 

study. It was of the utmost importance to allow for reproducibility through the use of a 

practicing school finance expert to code five randomly selected sample districts' cost-

reduction documents for the purposes of determining inter coder reliability. 

The second type of reliability important to this study was stability. Stability refers 

to the extent to which the results of content classification are invariant over time, and it 

can be determined when the same content was coded more than once by the same coder 

(Weber, 1990). Any type of inconsistency in coding may constitute unreliability. 

Inconsistencies may stem from a variety of factors including ambiguities in the coding 

rules, ambiguities in the text, cognitive changes within the coder, or simple errors 

(Weber, 1990). The third type of reliability was accuracy. This refers to ttie extent to 

which the classification of text corresponds to a standard or norm. Except for ttaining 

purposes, standard codings are established infrequently for textual based studies such as 

the one in this study (Krippendorff, 1980). Consequently, researchers in content analysis 
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seldom use accuracy in reliability assessment, and due to the inherently ambiguous and 

under-researched topic of cost-reduction methodologies in school districts experiencing 

financial exigency, accuracy will be a main threshold of future research based on this 

content analysis. 

To that end and to ensure reliability of the data collected in this study from the 

cost-reduction documents of sample districts, inter coder reliability allowed for an expert 

to code a representative sample of five districts' cost-reduction documents to determine 

whether coding of the data was consistent between various individual researchers. The 

degree of agreement was 96%. This process was done according to the procedures 

outlined in this study. The expert randomly selected 5 districts' cost-reduction 

documents and coded the presence or absence of the demographic variables, cost-

reduction variables, and CTD variables in the documentation provided. After the coding 

was complete, the experts coding was cross-referenced with the coding of the researcher 

for the 5 randomly selected districts. The 4% of difference in coding was attributed to 

the coding of personnel reduction as a program change in one district, for instance, 

reducing a librarian instructional aide and coding it as both personnel reduction and a 

program change. 

Validity Measures 

A panel of five experts, consisting of school finance and educational research 

practitioners, ascertained the degree of validity provided by this content analysis through 

the process of responding to a survey of relevant variables to be examined in regard to 
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cost-reduction methodology and causal factors of financial exigency. Validation in this 

content analysis was between the validity of the classification framework and the 

variables derived from it, as well as the validity of the interpretation relating content 

variables to their causes or consequences (Weber, 1990). Validity designates the quality 

of research results, which leads one to accept them as indisputable facts, and thus, the 

importance of validation lies in the assurance it provides that research findings have to be 

taken seriously in constructing scientific theories, or as in the case of this content 

analysis, in making decisions on practical issues (Krippendorff, 1980). 

In thinking about validity in content analysis, the question is asked, "Are we 

measuring what we want to measure" (Neuendorf, 2002). Validation in the realm of 

content analysis, specifically this study, was of the validity of the classification scheme, 

or variables derived from it, and the validity of the interpretation relating content 

variables to their causes or consequences (Weber, 1990). To assert that a research result 

based on content analysis is valid is to assert that there was a correspondence between the 

category and the abstract concept that it represented (Weber, 1990). Krippendorff 

proposes a typology of validation efforts for use with content analysis. Figure 2 provides 

a theoretical framework for validity typology in content analysis. 
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Figure 2. Validity Typology (Krippendorff, 1980, p. 158) 

During the initial stages of content analysis, the typology criteria for the quality of 

content analysis in reference to validity of data-oriented studies was driven by semantical 

validity and sampling validity. In as much as data-related validity assesses how well a 

method of analysis represents the information inherent in or associated with available 

data, it tends to be used to justify the initial steps of a content analysis (Krippendorff, 

1980). Almost all content analyses involve some recognition of the meaning conveyed by 

recording units, some identification of references, or identification of other semantic 

features in the data at hand. 

The term semantical validity assesses the degree to which a method of analysis 

was sensitive to the symbolic meanings that are relevant within a given context 

(Krippendorff, 1980). According to Krippendorff, the test for the semantical validity is 

indicated by a substantial agreement between two different partitions of the same set of 

units of analysis, and it can be very simple in construction. Any classification or 

description of recording imits, any coding of observations into a descriptive language. 
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effectively partitions the sample of units of analysis into mutually exclusive and 

exhaustive equivalence classes (Krippendorff, 1980, p. 161). This process of semantical 

validity can be witnessed in the aforementioned process for selection of critical variables, 

which was used to categorize content into smaller, more meaningful bits of information. 

The next type of validity addressed was sampling validity, ft assesses the degree 

to which available data were either an unbiased sample from a universe of interest or 

sufficiently similar to another sample from the same universe so that the data can be 

taken as statistically representative of that universe (Krippendorff, 1980). The population 

for this study of cost-reduction methods employed by school districts in Texas facing 

financial exigency represents approximately 100 school districts in Texas. A purposeful 

sampling of 24 school districts' cost-reduction documents was selected at random by the 

blind drawing of numbers representing folders in a filing cabinet at the TEA that 

contained cost-reduction documents from the approximately 100 school districts in Texas 

experiencing financial exigency between the years of 2000 and 2003. 

Correlational validity was the next criterion involved with validity in this content 

analysis. Essentially, correlational validity measures the strength of association between 

two or more variables, and it was important in that it may transfer validity from one or 

more established measures to a new measure that has certain practical advantages 

(Krippendorff, 1980). In this study, correlational validity was of paramount importance 

in determining factors associated with cost-reduction methodologies used by school 

districts experiencing financial exigency. Further, to ascertain the emergence of patterns 

by on school district demographic characteristics associated with circling-the-drain of 
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financial exigency, correlational validity was necessary. The level of correlational 

validity was measured via the survey of five school finance experts consisting of school 

finance practitioners and educational researchers to determine whether the initial critical 

variables to be collected from the content analysis of the 24 districts' cost-reduction 

documents were believed to be valid in determining degrees of association between the 

factors and patterns which emerged. 

Predictive validity is the degree to which predictions obtained by one method 

agree with directly observed facts. In content analysis, predictive validity requires that 

the obtained inferences show high agreement with the states, attributes, events, or 

properties in the context of data to which these inferences refer and high disagreement 

with the contextual characteristics that these inferences logically exclude (Krippendorff, 

1980). Again, the degree of predicative validity was ascertained through the results of the 

survey of critical variables performed by five experts in the field of school finance. 

For content analyses that are unique to a particular set of data, such as this study, 

the validation of their procedures as constructs of the data-context relationship fosters 

additional validity, known as construct validity (Krippendorff, 1980). This type of 

validity involves an effort to generalize available knowledge to the particular context 

within which data are content analyzed, taking into account the relative strength of the 

dependencies between data and their context, and the confidence in the validity of this 

knowledge in terms of the number of independent confirmations, conformity to theory, or 

absence of counter-examples, and finally the appropriateness of the knowledge in the 

particular context (Krippendorff, 1980). 
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Pilot Studv 

Description of the Sample 

In an attempt to better comprehend the intricacies cost-reduction methods used by 

Texas school districts experiencing financial exigency and as a precursor to a dissertation 

study, a pilot study of three school districts in the state of Texas was undertaken. Three 

school districts were chosen because they are a purposeful sample of the approximately 

100 Texas public school districts that were experiencing financial exigency. Specifically, 

the school districts that made up the sample have, at the request of the Texas Education 

Agency, composed textual cost-reduction documents to delineate the framework they 

used to reconcile revenues with expenditures to address their financial exigencies. These 

cost-reduction documents were required by TEA as a precursor to receiving financial 

assistance, which is delivered in the form of advice and delayed recapture of state 

education fimding. 

Process of Data-collection 

The process of analyzing the data contained in the cost-reduction documents 

began with the assignment of a numeric identifier for each of the three districts in the 

sample. The numeric identifiers were between 1000 and 1002. Each sample disfrict 

name was written on a sheet of paper and randomly selected out of a coffee cup. The 

district name drawn first was assigned the value 1000 and so forth. Next, an overview of 

the individual materials submitted by each disttict in the sample was conducted. Then, 

the documents were categorized into the following subsets: cost-reduction measures. 

83 



statements of appraised value, tax-rate data, student enrollment data, revenue and 

expenditure data, budget data, fund balance data, financial audit data, board meeting 

minutes, and other information. 

Next, the data were analyzed for the presence of demographic, cost-reduction, and 

circling-the-drain variables. If the presence of a variable relating to one of these 

categories was determined, it was categorized by entering a numerical identifier of 1 in 

the coding program Excel spreadsheet. If the presence of a particular variable was 

discovered, a monetary value based on the data presented was recorded as a total sum for 

the particular variable employed. Once the entire process was completed, the data were 

analyzed for patterns related to district demographics, cost-reduction strategies, and 

patterns related to the threat of financial exigency. 

Demographic Variables 

The resuhs of the content analysis produced some interesting demographic data. 

All three of the school districts in the pilot stiady had school district student enrollment 

below 1,600 students and accordingly, were classified as small school districts. The next 

demographic variable analyzed was property wealth per weighted average daily 

attendance (WADA). Two of the three school districts in the pilot study were considered 

Chapter 42, property poor school districts, with per pupil property wealth per WADA 

below $305,000 and accordingly were classified as Chapter 42 school districts. 
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However, one of the school districts, number 1002, had per pupil wealth above 

$305,000 and was classified as a Chapter 41 property wealthy school district. The next 

demographic variable analyzed was per pupil expenditures. All three districts had per 

pupil expenditures above the $6,496 average expenditure per pupil in the state of Texas. 

District 1000 had per pupil expenditures of $10,655 and district 1002 had per pupil 

expenditures of $12,791. The next demographic variable analyzed was academic 

accovmtability rating. Two of the three school districts were rated as recognized and one 

district was rated as exemplary based on student performance data from the TEA 

Academic Excellence Indicator System. The final demographic variable analyzed was 

school disttict locale. Based on the data provided, all three school districts in the pilot 

study sample were serviced by the Region 17 Education Service Center, which is located 

in Lubbock, Texas. 

Cost-Reduction Variables 

The first set of cost-reduction variables to be analyzed was personnel reduction 

measures. All three school districts in the sample used personnel cost-reduction 

measures. Based on the data, 12 different personnel reduction variables emerged. 

Personnel reduction measures accounted for the largest cost-reduction impact for all three 

districts in the sample equaling a combined total budgetary cost-reduction of 

$816,194.00. As the data indicated, the three school districts in the sample chose to 

reduce personnel costs in different ways but each of the three school districts in the 

sample did reduce personnel costs. Disfrict 1000 in the sample used attrition and the 
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reduction of non certified staff to achieve a total cost-reduction of $117,304. District 

1001 eliminated an extra curricular coaching position, instructional aides, other non 

certified staff, and froze some local salary increases to realize a total reduction of 

expenditures of $307,065. When analyzing the content of District 1001's cost-reduction 

document, it was noted that attrition and a retirement incentive package for more tenured 

staff were the primary means of reducing the bottom line budget. When filling necessary 

positions, the district made an effort to hire less experienced staff to save money. 

While District 1001 exhibited the most cost-reduction measures of the three 

school districts in the sample. District 1002 reduced more payroll from their budget than 

the other two districts in the sample combined. District 1002 used a reduction-in-force 

(RIF). A reduction-in-force applies specific criterion to terminate or non renew staff 

positions in districts with a declared state of financial exigency (TASB, 2003). Based on 

the data provided, this reduction-in-force measure resulted in a reduction in 

administrative positions, certified teaching staff, instructional aides, clerical staff, and 

other non certified staff members. District 1002 also reduced local school disttict 

benefits, specifically the amount of local supplement for health insurance. These 

persormel reduction measures resulted in budget cuts that totaled $391,735. Other 

patterns realized from the content analysis of the cost-reduction documents emerged. All 

three districts in the sample used the measure of reducing other non certified staff 

Further, two other personnel reduction variables were used by two of the three disfricts. 

Those variables were staff attrition and reduction of instructional aides. 
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Program Change Variables 

The second set of cost-reduction variables analyzed was program change 

reduction variables. Two of the three sample districts. District 1001 and District 1002 

respectively, used this variable as a means to reduce their expenditures to rectify financial 

exigency. Through the content analysis of the cost-reduction documents, three 

subvariables emerged from the data related to program change measures. Based on the 

content analysis. District 1002 used program changes to actually reduce expenditures. 

Based on the data attained in the content analysis of District 1002's cost-reduction plan, 

this school district realized a total cost-reduction of $28,350 by reducing expenditures for 

both fine arts and athletics programs. District 1000 did not use program change measures 

as a means to reduce expenditures. District 1001 chose to reduce local tax dollar 

expenditures on a program by reallocation of current and additional Federal Government 

grant monies to cover the costs of a program. 

Specifically, District 1001 paid for an instructional aide's salary with these new 

federal dollars. This reallocation of funding dollars resuhed in a total savings of $11,074 

for District 1001. ft is important to note that only one school district, District 1002, 

actually reduced programs, specifically reducing funding for athletics and fine arts 

programs respectively. Thus, it can be concluded that 3 different school districts took 

three different approaches with regard to reducing or eliminating programs to deal with 

financial exigency. 
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Supply Budget Variables 

The third set of cost-reduction variables analyzed via content analysis of the cost-

reduction documents submitted by the three districts in the pilot study were supply 

budget reduction measures. Supply budget was defined as any area of the budget where 

funding was allocated for the purchase of supplies, including but not limited to 

insttuctional supplies, capital outlay supplies, extra curricular supplies, administrative 

supplies, and janitorial supplies. While analyzing the content of the cost-reduction 

documents for reductions in supply budgets, seven subvariables emerged from the data. 

Disttict 1000 used a supply budget reduction of 3 percent across the board to realize a 

$7,960 budgetary savings. The supply budget reduction measures categorized by District 

1000 were in general supplies, instructional supplies, library supplies, maintenance and 

custodial supplies, athletics and extra curricular supplies budgets respectively. District 

1001 did not reduce expenditures for any supply budgets. Taking a different approach. 

District 1002 in the sample chose to reduce supply budgets in general supplies, athletics 

and extracurricular areas such as band and art. The three supply budget reduction 

subvariables netted a total reduction in expenditures of $44,102 for District 1002. 

The total monetary savings from the reduction in the aforementioned areas of 

supply budgets netted a total of $52,062 for the entire sample of school distticts in the 

pilot study. Two areas of supply reduction were the most favored by the sample districts. 

Sixty-six percent of the districts in the pilot study sample chose to reduce costs by 

reducing then supply budgets in the following areas: general supplies, athletics supplies, 

and extracurricular supplies. 
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Other Cost Variables 

The fourth set of cost-reduction variables to be studied via the content analysis 

process in ttiis pilot study was in the area of Other Reduction Measures. This broad, all 

encompassing variable was designed to allow for data and variables to emerge during the 

process of the content analysis that would not readily correspond with one of the 

aforementioned variable sets. These data indicate that out of the three distticts in the 

sample, only one district used a cost-reduction methodology categorized under the 

variable of other reduction measures. District 1002 closed a school campus within the 

disttict to realize an annual savings of $29,581. 

Revenue-Generating Variables 

The fifth set of cost-reduction variables analyzed through the process of content 

analysis of cost-reduction documents from the three sample school disfricts in the pilot 

study were Revenue-Generating measures. The only revenue-generating variable found to 

be present in the data provided was an increase in tax-rates. At the discretion of local 

boards of education, school districts in the state of Texas have the authority to raise local 

property taxes, provided that they are not taxing over the state maximum $1.50 per $100 

valuation for maintenance and operations (Texas Education Code, 2003). 

Based on the content analysis of the cost-reduction documents submitted to the 

Texas Education Agency by the three school districts in the pilot study sample, all three 

school districts increased their local property tax rates to combat financial exigency. 

District 1000 raised local property taxes to the rollback tax limit in 2002, which was $.05 
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and passed a school board resolution declaring their intent to continue to levy tax rates up 

to ttie rollback tax limit until they reach the $1.50 tax cap. This initial five-cent tax 

increase generated $52,589 in additional revenue for District 1000. 

Disttict 1001 increased local property taxes by $.10 and still experienced an 

$11.182 loss in local tax revenue due to a decline in property values. This decline in 

value hampered the effects of the ten-cent tax increase; however, the increase still allows 

for an offset in additional budgetary cuts that would have been necessary had the increase 

in the tax rate not been increased. Yet, based on the data provided, it is interesting to note 

that Disttict 1000 and District 1001 tax rates were $.25 and $.24 cents away from the 

maximum tax rate allowed by Texas statute of $1.50 and experiencing financial exigency. 

District 1002 increased the property tax rate $.02 cents to the tax rate cap of $1.50 

in 2002 from a $1.48 in 2001, which netted an additional $474,622 in revenue. As a 

Chapter 41 school district, a small increase in tax-rate can generate a large increase in 

revenue due to the value of property in the district; however, once the level of wealth per 

student in District 1002 reaches the prescribed limit of $305,000, District 1002 must 

begin the process of wealth equalization to reach the $305,000 level of wealth per student 

required by Texas statue. 

The total revenues raised by the three school districts in the pilot study sample 

equaled $516,029, with a little more than 91 percent of the total coming from the two 

cent tax increase levied in District 1002. The other 8 percent came from a combined 15-

cent tax increase levied in Districts 1000 and 1001, which generated a total revenue 

increase of $41,407 combined. Based on the data presented in the cost-reduction 
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documents, all three school distticts attempted to generate additional revenues through 

local property tax increases in an attempt to reconcile revenues with expenditures during 

a time of financial exigency. 

Circling-the-drain (CTD) Variables 

The final set of variables to be analyzed were the circling-the-drain (CTD) 

variables. The cost-reduction documents from the districts in the sample were analyzed 

for the presence of CTD. Four CTD subvariables were originally identified based on a 

survey of experts in the field and a thorough review of the literature relating to school 

finance and including a large body of school funding research on resource reallocation, 

adequacy, equity, and cost-reduction. An additional subvariable, error, emerged from the 

data analyzed in one of the pilot study districts. 

Based on the data analyzed from the three school district cost-reduction 

documents, it can be concluded that all three districts in the pilot study exhibited factors 

associated with circling-the-drain variables. Based on the data presented, each of the 

three school districts in the pilot study experienced, in varying degrees, expenditures 

exceeding revenues, decreasing fund balance, and declining student enrollment, and two 

of the three sample districts also had a stagnant tax rate. Thus, these factors contributed in 

varying forms to the sample school districts' experience with financial exigency. 

District 1000 exhibited four circling-the-drain variables. Based on the data 

presented. District 1000 experienced expenditures exceeding revenues by $120,606 for 

the 1999-2000 school year, a decline in fiand balance of $162,515 for the 1999-2000 
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school year, a stagnant tax rate of $1.26, and a decline in student enrollment of 6 

students. Additionally, based on the data provided. District 1000 experienced an 

adjustment to their state school foundation funds for the recovery of an overpayment of 

$275,584, which was categorized as error. 

Error can occur in the Texas funding formula because school districts receive 

funds based upon three main drivers: student enrollment, local tax effort, and property 

value (Karr, 1999). All three of those factors can fluctuate from year to year. Therefore, 

if student enrollment declines, as in the case of District 1000 based on the data provided, 

the state will adjust downward the foundation school program allotment for the following 

year by withholding the overpayment that occurred due to the overstated student 

enrollment numbers. If a district does not account for the overpayment, specifically by 

not spending the funds that are overpaid, the situation does not create a financial 

exigency. For reasons that cannot be determined by examining the cost-reduction 

documentation provided by District 1000, the overpayment was spent. Therefore, when 

the Texas Education Agency notified the district they were going to withhold the 

overpayment of funds from the state foundation school program funds for the 2000-2001 

school year, an additional factor related to financial exigency occurred. Thus, a new CTD 

variable emerged, error. 

District 1001 experienced financial exigency primarily based on the circling-the-

drain variable of declining student enrollment. Based on the data provided. District 1001 

student enrollment declined by 124 students from 1994 to 1999. This decline represents 

a 31 percent decline in student enrollment over a six-year period. This enrollment decline 
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also led to a drop in state funding, which caused expenditures to exceed revenues by a 

projected $335,831 in the 2000-2001 school year. This deficit budgeting, coupled with 

over-projecting of revenues due to the unanticipated decline in enrollment, caused the 

fund balance to decline from $522,942 in 1999 to a projected -$26,021 in 2000. 

Compounding these problems was the fact that based upon the data provided; Disttict 

1001 had a stagnant tax rate of $1.26 per $100 of taxable value for the 1998-1999 school 

year. In an attempt to correct the impending financial exigency. District 1001 raised their 

local property tax rate by ten cents for the 2000-2001 school year. 

Disttict 1002 also experienced a severe decline in enrollment. In the 1997-1998 

school year. District 1002 had a student enrollment of 246 students; however, for the 

2002-2003 school year. District 1002 estimated student enrollment to be 172 students. 

This represented a 33 percent decline in student enrollment over a five-year period. 

Further compounding District 1002's financial exigency was their designation as a 

Chapter 41 property wealthy school district. During the same five-year time frame, as 

student enrollment dropped 74 students, local property values increased from 

$152,084,724 to $200,941,665. 

Therefore, as student enrollment declined and property values rose. District 1002 

had more per student property wealth. Thus, already being a Chapter 41 school district 

with wealth exceeding the required $305,000 property wealth per pupil, the 

corresponding decline in enrollment and increase in property values caused District 

1002's wealth equalization payment to the state to increase to an estimated $1,166,000. 

This increase caused expenditures to exceed revenue and the fund balance to decline. 
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District 1002 did not have a stagnant tax rate. The rate of $1.48 maintenance and 

operations was increased to the allowable cap of $1.50 due to the aforementioned 

financial exigency. 

Conclusions 

#1: How do school districts in declared states of financial exigency 
reduce expenditures? 

The three districts in this limited pilot study reduced expenditures by reducing 

personnel. The main vehicles of personnel reduction were through reductions in non 

certified staff followed by the reduction of non certified instructional aide positions. The 

favored way to reduce staff was through attrition; however, other means of reducing staff 

were used such as retirement incentives and reduction in force. School districts in the 

sample also reduced expenditures by reducing their supply budgets, most notably through 

reductions in athletics and fine arts supply budgets. Additionally, one school district in 

the sample closed a campus as a means to alleviate their financial exigency. All three 

school districts in the pilot study increased their tax rate to the rollback tax rate or to the 

maximum $1.50 cap in an attempt to generate additional revenue. 

#2: What patterns emerge from how financially exigent school disfricts reduce 
expenditures? 

Because of the limited scope of this pilot study, the patterns that emerged from 

how the three financially exigent school disfricts in the sample reduced expenditures may 

not be applicable on a broad scale. With the understanding that generalizing the results 
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of this pilot study would prove difficult, some assertions can be made based on the data 

from this study, ft can be reasoned, based on the data presented, that school districts with 

similar causes of financial exigency reduce their expenditures in similar ways. 

Specifically, the pattern of personnel reductions emerged as the primary means by which 

the three pilot districts reduced expenditures. A clear pattern of revenue-generation in the 

form of property tax increases emerged based on the data. 

#3: Are the patterns that emerge from how financially exigent school 
districts reduce expenditures related to certain school district characteristics? 

Based on the demographic data collected from the three pilot distticts' cost-

reduction plans, a pattern of reduction in personnel and revenue generation by raising 

local property taxes can be related to the school district characteristics of small student 

enrollment, per pupil expenditures greater than the Texas average of $6,491, recognized 

or better student academic performance ratings, and a geographic locale in Region 17 

ESC. 

#4: What patterns emerge as 'circling-the-drain' factors, which cause 
school districts to become financially exigent in the first place 
and subsequently reduce expenditures? 

Based on the data collected in this pilot study, small school districts in northwest 

Texas tend to experience financial exigency due to declines in student enrollment. 

Consequently, with fewer students, reducing staff is a rational maneuver to reconcile 

expenditures with revenue. Additionally, a pattern that emerged in the districts involved 

in this pilot study was that myriad causes could culminate in financial exigency as noted 
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in the review of circling-the-drain variables. Accordingly, it can be reasoned that a 

pattern for districts experiencing financial exigency is for each disttict to have unique 

financial causes for their particular financial exigency; however, distticts with divergent 

causal factors for financial exigency, with similar demographic characteristics, tend to 

reduce their budgets in a similar manner based on the data collected in this study. 

This pilot study uncovered a large body of research that has largely been ignored 

by school finance studies of the past. The review of literature regarding cost-reduction 

methodologies and financial exigency has demonstrated that the number of studies about 

how schools and school districts have actually responded to the demands of the public for 

higher quality educational outputs while experiencing financial strife is exceedingly 

small. In contrast to the large body of knowledge regarding equity and today's buzz 

word, adequacy, in public education funding, the question of how school districts actually 

cut costs in times of fiscal exigency has largely been ignored. 

It is for the purpose of reducing the current gap in our knowledge of cost-

reduction methodologies used by schools in times of financial exigency that the original 

research component of this pilot study has been designed and implemented. 
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CHAPTER IV 

PRESENTATION AND INTERPRETATION OF THE DATA 

Data analysis for this study is presented in three parts: demographic data, general 

content analysis results, and content analysis for circling-the-drain variables. These data 

were analyzed to answer the following research questions: 

1. How do school districts in declared states of financial exigency 

reduce expenditures? 

2 . What patterns emerge from how financially exigent school districts 

reduce expenditures? 

3 . Are the patterns that emerge from how financially exigent school 

districts reduce expenditures related to certain school district 

characteristics? 

4 . What patterns emerge as circling-the-drain factors, which cause school 

districts to become financially exigent in the first place and 

subsequently reduce expenditures? 

The first stage of data analysis involved identifying, classifying, and analyzing 

demographic data from the purposeful sample of 24 school districts' cost-reduction 

documents. The demographic variables identified were school size, property wealth per 

pupil, per pupil expenditures, academic rating, and geographic locale. These data were 

used to identify district characteristics and their relationship to patterns that emerged 

from the data on how financially exigent school distticts reduced expenditures. 
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The second stage of data analysis involved content analysis of cost-reduction 

documents submitted to the Texas Education Agency (TEA) by the 24 purposefiilly 

sampled school disfricts to determine methodologies used to deal with financial exigency. 

The five cost-reduction variables identified, classified, and analyzed during this stage of 

research were personnel reduction, program change, supply budget reduction, other cost-

reduction variables, and revenue generating variables. These data were used to identify 

how school distticts in financial exigency reduced expenditures and to determine what, if 

any, patterns emerged from how financially exigent school districts reduced expenditures. 

The final stage of data analysis involved content analysis of the 24 districts' cost-

reduction documents to determine the presence or absence of circling-the-drain (CTD) 

variables. Five CTD variables were examined: expenditures exceeding revenues, 

declining fund balance, stagnant tax rate, declining enrollment, and error. The CTD 

variables were used to determine if patterns emerged as circling-the-drain factors that 

could form the basis of a theory for eariy diagnosis of pending financial exigency. 

Demographic Variable Data Analysis 

The first stage of data analysis involved identifying, classifying, and analyzing 

demographic data related to specific school district characteristics. The five demographic 

variables chosen to profile the school districts were school size, property wealth per 

weighted average daily attendance (WADA), per pupil expendittires, academic rating, 

and geographic locale. To collect these data, the 24 cost-reduction documents were 

analyzed and cross-referenced with information from the Texas Education Agency. 
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School District Size 

The demographic variable school district size was analyzed to determine the total 

school district student enrollment. Three subvariables were constructed to collect and 

analyze these data: Small, fewer than 1,600 students, mid-size, fewer than 5,000 but more 

than 1,600 students, and large, more than 5,000 students (Texas Education Code Chapter 

42, 2004). These data were collected by content analysis of cost-reduction documents 

and cross-referencing data with the TEA on line School District Locator Database (TEA 

website: http://deleon.tea.state.tx.us/SDL/. retrieved on January 11, 2004). Of the 24 

purposefully sampled school districts, 15 (62.5%) of the school district size variables 

were from small school districts. 5 Mid-size school districts represented (20.8%) and 4 

large school districts represented (16.7%)) of the sample size respectively. 

Property Wealth 

The next demographic variable analyzed was property wealth. This variable was 

analyzed based on property wealth per weighted average daily attendance (WADA). Two 

subvariables were constructed to collect and analyze these data: Chapter 41, school 

districts in the sample with property wealth per WADA above $305,000, and Chapter 42, 

school districts with property wealth per WADA below $305,000. These data were 

collected via content analysis of cost-reduction documents and cross-referencing property 

wealthy distticts in Texas on the Texas Education Agency Website (TEA, 

www.tea.state.tx.us, retrieved January 11, 2004). 
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The two Chapter 41 school districts represented 8.3% of the total sample size. 

Twenty-two school disfricts were classified as Chapter 42 school distticts representing 

91.7% of the total sample size. Both districts classified as Chapter 41 had small student 

enrollments. Table 2 presents the data on property wealth per WADA and cross-tabulates 

the data wdth school district size. 

Table 2. School size by property wealth cross-tabulation 

School Size Property Wealth 
Chapter 41 Chapter 42 Total 

Small 2 13 15 
(13.3%) (86.7%) (100.0%) 

Mid-size 0 5 5 
(100.0%) (100.0%) 

Large 0 4 4 
(100.0%) (100.0%) 

Total 2 22 24 
(8.3%) (91.7%) (100.0%) 

As noted in Table 2, the vast majority of the sample school districts (13) were 

Chapter 42 small school districts. Further, all of the mid-size and large schools were also 

Chapter 42 schools. Only two Chapter 41 schools were represented in the data set and 

both were small schools. In fact, a major feature of the sample was the domination of 

Chapter 42 school districts that had property wealth per weighted average daily 

attendance (WADA) of less than $305,000 per student 

Per-Pupil Expenditures 

The next demographic variable analyzed was per-pupil expendittires. Two 

subvariables were used to collect and analyze these data: above average per-pupil 
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expenditures and below average per-pupil expenditures. The average expenditure per 

pupil in the school year 2001-2002 was $6,496 (Moak & Casey, 2004). These per-pupil 

expenditure data were collected and analyzed with information from the TEA Academic 

Excellence Indicator System (AEIS) (TEA, http://www.tea.state.tx.us. rettieved on 

January 11. 2004). Five districts (20.8%) had per-pupil expenditures below the state 

average, while 19 districts (79.2%) had per-pupil expenditures above the state average. In 

fact, a major finding was that 19 (79.2%o) districts per-pupil expenditures were above 

average. To further analyze the data on per-pupil expenditures, these data were analyzed 

based on school district size. Table 6 demonstrates the data obtained by cross-tabulation 

of school district size and per pupil expenditures 

Table 3. School district size and per-pupil expenditures cross-tabulation 

School Size 

Small 

Mid-size 

Large 

Total 

Per Pupil Expenditures 
Above Avg. Below Avg. 

14 
(93.3%) 
3 
(60.00 %) 
2 

(50.00%) 

19 
(79.2%) 

1 
(6.7%) 

2 
(40.00%) 
2 

(50.00%) 

5 
(20.8%) 

Total 

15 
(100.0%) 
5 
(100.0%) 
4 

(100.0%) 

24 
(100.0%) 

As noted in Table 3, 14 of the 15 small school districts had per-pupil expenditures 

above the state average of $6,496. Two mid-size districts had below average expenditures 

per pupil, and two large school districts had below average expenditures per pupil. A 

major finding was that 19 (79.2%) of the districts had expendittires above state average. 
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District Academic Rating 

The next demographic variable to be classified and analyzed was school district 

academic rating. Four subvariables were constructed to analyze this data: unacceptable, 

acceptable, recognized, and exemplary. These subvariable ratings were extrapolated 

from the sample district's Academic Excellence Indicator System during the year the 

disfrict submitted their cost-reduction document. These academic ratings take into 

account student performance on state-wide TAAS assessments (TEA, 

http://www.tea.state.tx.us, retrieved on January 11, 2004). Fourteen districts were 

academically acceptable, representing 58.4%. Eight districts, 33.3%, were academically 

recognized, and two districts were academically exemplary, 8.3%. The most significant 

findings were that 100% of the districts were rated as academically acceptable or higher 

and that no district in the purposeful sample was rated as academically unacceptable. 

Geographic Locale 

The final demographic variable to be classified and analyzed was geographic 

locale. Twenty subvariables were used to analyze these data. The variables were ESC 1-

20 in reference to the 20 education service center regions in the state of Texas. These 

ESC regions divide the state into 20 geographical sections. Fourteen of the 20 regions 

(70%) were represented in the data set. One ESC, Region 17, had three distticts in its 

service center area. Further it is important to note that all three of the ESC Region 17 

districts were distticts from the pilot study. Seven other ESCs had 2 sample districts 
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located in their regions. Six ESCs had one of sample districts located in their service 

area. Additionally, 20 of the ESCs (30%) had no school districts from the sample 

located within their borders. In fact, a major finding was the lack of geographic locale 

concenttation in one region and patterns of concentration within a combination of ESC in 

one geographic region of Texas. 

Cost-Reduction Variable Content Analysis 

The second stage of research involved content analysis of cost-reduction 

documents submitted to TEA by the 24 school districts in the purposeful sample. Five 

cost-reduction variables identified, classified, and analyzed were personnel, program 

change, supply budget, revenue generation, and other reductions. As the data emerged, 

subvariables were constructed for each variable. Further, where pertinent, categories, 

subcategories, and sub-subcategories were constructed to clearly denote and record the 

exact nature of the personnel cost-reduction. It is important to note that not all variables 

were found in every cost-reduction document submitted. This may be due to the lack of a 

prescribed format for the cost-reduction documents. 

Persormel Reduction 

The first variable analyzed was personnel cost-reduction. The presence of 

personnel cost-reductions was noted in all 24 districts' cost-reduction plans. The content 

analysis revealed 31 personnel cost-reduction methods, which accounted for $24,046,668 

of savings. In fact, a major finding was that 100% of the districts in the study reduced 
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expenditures by reducing personnel expenditures in the form of staff or benefits or both. 

Therefore, the variable personnel cost-reduction was analyzed via two subvariables: staff 

reduction and benefit reduction. Content analysis of cost-reduction documents revealed 

that 23 of the districts used the personnel cost-reduction subvariable of staff reduction. In 

addition to reducing staff, 14 distticts used the personnel cost-reduction subvariable of 

benefit reduction. However, one district did not specify how personnel expenditures were 

reduced. That district simply stated "We have further reduced annual expenditures by 

cutting $31,599 in personnel costs." 

Staff Reduction Subvariable 

The first personnel cost-reduction subvariable analyzed was staff reduction. The 

subvariable staff reduction was used as an all encompassing subvariable. Content analysis 

of cost-reduction documents revealed that 23 districts used the personnel cost-reduction 

subvariable of staff reduction. These reductions in staff were accomplished through the 

use of four staff reduction methodologies: attrition, reduction in force, termination, and 

resignation incentives. Table 4 articulates the findings regarding the utilization of staff 

reduction methodologies by the 24 districts in the purposefiil sample. 
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Table 4. Staff reduction methodologies cross tabulation 
with school size 

School Size Attrition 

Small 

Mid-size 

Large 

Total 

(29.4%) 

5 

(100.00%) 

4 

(57.1%) 

14 

(48.3%) 

Reduction in Termination Resignation Total 
Force Incentives 

(29.4%) 

(28.6%) 

(24.1%) 

(29.4%) 

(14.3%) 

(20.7%) 

(11.8%) 

(6.9%) 

17 

(100%) 

5 

(100%) 

7 

(100%) 

29 

(100%) 

As showoi in Table 4, the four staff reduction methodologies were used a total of 29 times 

by 23 of the districts in the purposeful sample. Six districts' cost-reduction documents 

revealed use of a combination of two of the staff reduction methodologies. The 

combinations were as follows: three small size school districts combined reduction in 

force and termination; one small school district and two large school districts combined 

attrition and reduction in force as the vehicle to reduce personnel in their districts. In all 

cases of combinations the staff reduction methodology of attrition was combined with 

either reduction in force or termination. 

The staff reduction methodology of attrition was present in 14 districts' cost-

reduction documents (48.3%). The staff reduction methodology of reduction in force was 
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present in 7 districts' cost-reduction documents (24.1%). The staff reduction 

methodology of termination was present in 6 (20.7%). districts' cost-reduction 

documents. The last staff reduction methodology, resignation and retirement incentives, 

was present in two (6.9%)) districts' cost-reduction documents. A major finding in the 

content analysis of the 24 districts' cost-reduction documents for the presence of the 

personnel cost-reduction subvariable of reduction in staff was the identification of the 

four staff reduction methodologies. Additionally, it is important to note that attrition was 

the most used staff reduction methodology. 

Staff Reduction Categorical Data 

A classification scheme was developed to further identify, categorize, and analyze 

the data obtained from the content analysis of the 24 districts' cost-reduction documents 

for the presence of the personnel cost-reduction subvariable staff reduction. Three 

categories of staff reductions emerged based upon the data collected: administration, 

certified teaching staff, and noncertified staff The data analysis further classified the 

staff reduction categorical data into six subcategories and sixteen additional sub-

subcategories. The purpose of this process was to identify patterns of staff positions 

reduced. Table 5 articulates the categorical data for the subvariable staff reduction. 
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Table 5. Staff reduction subvariable and categorical data 
Category Subcategory Sub-subcategory 

Administration 

Certified staff 

Noncertified staff 

Central office 

Campus level 

Teachers 

Other 

Instructional noncertified 
staff 

Auxiliary noncertified staff 

Assistant superintendent 
Director 
Principal 
Assistant principal 

Classroom teachers 
Auxiliary Teachers 
Counselors 
Other certified staff 

Classroom aide 
Library aide 
Other 
Custodial 
Maintenance 
Cafeteria 
Transportation 
Secretarial/clerical 

Administrative Staff Reduction Categorical Data 

The first category to emerge based on the data analyzed for the subvariable of 

staff reduction was administtation. Twelve school distticts (50%) reduced 23 total 

administrative staff positions. Table 6 presents the administration staff reduction 

categorical data and cross-tabulates the data with school size to determine if pattems 

emerge related to school district characteristics. 
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Table 6. Administration staff reduction categorical 
data cross-tabulation with school size 

Campus Level Administrator Central Office Level Administrator 

School Size Principal 
Assistant Assistant 
Principal Superintendent Director Total 

Small 

Mid-size 

0 0 

Large 

(60.0%) 

(20.0%) 

(33.3%) 

Total 8 

(40.0%) 

(50.0%) 

(33.3%) 

(30.0%) 

(8.4% 

(5.0%) 

2 5 

(40.0%) (100.0%) 

2 6 

(30.0%) (100.0%) 

3 12 

(25.0%) (100.0%) 

7 23 

(25.0%) (100.0%) 

As shown in Table 6, three small school distticts reduced five administtation staff 

positions. One of the small distticts reduced the only campus principal and had the 

superintendent assume those duties. The remaining two small districts reduced centtal 

office director level staff positions. All five mid-size schools eliminated a total of six 

administrative staff positions. One mid-size school disttict eliminated a campus principal. 

One mid-size school district eliminated an assistant principal and a centtal office director 

position. Another mid-size school district eliminated a campus level assistant principal, 

and the remaining mid-size school district reduced a centtal office director position. All 

four large school districts eliminated 12 administrative staff positions. All 4 large school 

districts eliminated both campus principals and assistant principals. Three large school 

districts (75%) eliminated central office director positions, and one large district reduced 
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an assistant superintendent position. In fact, a major finding of the content analysis for 

the subvariable of staff reduction was that 100% of the large school districts and 100% of 

the mid-size school districts reduced administration staff positions. 

Certified Staff Reduction Categorical Data 

The second staff reduction category to emerge from the content analysis of the 24 

districts' cost-reduction documents for staff reduction was certified staff reductions. A 

major finding was that 19 of the 24 districts (79.2%) reported reductions in certified staff 

Further, of the 5 districts not categorized as reducing certified staff, four districts (16.7%) 

did not specify the type of staff eliminated, simply stating "personnel units." Only one 

disttict (4.1%)) did not eliminate certified staff. As presented in Table 7, the data emerged 

into two subcategories: certified teachers and other certified staff Further analysis refined 

these data into four sub-subcategories: classroom teachers, auxiliary teachers, counselors, 

and other certified staff. 

Table 7. Certified Staff Reduction Categorical Data 

Subcategories Sub-subcategories of Number 
of staff staff reduction 
reduction 
Teachers Classroom teachers 12 

(52.17%) 
Auxiliary teachers 4 

(17.39%) 
Other Counselors 2 

(8.7%) 
Other certified staff 5 

(21.74%) 
N=23 23 
Total (100.0%) 
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As reflected in Table 7, 12 distticts (52.17%) eliminated certified classroom 

teachers. Four of the 12 distticts that eliminated certified classroom teachers also 

eliminated certified auxiliary teachers with 2 reducing in the area of fine arts and 2 in 

disttict specific auxiliary programs. The content analysis revealed 2 distticts that 

eliminated certified staff by reducing counseling staff The category of other certified 

staff reductions identified teacher/coach as being eliminated by 5 of the 10 sample 

distticts, represented by 3 small schools, 1 mid-size, and 1 large disttict respectively. In 

fact, a major finding was that 79.2% of the purposeful sample of 24 school districts' cost-

reduction documents delineated reductions in the area of certified staff 

Noncertified Staff Reduction Categorical Data 

The next staff reduction category analyzed was noncertified staff An important 

finding was that 17 districts (70.8%)) eliminated noncertified staff Two subcategories 

were constructed to analyze these data: reduction in noncertified instructional staff and 

noncertified auxiliary staff Thirteen districts (54.17%) eliminated noncertified 

instructional staff and 15 districts (62.5%) eliminated noncertified auxiliary staff For 

these 2 subcategories, 8 sub-subcategories emerged from the content analysis of the 24 

districts' cost-reduction documents. These data were categorized as shown in Table 8. 
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Table 8. Noncertified Staff Reduction Categorical Data 
Subcategories of Sub-subcategories of Number 
noncertified staff noncertified staff 

reduction reduction 

Instructional 

Auxiliary 

Classroom Aides 

Library Aide 

Other 

Custodial 

Maintenance 

Cafeteria 

Transportation 

Secretary/clerk 

Total 

13 
(28.89%) 
1 

(2.22%) 
2 

(4.44%) 
6 
(13.33%) 
7 
(15.56%) 

4 
(8.89%) 

5 
(11.11% 
7 
(15.56%) 

45 
(100.0%) 

As noted in Table 8, 13 districts (54.17%) eliminated instructional classroom aides. 

Additionally, one of the 13 districts that eliminated instructional classroom aides also 

eliminated a library instructional aide. Two of the 13 districts eliminated other 

instructional aides in the form of computer lab instructional aides. Fifteen districts 

(62.5%) eliminated noncertified auxiliary staff. Six districts eliminated noncertified staff 

in the form of custodial positions, while 7 districts eliminated noncertified staff by 

reducing maintenance positions. Five districts eliminated noncertified staff by eliminating 

transportation personnel. Further, 7 districts eliminated noncertified auxiliary staff by 

eliminating secretarial and clerical positions. An important finding was that 15 (62.6%) 
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of the 24 disttict's in the purposefiil sample articulated a reduction of noncertified 

auxiliary staff as an cost-reduction measure used to remedy financial exigency. 

Benefit Reduction Subvariable 

The second subvariable analyzed for the variable personnel cost-reduction was 

benefit reduction. Based on the content analysis of the 24 districts' cost-reduction 

documents, 11 districts (45.8%) reduced personnel expenditures by reducing benefits 

paid to employees. As the data emerged, 2 categories, 7 subcategories and 4 sub-

subcategories of reduction in salary and reduction in other benefits were constructed to 

collect and analyze the data. These data are presented in Table 9. 

Table 9. Benefit reduction subvariable and categorical data 
Category Subcategory Sub-subcategory 

Reduction in salary Elimination/reduction in salary 

Reduction in other 
benefits 

increases 

Other reduction in salary 

Eliminate overtime 
Cut insurance benefits 
Cut local leave days 
Reduce the number of contract days 
Cut tenure incentives 

Administration 
All staff 
Teacher local salary 
increment 
Stipend reduction 
Other 

Of the 11 districts reducing salaries, 7 districts (63.64%) reduced or eliminated salary 

increases for all staff members, excluding state-mandated salary step increases. Four of 
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the school distticts (36.36%) eliminated salary increases for administrators. Two distticts, 

(18.18%) removed the local district supplement above the state mandated base salary 

schedule for certified teaching staff Five districts (45.45%) eliminated or eliminated 

stipends paid for additional duties. A total of 6 of the 11 districts that used the reduction 

in benefits category of reduced salary also implemented reductions in the other benefits 

category. Three districts eliminated overtime hours for maintenance or custodial 

personnel and 2 of those districts reduced employee insurance benefits. Also, 3 districts 

reduced the number of local personal leave days while reducing contracted days over the 

required 187 for some teachers. In all three instances of reduced contracted days, all were 

in extracurricular areas, 2 agriculture teachers and 1 athletic director. Finally, 1 district 

also reduced a local tenure incentive. 

Program Change 

The second cost-reduction variable analyzed was program change. Program 

change cost-reductions were noted in 12 of the 24 districts' cost-reduction plans and 

accounted for $4,871,389 of monetary savings. It is important to note that of these 12 

districts, 4 were large (100%) which accounted for $3,684,772 of the total savings, and 4 

(80.0%) were mid-size districts, which accounted for $904,775 of the total savings. Four 

small districts (26.67%) accounted for the remaining $281,842 in savings under the 

variable program change cost-reductions. 

Five program change subvariables emerged: extracmricular programs, 

compensatory/federal programs, food service programs, custodial and maintenance 
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programs, and curricular programs. These subvariables were further refined into 

additional sub-subcategories as the data emerged from the content analysis of the 24 

districts' cost-reduction documents. One hundred percent of the 12 districts that used 

program change reduction as an cost-reduction method used program change in 

extracurricular programs to reduce expenditures. The categories of state/federal and 

curriculum program changes each totaled 8 districts (66.7%). Six districts (50%) reduced 

expenditures by enacting program changes in custodial or maintenance and food service 

programs. The most significant program change finding was that all 12 districts that 

initiated a program change made some reductions in extracurricular programs. 

Extracurricular Program Change Categorical Data 

The first subvariable analyzed for the variable program change reduction was 

extracurricular program change. An important finding was that of the 12 districts 

reducing programs 100.0%o reduced extracurricular programs. To collect and analyze the 

extracurricular program change data, two categories, four subcategories, and six sub-

subcategories were constructed. This categorical data is listed in Table 10. 
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Table 10. Extracurricular program change categorical data 
Categories of Subcategories of Sub-subcategories of 
extracurricular extracurricular extracurricular program 
program change program change change 

Fine Arts 

Athletics 

Music programs 

Other fine art 
programs 

Consolidation of 
duties 

General budget 
reduction—not 
supplies 

Band 
Orchestra 
Choir 
Elementary music 
Theatre 
Elementary art 

The first category analyzed for the subvariable extracurricular program change 

was fine arts. Seven districts (58.33%) reduced fine arts programs in 2 subcategories: 

music and other. Music programs were reduced by 5 (71.43%) districts. Under the music 

subcategory, four sub-subcategories were identified: band, orchestra, choir, and 

elementary music. Two districts reduced band programs with one large district reducing 

expenditures for band (not supplies) and one small district eliminating band. One instance 

of program reduction was recorded for each of the following music sub-subcategories: 

orchestra, choir, and elementary music. Each of these music sub-subcategories was 

reduced by large districts. 

The second subcategory of fine arts program changes was noted in other fine arts 

programs. Other fine arts programs were reduced by the remaining 2 distticts (28.67%). 

One district eliminated the theatre program and the other district eliminated the 
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elementary fine arts program. It is important to note that both of the school districts that 

reduced programs in the subcategory of other fine art programs were small school 

districts. The next exttacurricular program change category analyzed was athletics. Five 

(71.43%) of the 12 districts that enacted program changes reduced athletic programs. 

Two athletics program reduction subcategories were constructed to further analyze and 

refine these data: consolidation of duties and budget reduction other than supply budget 

reduction. One small district consolidated coaching duties, and all 5 districts that enacted 

athletics program changes reduced the budget for athletics. Of these five, 3 were small 

districts, 1 was mid-size, and 1 was large. 

State/Federal Program Change Reduction Subvariable 

The second program change reduction subvariable analyzed was state/federal 

programs. State and/or federal programs are paid for with funding entitlements from the 

state or federal government. These monies are designed to compensate school districts 

for the higher costs typically associated with educating students from disadvantaged 

backgrounds. Eight of the 12 districts (66.7%) inhiating program changes reduced and/or 

re-allocated expenditures via the subvariable state/federal program changes. Based on the 

data contained in these 8 districts' cost-reduction documents, 3 categories, 7 

subcategories, and 5 sub-subcategories emerged from the data. Table 11 contains the 

categorical data related to the subvariable program change reduction. 
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Table 11. State/federal program change categorical data 
Categories of Subcategories of Sub-subcategories of state/federal 
state/federal program state/federal program program change 
change change 

Student support 
programs 

Counselor programs 

Library/media 
programs 
Credit recovery 
programs 
Other program 
reductions 

Student assessment 
Miscellaneous counselor programs 

Summer school 
Alternative education programs 
Discipline programs 

Program fimding 
changes 

Funding for teacher 
salaries 

Community Adult GED 
education programs Parent programs 

As noted in Table 11,3 program change reduction categories were identified: 

student support programs, program fimding changes, and community education 

programs. Further, 7 subcategories and 5 sub-subcategories emerged from the data 

analysis. These categorical data were collected and analyzed to answer the research 

questions of how school districts reduced expenditures when faced with financial 

exigency and to determine whether pattems emerged from the data related to how school 

districts reduce expenditures and if those pattems were related to certain school distnct 

characteristics. There were 15 instances of state/federal program changes enacted by 8 

distticts. The most used state/federal program change reduction category was student 

support programs. This program change reduction category encompassed all 8 districts. 
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Four state/federal program change reduction subcategories emerged: counselor 

programs, library/media services, credit recovery, and other student support program 

reductions. The first state/federal program change reduction subcategory, counselor 

programs, were reduced by 4 districts (50%). Two mid-size school districts and one large 

school district reduced counselor programs in the area of student assessment, while one 

small district reduced "miscellaneous counselor expenses." The second state/federal 

program change reduction subcategory analyzed was library/media programs, which were 

reduced by 2 districts (25%). Both of these school districts were categorized as small 

school districts based on student enrollment. The third state/federal program change 

reduction subcategory, credit recovery programs, was reduced by 4 districts (50.0%). All 

4 districts reduced altemative education programs and 3 of those 4 also reduced summer 

school programs. All 4 of the districts that reduced credh recovery programs were large 

school districts. The fourth state/federal program change reduction category, other 

student support programs, was present in 5 (62.5%) districts' cost-reduction documents, 

representing of the 8 districts that reduced state/federal programs. Further, 1 of these 5 

districts reduced in the specific state/federal program change sub-subcategory of student 

discipline. 

The second state/federal program change reduction category that emerged from 

the content analysis of the cost-reduction documents was categorized as funding change. 

Specifically, 5 districts (62.5%) reallocated either state compensatory education fiinding 

or federal titie fiinding to compensate for previous expenditures incurred with local tax 

dollars. In all 5 instances of state/federal program change reduction, the state and federal 
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fiinds were reallocated to finance teacher compensation previously paid with local tax 

dollars. Four of the 5 districts that used the reallocation of state/federal funding under the 

category of program change were small school districts with one mid-size district also 

reallocating state/federal funding. The final state/federal program reduction category 

identified was community education programs. Two districts (25%) reduced community 

education programs. Two subcategories emerged from the data. Specifically, 2 large 

school districts eliminated funding for adult general education programs, and 1 of those 

districts also eliminated an after-school parent education program. 

Curriculum Program Change Reduction Subvariable 

The third program change reduction subvariable analyzed was curriculum. Eight 

districts (66.67%) reduced curriculum programs using 11 categories of methods. Five 

curriculum program reduction categories and 6 subcategories emerged from the data. 

Table 12 articulates the categorical data that emerged from the content analysis of the 

districts' cost-reduction documents. 
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Table 12. Curriculum program change categorical data 
Categories of 
curriculum program 
change 

Schedule changes 

GATE programs 

Advanced Programs 

Subcategories of 
curriculum program 
change 

Eliminate bock 
scheduling 

Eliminate teaming 

Reduce G/T 
Programs 

Reduce 
AP Programs 

Number 

2 
(18.18%) 

2 
(18.18%) 

1 
(9.09%) 

1 
(9.09%) 

2 
(18.19%) 

Joumalism Programs Eliminate Newspaper 1 
(9.09%) 

Eliminate Yearbook 1 
(9.09%) 

Physical Education 1 
Programs (9.09%) 

Totals 11 
(100.0%) 

The first curriculum program change reduction category analyzed was schedule 

changes. Two mid-size school districts (25%)) enacted schedule changes by eliminated 

both the block schedule and middle school teaming programs. One large school district 

executed a curriculum program reduction in career and technology classes (GATE). Two 

small districts reduced advanced programs with one reducing both gifted/talented and 

advanced placement courses and another reducing only advanced placement courses. 
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Additionally, two small disfricts reduced journalism programs with one eliminating the 

school newspaper and one eliminating the yearbook. Finally, one small district instittited 

a curriculum program change and revamped their physical education program K-12. 

Custodial/Maintenance Program Change Reduction Subvariable 

The fourth program change subvariable analyzed was custodial/maintenance 

programs. Six districts (50%) instituted custodial/maintenance program changes. Four 

custodial/maintenance program reduction categories emerged: deferred maintenance, 

reductions in general maintenance, outsourcing, and contracted services. All 6 districts 

(100%) exercised deferred maintenance to reduce expenditures in custodial/maintenance 

programs. Three districts (50%) also reduced custodial/maintenance programs in areas 

specified as "general" in cost-reduction documents. One district (16.67%) also 

outsourced maintenance locally, while one district (16.7%) also contracted services with 

a national company to reduce expenditures in custodial/maintenance. Of the six districts 

reducing program costs in custodial/maintenance programs, four were large districts, one 

was mid-size, and one was a small school district based on student enrollment 

demographic data. 

Food Service Program Change Reduction Subvariable 

The final program change reduction subvariable was food service. Six districts 

(50%) executed program change reductions in food service. Three categories emerged 

from the cost-reduction documents for food service program reduction changes: 
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contracted services, reduction in food choices, and general food service reduction. Two 

mid-size school districts (33.3%) reduced food service programs by contracting services 

with national food service companies. Two small districts (33.3%) reduced food service 

programs by reducing menu choices in school cafeterias. It was noted that 4 districts 

(66.7%) documented the food service program as "general" program reduction without 

giving any specific information. Three of the 4 districts enacting "general" food service 

program reductions were small school distticts and 1 was a large school district. 

Supply Budget Reduction 

The third cost-reduction variable identified, classified and analyzed was supply 

budget reduction. Supply budget reductions were noted in 9 (37.5%) of the 24 districts' 

cost-reduction documents. Supply budget reductions accounted for $706,364 of cost-

reductions for the 9 districts. Five small school districts, 3 mid-sized school districts, and 

1 large school district reduced supply budgets. Further, it was noted, 3 mid-size districts 

accounted for a total savings of $465,000, which was more than half the total. Three 

supply reduction categories were constmcted to collect and analyze the data: across-the-

board supply reductions, instmctional supply reductions, and other supply reductions. 

Finally, 7 supply budget reduction subcategories were delineated for additional 

specificity and to further analyze the data for pattems related to cost-reduction during 

times of financial exigency. 

The first supply budget reduction category analyzed was across-the-board supply 

budget reductions. Five districts (55.56%) executed across the board supply budgets 
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reductions. The percentage of across-the-board supply budget reductions ranged from 

3% to 65%) with the average being 21.6% across-the-board supply budget reductions. 

Three of the districts initiating across-the-board supply budget reductions were from mid

size school districts with one each from a large and a small district, respectively. The next 

supply budget reduction category analyzed was instmctional supplies. Three districts 

(33.3%)) reduced instructional supply budgets. Three small districts reduced classroom 

supplies, and two mid-size districts each reduced counselor's supplies and testing 

supplies. Further, one small district eliminated the superintendent's supply budget. The 

third supply budget reduction category identified was other supply budgets. Two districts 

(22.2%) reduced areas in other supplies. One of the mid-size school distticts reduced 

custodial supplies and capital outlay supplies, while one small school district reduced 

school board supplies. 

Other Cost-reduction 

The fourth cost-reduction variable analyzed was other cost-reduction methods. 

This variable was designed as a "catch all" category, and 17 categories of other cost-

reduction methods emerged based on the data totaling $4,109,350 of other cost-

reductions. Twelve (50%) of the 24 districts' cost-reduction documents contained other 

cost-reduction methods. Three of the mid-sized districts reduced other expendittires 

totaling $2,277,702. AdditionaUy, it was noted that 2 large districts accounted for 

$1,292,172 of reduced expenses in the category of other expenditures reduced. Finally, 7 

small districts reduced $539,476 of expenditures categorized as other. Five districts 
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(41.67%) refinanced old bond program debts at lower interest rates. Three districts 

(25%) closed a school campus. Two districts (16.67%) reduced student travel. Two 

districts (16.67%) revised internal budget control systems, and two districts (16.67%) 

eliminated capital outlay. Further, there were 10 other cost-reduction methods employed 

by only single districts as shown in Table 13. 

Table 13. Other cost-reduction category data occurring in only one district 

Other cost-reduction categories 

Delay opening new campus Delay loan payments 

Reduce student meals for UIL events' Redraw attendance zones 

Use energy management contracts Reduce architect fees 

Stagger bell schedules Consolidate 

Retire/rehire personnel Reduce phone lines 

Revenue Generation 

The final cost-reduction variable analyzed was revenue generation. Sixteen 

districts (66.67%)) generated additional revenue. Eleven categories were identified as 

revenue generation measures. In total, $7,217,331 of additional revenue was generated 

by the 16 districts. Thirteen small districts (81.25%) generated $4,144,739 in revenue. 

Three mid-size districts (18.75%) generated a total of $3,072,592. ft was noted that none 

of the large school districts generated additional revenue. 

124 



Twelve distticts (75%) increased local property taxes to generate additional 

revenue. Two of those 12 distticts passed board resolutions to tax up to the roll-back tax 

rate for maintenance and operation until the tax cap of $1.50 per $100 of property value 

was reached. Three districts (18.75%) generated additional revenue by selling WADA, 

weighted average daily attendance, to property wealthy school districts. This method is 

one of the four ways Texas allows property wealthy school districts to reduce their 

property wealth per weighted average daily attendance. Districts with less than $305,000 

per WADA can sell WADA to distticts with more than $305,000 per WADA to generate 

revenue. Two districts (12.5%) aggressively prosecuted delinquent taxpayers, and two 

districts (12.5%) maximized grant funding for additional revenue. 

The remaining categories of revenue generation were present in the cost-reduction 

plans from 6 different districts (37.5%). These 6 revenue generating categories were the 

use of energy management contracts, increase in facility usage fees, bonding to pay off 

leases, short term loans from local bank to make payroll, attendance incentives, and an 

increase in extracurricular participation fees paid by students. A major finding was that 

16 districts (66.67%) of the 24 districts' cost-reduction documents contained the presence 

of revenue generation to remedy financial exigency. A major finding was that of the 16 

districts generating revenue, 12 of those distticts (75%) raised local property tax values to 

generate additional revenue. Based on the data contained in the cost-reduction documents 

submitted by the 24 school districts, the research was unable to determine if the 4 distticts 

that did not raise local property values were already at the $1.50 tax cap. Finally, a 

significant finding was that no large school distticts attempted to generate revenue. 
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Circling-the-drain (CTD) Variables 

The final stage of data analysis involved content analysis of the 24 districts' cost-

reduction documents to determine the presence or absence of circling-the-drain (CTD) 

variables. Five CTD variables were analyzed: expenditures exceeding revenues, declining 

fund balance, stagnant property tax rate, declining enrollment, and error. The presence or 

absence of single CTD variables was analyzed to determine if pattems emerged, and then 

the presence or absence CTD pattems in combination were analyzed and cross-tabulated 

with school district size demographic variables to determine if pattems emerged, which 

could form a conceptual framework for a CTD theory for early diagnosis of financial 

exigency. Table 14 articulates the data regarding the CTD pattems and the percentage of 

districts' reporting the variable. 

Table 14. CTD variables single pattem data 

CTD variables 

Total number of 
districts CTD 

variable is present 

Percentage of the 24 
districts' reporting the 

variable 

Expenditures exceed 
revenues 21 

Declining fimd 19 

balance 

Stagnant tax rate 8 

Declining enrollment 16 

Physical Education 13 
Programs 

Totals 77 

100.0% 

87.5% 

79.17% 

33.33% 

66.67% 

54.17% 

24 

100.0% 
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Expenditures Exceed Revenues 

The first CTD variable analyzed was expenditures exceeding revenues. These 

data were identified by cash flow statements and fund balance projections in the 24 

districts' cost-reduction documents submitted to the Texas Education Agency. A major 

finding was that 21 districts (87.5%) experienced the CTD variable of expenditures 

exceeding revenues. The three districts (12.5%) that did not experience expenditures 

exceeding revenues were from mid-size school districts. 

Decreasing Fund Balance 

The second CTD variable analyzed was decreasing fund balance. Fund balance 

projections and cash flow worksheets from the cost-reduction documents were analyzed 

to determine the presence or absence of the CTD variable declining fund balance. 

Twenty districts' (83.33%)) cost-reduction documents revealed declining fund balances. 

Further, it was noted that the 4 districts (16.67%) without decreasing fund balances 

consisted of two small districts, one mid-size district, and one large district. 

Stagnant Tax Rate 

The next CTD variable analyzed was stagnant tax-rate. A sample district was 

determined to have a stagnant tax rate if the disttict was below $1.40 on their local 

maintenance and operation taxes or had not raised local maintenance and operation taxes 

for two years. Eight districts (33.3%) had stagnant tax rates. All eight of the distticts with 

stagnant tax rates were small school districts. 
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Declining Student Enrollment 

The fourth CTD variable analyzed was declining student enrollment. This CTD 

variable was operationalized as a decrease in total disttict student enrollment from the 

prior year. Content analysis of the cost-reduction documents revealed that 16 districts 

(66.7%) experienced the CTD variable of student enrollment decline. Two large school 

distticts, two mid-size school districts, and twelve small school districts experienced the 

CTD variable of declining student enrollment. 

Error 

The final CTD variable analyzed was error. The CTD variable error was 

operationalized as any district spending an overpayment of foundation school fiinds from 

the state of Texas, and subsequently requesting delayed recapture from the TEA for 

retum of the overpayment. When error occurs, most often due to rapid declines in 

student enrollment or fluctuating property values, TEA withholds the amount of prior 

year(s) overpayment from the school district's current year funding (Flathouse, 2004). 

Fourteen districts (58.3%)) experienced error. The CTD variable of error occurred in 10 

small districts. 

Circling-the-drain (CTD^ Pattems 

The purpose of analyzing the content of the 24 districts' cost-reduction documents 

was to determine if CTD variables were present and if pattems emerged from the data 

related to causal factors of financial exigency, which could form the basis of a concepttial 

128 



framework for a CTD theory for early waming indicators of pending financial exigency. 

In order to ascertain the pattems related to the CTD variables, a cross-tabulation of CTD 

pattems and school disttict size was undertaken, and the resuhs of the content analysis 

are presented in Table 15. 

Table 15. Cross-tabulation of CTD pattems and school district size 
CTD Pattems 

10001 

11001 

11101 

OOnOl 

01001 

10000 

lOnOO 

11001 

11100 

11111 

llnOO 

llnOl 

llnlO 

l l n l l 

l l n ln 

Total 

1 
1 
100.0% 
1 
100.0% 
2 
100.0% 
0 

0.0% 
0 

0.0% 
1 
100.0% 
0 

0.0% 
1 
100.0% 
2 
100.0% 
3 

75.00% 
0 

0.0% 
1 
25.0% 

0 
0.0% 

2 
100.0% 
1 
100.0% 
15 
62.5% 

School Size 

2 
0 

0.0% 
0 

0.0% 
0 

0.0% 
1 
100.0% 
1 
100.0% 
0 

0.0% 
0 

0.0% 
0 

0.0% 
0 
.0% 
1 
25.00% 

1 
100.0% 
0 

0.0% 
1 
100.0% 
0 

0.0% 
0 

0.0% 
5 
20.8% 

3 
0 

0.0% 
0 

0.0% 
0 

0.0% 
0 

0.0% 
0 

0.0% 
0 

0.0% 
1 
100.0% 
0 

0.0% 
0 

0.0% 
0 

0.0% 
0 

0.0% 
3 

75.0% 
0 

0.0% 
0 

0.0% 
0 

0.0% 
4 

16.7% 

Total "1 

N 
1 
100.0% 
1 
100.0% 
2 
100.0% 
1 
100.0% 
1 
100.0% 
1 
100.0% 
1 
100.0% 
1 
100.0% 
2 
100.0% 
4 
100.0% 
1 
100.0% 
4 
100.0% 
1 
100.0% 
2 
100.0% 
1 
100.0% 
24 
100.0% 
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Table 15 analyzed the presence of 5 CTD variables and the pattems that emerged 

from the content analysis of the 24 distticts' cost-reduction documents as categorized by 

school disfrict size based on student enrollment. The first column depicts the presence of 

CTD variable pattems and is shown in terms of 1 and 0. A 1 indicates the CTD variable 

is present. A 0 indicates the lack of the CTD variable. The first number in the sequence 

corresponds to the first CTD variable: expenditures exceeding revenues. The pattem of 

five Is or Os represents each of the CTD variables in the following order: expenditures 

exceeding revenue, declining fiind balance, stagnant tax rate, declining enrollment, and 

error. 

Based on the pattems of variables in Table 20, the data analysis shows that the 

first 2 variables, expenditures exceeding revenues and declining fund balance, are present 

in 20, 83.33%), of the districts' cost-reduction documents. Additionally, the pattem of 

expenditures exceeding revenue and error is present in 7 districts, 29.2%, and the pattem 

of declining fund balance and error is present in 7 districts, 29.2%. Further, the pattem of 

expenditures exceeding revenues, declining fund balance, and error are present in 4 

districts (16.67%); however 3 of the 4 are large school districts, which represents 100%, 

of the large districts in the sample. Another pattem that emerged was the five ' 1' pattem. 

Four districts' (16.67%), cost-reduction documents contained all 5 CTD variables, 3 were 

small school districts and one was a mid-size school disttict. 

A significant finding was that there was neither an overwhelming CTD pattem 

that encompassed a large majority of all school district sizes nor a plurality of CTDs 

present as witnessed by 3 or more CTD variables together in a pattem. Thus, this lack of 
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a convincing CTD pattern, in light of the small N, points to the fact that the school 

distticts seemed to suffer from myriad factors, which may predispose some school 

districts to experience financial exigency. 

Major Findings 

The major findings of this study were analyzed in accordance with four research 

questions: 

1. How do school districts in declared states of financial exigency reduce 

expenditures? 

2. What pattems emerge from how financially exigent school districts 

reduce expenditures? 

3. Are the pattems that emerge from how financially exigent school 

districts reduce expenditures related to certain school district 

characteristics? 

4. What pattems emerge as circling-the-drain (CTD) factors, which cause 

school districts to become financially exigent in the first place and 

subsequently reduce their expenditures? 

How do school distticts in declared states of financial exigency 
reduce expenditures? 

Based on the data derived from content analysis of 24 purposefully sampled 

school districts' cost-reduction documents, financially exigent school distticts reduce 

personnel. The content anafysis of the cost-reduction documents indicated that 100% of 
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the 24 school disfricts used myriad methodologies to reduce personnel expenditures 

accounting for approximately $24,046,668 of budget reductions. School districts in 

financial exigency reduce staff through attrition, 45.83% by eliminating certified teaching 

staff, 83.34%), and noncertified instructional personnel, 70.83%. 

Additionally, the content analysis indicated $7,217,331 revenue was generated 

through a variety of mechanisms to reduce financial exigency by 66.67%, of the school 

districts in the sample. The content analysis of 24 districts' cost-reduction documents 

indicated that 50% of the sample districts instituted program changes to cut their budgets. 

These program changes accounted for $4,871,389 of cost-reductions. Finally, the analysis 

revealed that $4,109,350 in other cost-reduction methods were used by 50% of the school 

distticts to reduce expenditures. These other cost-reduction methodologies seemed to be 

tailored to meet the various needs and idiosyncrasies of the individual districts, hence the 

wide array of multifaceted cost-reduction strategies. 

What pattems emerge from how financially exigent school 
districts reduce expenditures? 

The content analysis of cost-reduction documents indicated a pattem of personnel 

reduction as the main vehicle for financially exigent school districts to reduce 

expenditures. One hundred percent of the sample districts reduced personnel costs. The 

content analysis revealed attrition as the main method the sample school districts used to 

reduce personnel. Additionally, a pattem of reduction in certified teaching staff was 

indicated by the content analysis with 83.34% of the 24 districts reducing certified staff 

The data also indicated a pattem of more specificity of reduction in certified staff. 
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specifically classroom teachers (52.17%). Also, a pattern emerged in that 17 districts 

(70.83%) reduced noncertified instructional personnel and 15 districts (62.5%) reduced 

non-instructional auxiliary personnel. The data analysis also indicates a pattem in the use 

of revenue generation measures, with 16 districts (66.67%) generating additional 

revenue. Further, the data on revenue generation revealed that 16 of the districts that 

generated revenue did so by raising local property taxes. 

Are the pattems that emerge from how financially exigent school 

districts reduce expenditures related to certain school district characteristics? 

The data on financial exigency factors and pattems associated with school district 

characteristics indicate that 15 of the districts (62.5%) were small school districts with an 

enrollment of fewer than 1,600 students. Also, 22 of the districts (91.67%) were Chapter 

42, property poor, school districts. Further, 19 of the districts (79.17%) had per-pupil 

expenditures that were above the state average, and all 24 of the districts had academic 

ratings of acceptable and above. Additionally, no pattems related to school district 

characteristics indicated that geographic locale is associated with financial exigency. 

Thus, the main characteristics of financially exigency school districts were 

property poor, small school districts all over the state of Texas, having a pattem of 

spending above the state average per pupil with acceptable or better academic ratings. 

The pattems of cost-reduction used show the use of personnel cost-reductions and 

revenue generation as the main avenues used to thwart financial exigency. The data 

indicate that mid-size as well as large school districts can have a pattem of being property 

poor with no concentrations in geographic locale. Mid-size and large distticts also have 
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the same pattem of spending more than the state average per pupil and having acceptable 

or better academic ratings. These districts used personnel reductions as the main method 

to deal with financial exigency. For example, the four large school distticts accounted for 

495 personnel position reductions and $19,370,855 worth of total budget reduction as the 

main vehicle for alleviating financial exigency. An additional pattem emerged that none 

of the four large school districts chose to generate revenue to deal with their financial 

exigency. 

What CTD pattems emerge? 

The data on CTD pattems demonstrate only one main pattem: 20 of the districts 

(83.33%) experienced the CTD expenditures exceeding revenues and the CTD of 

declining fund balance. Further, the CTD data indicated a pattem of 22 districts (91.67%) 

experiencing expenditures exceeding revenues and 20 districts (83.33%) experiencing 

declining fund balances. The data on circling-the-drain pattems indicated that all of the 

15 small school districts experienced the CTD of expenditures exceeding revenues. The 

CTD data on student enrollment decline revealed that 16 districts (66.67%) experienced 

this CTD pattem. Finally, the CTD data revealed that 13 of the financially exigent school 

districts (54.2%)) experienced the CTD variable error. 12 of the small districts (80%) 

experienced error. 
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Analysis 

In tills study, the demographic variables of school size and property wealth 

indicate the variance in sample disttict size and property wealth was not substantial. The 

demographic characteristic analysis demonstrated that 15 school districts (62.5%) were 

classified as small schools. Further, the content analysis revealed that 21 of the sample 

districts (87.5%)) were Chapter 42 schools with property wealth of less than $305,000 per 

weighted average daily attendance. Additionally, 19 of the districts (79.17%) had per-

pupil expenditures above the state average, and all 24 districts had academic ratings of 

acceptable or higher. Thus the analysis of demographic variables suggests that 

financially exigent school districts in this sample have a pattem of being property poor 

school districts with small enrollments, scattered throughout the state geographically, 

spending more than the state average per pupil, and having acceptable or better academic 

ratings. 

The content analysis of the 24 cost-reduction plans revealed congmence in 

variables used to reduce expenditures by $40,951,102. Specifically, all 24 sample 

districts reduced personnel. In total, $24,046,668 of personnel expenditures were 

reduced. The cost-reduction methodology of attrition was used by 14 of the districts 

(58.33%). Reduction in certified teaching staff was used by 20 districts (83.33%) and 

reduction of noncertified personnel was used by 17 of the districts (70.83%). Those were 

the primary means of reducing personnel. The content analysis also revealed that 14 of 

the districts (58.33%) enacted program changes to reduce $4,871,389 to alleviate 

financial exigency. Second, 16 districts (66.67%) generated $7,217,331 worth of 

135 



additional revenue to alleviate financial exigency. The distticts' cost-reduction plans 

revealed that 12 of the sample districts (50%) reduced other costs for a total of 

$4,109,350. 

Content analysis of the 24 sample districts' cost-reduction documents revealed the 

presence of five circling-the-drain (CTD) variables. The first CTD variable, expenditures 

exceeding revenues, was present in 21 of the financially exigent school districts' cost-

reduction plans (87.5%). The second CTD variable, declining fund balance, was present 

in the sample districts' cost-reduction plans of 20 districts (83.33%). A pattem of 20 of 

the districts (83.33%)) experiencing both expenditures exceeding revenues and declining 

fimd balance also appeared. Thus all districts that experienced declining fund balance had 

expenditures exceeding revenue. The CTD variable of declining student enrollment was 

evident in 16 of the sample school districts cost-reduction documents (66.67%). Finally, 

the fifth CTD variable analyzed was error. It was determined that 14 of the financially 

exigent school districts (58.33%) had experienced the CTD variable of error. 
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CHAPTER V 

DISCUSSION, CONCLUSIONS, 

POLICY IMPLICATIONS, AND RECOMMENDATIONS 

Discussion 

Odden and Picus (1992) contended that the lack of knowledge surrounding the 

issue of school finance comes as no surprise when one considers that, in general, public 

school finance is one of the most discussed and least understood aspects of public 

education. Furthermore, Bolton (2000) indicated that school finance experts concede 

there are no easy solutions to solving school finance problems, in as much as values often 

are in conflict, conditions vary widely from place to place, and knowledge of the link 

between financial resources and leaming is incomplete. Based on the literature review 

conducted for this project, these researchers' contentions of a general lack of knowledge 

in the area of public school finance are confirmed. 

This general lack of knowledge regarding the complexity of public school finance 

and the links between resources and results in the public school finance area compounds 

the pain of public school districts that circle the drain of financial exigency, hi this 

regard, Cavanagh (2002) contended that due to this lack of knowledge, the process of 

cost-reduction in public schools can resemble local, state, and federal surgery with a 

blunt scalpel. The purpose of this sttidy was to fill the current knowledge gap in public 

school finance literature regarding financial exigency and cost-reduction methodologies. 

Four research questions were formulated to ascertain this knowledge: 
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1. How do school districts in declared states of financial exigency reduce 

expenditures? 

2. What patterns emerge from how financially exigent school districts reduce 

expenditures? 

3. Are the pattems that emerge from how financially exigent school districts reduce 

expenditures related to certain school district characteristics? 

4. What pattems emerge as circling-the-drain factors, which cause school districts to 

become financially exigent in the first place and subsequently reduce 

expenditures? 

The literature review of Chapter II presented information that suggested that 

school districts in declared states of financial exigency could reallocate resources through 

site-based decision making as part of an overall school reform initiative. Additionally, 

the review of literature suggested that school districts should improve efficiency as a 

means of dealing with cost of education increases. To ascertain the relevance and 

practicality of these conclusions, a content analysis of cost-reduction documents from 24 

financially exigent school districts in the state of Texas was conducted. The purpose of 

this study was to provide empirical data in regard to the methodologies employed by 

financially exigent school districts to reduce their expenditures. 

Further, by ascertaining how school districts that were in declared states of 

financial exigency reduced expenditures, the second research question led this study to 

examine pattems that emerged from the methodologies used by the 24 sample districts to 

reduce expenditures. A database was created to record and analyze the content of the data 

138 



obtained from how financially exigent school districts cut their budgets, and the data 

were further analyzed to determine whether patterns emerged from the data related to 

how the districts reduced their expenditures and thereby thwarted financial exigency. 

Next, the study attempted to ascertain if the pattems that emerged from the data 

were related to certain school district characteristics. A content analysis of the cost-

reduction documents and information from the Texas Education Agency's School District 

Locator Database were used to identify five school district demographic characteristics: 

school disfrict size, property wealth per weighted average daily attendance, average per 

pupil expenditure, academic performance, and geographic locale. School district 

identities were kept anonymous. 

Finally, the study attempted to determine whether pattems emerged as circling-

the-drain factors, which cause school districts to become financially exigent and 

subsequently require them to reduce expenditures. A lack of equity and adequacy in 

public school finance was suggested in the literature review as a causal factor associated 

with financial strife in public schools. A content analysis of five circling-the-drain factors 

was conducted to determine whether pattems emerged, based on the data, which cause 

school districts to become financially exigent. 

Four research questions were formulated to provide and to organize knowledge in 

the area of financial exigency and public school district cost-reduction methodologies. 

Additionally, the research study attempted to identify causal factors of financial exigency 

in an attempt to formulate a conceptual framework for an early waming sign indicator of 

potential financial exigency. The purpose of the study was to reduce the current gap in 
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knowledge apparent in the literature and to provide practical, relevant research-based data 

on how school distticts in the state of Texas deal with financial exigency and circling-the-

drain factors by utilizing cost-reduction methodologies. 

Conclusions 

Hanushek and Rivkin's (1997) meta-analysis and related work by Steve Baumol 

(1967) argued that the two determinative variables in rising educational costs have been 

the declining pupil-staff ratio and the rising price of instmctional staff. Additionally, a 

portion of these increases stems from benefits extended to non instmctional school staff. 

The rapid rise in other instructional expenditures between 1960 and 1980 was consistent 

with a very substantial growth in school-level clerical and support staff (Hanushek & 

Rivkin, 1997). The findings from the study reported herein are congment with the 

findings of Hanushek and Rivkin as well as Baumol. 

Additionally, the findings of this content analysis extend and lend credence to 

research by Odden and Archibald (2000) associated with staff added to areas outside of 

the core curriculum and regular classroom. The number of specialist teachers in areas of 

art, music, and physical education has increased to enrich the school curriculum as well 

as to provide preparation time for teachers. Programs for special needs students-

compensatory education, bilingual education, special education, and the like were 

expanded. Schools also hired large numbers of instmctional aides for a variety of 

purposes (Odden & Archibald, 2000). The study extends the work of Karr and Sparkman 

(1998), which asserted that teacher salaries and benefits are issues of growing concem 
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among school districts, especially when many have had to raise local taxes to fund 

mandated increases associated with the state salary schedule. 

The content analysis of the sample districts' cost-reduction documents indicated 

that personnel cost-reductions were used by all 24 (100%) of the districts and were 

responsible for 743 personnel positions being eliminated. Personnel cost-reductions 

accounted for $24,046,668 of budget reductions for the 24 financially exigent school 

districts in the purposeful sample selected for this study. The four large school districts 

alone accounted for 495 personnel position reductions and $19,370,855 worth of the total 

monetary reduction. 

Another finding was that persormel costs reduced were strongly associated with 

reductions in certified teaching staff and noncertified ancillary staff. The content analysis 

of the sample districts' cost-reduction documents revealed that a reduction in certified 

teaching staff happened in 20 of the sample districts (83.33%). Additionally, 17 of the 

sample districts (70.83%) reduced noncertified persormel. Additionally, the data on 

program change indicated a pattem of reducing extracurricular programs in 12 of the 

districts (50%). Fine arts and athletics programs were reduced in 12 (50%)) of the sample 

districts that reduced extracurricular programs. The data on program change reductions 

also indicated a pattem of 16 of the districts (66.67%) reducing state and federal 

programs specifically by moving state and federal program dollars into teacher salaries to 

save local tax dollars. This process allowed the distticts to show a savings of budgetary 

dollars by using state compensatory and federal title funding. 
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Cavanagh (2002) contended that due to a lack of knowledge, the process of cost-

reduction can resemble local, state, and federal surgery with a blunt scalpel. Yet, in 

addition to personnel and program reductions, the content analysis revealed a pattem of 

independent methodologies selected by the sample districts, which emerged based on the 

data. Seventeen "other" areas of cost-reduction methodologies were discovered, with 

only five of those categories being used by more than one school district in the sample. 

This finding suggests that school distticts tailor their cost-reduction methodologies to 

their particular socioeconomic and pohtical climates. 

Scant attention was focused on revenue generation in the literature review. 

Addonizio (2000), for example, identified sources of private funds for public schools, 

including donations, booster clubs, enterprise activities, fee-based driver education and 

extracurricular activities, and the leasing of facilities. In the same vein, Bushweller 

(1999) discussed the possibility of imposing school tax impact fees on real estate 

developers. However, based on the data revealed from the content analysis, the 

financially exigent sample districts helped themselves by attempting to generate 

additional revenue without reliance on extemal foundations or legislation. The content 

analysis revealed that 24 of districts (66.7%) employed revenue generation to combat 

financial exigency. The majority of these revenue-generating measures came from 

increasing local property taxes. 

A plethora of data and analysis from the hterature review has focused on the 

financial and political issues of equity and adequacy in school finance; however, scant 

research was uncovered with an emphasis on practical applications and resources related 
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to cost-reduction, financial exigency and particulariy, waming signs of pending financial 

exigency. This content analysis broke new ground with research focused on waming 

signs of financial exigency. The data analyzed related to the five circling-the-drain 

(CTD) pattems of financial exigency revealed that all 24 (100%) of the sample districts 

experienced one or more of the CTD variables. 

A pattem emerged from the content analysis suggesting that 20 of the districts 

(83.33%) had both expenditures that exceeded revenue and declining fund balances. This 

was the most significant pattem revealed from the CTD analysis. Also 21 of the 

financially exigent school districts (87.5%) in the sample had current year budgets in 

which expenditures exceeded revenues. Additionally, the content analysis revealed that 

20 (83.33%)) of the sample districts experiencing financial exigency had fund balances 

that were decreasing. 

A significant CTD factor identified was decline in student enrollment. The 

content analysis revealed that 19 of the sample districts (79.17%) had experienced this 

CTD variable. The analysis of the data obtained from cost-reduction documents of the 

sample districts also revealed a CTD factor of error present in 14 of the financially 

exigent school districts (58.33%). Furthermore, the CTD factor of error occurred in 17 of 

the small districts (70.83%) in the sample. 

Based on the content of the data analyzed in the cost-reduction documents 

submitted to the Texas Education Agency by the 24 financially exigent school districts, 

several conclusions can be made. First, school districts in the state of Texas that 

experience financial exigency reduce expenditures and attempt to generate revenue to 
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remedy fiscal sfrife. The main method school districts employed in declared states of 

financial exigency to reduce expenditures were reductions in personnel. The main 

method used by school districts in declared states of financial exigency to generate 

revenue was raising local property taxes. Both of these conclusions confirm what 

logically most knowledgeable experts and practitioners assumed to be correct. 

Conclusions can be made based on the pattems that emerged from the data on 

how financially exigent school districts cut their budgets. Primarily, school districts in 

financial exigency reduced staff through the pattems of attrhion, reduction in certified 

teaching staff, and reductions in noncertified staff. Financially exigent school districts 

also reduced their budgets by reducing programs such as extracurricular programs, 

curriculum programs, and by moving state and federal program dollars around to save 

local taxpayer dollars where possible. The magnitude of these cost saving maneuvers, 

such as shifting state and federal entitlement dollars to fund teacher salaries, is difficult to 

ascertain; however, it is of paramount importance to note that grants from state and other 

entities are not constant streams of income for local school districts. These fiinding 

sources fluctuate from year to year depending on the number of students in the district 

who qualify as well as the criteria determined by state and local governments. Thus, it 

can be concluded that while budgetary maneuvering of this sort can help offset current 

year deficits, it should not be constmed as correcting the root cause of the financial 

exigency. 

Another conclusion to be drawn from the content analyzed in the cost-reduction 

documents examined from the 24 financially exigent school districts is the pattem of 
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other cost-reduction methods. The conclusion to be drawn is that each individual district 

tends to pattem their cost-reduction plans based on unique, local needs. Districts 

experiencing financial exigency may choose to reduce certain programs instead of others 

due to local needs and or concerns. This factor was not analyzed due to the wide 

variance between local school districts in terms of needs, wants, taxpayer wants, and 

community values; however, the pattem of other reduction methods was apparent in the 

content analysis of the sample districts. This variable allowed partial understanding of 

the individual determination of priorities that local districts used in making decisions 

regarding areas to reduce expenditures. 

Additional conclusions based on the data that emerged can be determined in 

relation to financial exigency and school district characteristics. Small school districts 

tended to be more vulnerable to financial exigency; furthermore, small school districts 

tended to raise local property tax rates to generate revenue more often than large or mid

size school districts experiencing financial exigency. Part of the reasoning for these 

conclusions based on the data is due to the wide array of fluctuations in school disttict 

enrollment pattems and property value fluctuations. Obviously, a district with a small 

sttident enrollment stands a greater risk of fiscal exigency if the local property values 

drop and simultaneously the disttict loses five students for circumstances beyond the 

district's control. Both of these factors could cause an immediate negative budgetary 

impact and move the district toward circling-the-drain of financial exigency. 

Therefore, based on the data presented, it can be concluded that financially 

exigent school districts with less than $305,000 per weighted average daily attendance 
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and small school enrollments are most likely to experience financial exigency. 

Additionally, one pattem that did not materialize based on the content of the data 

analyzed in the cost-reduction documents was that of geographic location being a school 

district characteristic related to financial exigency. This conclusion was made based on 

the wide variance in school district locations and the lack of congmency in terms of a 

large number of school districts being from the same education service center region. 

The final and most important conclusion is that a circling-the-drain framework 

theory of financial exigency waming indicators can be formulated based upon the data 

obtained in this study. The CTD theory relates to the presence of expenditures exceeding 

revenues and declining fund balances in school districts' annual financial audits as early 

waming signs of pending financial exigency. Specifically, if these phenomena are 

noticed in school district financial reports, they should be given the utmost attention of 

the superintendent and board of tmstees. 

Policy Implications and Recommendations 

According to Rossmiller (1987), simply teaching prospective administrators the 

mdiments of budgeting and accounting will not prepare them adequately to provide the 

leadership need to make their schools effective. They will require skill in such finance-

related areas as cost-benefit and cost-effectiveness analysis as well as skill in managing 

both human and material resources (Rossmiller, 1987, p. 577). Based on the factors and 

pattems revealed in this study, Rossmiller is correct. 
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With the emphasis being placed on practical, real-world application of theoretical 

ideals in instructional leadership, administrators are often unable to see the financial 

forest for the trees. To remedy this situation, policy needs to be aligned with practice in 

educational leadership programs throughout Texas to prepare fiiture administrators to 

identify areas of financial exigency. The findings of this study should serve as the 

foundation for this knowledge based school finance application. This will give public 

school leaders the research-based data needed to lead a school board to make the tough 

decisions to thwart financial exigency: reduce staff, stop over-spending, and possibly 

raise local property taxes. They should also seek additional funds from state, federal, and 

private agencies. 

In addition, based on the data obtained via this study, general methods of cost-

reduction and the appropriateness of their use should be communicated to future leaders 

of our schools. Albanese (2002) also noted that in Texas, about 100 school districts are 

circling-the-drain, and there are many other districts facing financial exigency and a lack 

of adequate funding. The circling-the-drain theory of financial exigency as well as the 

data obtained from the content analysis of cost-reduction methodologies employed by the 

24 sample districts in this study should serve as points of reference for future educators. 

Additionally, it is recommended that this study become a longitudinal research project to 

identify how successful these 24 school districts were in remedying their financial 

exigency. Another recommended study would be to analyze the school districts' student 

academic performance in the years following the financial exigency and determine if the 

cost-reduction methodologies affected student performance. Additionally, it would be of 
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interest to determine if these districts continued to experience the CTD factors, or if the 

cost-reduction methodologies remedied the CTD factors, and if so, were there particular 

sfrategies employed that had an effect on certain CTD factors. Finally, the study reported 

herein should be replicated using different sample school districts. This study should also 

be replicated in other states (for instance, in Florida, where the county would be the unit 

of analysis in as much as independent school districts do not exist). Also, follow-up 

studies should examine school districts that have gotten out of financial exigency and 

those that have consolidated with financial problems with financial problems being the 

stimulus for consolidation. 

Additional areas of research opened by the data in this study are recommended in 

the area of instmctional leadership. First, an interesting study would be to determine how 

many of the superintendents from these sample districts are still employed by the district 

one year after the financial exigency. It is also recommended that an examination be 

conducted into how many board members were not reelected in the years following the 

financial exigency and subsequent cost-reductions. Another recommended research 

project would be to expand on this study by examining the effects of financial exigency 

and cost-reduction methodologies on teacher morale, administrator morale, rates of 

absenteeism, and the attitudes toward the school of citizens and students. 

Further compounding this problem is that almost invariably, decreases in school 

funding stem from extemal factors, which the local school district cannot control (Work, 

2002). Thus, based on the data that emerged from this research study, it is recommended 

that TEA examine the policy of paying school distticts on last year's enrollment and 
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property value data. This practice jeopardized the financial well-being of districts in the 

form of the CTD error. Practical school finance is not practical at all when the framework 

factors for developing a budget are out of your control. By standardizing the financial 

payments to a specific determinate, school distticts would no longer be in the poshion of 

budgeting millions of dollars on a hypothesis of future enrollment, future property values, 

and tax-caps. 

The Texas Constitution, Article 7, Section 1 states: A general diffusion of 

knowledge being essential to the preservation of the liberties and rights of the people, it 

shall be the duty of the Legislature of the State to establish and make suitable provision 

for the support and maintenance of an efficient system of public free schools. This 

seemingly benign articulation of the intent of the State of Texas to fund public education 

has led to a legacy of equity lawsuits, political acrimony, adequacy issues, and more 

recently, financial instability for a number of Independent School Districts in the Texas. 

The myriad of problems associated with funding public education comes as no surprise 

when one considers that, in general, public school finance is one of the most discussed 

and least understood aspects of public education (Odden & Picus, 1992). This inherent 

lack of understanding resuhs from a lack of cognizant recognhion that philosophies of 

education, organizational stmcture, and methods for financing public schools, are usually 

the products of muhiple years of evolutionary change and development (Walker & 

Casey, 1996). Compounding this enigma wrapped inside a school funding equation is the 

fact that public school finance deals with two tangible elements, which generally ignite 

the human psyche: children and money. 
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Unfortunately, the issue of how to best fund public schools often times becomes 

mired in a political quagmire caused by the fact that children and taxes are both involved. 

These issues become further muddled due to the intricacies, equations, and algorithms of 

state education funding formulas. All of these causal factors contribute to what Albanese 

(2002) noted that in Texas, about 100 school districts are circling-the-drain, and there are 

many other districts facing financial exigency and a lack of adequate funding. Based on 

the data gamered from this study, cost-reduction methodologies are the only way to plug 

the drain and keep school districts in Texas fiscally afloat. 

Despite the overly politicized public school finance debate, it is of paramount 

importance that the collective community of Texas and the Unhed State of America 

never lose sight of the real goal of public education: to better the lives and futures of our 

young people. As Mike Moses, current superintendent of Dallas ISD and former 

commissioner of education has postulated, "If we don't do something to make sure these 

kids are successful, are we really going to allow ourselves to become a state of low-

skilled, low-wage workers? (Hart, 2004, p. 88). This question is fiindamental to solving 

the public school fimding quagmire. The old adage of "pay now or pay later" sums up 

the entire discourse of school finance in five words. Essentially, it is not relevant to ask 

can we afford it, the real question is can we afford the altemative. If the ahemative is 

less than adequate fiinding, this body of research will lend assistance to the educational 

community as a blueprint for reducing expenditures to thwart financial exigency. 
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