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School Finance in the 1990s 

Changes in the school finance menu for the 1990s require 
that we dramatically transform traditional notions of equity 
in school finance, Mr. Odden warns. 

BY ALLAN ODDEN 

AFTER TAK.ING a back seat 
to education reform pro
grams during the 1980s, 
school finance is again in 
the forefront. With the re

cent sweeping state supreme court deci
sions overturning school finance struc
tures in Kentucky, New Jersey, and Tex
as and with active or planned cases in 23 
additional states, education finance liti
gation, fiscal inequities, and school fi
nance reform have rebounded to high 

Illustration by Jim Hummel 

places on state education policy agendas. 
In this article I discuss the changing 

contours of school finance through the 
1970s and 1980s and outline the key is
sues in school finance for the 1990s, in
cluding: 

• the linkage between the basic struc
ture of school finance and the state ( or 
national) goals for education, 

• site-based management and site
based budgeting, 

• teacher compensation, 

• accountability systems linked to stu
dent performance, 

• public school choice, and 
• such nontraditional issues as pre

school education, extended-day kinder
garten programs, and noneducational 
children's services. 

SCHOOL FINANCE IN THE 1970s 

Inequities in school finance derive 
from the way states finance public ele
mentary and secondary schools. A heavy 
reliance on local property taxes as a ma
jor source of school revenues produces 
fiscal inequities because the property 
tax base is not distributed equally across 
school districts. As a result, property
poor districts usually have low expendi
tures per pupil, even with high tax rates, 
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while property-rich districts usually have 
high expenditures per pupil, even with 
low tax rates. 

Using both the equal protection clause 
of the 14th Amendment to the U.S. Con
stitution and the education clauses of state 
constitutions, proponents of school fi
nance reform filed court cases in several 
states arguing that it is unconstitutional 
for local property wealth to be linked 
with revenues per pupil. These suits ac
cepted district revenues per pupil as a 
proxy for the quality of education. In 
about a third of the cases filed between 

remedy is to mandate equal spending 
across all school districts. 

Lack of clarity over the nature of the 
problem has plagued school finance for 
decades. State policy makers need to de
cide whether their definition of the school 
finance problem is unequal ability to raise 
local revenue or unequal expenditures per 
pupil. The strongest school finance trend 
during the 1970s was the change in 
sources of school revenues. Local reve
nues dropped from over 50 % of total 
revenues in 1970 to 43% in 1980, while 
state revenues rose from about 40 % to 

State policy makers need to decide whether their 

definition of the school finance problem is unequal 

ability to raise revenue or unequal expenditures. 

1971 and 1985, state courts overturned 
school finance systems that created in
equitable spending; in the other cases, 
state courts found that school finance sys
tems that created similar fiscal dispari
ties did not violate constitutional require
ments. 

Although they riveted attention on the 
fiscal inequities that derived from un
equal property tax bases, school finance 
court cases and subsequent school finance 
policy reforms left a major policy ques
tion unresolved. If the policy issue is var
iation in the tax base - i.e., variation 
in ability to raise revenues - then the 
remedy is to enact a "guaranteed tax base" 
program in which all districts are guar
anteed a minimum tax base by the state. 
Such programs allow spending differences 
if related to higher tax rates but not if 
related to local property wealth. If the 
school finance problem is defined as dif
ferences in spending per pupil, then the 
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4 7 % . The expanded state role is not sur
prising, since only the state can equalize 
local tax bases or school spending across 
districts. 

SCHOOL FINANCE IN THE 1980s 

Despite the ferment in school finance 
reform that began in the 1970s, school 
finance did not change structurally dur
ing the 1980s, particularly with respect 
to sources of revenue and the typical fis
cal inequities. Differences across the 
country in expenditures per pupil did not 
change much from the mid-1970s to the 
mid-1980s. 

On the other hand, one of the surprises 
of the 1980s was the resurgence of -
and the new directions taken by - school 
finance litigation, including sweeping 
state supreme court decisions in Arkan
sas, Kentucky, Montana, New Jersey, 
and Texas that declared school finance 
systems unconstitutional. Interestingly, 
courts were not averse to rendering "sec
ond decisions." The New Jersey and Tex
as decisions of the 1980s followed simi
lar court decisions of the 1970s in those 
states. The Texas case in the late 1980s 
was noteworthy in two ways. First, it was 
the earlier Texas case - Rodriguez -
that reached the U.S. Supreme Court and 

led to the ruling that the federal courts 
could not serve as a route for challeng
ing school finance inequities. Second, 
several new, conservative justices had 
been elected to the supreme court in Tex
as prior to its 1989 ruling. Yet the court 
surprised the state - and the country -
by unanimously finding the Texas school 
finance structure unconstitutional. More
over, about 18 months later the court 
again unanimously overturned the reform 
enacted by the Texas legislature in 
mid-1990. 

FOCUS ON SPENDING DISPARITIES 

These new legal decisions suggest that 
school finance litigation is beginning to 
focus on spending differences per se, 
rather than on the relationship between 
spending and wealth. The Texas decision 
revolved around differences in spending 
between the bottom 50 and the top 50 dis
tricts in the state. The Kentucky court re
quired a much higher per-pupil spending 
base across all districts. And the New 
Jersey decision required that spending in 
the bottom districts be equal to that in the 
top districts. It appears that the balance 
is tipping toward a requirement for equal 
expenditures per pupil (with adjustments 
for higher pupil need) and away from re
quiring equal access to local property tax 
bases. In both the Kentucky and Texas 
cases, the vast majority of districts spent 
close to the state average, and still the fi
nance systems were overturned. 

FOCUS ON CITIES 

The New Jersey case raised an intrigu
ing new issue. The court focused its de
cision on the poorest 28 districts, which 
were primarily big-city school districts, 
and it found the system unconstitutional 
only for those districts. A political read
ing of the New Jersey decision - and of 
the legislative response - suggests sub
stantial movement toward equal spend
ing for all districts, with specific atten
tion to the special needs of urban dis
tricts. 

CHANGE THE ENTIRE SYSTEM 

In Kentucky the court went far beyond 
a ruling on the school finance system. By 
holding the entire education system un
constitutional, the Kentucky court may 
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have set a precedent for the direction of 
school finance litigation - as well as edu
cation policy - during the 1990s. The 
court essentially ruled that disparities in 
local tax bases and dollar inputs were 
only part of the problem. The court re
quired the state to redesign the entire edu
cation system - structure, governance, 
programs, and finance. 

NATIONAL EDUCATION GOALS 

The emergence of bold new national 
goals for education has begun to focus the 
education system on outcomes, on what 
students know and can do. School poli
cy making is concerned with the pro
grams and strategies required to accom
plish the national education goals, the 
costs of such programs and strategies, 
and the school finance structures required 
to fund and implement these programs 
and strategies. School finance policy in 
the 1990s will have to address directly 
issues related to student outcomes and 
educational productivity. 

In fact, the new equity issues of the 
1990s are likely to be disparities in stu
dent outcomes. To help the policy com
munity deal with this equity issue, edu
cation policy analysts will need to find 
ways to restructure the education pro
grams, the uses of fiscal resources, and 
the level of funding to produce less dis
parity in the level of what students know 
and are able to do. The issue may be Jess 
the variation in dollars per student and 
more the degree to which those dollars 
help districts and states meet new and am
bitious national and state education goals. 

SCHOOL FINANCE IN THE 1990s 

History shows that, nationally, educa
tion has always received large increases 
in real resources over the decades. Look
ing back over the past several decades, 
inflation-adjusted education dollars per 
pupil increased 30% during the 1980s, 
35% during the 1970s, and 67% during 
the 1960s. Assuming that historical pat
terns continue, a likely fiscal scenario for 
the 1990s is that funding will rise by at 
least a third in real terms. If funding rises 
by a third during this decade, education 
leaders need to decide now how to use 
these new funds productively. Thus the 
imperative for education in the 1990s is 
to craft a bold new vision for education 

and to allocate new dollars toward strate
gies that show high promise for imple
menting that vision. 

LINKING FINANCE TO GOALS 

The first step for school finance in 
the 1990s will be to link the school fi
nance structure to substantive education
al objectives, specifically to programs 
needed to accomplish national or state 
goals for student performance. While 
state goals may ultimately differ from 
national goals, all states are moving to
ward increasing the high school gradua
tion rate to at least 90%; having all stu
dents demonstrate competency in chal
lenging subject matter in reading, writ
ing, science, mathematics, and history; 
and improving student performance dra
matically in mathematics and science. 

If these goals are taken seriously, states 
will need to provide a funding base that 
will allow all local school districts to meet 
them. Since these goals include teaching 
all students how to think, solve problems, 
and communicate at levels much higher 
than most districts accomplish today, the 
cost of the basic program is likely to 
be high. This education agenda is more 
grandiose than most of those that have 
been tried previously. 

Determining the actual dollar level of 
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this base program is technically complex. 
To determine the price tag, programs and 
strategies will need to be specified in 
detail. Specific curricular changes have 
been described for mathematics, science, 
social studies, and language arts. Ele
mentary programs that show great prom
ise include Robert Slavin's Success for 
All, Henry Levin's accelerated schools, 
and James Comer's School Development 
Program schools. Middle school reforms 
have been proposed, and a variety of 
programs exist to reform high schools, 
including the Coalition of Essential 
Schools, the National Education Associ
ation's mastery learning schools, and the 
American Federation of Teachers' char
ter schools. While the effectiveness of 
these models has not yet been fully docu
mented, research on most of them is cur
rently under way. The costs of imple
menting these new initiatives can be sub
stantial. Nevertheless, these programs 
represent the types of detailed schemes 
that can help students accomplish the am
bitious new performance goals. The base 
financial program needs to fully fund 
such new elementary, middle, and high 
school programs. 

In short, designing school finance for
mulas in the 1990s will entail a close 
working relationship between program 
analysts and finance analysts, with pro-
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"Being sent to the principal was a lot less complicated when his office was 
still in the building." 
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gram analysts identifying the strategies 
that work to produce high levels of stu
dent achievement and finance analysts de
termining the dollar level for the state's 
base funding program. The new system, 
then, would link the education and fiscal 
systems. It would be driven by education 
goals and student achievement, with a fi
nance structure designed to pay for the 
programs and strategies required to meet 
the goals. 1 

SITE-BASED MANAGEMENT 

The second component of the new 
school finance of the 1990s derives from 
movements toward site-based manage
ment. Nearly all proposals for imple
menting the strategies required to meet 
our ambitious national goals for educa
tion recommend increased autonomy for 
schools - the service-providing units 
of the education system. While outcome 
goals are set at the top of the system -
at the national, state, and district levels 
- schools need to be given responsibili
ty for accomplishing these goals. 

Taking a strategy of decentralization 
seriously in fiscal terms requires site
based budgeting, which allocates substan
tial portions of school district revenues 
in a lump sum to schools and allows the 
professionals at the school to make deci
sions about how to use those funds. State 
policy could take the lead in developing 
approaches that foster site-based budget
ing by stipulating that a fixed percentage 
of base funding be allocated directly to 
schools as a lump sum or by requiring 
districts to allocate a fixed percentage -
perhaps all - of instructional expendi
tures to schools. In other words, states 
could become aggressive players in stim
ulating serious site-based management 
by "forcing" dollars to flow directly to 
schools. New research shows that, con
trary to past site-based management in
itiatives, d.istrict- and state-level ap
proaches to site-based management in 
the 1990s will entail considerable devo
lution of fiscal decision making to the 
schools. 2 

Along with the issue of the cost-effec
tiveness of decentralized site-based budg
eting, devolution of authority to school 
sites raises the governance issue of the 
role of school boards. School boards and 
district offices will lose power in site
based management. In the 1980s local 

458 PHI DELTA KAPPAN 

school boards were not centrally involved 
in designing the spate of education reform 
programs. Proposals to encourage teach
er professionalism - suggesting that 
teachers should be in charge of schools 
- ran counter to the tradition of lay con-

States could become 

aggressive players in 

stimulating serious site-

based management by 

"forcing" dollars to 

flow directly to schools. 

trol of American schools. The point is 
simply that school-based management, 
including school-based, lump-sum budg
eting, may not be just another aspect of 
the new school finance of the 1990s. If 
taken seriously, school-based manage
ment raises issues related to traditional 
control of schools. 

TEACHER COMPENSATION 

Teacher compensation is likely to be 
a third major component of the new 
school finance structure of the 1990s. 
Teacher pay was the focus of several edu
cation policy initiatives in the 1980s, in
cluding programs designed to increase 
beginning salaries and career ladder pro
grams designed to provide a promotion
al structure within teaching. Teacher com
pensation is the largest component of 
school district budgets, and the empha
sis on how to pay teachers to improve 
educational productivity is likely to con
tinue. 

A comprehensive approach to teacher 
compensation entails addressing the fol
lowing six issues: 

• recruitment into the profession, in
cluding recruitment into preservice train
ing through fellowship or loan programs; 

• beginning salaries, especially the es-

tablishment of a benchmark for beginning 
teacher salaries, such as the average be
ginning salary for all college graduates; 

• base pay, including whether to pay 
for the job and provide annual increments 
for education and training or to link pay 
increments to teachers' knowledge and 
skills; 

• pay for performance that avoids the 
flaws of incentive and merit pay pro
grams of the past, which focused on in
dividuals, and that draws on successful 
practices from the private sector that re
ward all individuals in service units and 
that foster teamwork and collegiality; 

• benefits, including switching from a 
fixed schedule of benefits to a flexible 
one; and 

• pensions, including the replacement 
of today's defined benefit programs with 
defined contributions programs that are 
fairer and less costly and still provide 
higher pensions. 

Sharon Conley and I have proposed a 
new teacher compensation structure that 
is derived from a review of research on 
compensation strategies that work in the 
private sector ( especially in organizations 
devoted to knowledge production) and 
from research on what has and has not 
worked in education.3 We show how a 
redesigned system of teacher compensa
tion could undergird an education system 
that is goal-oriented; that produces high 
levels of student achievement in higher
level thinking; that fosters teacher in
volvement in professional decision mak
ing; that spurs development of norms of 
collegiality and continuous improvement; 
that stimulates the ongoing development 
of teachers' professional knowledge and 
skills; that improves teachers' total com
pensation, including paying more to the 
most skilled and effective teachers; and 
that enhances the ability of education to 
recruit and retain larger numbers of able 
individuals in teaching. 

ACCOUNTABILITY 

The fourth component of the new 
school finance of the 1990s is a sharp
edged accountability system, with real in
centives and sanctions driven by school 
outcomes. The general idea is to reward 
schools that succeed in accomplishing 
their educational objectives and to sanc
tion schools that consistently do not. 

While many aspects of designing a 
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comprehensive accountability system 
need to be addressed, one issue specifi
cally related to school finance is wheth
er the system should focus on dollar in
puts, the common practice in the past, or 
provide dollar incentives for producing 
student outcomes, a practice that states 
are increasingly adopting. Indeed, near
ly all new incentive programs are out
comes-based and focus on the school -
not on the individual teacher. Thus they 
avoid the pitfalls of merit pay or other 
plans that seek to reward individual per
formance. School-based incentive plans 
foster cooperation and collegiality among 
staff members to accomplish schoolwide 
student performance objectives. School
based performance incentives could also 
become important elements of a dramat
ically revised teacher compensation struc
ture. While there are numerous design 
issues to be resolved in creating equi
table and effective school-based perform
ance incentives, such programs are be
ing steadily enacted by state legislatures. 4 

Most traditional school finance struc
tures focus on accountability for dollars 
and processes. Furthermore, many states 
either require that a minimum percent
age of the general fund must be spent on 
instruction or stipulate the maximum per
centage that can be spent on adminis
tration. Few of these requirements have 
"real teeth," and none are related to out
comes. More recent proposals have sug
gested what the National Governors' As
sociation has characterized as "horse trad
ing": schools will be given greater flexi
bility in spending funds if they accom
plish certain outcomes. 
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'1t's a note from my parents, my 
former parents, my step-grandmother, 
and my dad's live-in. " 

A full-fledged accountability system 
not only distributes rewards for accom
plishing goals but also imposes sanctions 
for not doing so. States have begun to 
implement several versions of sanctions, 
but these rarely have a financial dimen
sion. It would be shortsighted to remove 
dollars from schools and districts not 
achieving student outcomes, but it would 
be equally shortsighted to do nothing. 
Sanctions currently used entail a phased
in takeover of consistently underperform-

governors of both parties. One issue re
lated to school choice is the connection 
of choice to site-based management and 
teachers' professional control of schools. 
Many proponents of choice argue that, 
if wide discretion in the choice of strate
gies to accomplish student performance 
goals is given to teachers and building
level administrators, then parents need to 
be able to select schools that best suit 
their own educational philosophies or the 
learning styles of their children. What-

The most problematic aspect of the financing of 

public school choice programs concerns decisions 

by districts to spend above the base funding level. 

ing schools ( or school districts). The first 
step is usually to provide technical as
sistance for planning, staff development, 
curriculum change, and so on. In sever
al states, the final step can be a complete 
state takeover of a district, as happened 
when New Jersey assumed control of the 
schools in Jersey City. In Kentucky, end
of-the-process sanctions for schools that 
consistently fail to perform include teach
er dismissal, loss of tenure, and even loss 
of a teaching (and perhaps an adminis
trative) credential. 

There is no lack of controversy sur
rounding these new directions in edu
cational accountability. Nevertheless, the 
rewards in the form of school-based fis
cal incentives and regulatory flexibility, 
and the sanctions, in the form ofphased
in takeovers or staff dismissals, seem 
likely to remain part of the school finance 
and education policy agendas for the 
1990s. 

CHOICE 

A fifth component of the new school 
finance of the 1990s is likely to be school 
choice, mainly restricted to public school 
choice. Originally rejected during the 
1970s, when it was proposed in the form 
of vouchers or tuition tax credits, the 
idea of choice emerged in the late 1980s 
as a new education reform, supported by 

ever one's views on school choice, the is
sue could well be linked to other key di
mensions of school finance in the 1990s. 

Several aspects of school finance are 
involved in public school choice pro
grams. While "only state aid" followed 
students to their chosen schools in the 
earliest public school choice programs, 
states have recently begun to count each 
transferring child as a student in the cho
sen district for the purposes of calculat
ing state general and categorical aid. The 
effect of this stipulation is that the total 
base funding is shifted from the resident 
district to the attending district. This is 
probably the most equitable and simplest 
way to structure revenue shifts for stu
dents who move out of their district of 
residence in a public school choice pro
gram. 

The most problematic aspect of the fi
nancing of public school choice programs, 
however, concerns decisions by individu
al districts to spend above the base fund
ing level. Parents of students who do not 
live within the district attended cannot 
vote for or against rate increases in lo
cal property taxes, nor do they pay more 
taxes if a rate increase passes. This is a 
problem caused by a district-based fund
ing structure, which has become overlaid 
with a school-based attendance structure. 
To remedy this structural bind, districts 
should be prohibited from spending above 
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the base, and individual schools should 
be given a fiscal option to elect to spend 
above the base. 5 

An additional financial dimension of 
school choice programs involves the cost 
and availability of transportation. Mean
ingful access to school choice requires 
that transportation to the school of choice 
be available. Most within-district choice 
programs include transportation, but many 
cross-district choice programs do not. 
While having the state provide transpor
tation to all schools would be prohibitive-
1 y expensive and a logistical challenge, 
we will need to come up with innovative 
local transportation options if school 
choice is to be a real option for average-

dergarten program perform better in ba
sic skills in the early elementary grades 
than those who do not. Both expanded 
early childhood education and extended
day kindergarten give students from low
income backgrounds a substantial boost 
in learning basic skills in the early ele
mentary grades. 

Child care for working parents. As 
women enter the full-time workforce in 
increasing numbers, the need for before
and after-school child care grows. While 
research on the effects of variations in 
level and quality of child care on edu
cational achievement is scanty, the fact 
remains that growing numbers of chil
dren are not under the supervision of an 

Integrating social and educational services at 

the school site is very likely to add a new 

dimension to school finance during the 1990s. 

income and below-average-income fam
ilies. And these options will add to the 
cost of public school choice. 

COMPLEMENTARY STRATEGIES 

The sixth component of school finance 
in the 1990s concerns financing several 
nonschool programs ( or nontraditional 
school programs). These programs large
ly relate to the goal of having all students 
come to school ready to learn. 

Preschool. Nearly all studies show that 
early childhood education programs for 
poor children yield better student per
formance in the basic skills in elemen
tary through high school, lower failure 
rates and less below-grade-level perform
ance at all grade levels, fewer discipline 
problems, and improved high school 
graduation rates. Early childhood educa
tion programs can provide long-term re
turns of $4 for every $1 invested. 

&tended-day kindergarten. Kindergar
ten was a full-day program until World 
War II, when teacher shortages cut it to 
half a day. Syntheses of research sug
gest that students from low-income back
grounds who take part in a full-day kin-
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adult each afternoon when school ends. 
Whether from public or private sources, 
child-care services will consume expand
ing percentages of the nation's personal 
income in the future, unless the work be
havior of women and men changes dra
matically. 

Integrated services for children. A 
child's ability to experience success in 
school depends to a substantial degree 
on such nonschool conditions as health, 
mental health, the home environment, 
and so on. Furthermore, students deemed 
"at risk" are usually at risk on several 
dimensions. Yet a growing body of re
search shows that the ways of delivering 
noneducational services to children -
health, family, psychological, and so on 
- are fragmented and increasingly in
effective. 

The integration of the services provid
ed to children is a policy proposal that 
is being recommended across the coun
try, so that all ( or at least many) nonedu
cational services can be provided at one 
location. The school is a prime candidate 
because nearly all children spend large 
portions of each day at a school. Inte
grating social and educational services 

at the school site is very likely to add 
a new dimension to school finance dur
ing the 1990s. The key issue is how to 
create such a program without further 
burdening schools financially. The poli
cy trick will be to direct the flow of 
resources for children's noneducational 
services to some central locality, such as 
the school. 6 

Poverty and health programs. The per
sistent link between low student perform
ance and poverty suggests that reducing 
children's poverty, a laudable objective 
in itself, will help accomplish the nation's 
and each state's education goals during 
the 1990s. Reducing poverty and expand
ing health and nutrition programs will 
help schools to accomplish their tasks 
once children begin formal schooling. 

COMPLEMENTARY ROLES FOR POLICY 

In addition to the specific policies out
lined above, there are several smaller but 
nevertheless important and complemen
tary state policies that are needed to ac
complish the education goals of the 1990s 
and to make systemic reform possible. 
Moreover, each of these complementary 
policies has financial dimensions. 

Curriculum standards and staff de
velopment. The first complementary poli
cy is the development of ambitious state 
curriculum standards. These standards 
not only outline the school curriculum but 
delineate learning outcomes for children. 
Several national professional organiza
tions have developed such new standards. 
The financial dimension of these new cur
riculum directions has to do with imple
mentation. Research suggests that teach
ers, schools, and districts are responding 
positively to these initiatives, but a think
ing-oriented curriculum requires substan
tial change in classroom practice that will 
take years to accomplish. A critical in
gredient to successful implementation over 
time will be consistent and high-quality 
staff development. States need to consider 
seriously the need to develop and fund 
effective staff development programs. 

While states could create a series of 
categorical staff development programs 
and while some programs can be power
ful agents in stimulating bottom-up pro
fessional networks, a more straightfor
ward approach might be to use the state's 
general aid formula and simply stipulate 
that 1 % must be spent on staff develop-
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ment. While there could be disagree
ments about whether the funds should be 
retained at the district or lump-sum budg
eted to the school site, such a require
ment could permanently build staff de
velopment into the ongoing activities of 
districts and schools. Furthermore, these 
small sums could support the most criti
cal programs for pushing classroom prac
tice toward a thinking-oriented curricu
lum. 

Student assessment. The states must 
develop new and comprehensive student
assessment structures that avoid the em
phasis on basic skills and fragmented test
ing. These new assessments need to be 
based on student performance, calibrat
ed to world-class standards, and capable 
of providing results for individual stu
dents. While the policy interest in per
formance testing of all students is high, 
such new approaches will require sub
stantial funding. 

Instructional materials development. 
Developing new instructional materials, 
including microchip-based technologies, 
which are essential for increasing educa
tional productivity and student achieve
ment during the 1990s, is another area 
critical to improving students' thinking 
skills and to meeting national and state 
education goals. At one level this strate
gy entails using funds to purchase exist
ing materials wisely. At another level, it 
means exerting pressure to see that bet
ter materials are created. If states con
tinue to adopt bold new curriculum 
frameworks and to pressure publishers to 
revise their materials to reflect new em
phases on thinking and problem solving 
for all children, then commercially avail
able instructional materials should im
prove incrementally over time. In either 
case, the development of better instruc
tional materials will be an important fo
cus of state policy for the 1990s. 

Front-loaded, site-based improvement 
grants. Very few schools have substan
tial amounts of discretionary funding. 
Even though site-based budgeting might 
provide more, states could "front-load" 
the process by creating a site-based im
provement program so that each school 
could plan and implement an education
al improvement program. While phasing 
in a site-based management program over 
a period of several years, front-loaded 
dollars could help schools develop pro
grams to meet ambitious new state and 

national goals in a shorter time. More
over, if a state subsequently implement
ed lump-sum, site-based budgeting, the 
school improvement dollars could be 
"rolled into" the amount budgeted to each 
school. 

Controlled restructuring experiments. 
Implementing a thinking skills curricu
lum that actually teaches all students to 
think and solve problems might entail 
dramatic changes in the ways schools are 
organized, staffed, and managed. States 
could spur efforts to restructure schools 
by providing both development funds for 
schools to create and implement differ
ent kinds of restructured programs and 
assessment funds for analysts to docu
ment the process and measure the impact 
of different designs. The purpose of such 
an approach would be to gather informa
tion and to share knowledge about what 
works and what does not. 

States could easily set aside a "pot" 
of dollars - say, $30 for each child in 
the state. Then 10% of all schools could 
receive a total of $250 per student for 
development activities and $50 per stu
dent for formative assessment. Such a 
plan would cost relatively little, but it 
could be highly productive by conscious
ly stimulating local attempts to design 
new schools and to develop strategies that 
work in teaching thinking and problem 
solving to all students 

These changes in the school finance 
menu for the 1990s require that we dra
matically transform traditional notions of 
equity in school finance, expressed as 
dollar inputs at the district level. First, 
analyses of equity in school finance need 

to link indicators of school finance equi
ty to the ongoing development of edu
cational indicators generally. Second, 
frameworks for equity in school finance 
need to move beyond the use of expendi
tures and revenues as the only indicators 
of educational resources and look at the 
curriculum and instructional resources in
to which dollars are transformed. Third, 
data on school finance and on curriculum 
and instruction need to be developed at 
the school level, not solely at the district 
level (as is common practice today). Fi
nally, our goal should be to assess varia
tions in student achievement and to link 
those variations to differences in the level 
and use of both fiscal and programmatic 
resources. 
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