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erratic spending differences among schools undermine efforts to
hold all schools to the same standards.

In recent years we have also seen efforts to encourage new
options for schooling—another effort that requires spending
data at the level of the school. For new schooling options to be
workable, policymakers must have confidence that they receive
the same funds as are spent on existing public schools. Similarly,
there is no way for policymakers to assess the cost-effectiveness
of new schooling models without accurate cost estimates. And
on a practical level, districts with school choice will need some
mechanism by which public funds can be transferred as stu-
dents transfer from one school to the next in a district.

Simply layering on new funds will most likely reinforce the
existing spending patterns among schools. A recent adequacy
calculation from Illinois suggests that the state should be spend-
ing $2.2 billion more, amounting to just over a thousand dollar
increase in spending per pupil. Despite its funding challenges,
the Chicago Public Schools already spends more than that on
sixty-seven of its schools. New funds brought into the existing
resource allocation system will undoubtedly result in even more
dollars for these sixty-seven schools. What we can’t assume is
that new funds will lead to comparable boosts in spending at all
schools.

The Implications for the Adequacy Agenda

Nothing in the pleadings of pro-adequacy lawyers weakens the
forces that lavish some schools with resources and starve others.
Teachers will still prefer working in wealthier schools. The new-
est and least-qualified teachers will still be left in the toughest
schools, just as the students in those schools will be left with
them.

The real drivers of spending inequity are hidden, and the
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people who most benefit from them—middle-class parents in
nicer neighborhoods, as well as senior teachers and the union
that works in their interest—benefit from keeping them off the
table.

We know that more is already being spent on some schools
than the adequacy lawsuits claim is appropriate. As we have
shown, district decision making favors such schools because of
their stability, the quality of leadership and teaching staff they
can attract, and the activism of influential parents. What’s to
prevent such schools getting the lion’s share of additional funds
obtained through adequacy lawsuits? Nothing whatever. The
lawsuits leave the districts’ decision-making processes intact,
making it likely that new funds will follow the same patterns as
current funds do.

Districts and their lawyers who demand more money in the
name of disadvantaged students must show how they will
change their funds allocation methods so that money—what they
now get and what they hope to get in the future—will benefit the
disadvantaged children on whose behalf the lawsuits are
brought. The leaders of city school systems and their lawyers
must first acknowledge that practices that shortchange the poor-
est schools are wired into the system. And they need to make
sure the wiring is pulled out.

This requires real accounting for central office costs and the
transparent spending that is at least as high in poor neighbor-
hood schools as in wealthier ones. Plaintiffs and judges also need
to open their eyes to the realities that drive the distribution of
teachers, teacher quality, and salaries.

Teachers should get cash incentives to teach in challenging
schools, a no-no under most collective bargaining agreements.
Eliminating salary averaging—and instead giving schools real-
dollar budgets based on enrollment—would put a lot more
money in schools in impoverished neighborhoods, which they
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could use to offer higher salaries, reduce class size, or buy new
technology.

Especially in today’s policy environment, a clear case can be
made for gaining transparency in district spending. The good
news is that change is taking place in a few districts, so new
models do exist. New formulas and online tools are being de-
veloped to help districts take stock of their spending, which a
few districts are electing to do.! New accounting methods help
districts adapt their old systems with minimal changes to yield
accurate spending data by school (Miller, Roza, and Schwartz
2005). And some districts, as mentioned earlier, are even adopt-
ing new methods for allocating resources to schools. By opting
to fund students rather than school staff positions, and by iden-
tifying different spending increments for a regular student as
opposed to a bilingual student, a gifted student, and so on, dis-
tricts are trying to use student needs as the primary driver in
allocations. Oakland, California, has gone a step further and is
now experimenting with using real salaries in its school alloca-
tions. In Chicago a switch to a student-based allocation system
with real-dollar accounting would relocate some $96 million (6
percent of the district’s direct allocation to schools) to schools
currently shortchanged by the existing system.

What is the right way to spend district money, whether ex-
isting or additional? Our data do not answer that question, and
indeed no one answer is likely to be right. Some general prin-
ciples are obvious—money should be spent on things that matter
for student learning, in the amounts intended and for defined
activities, and in ways that can be traced and evaluated. But

1. School Communities That Work, an initiative of the Annenberg Institute
for School Reform, has an online tool, entitled Assessing Patterns of Resource
Distribution, that allows school-spending variations, taking into account the dif-
fering needs of students, at http://www.schoolcommunities.org/resources/
APRD/welcome.php.
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those principles do not resolve questions about whether money
should be spent according to a central district plan or allocated
on a per-pupil basis to schools and then spent according to each
school’s own needs and strategies. We have proposed elsewhere
that devolution to schools is the approach most compatible with
the transparent use of funds, but that might not always be the
most educationally productive course.

As state and district leaders wrestle over formulas for dis-
seminating funds, they miss the one variable that matters most
in the current system. Every state has formulas for disseminat-
ing funds to districts, and districts usually use staffing formulas
to allocate teacher resources to schools. Yet we have found that
the most consistent driver of unintended variations in spending
has nothing to do with the complicated mix of data feeding the
formulas. Schools that receive more than their share of the funds
are simply better at working the system. There are principals
who know how to get the best teachers, and those who skate
through budget cuts. And there are vice principals who know
how to get the most from the three psychologists working in the
central office. There are parent-teacher clubs that make sure
that when a grant ends, the grant-funded specialist stays on the
district budget. And there are even school board members who
manipulate formulas so as to tip the balance to their schools.

It is not news that school districts are weak stewards of
money. In the past five years, nearly half of all big city super-
intendent firings have been directly or indirectly due to financial
mismanagement. Baltimore, Seattle, and Oakland are all recent
examples: superintendents persuaded their school boards to in-
vest in big school-improvement plans just weeks before it be-
came evident that the district was broke and could not even keep
its existing commitments.

Adequacy lawsuits claiming that the addition of specific
amounts to district budgets will lead to effective schooling for all
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children look implausible in this context. If districts don’t know
where their money is going now, how can they know how to use
new money? Because of the way budgetary control is frag-
mented and driven by political bargains, is there any reason to
think districts will drastically alter their practices to use new
money strategically or efficiently? The data presented here sug-
gest the answers to these questions is no.
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