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PREFACE 
States cind conununities are under increasing pressure to improve their education, health and 
welfare systems. If Congress has its way, they will also play a larger role in designing, 
operating and paying for education and other supports and services for children and their 
families. As debate continues on Capitol Hill about the specifics of new legislation to refonn 
the nation's welfare system and devolve control to the states, the looming question is whether 
the states are ready for what these major shifts in federal policy may bring? 

Most states are in the best financial shape they have been in for years.' Revenues and 
expenditures were higher than originally budgeted for in most states during 1993 and 1994, 
and strong revenue growth has allowed some states to build reserves to their highest levels 
since 1980. Yet changing demographic and economic conditions, as well as a changing policy 
landscape, suggest that many states will face significant fiscal and budgetary challenges 
during the remainder of the decade and beyond. The prospect of increasing school 
enrollments and larger responsibility for meeting the needs of low-income families with 
children will make it increasingly difficult for states to sustain or increase their support for 
education and other services in the face of slower economic growth, a changing revenue base, 
declining federal aid, and a political climate that is hostile to higher taxes. 

States vary dramatically in their expenditures for education cmd a number of other 
health and social services. Yet the factors that led to substantially increased spending per 
child in some states over the past two decades—for example, economic growth and decliiiing 
school enrollments-are uiilikely to continue. If economic growth slows somewhat and the 
school-age population increases as projected, states will need additional funds to pay for 
education. Similarly, if child poverty rates increase even modestly, states will have a more 
difficult time meeting the needs of low-income children and families. 

Some states have anticipated these demographic and economic shifts and the budgetary 
pressures they will entail. They have become laboratories for public finance reform. Across 
the coimtry, states have launched an array of efforts to improve financing and to make 
govemment work better cmd more efficiently. Some of these have focused on tax reform and 
new dedicated sources of revenue for education and other children's services. Some have 
sought to strecmcUine service delivery, create more integrated service systems, and develop 
more flexible funding authorities to support them. Others have focused on developing and 
implementing more performance-based approaches to plarming and budgeting. Still others 
are devolving control to cities £md counties in order to tailor service delivery to local needs 
and shift a greater share of firumcial responsibility to local govemments. While none of these 
irmovative efforts is a proven panacea, they all represent interesting responses to the rapidly 
changing environment in which many states are carrying out their long-standing role as 
providers, regulators and fimders of education and other children's services. Their 

' National Conference of State Legislatiires and National Association of Legislative Fiscal 
Officers, State Budget and Tax Actions 1995: Preliminary Report. Denver, CO: National 
Conference of State Legislatures, July 1995. 
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experiences are instructive and will become even more salient as more states position 
themselves to manage in a newly defined relationship with the federal govemment and with 
their local communities. 

Against this backdrop. The Finance Project has conducted a series of studies of state 
fincmcing for education and other children's services. These include: 

• State Investments in Education and Other Children's Services: Fiscal Profiles of the 50 
5tfltes-state-by-state profiles of pattems of spending on education and other key 
health, welfare, and social services, and of significant economic and demographic 
factors influencing spending; 

• State Investments in Education and Other Children's Services: The Fiscal Challenges 
Ahead~an analysis of factors affecting spending and their future implications given 
the changing demographic, economic, and policy context; and 

• State Investments in Education and Other Children's Services: Case Studies of Financing 
Innovations-exammations of the experiences of seven states that have launched 
irutiatives to improve financing. 

Taken together these studies paint a vivid picture of the fiscal and budgetary challenges 
that states will face over the coming several years. They clarify a number of the critical policy 
and political issues that will confront govemors, state legislatures, educators and others who 
run programs to serve children and their families. And they highlight a variety of nascent 
efforts in states nationwide to improve public financing for education and other children's 
services. 

These papers are part of a larger series of working papers on salient issues related to 
financing for education and other children's services produced by The Finance Project. Some 
are developed by project staff; others are the products of efforts by outside researchers and 
analysts. Many are works in progress that will be revised and updated as new infonnation 
becomes available. They reflect the views and interpretations of their authors. By iiuiking 
them available to a wider audience, the intent is to stimulate new thinking and induce a 
variety of public jurisdictions, private organizations, and individuals to examine the ideas 
and findings presented and use them to advance their own efforts to improve public 
financing strategies. 

The Finance Project was established by a corwortium of national foundations to improve 
the effectiveness, efficiency, and equity of public financing for education and an array of 
other community supports and services for children and their families. Over a three-year 
period that began in January 1994, the project is conducting an ambitious agenda of policy 
research and development activities, as well as policy-maker forums and public education. 
The aim is to increase knowledge and strengthen the capability of govemments at all levels to 
implement strategies for generating and investing public resources that more closely match 
public priorities and more effectively support improved education and community systems. 

Cheryl D. Hayes 

Executive Director 
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INTRODUCTION 
As the direction of public policy points unambiguously to a larger state and local leadership 
role in delivering and paying for education and other children's services, the near- and long-
term fiscal outlook for children's program investments in the states takes on new-found 
relevemce. The impending devolution of program responsibility and authority from 
Washington to states and localities means that these governments will be increasingly 
expected to design and fimd strategies for serving children and their families. What 
fincmcing challenges are they likely to face in addressing these responsibilities? What policy 
implications are suggested by this financing outlook? 

Answers to questions like these are central to current discussions sunounding the likely 
shift to federal block grants for programs such as Aid to Families with Dependent Children 
(AFDC) and Medicaid. Supporters and opponents of block grants posit dramatically 
different assumptions about the degree to which states, counties, and municipalities will 
serve "at-risk" populations (including children) in the absence of federally secured 
entitlements. Block grant advocates believe that quality supports can be maintained, if not 
enhanced, as responsibilities are devolved and extemal regulations eased. Opponents argue 
that vulnerable populations will receive diminished assistance. Clearly, the fiscal outlook for 
states and localities can be expected to heavily influence which of these altemative future 
scenarios ultimately proves more accurate. 

In elementary and secondary education, the salient issue is not so much responding to a 
smaller federal fiscal role, since the overall proportion of federal financial support is less than 
7 percent. Rather, it is whether states and school districts can be expected to provide the 
necessary financing to support dramatically increased levels of overall student academic 
achievement consistent with recent federal and state policies such as the National Education 
Goals,' new state curricula frameworks, and revamped performance accountability systems. 
As with any major reform agenda, the resource commitments that states and school districts 
make toward enhanced student leaming will in all likelihood be substantially affected by 
their fiscal condition. 

What resources are states and localities likely to have available to meet their 
responsibilities to serve children in the years ahead? In order to shed light on this question, it 
is instructive to examine current education and other children's service spending pattems 
across the states, as well as spending trends over recent years. Even a cursory look at such 
data reveals stark state contrasts. For example, in 1992, per-pupil spending on education was 
over three times higher in New Jersey than in Utah. Even more dramatically, during that 
same year, state spending per poor child on non-education federal matching programs for 
children (such as AFDC, Medicaid, and foster care), was 10 times higher in Massachusetts 
than Mississippi. And while per-pupil education spending among the states rose 37 percent 

' In 1989, the President and the nation's govemors agreed to six ambitious national education 
goals for educational performance to be achieved by the year 2000. The Goals 2000: Educate 
America Act, passed in March of 1994, codified these, plus two additional goals, into federal 
law. 



in constant dollars between 1980 and 1992, real state spending on AFDC per poor family 
declined by 19 percent over that same time period. 

The purpose of this analysis is to better understand the factors that appear to drive 
spending contrasts like these, and what they portend for future spending on education and 
other children's services. We do this by first systematically associating state spending 
pattems and trends with three types of potential explanatory factors: 

• the need for education and other children's services in the states, 

• the ability to pay (OT the fiscal capacity) of states to provide children's services, and 
• the willingness to pay (or the fiscal effort) of states and localities in support of such 

services. 

We then use this context to draw implications with regard to state spending for 
education and other children's services in the near future and beyond. It is our hope that 
these analyses will enable policymakers at all levels to make more informed decisions on 
spending for education and other children's services, and to better prepare for the future. 

Key Findings and Implications 

State Spending on Education 
This report addresses the following key questions regarding pattems and tiends in state 
education spending and their implications for the future: 
1. How has the level of state education spending changed in recent years? 

• Per-pupil education spending in all states grew substantiaUy in real terms between 
1970 and 1992. 

• Strong per-pupil expenditure growth occurred despite the fact that states generally 
devoted smaller shares of their total revenue base to support education in 1992 
than in 1970, and the proportion of individual income going to education over the 
last two decades has remained relatively stable. 

• Even after controlling for differences in cost, there remains substantial interstate 
variability in education spending per pupil in both 1970 and 1992. Such variability 
has changed little over the past two decades. 

2. What factors influence state education spending? 

• Declining eruollments (especially during the 1970s) and economic growth were 
associated with increases in education expenditures per pupil during this period. 

• States spending the most per pupil usually have relatively high incomes and/or 
low levels of overall education need. Similarly, states with relatively low incomes 
and/or high levels of need tend to have the lowest per-pupil expenditure levels. 

• The proportion of state income devoted to education spending is not strongly 
associated with per-pupil spending levels. States making large resource 
commitments to education (relative to their incomes) are about as likely to be low 
as high per-pupil spenders. And similarly, while some high per-pupil spending 
states are able to provide these generous levels of support by making only modest 
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fiscal efforts, others must devote much higher shares of their state resources to 
achieve the same result. 

3. What do these findings suggest for future state education spending? 

Our findings suggest that growth in per-pupil education spending is unlikely to 
continue at its 1970-to-1992 rates. The principal factors associated with strong spending 
increases since 1970 (i.e., economic growth and declining school enrollments) are changing. 
Economic projections anticipate generally lower levels of economic growth in the years 
ahead. Demographic forecasts predict school eruollment increases in most states. In 
addition, greater demands on state and local budgets can be expected from other govemment 
ser\'ice sectors as a consequence of reduced federal financing. Such conditions will make it 
exceedingly difficult for most states to continue making per-pupil education spending 
increases comparable to those of the past two decades. Recent spending data from 1990 to 
1994 reveal that a marked slowdovm has probably already begim. 

State Spending on Non-Education Children's Services 
We address a similar set of key questions regarding pattems and trends in state non-
education spending on children and their implications for the future: 
2. What is the level of state speruiing for non-education children's services, and how has it changed in 
recent years? 

• State spending on non-education children's programs is considerably smaller than 
state education spending. In 1992, states spent roughly one-tenth the amount they 
spent on education for their contributions to the nine largest federal matching 
programs for children, including AFDC and Medicaid. 

• The variation among states in spending on non-education programs differs among 
programs, but overall is much greater than the variation in education spending. 
State spending per poor child in the highest-spending state was over 9 times the 
amount in the lowest-spending state for Medicaid, over 20 times the amount for 
AFDC, and over 11 times the amount for all programs combined. 

• While growth in real state spending per poor child on non-education children's 
programs between 1985 and 1992 has been substantial overall, the growth rates 
varied greatly among the states. 

• State spending per poor child on Medicaid for children grew rapidly between 1985 
and 1992 in nearly every state. However, mariy of the states with above-average 
percentage increases still had below-average levels of spending per poor child in 
1992. 

• Compared with the growth of Medicaid spending on children, growth in real 
AFDC spending per poor child between 1985 and 1992 was relatively small. 
However, spending trends varied greatiy, with many states experiencing large 
increases and others (mostly the largest states) decreasing their real spending 
levels. 
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2. What factors influence state non-education spetiding on children? 

• States spending the most per poor child on non-education children's programs 
usuaUy have relatively high incomes and/or low levels of need for these services. 
SimUarly, states with relatively low incomes and high overaU needs tend to have 
the lowest expenditures per poor chUd. 

• UnUke in the education arena, the proportion of state income devoted to non-
education chUdren's programs is strongly associated with spending levels per poor 
chUd. That is, states that spend more per poor chUd in general devote larger 
proportions of their income to these programs than states spending less per poor 
chUd. 

3. What do our findings suggest for future state spending on non-education children's seroices? 
Our findings in the non-education area suggest that many states wUl have a difficult 

time maintaining cunent levels of spending on non-education programs for chUdren, and 
that large variations among states in spending on these programs wiU persist. If chUd 
poverty rates increase, as they have over the past decade and a half, states wUl require more 
resources to meet the needs of poor chUdren at cunent levels. Yet, as noted above, economic 
projections anticipate generaUy lower levels of economic growth in coming years to help 
fund such services. Further, the influence of federal funding reductions and chemges wiU be 
much greater in non-education programs than in education. WhUe the federal govemment 
currentiy contributes less than 7 percent on average to state education spending, federal 
matching rates for the major programs in the area of non-education chUdren's spending range 
from a minimum of 50 percent to a maximum of 80 percent. In addition, provisions such as 
open-ended matching grants and mandated expansions of eUgibility have undoubtedly 
influenced spending levels in some states. Thus, program structures and funding formulas 
that emerge under new federal financing anangements should have major impUcations for 
future state spending on non-education chUdren's programs. 

APPROACH TO THE ISSUES 
This report analyzes the fiscal chaUenges ahead for states in financing education and other 
chUdren's services by examining pattems of state spending for these services and the major 
factors influencing these spending pattems. In addition to examirung recent cross-sectional 
state data, we look at changes in state spending over time. Our approach is based on the 
assumption that the factors and relationships that are significant in explaining current and 
recent state spending will continue to affect such spending in the future. 

Framework of the Analysis 
The hypothesis framing our analysis is that three key factors can influence state spending for 
education and other chUdren's services. These three factors are: 

• the need for education and other chUdren's services in the states, 
• the ability to pay (or the fiscal capacity) of states to provide chUdren's services, cmd 
• the willingness to pay (or the fiscal effort) of states and locaUties in support of such 

services. 

THE FINANCE PROJECT 



The relevance of these factors to the level of state spending on education and non-

education chUdren's services and the indicators used to measure each factor are discussed in 

this section. The foUowing two sections present our findings regarding the relationships of 

these factors to actual state spending on education and non-education chUdren's services, 

respectively, and discuss the impUcations of our findings for future state spending on these 

services. The final section presents a summary and conclusions highUghting the simUarities 

and differences in the outiook for education and non-education chUdren's services. 

Service Needs 
The magnitude of states' needs for chUdren's services can be a major factor affecting the 
amount of resources they devote to these programs. The number of school-age chUdren, for 
example, determines the size of the population that must be provided education services. 
Likewise, the number of chUdren in poverty provides an indication of the potential need for 
spending on non-education chUdren's services, because these programs, including income 
maintenance and social services, often target this population. 

There are many possible ways to define indicators of the need for chUdren's services, 
each of which may help explain pattems of state spending on these services. In this report, 
we use the level of enrollment and the ratio of population to pupils as two key indicators of the 
need for education services. The level of eruollment is useful for examining the influence on 
state education spending of the size of the population requiring education services, and for 
standardizing spending comparisons across states and across time. The ratio of population to 
pupils, by measuring the size of the entire state population relative to those receiving 
education services, provides indications of the degree to which the costs of education can be 
spread arhong taxpayers in a state and of the potential demand in a state for education 
relative to other programs. A high value on this measure indicates low overaU need in a state 
for education services, whUe a low value indicates high need. 

In paraUel fashion, the indicators we use for estimating states' needs for non-education 
chUdren's services are the number of poor children in a state and the ratio of total population to the 
number of poor children. As noted above, the number of poor chUdren in a state is a rough 
proxy for the number of chUdren potentiaUy eUgible to receive non-education services such as 
AFDC and Medicaid. We examine the influence of this variable on levels of state non-
education spending and also use it to standardize spending comparisons across states and 
over time. The ratio of total population to the number of poor chUdren provides an 
indication of the extent to which the costs of non-education services for chUdren can be 
spread among taxpayers in a state and of the potential demand in a state for these services 
relative to others. As with the paraUel measure of education need, a high population-to-poor-
chUd ratio indicates low overaU need for non-education services, whUe a low ratio indicates 
high need. 

Ability to Pay 
The abiUty to pay-or fiscal capacity—of a state can also have a major impact on the level of 

resources devoted to chUdren's services. A state's fiscal capacity represents the potential of 
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that state to generate resources for pubUc purposes. Thus, the higher the level of a state's 
fiscal capacity, the greater is its priesumed abiUty to fund aU pubUc services, including those 
for chUdren. Likewise, the stronger the growth of fiscal capacity, the greater is a state's 
abiUty to increase spending for those services. 

As with indicators of need, there are many possible choices for indicators of state fiscal 
capacity. Some—such as per capita income—are based on broad measures of economic 
activity within a state, whUe others-such as the Representative Tax System developed by the 
Advisory Commission on Intergovemmental Relations-focus more directly on the revenue-
raising potential of state and local govemments in a state. And some measures are better at 
capturing the potential of states to "export" taxes to, or raise revenues from, non-residents 
than are others. Nevertheless, the fiscal capacity indices for most states tend to differ very 
Uttle depending on what measure is used—except in those states with relatively large oU 
production or tourism industries, where the potential for tax exporting is the greatest. 

In this report, we use per capita persorml income as the indicator of a state's abiUty to pay 
for pubUc services, including chUdren's services. Per capita income is a major component of a 
state's capacity to raise revenues for pubUc services, because most taxes are paid from the 
income of a state's residents. Per capita income is the most widely used indicator of fiscal 
capacity and the most readUy avaUable for the years examined in this study. 

This report focuses on states' spending for education and other chUdren's services from 
their own resources. As such, the concept of fiscal capacity used in this report does not 
include federal aid. Although federal grants to states for cluldren's services affect the abiUty 
of states to finance these programs, and major changes in these grants are likely, the current 
and potential impact of federal grants on state spending for chUdren wiU be discussed 
separately from the influence of state fiscal capacity. 

Willingness to Pay 
The third major factor that can affect state spending for education and other chUdren's 

services is a state's wiUingness to pay for these services. Willingness to pay is captured by the 
"fiscal effort" a state makes. Fiscal effort relates a state's actual revenues or spending to its 
fiscal capacity. Because fiscal capacity varies across states, a state with lower fiscal capacity 
wiU have to use a greater share of its capacity to achieve the same service levels as a state 
with higher fiscal capacity (aU else being equal) and vice versa. Fiscal effort thus provides a 
measure of the relative burden placed on a state's resources, or the "effort" made to achieve 
the service levels that are provided.̂  

Fiscal effort can be measured for the total of aU revenues or spending (i.e., the overaU 
fiscal effort of a state) or for selected categories. In this report, we use measures bf education 
effort and non-education effort. Education effort is defined as education spending per $100 of 
personal income, and non-education effort is defined as spending on non-education 

^ Fiscal effort may be a flawed proxy for willingness to pay if there are extemal constraints on 
spending levels, such as federal mandates, court orders, or state constitutional requirements 
for aUocating funding. 
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cluldren's services per $100 of income. Because we use personal income (on a per capita 

basis) as our indicator of fiscal capacity, we also use it in defining our measures of fiscal 

effort. 

Relationship of Service Needs, Ability to Pay, and Willingness to Pay 

We have noted above that service needs, abiUty to pay (or fiscal capacity), and willingness to 

pay (or fiscal effort) can each independently affect state spending levels. But how do these 

factors intenelate in each state to affect spending? The interaction for education spending 

can be described by the foUowing mathematical identity developed by Gold': 

School Spending/Pupils = Spending/Income * Income/Population * Population/Pupils 

In this equation, we see that education service levels (school spending per pupU) is a 
multipUcative function of fiscal effort (spending in relation to personal income); fiscal 
capacity (per capita income); and service needs (the ratio of population to pupils). A simUar 
identity can be created to examine the relationship of fiscal effort, fiscal capacity, and service 
needs to non-education chUdren's spending if the number of poor chUdren is substituted for 
pupils in the equation. The mathematical identities, in effect, decompose state per-chUd 
spending levels into service needs, fiscal capacity, and fiscal effort components. As wiU be 
seen later in this report, by relating each component in a state to its conesponding value for 
the United States as a whole, its relative contribution in explaining that state's spending can 
be observed. 

Features of Our Presentation and Data 
Our analysis primarily examines national pattems and trends in the data and discusses what 
they are likely to mean for most states in the future. Because of the great variation among 
states, however, we also present state-by-state data and highUght significant variations 
among states or regions where they exist.* 

Our work reUes on data compUed by Steven D. Gold et al. and published in State 
Investments In Education and Other Children's Services: Fiscal Profiles ofthe 50 States,̂  as weU as 
an unpublished analysis prepared for The Finance Project by the same authors.* That 
database contains state-by-state data as weU as national data on state spending for education 
and other chUdren's services and related economic and demographic factors. Some of the 
parameters of that database are described below. 

' Steven D. Gold et al., "How Funding of Programs for ChUdren Varies Among the 50 States," 
prepared for The Finance Project, Washington, D.C, May 1995, p. 28. 
* Intrastate variations in spending and other variables can be as large or larger than interstate 
variations. Discussion of the extent and sigiuficance of intrastate variations is beyond the 
scope of this report, however. 
' Steven D. Gold et al., State Investments in Education and Other Children's Services: Fiscal Profiles 
ofthe 50 States, prepared for The Finance Project, Washington, D.C, September 1995. 
" Gold et al., "How Funding Varies," May 1995. 
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Definitions of State Spending for Children's Services 

State spending on education is defined as all current spending for pubUc elementary and 
secondary education in a state. It thus excludes expenditures for capital improvement and 
focuses only on ongoing expenditures for K-12 education. Education spending includes 
spending from federal revenue sources. However, because the federal contribution to state 
elementary-secondary education spending is relatively smaU (in 1992, less than 7 percent'), 
this measure of education spending primarUy reflects the commitment of states-including 
their local govemments-to education spending from their own resources. 

No comprehensive information is avaUable on the total amount that state and local 
goverrunents spend on chUdren's programs other than elementary-secondary education. 
However, most non-education spending in the states occurs through their contributions to 
federal programs, which are used to match federal funds for programs such as Medicaid, 
AFDC, and foster care. Thus, non-education children's spending is defined as the amount that 
states and their local govemments spend through their matching contributions on the nine 
largest federal matching programs. These include (1) AFDC, (2) AFDC cluId care, 
(3) Medicaid spending on chUdren, (4) foster care, (5) matemal and chUd health block grant, 
(6) chUd support enforcement, (7) at-risk chUd care, (8) adoption assistance, and (9) chUd 
welfare. This definition captures a large proportion-though not aU-of state chUdren's 
spending other than for education. It does not take into account spending for non-federal 
programs, nor does it consider how much states and local communities might spend in excess 
of the matching contributions in the nine programs included. It thus provides a lower-bound 
estimate of state spending for chUdren's non-education programs. 

Time Periods 

The database includes data for 1992-the most recent year for which aU the data were 
avaUable-as weU as historical data for selected years sparuiing more than two decades. Data 
on education spending and most of the related economic and demographic variables are for 
1970, 1980, and 1992." Data on non-education spending and related variables encompass a 
shorter time fiame-1985 and 1992. This shorter time frame for non-education programs was 
chosen because some of these programs have been estabUshed only recently and because the 
data for other programs were not avaUable for a longer time period. 

' Although the federal contribution to education spending ranged as high as 17.7 percent in 
one state (Mississippi), in 40 of the 50 states, the federal contribution was less than 10 percent. 
" Some of the data are in fiscal years or school years rather than calendar years. For example, 
state fiscal data are for the fiscal year ending in the year indicated, whUe school eruollment 
data are based on faU enrollments in the year preceding the year indicated, since most of the 
school year falls in the foUowing calendar year. In addition, where personal income is 
compared with spending (which is on a fiscal year basis) or other variables, the personal 
income data are for the Ccdendar year preceding the year indicated. 
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Adjustments for Inflation and Differences in Price Levels 

Inflation reduces the value of a doUar of spending over time. To adjust for this effect, aU 

fiscal data are presented in constant 1992 doUars.' Our comparisons of revenue, spending, 

and income data over time thus represent real changes in the levels of these variables, after 

accounting for the effects of inflation. 

Likewise, differences in price levels among locations can bias interstate comparisons 

because of their effect on the purchasing power of famUies and govemments. A fanuly with a 

$40,000 cinnual income in Boston, for example, has much less purchasing power than one 

with the same income. Uving in Jackson, Mississippi. However, because vaUd and reUable 

state-level price-adjusted data are less readUy avaUable than non-adjusted data (especiaUy 

over time), most of the data in this report are unadjusted. In the few instances where we have 

used an existing index to adjust for interstate price-level differences (see, for example. Table 

1),"' the results suggest that such adjustments narrow but do not eliminate the wide variations 

among states. 

KEY FINDINGS: PAHERNS AND TRENDS IN EDUCATION SPENDING 
Elementary and secondary education constitutes by far the largest single category of 
spending by state and local govemments. In 1992, states devoted 34 percent of their tax 
revenues to finance K-12 education, compared with about 20 percent for health, 12 percent 
for higher education, and 8 percent for social welfare. Thirty-eight cents of every state and 
local tax doUar that year supported education." Elementary and secondary education is 
unique among chUdren's program areas in that participation is both universal and fuUy 
subsidized by the state. These facts distinguish education from other chUdren's service 
sectors, where participation is limited to chUdren and/or famiUes meeting a designated 
income standard or other defining chUd or fcimUy characteristic. 

The magnitude of state and local educational investments should not obscure the fact 
that states vary considerably in both their levels of education spending and rates of 
expendihire growtii. New Jersey spent over $9,000 per pupU in 1992, a figure that is about 
three times greater than that for Utah. Even when spending is adjusted for differences in the 
cost of Uving, substantial differences remain (Table 1). And whUe the last two decades were 

' Data on education spending were adjusted using the impUcit price deflator for state and 
local govemment purchases, whUe data on non-education chUdren's spending were adjusted 
using the OMB deflator for payments to individuals. Per capita income data were adjusted 
using the fixed-weight personal consumption expenditure deflator. 
"' There have been at least two recent efforts to develop indices of state price-level differences. 
The index used in this report to iUusfrate the effect of adjusting state education spending for 
price level differences was developed by F. Howard Nelson of the American Federation of 
Teachers Research Department and is contained in F. Howard Nelson, "An Interstate Cost of 
Living Index," Educatiotml Evaluation and Policy Analysis, Spring, 1991, Vol. 13, pp. 103-111. 
Another index used in this report to adjust state fiscal capacity was developed by Herman 
Leonard and Monica Fryar and is contained in By Choice or By Chance? (Boston: Pioneer 
Institute, 1994). 
" These figures are found in Gold et al., "How Funding Varies," May 1995, Tbs. 4-14 and 4-12, 
respectively. 
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Table 1 

Current Education Spending per Pupil. 1992 

Spending 
Adjusted for 

Unadjusted Index Cost Index 
Spending (U.S. = 100) Differences* (U.S. = 100) 

United Suies S5.421 100 $5,421 100 

New jersey 9.317 172 7302 135 

New York 8327 157 7,251 134 

A l u l u 8,450 156 6387 118 

Connecticut 8,017 148 6,258 115 

Vermont 6,944 128 6,855 126 

Maryland 6,679 123 5,808 107 

Pennaylvania 6,613 122 6,186 114 

Rhode Island 6346 121 6,017 111 

Massacliusetts 6,408 118 5344 99 

Michigan 6,268 116 6,725 124 

Wisconsin 6,139 113 6,658 123 

Delaware 6,093 U2 5344 102 

Oregon 5,913 109 6231 115 

Wyoming 5,812 107 6,144 113 

New Hampshire 5,790 107 5341 99 

Ohio 5,694 105 6,116 113 

Il l inois 5,670 105 5370 108 

Maine 5,652 104 5,618 104 

Montana 5,423 100 5,901 109 

Hawaii 5,420 100 4,091 75 

Minnesota 5,409 100 5,760 106 

Wastiington 5,271 97 5368 99 

Nebraska 5,263 97 5,835 108 

Florida 5,243 97 5,687 105 

Colorado 5,172 95 5,219 96 

West V i i ^ n i a 5,109 94 5,872 108 

Iowa 5,096 94 5,669 105 

Indiana 5,074 94 5,600 103 

Kansas 5,007 92 5394 103 

Nevada 4,926 91 5,027 93 

Virginia 4,880 90 5304 98 

Missouri 4,830 89 5279 97 

Califomia 4,746 88 4280 79 

Kentucky 4,719 87 5356 99 

Texas 4,632 85 5,147 95 

North Carolina 4355 84 5,067 93 

North DakoU 4,441 82 4,979 92 

South Carolina 4,436 82 4,995 92 

Aiizona 4381 81 4354 84 

Georgia 4375 81 4,850 89 

Louisiana 4354 80 4,937 91 

South DakoU 4,173 77 4,699 87 

Oklahoma 4,078 75 4,618 85 

Arkansas 4,031 74 4,602 85 

New Mexico 3,765 69 4,088 75 

Termessee 3,692 68 4.148 77 

Alabama 3,616 67 4,100 76 

Idaho 3356 66 3391 72 

Mississippi 3,245 60 3,738 69 

Utah 3,040 56 3304 61 

Ratio between Highest- and 3.1 to 1 2 2 t o l 

Lowest-Spending States 

50-State Average 5330 5384 

Standard Deviation 1323 889 

Coefficient of Variation 075 0.17 

*Spendinf( adjusted by cost index prepared by F. Howard Nelson. American Federation of Teachen. 

Source: Steven O. Gold etal., "How Funding of Programi for Children Varies Amanft the 50 States,' 

prepved for The Finance Project, May uid nlnilatinm by The FinaiKC Project 



periods of substantial real growth in educational expenditures overall (Table 2), spending 

disparities among the states have been unaffected by these increases (Table 3). 

In this section, we attempt to document factors that influence education spending. 

Specifically, we address the question of how strongly indicators of educational need, fiscal 

capacity (ability to pay), and fiscal effort (willingness to pay) can explain spending pattems 

and trends among the states. To the extent that any of these factors appear salient, we can 

use this knowledge to make more informed judgments regarding the prospects for education 

spending in the future. 

We begin this discussion by examining data on educational need, fiscal capacity, and 

fiscal effort between 1970 and 1992. We then relate these factors to changes nationally in per-

pupil spending levels over this period, as well as to differences among the states in their 

spending levels. Finally, we discuss the implications of these findings for future education 

spending. 

Education Spending and Need: The Importance of the Size of the School Population 
Our indicator of the need for educational services in a state is the size of the total population 
relative to the number of children enrolled in the public schools. As noted in the previous 
section, the lower a state's need, the higher is its ratio of population to pupils, and vice versa. 
By this measure, overaU service need diminished by 26 percent between 1970 and 1992. 
Declines occurred in every state and were especially pronounced during the decade of the 
1970s. States with the lowest needs tend to be overwhelmingly in the Northeast and Great 
Lakes regions, while those with the highest needs are consistently foimd among the 
Southwest and Rocky Mountain states (Table 4). 

Theoretically, lower levels of relative educational service needs should be good news for 
per-pupil education spending. This is because the financial burden of educating children 
who are in the public education system can be spread among more taxpayers. Conversely, 
higher needs would be expected to make it more difficult to generate high per-pupil 
spending levels. Thus, in states with smaller education needs, we might expect to see higher 
per-pupil spending than in states with larger education needs. Simple correlations appear to 
support this hypothesis. In 1992, the correlation between our measure of education need and 
per-pupil education spending was -0.51, while the correlation between percentage enrollment 
growth and per pupil spending growth (between 1970 and 1992) was -0.26. 

Education Spending and Fiscal Capacity: The Importance of the Size of the Revenue Pie 
While education service needs were declining over the past two decades, the capacity to 
finance these services was growing at a healthy rate. As measured by changes in real per 
capita income, state fiscal capacity grew by 31 percent in the 1970s, and 17 percent between 
1979 and 1991 (Table 5). State growth pattems were generally consistent during both 
decades, with the notable exception of most states in the New England and Mid-Atlantic 
areas, where gains were stronger during the 1979-to-1991 period than fiom 1969 to 1979. 
Most high-capacity states can be found in the New England and Mid-Atlantic regions, while 
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lafelfij 

Percentage Change in Real Current Per Pupil Spending. 
1970-80.1980-92. and 1970-92 

197040 1980-92 1970-92 

United Sutes 

New England 

Mid-Atlantic 

Great Lakes 

Plains 

Southeast 

Southwest 

Far West 

26.6% 37.0^:. 73.4% 

Connecticut IS.T-X, 9C.2'X. 120.0'X. 
Maine i9.n 77.9'X. 113.2% 

Massachusetts 49.2% 30.5% 94.7'>;, 

New Hampihi 20.57.. 73.5% V19.m. 

Rhode Island 32.T>i, 44.5'>i, 91.8'>;, 

Vermont 12.5% 99.6'X. 124.6'X, 

Delaware 44.S'».. 22.2% 76.TY. 

Maryland 28.7^. 47.6'X. 89.91!. 

New jc fwy 42.8'>;. 67.6% 139.3'X. 

New York 18.6'X 41.4% 67.7X. 

Pennsylvania 30.n. 49.7'X, 95.7'X, 

Illinois 29.4'X. 25.S'X. 62.8-)!. 

Indiana 17.5'X. 54.8'X. S1.9'X. 

Michigan 32.87.. 36.3'X. 81 .C)!, 

Ohio 29.2% 57.5')!. va.6% 
Wisconsin 27.6% 413% 81.5% 

Iowa 25.3'H. 25.8% 57.6% 

Kansas 28.2% 323% 69.5% 

Minnesota 20.1'>1. 30.1% 56.2% 

Miuour i 24.2'^, 43.2% 77.8')i 

Nebraska 32.8^. 40.5% 86.6% 

North DakoU 26.5% 32.8'*, 68.0'X. 

South DakoU 2S.7')l 25.5'>;. S7.8'X. 

Alabama 34.7%. 28.8'X. 73.5% 
Arkansas 26.0% 47.OT!. 85.2% 
Florida 17.3% 59.3% 86.9'X, 

Georgia 25.7% 54.5% 94.2% 
Kentucky 41.9%. 59.2% 126.0%. 
Louisiana 25.7%. 393% 75.4% 
Mississippi 51.01!, n.9% 69.1% 

North Carolina 30.3% 49.1%, 94.3% 

South Carolina 30.0% 45.3'X. 88.9% 

Tennessee 31.3% 29.6% 70.2% 
Virginia 26.5% 42.2'X. 79.9'X, 

West Virginia 30.3% 52.7X. 99.0'X. 

Arizona 243% 27.6% 58.8'X, 

New Mexico 30.8% 6.2% 39.01!. 
Oklahoma 45.0^, 21.5% 76.2% 

Texas 39.6% 38.8% 93.7T(. 

Colorado 49.2'k, 22.6'X. 82.9'X, 

Idaho 25.1% 23.0% 53.9% 
Montana 44.0% 25.7%, 81 ex. 
UUh 20.4% 5.3% 26.7'i.. 

Wyoming 34.2% 320'y.. 77.2% 

Alaska 91.4% 2.6% 96.4% 

O l i fomia 18.9'!l, 20.1% 42.9'X. 

Hawaii 25J% 34.0% 68.2% 

Nevada 23J% 35.4% 67.2% 
Oregon 32.3% 26.1% 66.8%, 

Washington 27.6% 17.8%. 50.4% 

Ut* t . Number of pupils is avcn^r daily attendance. 

SIWIM; Nllion.1 Cmtp hif Ediif.him •il.h.hr. r)i|».tol M..r.h..n <i.H.hr. Illiu 

Tabic IMi, p. 165, rapotid in Sirven D. Cold it •/., "Hiw FunlinK ul Piu|;fain> hv 

Childim Viiia Among Hie 30 States,' pnpirad fw The Rnann Pnifra. May 1W5. 



Table 3 

Real Current Education Spending per Pupil. 

1970.1980. and 1992 

(in 1992 dollars) 

1970 1980 1992 

New England Connecticut $3,644 »ex)i7 
Maine 1651 3,178 5,652 

Massachusctt 3.291 4.911 6,408 

New Hampsh 2,770 3338 5,790 

Rhode Island 3,414 4331 6346 

Vermont 3^92 3,479 6,944 

Mid-Atlantic Delaware 3,448 4.984 6393 

. Maryland 3317 4326 6,679 

New Jeisey 3,893 5359 9317 

New York 508* 6X131 8327 

Peniuylvania 3J79 4,416 6,613 

Great Lakes Illinois 3,483 4307 5370 

Indiaiu 2,789 3,279 5374 

Michigan 3,464 4399 6,268 

Ohio 2.797 3,615 5394 

Wisconsin 3383 4315 6,139 

Plains Iowa 3J34 4X)52 5396 

Kansas 2,954 3,786 5307 

MiiuwsoU 3,464 4,159 5,409 

Missouri 2,716 3373 4330 

Nebraska 2J82D 3.746 5J63 

North DakoU 2,644 3345 4,441 

Sooth DakoU 2.644 3324 4.173 

Southeast Alabama 2.084 2JB08 3316 

Arkansas 2.176 2,742 4331 

Florida 2J05 3.291 5,243 

Ceorgu 2J53 2331 4375 

Kentucky 2J388 Z963 4,719 

LouUiaiu 2.483 3.122 4354 

Missiailppi 1,920 2.899 3J45 

North Carol! 2345 3^56 4355 

South Carotin 2J49 3X152 4,436 

Tenncasce 2,169 2348 3,692 

Virginia 2.713 3,432 4380 

West VirgtnU i567 3345 5,109 

Southwctt Arixona i7S» 3,434 4381 

New Mexico 2.709 3344 3,765 

Oklahoma 2J14 3355 4378 

Texas 2J91 3338 4332 

Rocky MounUin Colorado 2328 4,218 5,172 

Idaho 2J10 2390 3356 

Montana 2.996 4314 5,423 

Utah U98 2387 3340 

Wyoming 3,280 4,402 5312 

Far West Alaska 4ja3 BJ37 8,450 

CallfomU 3322 3,951 4,746 

Hawaii 3J22 4M5 5,420 

Nevada 2.946 3338 4,926 

Oregon 3344 4390 5,913 

Washington 3306 4,474 5J71 

so-State Average 2.947 3362 5330 

Range 3.165 5,495 bin 
Standard Deviation 605 971 1323 

Coefficient of Variation 0.21 0.25 0J5 

Nato«: Number al pupih b awiiwgi daily •irnnlimji. 
Fiffum wm adjusted by th* Sbia and Lival ( iinnnumii il linpUcfl Plicv DaAahv fnan 
H>t E n a m u c R a p o l < i Iha P i a i l d i a l ( lW2> inO) . 

S n r n : W. t in»a l C M t ^ far E d u t a l i m S U M i c n i i ^ . . ! i i ( M i i f . t ~ » I I I M 

T a b l i l W . p . l < 5 , n r p < a M i f i S M t i D . C a U < f d . , - H i i » F u f i d i i i | i < d P r a | | i a i m h > 

O u l d i a n Var ia i A m o i g Iha SOSta tn . ' prapaiad h v D w Hnanca P n ^ , 

May i m . a a l s a l s d B d a a b y T b i F B B t P n i a E l . 



labki 

Ratio of PopulaKon to 
Public School Enrollment. 

1970.1980. and 1992 

1992 1992 Rank 

Nrw England Connecticut 

Maine 

Maaaachuactts 

New Hanpahir 

Rhode island 

Vctnent 

4 M 

4.13 

4 « 

4.76 

5.15 

4J7 

5.47 

tv* 

5.55 

535 

61V 

5.12 

670 

5.71 

7.(« 

6.26 

7.06 

5.85 

7 

2» 

1 

11 

2 

24 

Delawaie 

Maiyland 

New Jeiaey 

NewYori i 

Pciuiaylvania 

414 

434 

4 Wl 

526 

5.00 

5.76 

5.43 

5.73 

5.(M 

6.03 

666 

6.61 

7.00 

6.113 

7.06 

lltinoia 

Indiaiu 

Michigan 

Ohio 

Wia 

4.75 

420 

4.11 

434 

447 

531 

5.05 

4.17 

533 

5.44 

624 

5.1(6 

5.»l 

613 

6 07 

12 

22 

21 

15 

IK 

4.25 

4.31 

4 11 

4.31 

4.45 

4.20 

4.01 

5J2 

5.S5 

5.1V 

5.60 

544 

534 

5.15 

568 

5.5V 

5.72 

6.12 

5.6V 

535 

5.34 

32 

37 

27 

16 

30 

40 

42 

4.16 

4.16 

4.72 

4.0V 

4J4 

433 

3JI6 

4.24 

3.% 

4J7 

4.2V 

435 

5.13 

501 

62/1 

5.00 

5JB 

5.17 

5.20 

5.04 

4S>4 

5J3 

5.16 

5.C0 

5.66 

5.41 

6K7 

5.63 

5.75 

534 

5.14 

615 

5.611 

S.SI4 

6.1V 

5.62 

5 

35 

26 

14 

33 

20 

13 

36 

4.15 

3.66 

4.14 

4X11 

SID 

tts 

5.0V 

4JI3 

570 

5.01 

5.3V 

4.VII 

2V 

45 

3V 

46 

Rocky Motmtain Colotado 

Idaho 

- Montana 

Utah 

Wyoming 

4.02 

3.V3 

3.V7 

3.46 

3111 

SIS 

4.60 

4.W 

4.25 

474 

5.6K 

4.60 

5.1B 

3.II7 

44V 

43 

50 

4V 

CalUomia 

HawaU 

Nnada 

Waakington 

3.85 

4.2V 

4.16 

3iW 

431 

4.07 

4..S0 

SAS 

5.63 

5.18 

532 

522 

4.7V 

5.V5 

64V 

6.10 

SJC 

S.77 

47 

IV 

10 

17 

23 

25 

Niria: The 1V92 populatMn-ttvenrollment ratioi in this table differ slightly fnen the pnpulstitev.tiwpupil ratiiH in 

TaMa 8. Because <rf data ccawtrainls. fall enifdlmenl data weie used tn cnaSr the n t im in thi* table, while averaKe 

daily attendance dau wef* used In oeale the ralias in TaUe M. 

Snma; Nadonal CentCT hv Educataai , r i i _ i , j M - , KNCESW-IIS). 

in Steven D. C M cf a/.. "How Funduig of Pnwanw he Childien Varies AnHeig the 90 Staws.' prepared he 

The Finanor Pn^act. hlay 1WS and calculalicew by The Ftnanor Pn^ect 



Growth in Real Per Capita Income. 1969-1991 

Per Capita Income (1991 dollars) 

1969 1979 1991 

Percentage Change 

1969-79 1979-91 1969-91 

United States $12,636 $16,485 $19,199 305 16.5 51.9 

New England Connecticut 

Maine 

Maasactiusetts 

Neiv Hampshire 

Rhode Island 

Vermont 

15,960 

10J70 

14,075 

12398 

12340 

11,178 

19319 

13394 

17,273 

15380 

15,476 

14,133 

25,844 

17330 

22,796 

20,961 

19,451 

17311 

22.9 

29.2 

22.7 

28.1 

22.4 

26.4 

31.7 

29.4 

32.0 

32.0 

25.7 

26.0 

61.9 

67.1 

62.0 

69.1 

53.9 

59.3 

Mid-Atlantic Delaware 

Maryland 

New } m t y 

New York 

Peimaylvania 

14,648 

13,780 

14,923 

15,225 

12570 

16309 

17370 

18390 

17320 

16,498 

20317 

22,483 

24,744 

22,925 

19,638 

143 

28.2 

26.6 

17.0 

31.2 

20.9 

27.2 

31.0 

28.6 

19.0 

38.7 

63.2 

65.8 

503 

56J 

Great Lakes Illinois 

Indiana 

Michigan 

Ohio 

Wisconsin 

14390 

12,189 

13,445 

12372 

12,179 

18,425 

15,776 

17,427 

16343 

16,416 

20,622 

17J75 

18,693 

18,001 

17,970 

28.0 

29.4 

29.6 

27.0 

343 

11.9 

93 

73 

10.1 

93 

43.3 

41.7 

39.0 

393 

473 

Plains Iowa 

Kansas 

Minnesota 

Missouri 

Nebraska 

North Dakota 

South Dakota 

11,901 

11336 

12365 

11,715 

11,725 

9376 

9,747 

16,169 

16371 

16,683 

15,712 

15,661 

14,677 

14J06 

17,102 

18J59 

19,289 

18,105 

18,047 

15394 

16,419 

35.9 

42.4 

34.9 

34.1 

33.6 

48.6 

45.7 

53 

10.2 

153 

15.2 

15J 

6.2 

15.6 

43.7 

56.9 

56.0 

543 

53.9 

57.9 

683 

Southeast Alabama 

Arkansas 

Florida 

Georgia 

Kentucky 

Louisiana 

Mississippi 

North Caroli iu 

Strath Carolina 

Tennessee 

Virginia 

West Virginia 

9,024 

8317 

12,007 

10,439 

9,700 

9321 

7341 

9,%2 

9,216 

9,720 

11369 

9,167 

12314 

12337 

15357 

13,920 

13322 

14,010 

11344 

13J93 

12309 

13,447 

15,959 

13,299 

15301 

14,458 

19,203 

17336 

15,442 

15,067 

13,210 

16310 

15,469 

16,489 

20X174 

14365 

42.0 

46.7 

32.1 

333 

39.4 

47.1 

483 

33.4 

35.7 

383 

36.8 

45,1 

21.7 

14.4 

21.1 

26.7 

14.2 

73 

13.4 

263 

23.7 

223 

253 

103 

72.9 

673 

59.9 

68.9 

59.2 

58.2 

683 

68.7 

673 

693 

72.0 

60.0 

Southwest ArizoTU 

New Mexico 

Oklahoma 

Texas 

11390 

9371 

10,482 

11,129 

15J35 

13342 

15,083 

16,118 

16,760 

14318 

15,656 

17,440 

333 

413 

43.9 

443 

10.0 

9.4 

33 

8.2 

47.1 

543 

49.4 

56.7 

Rocky Mountains Colorado 

Idaho 

Montana 

Utah 

Wyoming 

12,182 

10378 

10,631 

10X122 

11382 

17,191 

14,014 

14358 

13,452 

18312 

19,745 

15354 

15,793 

14737 

18,295 

41.1 

323 

36.9 

34.2 

593 

14.9 

13.1 

83 

93 

-1.7 

62.1 

49.9 

483 

47.1 

56.6 

Far West Alaska 

Califomia 

Hawaii 

Nevada 

Oregon 

Washington 

15371 

14387 

14,698 

14340 

12,100 

13,475 

22,665 

19,241 

17,486 

19,263 

16,723 

17390 

21392 

20380 

21,621 

20,774 

17,789 

20,163 

475 

29.2 

19.0 

293 

38.2 

323 

-4.7 

85 

23.7 

73 

6.4 

12-7 

405 

403 

47.1 

40.0 

47.0 

493 

Sourer U.S. Department of Cixnmenx, Bureau of Eaxumic Analysis, Stair Summry TaWn (Auftust 1994) (SAl-i,SASl-52l, 1S2S-93.1948-33 and otkulatiora by 

The Finance Prefect. 



low-capacity states tend to predominate in the Southeast, Southwest, and Rocky Mountain 

areas." 

Obviously, all things being equal, fiscally strong states can support generous per-pupil 

education spending levels more easily than can states with a poorer resource base. We would 

thus expect to see both higher levels of per-pupil spending in states with greater fiscal 

capacity, and also higher rates of per-pupil spending growth among states where fiscal 

capacity gains were greatest. Simple correlations reveal a strong relationship between per 

capita income and per-pupil spending for 1992 (0.80) and a weaker, but still substantial 

relationship between 1970-to-1992 changes in per capita income and changes in per-pupil 

spending (.52). 

Education Spending and Fiscal Effort: The Importance of Educational Resource 

Commitments 
As noted earlier, the degree to which a state taps its available resource capacity~or its fiscal 
effort—is the third factor explaining per-pupil education spending. A state devoting a larger 
share of its available resources for education will spend more per pupil than a comparable 
state (in terms of both need and capacity) making a more modest resource commitment. 

Educational effort is really a function of two components. One is the size of the 
government sector in the state relative to overall available resources. A larger govemment 
revenue base means more resources potentially available to support educational 
expenditures. 

The second critical component of educational effort is the share of govemment resources 
supporting education. Differences among states in the education share of the govemment 
pie, as well as changes in that share over time, can profoundly affect education effort levels 
cmd, ultimately, per-pupil expenditures. 

Nationally, educational effort remained relatively stable from 1970 through 1992. It 
declined a bit in the 1970s, before growing modestly from 1980 to 1992 (Table 6). Analyzing 
educational effort by its two core components reveals that the small overall decrease in 
education effort is entirely attributable to smaller education shares of state and local tax 
bases. General state and local govemment tax effort levels remained relatively unchanged 
from 1970 to 1992. But the share of this resource base going to education declined from 
approximately 44 percent to 38 percent (Table 6). Most of this decline occurred in the 1970s 
and was a function of reduced local (rather than state) govemment education revenue shares. 

The overall stability in educational effort should not obscure significant changes in some 
states in recent years (Table 7). Massachusetts, for example, increased its effort by nearly 30 
percent in the 1970s, only to decrease it by about 25 percent during the 1980s and early 1990s. 
Wyoming did the opposite, decreasing effort significantly in the 1970s (18 percent) and 

" These regional pattems remain mostly intact after adjusting fiscal capacity for interstate 
differences in the cost of living. The effect of adjusting for cost-of-living differences is to 
reduce the variation in fiscal capacity among states: For example, after adjustment, the 
overall fiscal capacity index of the New England region falls from 117 to 107, while that of the 
Southeast region rises from 89 to 97 (Gold et al., "How Funding Varies," May 1995, Tb. 2-2). 
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Table 6 

Growth in Education Spending in Relation to 
Personal Income and Education's Share of Tax Revenue. 

1970 to 1992 

1970 1980 1992 

Current Education Spending $4.46 $4.30 $4.36 
per $100 of Personal Income 

State-Local Education Revenue 43.5% 39.0% 38.2% 
as a Percentage of Total 
State-Local Tax Revenue 

Source: Steven D. Gold et al., "How Funding of Programs for Children Varies Among the 

50 States," prepared for The Finance Project, May 1995. 



T a b l e ? 

Cur ren t Educat ion Spend ing per HOP of Personal Income. 

1970.1980. and 1992 

Spending per $100 Income 

1970 1980 1992 

Percentage Change 

1970-80 1980.92 

United SUIn 

N«w England Conntcl icut 

Main< 

Masuchiuct ts 

N t w Hampt t i i r t 

Rhode l i l u i d 

Vennont 

407 

5.02 

378 

3 74 

409 

5.35 

369 

468 

4.66 

373 

447 

4.86 

H.36 

4.31 

5.23 

368 

400 

444 

624 

.9 4'i;. 

28.5'>,. 

0.37.. 

9.3"/.. 

.9.3% 

168X 

-24.2",;. 

7.n; . 

28 6% 

5.8% 

4.2% 

-2.6% 

6 8 % 

8.4% 

166% 

M i i y l a n d 

New Jeney 

New Yotk 

Pef in iy lvani i 

4.56 

4.49 

4.21 

4.94 

4.29 

489 

4.37 

4.78 

5.10 

4.28 

4.14 

3.99 

5.02 

478 

4.42 

73'!;. 

- i n . 

13.6% 

3.1% 

-o.4'>;, 

-15.4%. 

S.27.. 

-6.2'>;. 

3.3%. 

-9.2%. 

-11.1% 

19.4% 

-33%. 

1 9 % 

I l l inois 

Indiana 

Mid i igan 

Ohio 

Wteconsin 

396 

4.28 

5.05 

4.00 

4.S3 

398 

392 

5.27 

397 

4.56 

389 

4.69 

5.23 

4.63 

5.17 

0.67.. 

-8.4%. 

4.2%. 

-06% 

-5.7%, 

-22'>;. 

19.8%. 

-0 8'X. 

16.6% 

13.5% 

-1.7>i 

9.7%. 

3.4% 

15.9% 

7.1% 

Iowa 

Kansas 

Minneaola 

Miaaooii 

Ne lmaka 

Nor th Daliota 

South DakoU 

5.23 

4.62 

5.57 

3.91 

4.44 

5.29 

5.57 

4.60 

3.90 

4.85 

3.51 

4.34 

4.36 

4.45 

4.94 

446 

4.61 

3.87 

4.81 

4.97 

4.50 

-12.1%. 

•15.5'>i. 

•n.n 
-8.5% 

-13%. 

-175%. 

-20.1%. 

73%. 

14.3%. 

-4.9% 

8.0%. 

10.9%. 

14.0%. 

I f fK . 

-5.6% 

-3.4%. 

-17.2% 

-1.2% 

a.4% 

-6.0% 

-19.2% 

Alabama 

Aricanua 

Florida 

Ceoigia 

Kentudty 

Louiaiana 

MiaaiMippi 

Nor th Camlina 

South Carolina 

Tnintaaec 

Virg in ia 

Weal Virg in ia 

4.51 

4.73 

399 

4.18 

3.77 

484 

500 

4.47 

5.15 

4 14 

4.34 

5.16 

4.23 

4.25 

3.37 

3.92 

3.91 

4.11 

473 

446 

4.72 

3.96 

4.05 

4.81 

3.86 

4.83 

3.65 

4.11 

472 

4.99 

4.49 

411 

4.66 

3.S0 

396 

5.74 

-6.3% 

-lO.O'J'. 

•K.n. 
-6.3%. 

3.7->.. 

-15.1%. 

-5.4% 

.0.3%. 

-8.2%. 

-4.4% 

-6 7%. 

-6.9'!'.. 

-8.6% 

13.6%. 

8.5%, 

50'X. 

20.7% 

21.3%, 

-5.2%, 

-79'>;. 

-1.4% 

-11.5%, 

-12% 

19.2%. 

-14.4% 

1 2 % 

-8.5% 

-1.6% 

25.2% 

3.0% 

-10.3% 

-8 .1% 

-9.5% 

-15.4% 

-8.8% 

11.0% 

Arizona 

New Mexico 

Oklahoma 

Texas 

4.72 

629 

4.23 

4.09 

4J2 

543 

4.31 

4.08 

4.14 

5.29 

458 

4.86 

-8.5% 

-13.6% 

\.r/.. 
.0.37, 

-4 .1% 

-17%. 

6 2 % 

19.1% 

-113% 

-16.0% 

8.2% 

18.7% 

Rocky Miranta in Colorado 

Idaho 

Montana 

Utah 

Wyoming 

4.64 

4.57 

5.71 

5.68 

6.00 

4.64 

439 

5.70 

4.97 

4.91 

4 14 

4.62 

6.01 

498 

6.52 

0.1%, 

-3.9'>1. 

-0.2% 

-115% 

-18.1% 

-lO.B-X, 

5.3%. 

5.5% 

0.1% 

316% 

- lo r i t 

1.2% 

5.2% 

-114% 

8.6% 

CaUfomU 

Hawaii 

Nevada 

Oregon 

Washington 

5.93 

4.33 

4.29 

4.06 

5.36 

515 

764 

3.75 

3.87 

3.50 

4.78 

4.65 

759 

3.73 

3.60 

3.60 

5.06 

4.21 

28.9% 

-13.4%. 

-9.7% 

-13.9%. 

-10.9%. 

-9.7X. 

-0.7% 

-0.4% 

-6.9% 

1 9 % 

5.9% 

-9.4% 

28.0% 

-13.8% 

-16.0% 

-11.4% 

-S.7% 

-182% 

Sraittvi: Eduabm Expenditure Data-Nadonal Center t n Educabcxi Statiftica. nip»*t nf Mi i f i r inn Swri.hnt i w i rentxial Inctxne I> iU -

US. Department fit Cfxnmerce as nf August 1W4. lepcxled in Steven D. Grid rt «I.. "Hiw Funding lit rnxtrams fix Children Varies Among 

the 90 States." prepared hx The Finance Pnifect May 1995. 



increasmg it by an even greater rate (33 percent) between 1980 and 1992. Over the entire 

1970-to-1992 period, 14 states witnessed double-digit decreases in educational effort, while 7 

experienced double-digit gains. Significantly, educational effort is not strongly associated 

with region. States with high and low effort levels, and with small and large recent changes 

in their relative resource commitments to education, can be found in all parts of the country . 

Examining Interstate Spending Differences 
As just discussed, differences in levels of need, fiscal capacity, and fiscal effort can each help 
to explain varied levels of per-pupil education spending among the states. But are there 
pattems in the relative influences of these factors that can be useful in projecting the 
challenges ahead in education spending? Using the identity developed by Gold (see Section 
2: Approach to the Issues), we examine the relative contribution of each in determining per-
pupil expenditure levels. 

Table 8 arrays states by their 1992 per-pupil spending levels, alongside measures of 
education need (population/number of pupils), fiscal capacity (per capita income) and 
education effort (education spending/$100 of personal income). The data are indexed to the 
national average to facilitate comparisons. A few things are noteworthy about these findings. 
First of all, as Gold points out, there are few conmion pattems among the highest-spending 
states; different factors are associated with high education expenditures in different places." 
In Connecticut, boimtiful tax capacity is the primary story (35 percent above the national 
average). Educational effort levels here are only about average. Vermont's high spending is 
completely attributable to its unusuaUy high educational effort rates (it devotes nearly half of 
its tax revenues to education spending, the fifth highest rate in the country"). By contrast, 
high incomes and favorable population/pupil ratios allow neighboring Massachusetts to 
spend generously with educational effort levels that are only 85 percent of the national 
average. 

The picture is much simpler in the lowest-spending states. As Gold also notes, virtually 
every one of the lowest-spending states has both low per capita income and a high need for 
educational services." Significantly, most of the low-spending states (located primarily in the 
South) are making at least average levels of educational effort. However, the combination of 
a weak fiscal resource base and the need to support relatively large numbers of children 
results in low per-child service levels. 

To summarize, high state per-pupil spending seems related to relatively vmique 
combinations of need, fiscal capacity, and fiscal effort. On the other hand, low spending is 
consistently explained in terms of high need and/or low fiscal capacity. 

" Gold et al., "How Funding Varies," May 1995, p. 29. 
" Ibid.. Tb. 4-12. 
"lbisLp.29. 
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Determinants of Education Spending ner Pupil 

Relative to the U.S. Average. 1992 

Educat ion 

SpeodiDg index 

Per Pupi l (U.S.- lOO) 

Rat io o f 

Populat ion Index 

l o P t i p i l i (U.S.-100) 

Per Capi ta Index 

l acomr (U.S.- lOO) 

Educat ion 

Spcndiag per i adcx 

SIOO P e n . I n c ( IJ.S.-100) 

New En|land Cotmecticut 

Maine 

Maaxachuaetlx 

New Hampihire 

Rhadel i land 

Vermonl 

$8,017 

5.652 

6.401 

5,790 

6.546 

6,944 

148 

104 

118 

107 

121 

12! 

719 

623 

763 

6.92 

759 

6.25 

I I I 

96 

118 

107 

117 

97 

S25,I44 

17.330 

22,796 

20,961 

19,451 

17,811 

135 

90 

119 

109 

101 

93 

S4 31 

523 

3.61 

4.00 

444 

6.24 

99 

120 

15 

92 

102 

143 

Mid-Adanl ic Ddawarv 

Maryland 

New Yark 

6,093 

6,679 

9,317 

8,527 

6,613 

112 

123 

172 

157 

122 

725 

744 

7.50 

779 

T62 

112 

115 

116 

121 

118 

20,317 

22,483 

24,744 

22,925 

19,638 

106 

117 

129 

119 

102 

4 14 

399 

502 

4 78 

4.42 

95 

92 

US 

no 
101 

Great Lakes 

Indiana 

M i d u f a n 

Ohio 

Wiiceiiain 

5,670 

5,074 

6.261 

5,694 

6,139 

105 

94 

116 

105 

113 

7.07 

6 26 

642 

613 

661 

109 

97 

99 

106 

102 

20,622 

17,275 

18,693 

18,001 

17,970 

107 

90 

97 

94 

94 

3.89 

4.69 

5.23 

4.63 

5.17 

19 

101 

120 

106 

119 

5,096 

5,007 

5,409 

4,830 

5J63 

4,441 

4,173 

94 

92 

100 

19 

97 

12 

77 

6.04 

615 

608 

689 

6.06 

572 

565 

93 

95 

94 

107 

94 

89 

87 

17,102 

18,259 

19.289 

18,103 

11.047 

15,594 

16,419 

89 

95 

100 

94 

94 

81 

86 

494 

446 

4.61 

387 

4.81 

4.97 

4.50 

113 

102 

106 

89 

110 

114 

103 

3,616 

4,031 

5,243 

4,375 

4.719 

4.354 

3.245 

4,555 

4,436 

3,692 

4,880 

5.109 

67 

74 

97 

81 

87 

10 

60 

84 

82 

68 

90 

94 

5.95 

5.77 

7 47 

6 03 

647 

579 

548 

6.60 

6 16 

6.39 

6 14 

6.07 

92 

89 

116 

93 

100 

90 

85 

102 

95 

99 

95 

94 

15.601 

14,458 

19.203 

17.636 

15.442 

15.067 

13.210 

16.810 

15.469 

16.489 

20.074 

14,665 

81 

75 

100 

92 

80 

78 

69 

88 

81 

86 

105 

76 

3.86 

4.83 

365 

4 11 

472 

4.99 

4.49 

4.11 

4.66 

3.30 

3.96 

5 74 

89 

111 

84 

94 

108 

114 

103 

94 

107 

10 

91 

132 

Southwest 4,181 

3.765 

4.078 

4.632 

81 

69 

75 

85 

631 

4.10 

3.69 

546 

98 

74 

18 

85 

16,760 

14,818 

15,656 

17.440 

87 

77 

82 

91 

4.14 

J.29 

4.38 

4 8 6 

95 

121 

103 

111 

Rocky MounUin 5.172 

3.556 

5,423 

3,040 

5,812 

95 

66 

100 

56 

107 

633 

4 86 

5 71 

4 14 

4.88 

98 

73 

88 

64 

76 

19,745 

15,854 

15,793 

14,737 

18,295 

103 

83 

82 

77 

95 

4.14 

462 

6 01 

498 

6.S2 

95 

106 

138 

114 

149 

CaSfoniia 

Hawaii 

Oregon 
m»f . _s ' . . 

8,450 

4,746 

5,420 

4,926 

5,913 

5,271 

156 

88 

100 

91 

109 

97 

5.16 

609 

6.95 

6.59 

6 57 

621 

80 

94 

108 

102 

102 

96 

21.392 

20.880 

21,621 

20,774 

17,789 

20,163 

112 

109 

113 

108 

93 

105 

7J9 

3.73 

3.60 

3.60 

306 

4.21 

174 

86 

83 

83 

116 

97 

SKVi ln s in Ibis tabic difTcr lUgblly from tbe 1992 

of papils B tbe l«o variiaiei of ^ o d b v per p ^ l md UK ntio ef pcpolatiaa 

while (all cnroUmmt tes « « vsed to ocau tbe ratios tn Table 4 

ga ia Table 4. 

to pi^ils far this idcatity-.avai|e daih' atlmdncc data were oaed to o c the papolMMi lu piaiil nuos ia tbli laUc. 

Sovcc: StevcaD.aeU«ra/.,'HewFmdia8orPiDpxnufarCUttnVwtaAmeagthe30Slalcs'pnpndferTtacFtaanGePrDieeLMa>' 1999. 



Implications for the Future 

The salience of income and demographic factors in explaining per-pupil spending pattems 
and trends has two significant implications for education spending over the next decade. 
First of all, it is clear that more modest income growth and sharply increasing enrollments in 
most states mean that they will not witness growth rates in per-pupil education spending that 
were commonplace during the 1970s and 1980s. As illustrated in Figure 1, school enrollment 
is projected to increase substantially through 2005, in sharp contrast to the declines that 
occurred in the 1970s and early 1980s. At the same time, growth in per capita income is 
projected through 2005 to be slower than the growth trends the nation has experienced in 
each half-decade since 1970, with the exception of the 1990-94 period. It appears that recent 
income and enrollment changes have already contributed to dramatic slowdovms in per-
pupil spending growth during the early 1990s. The future outlook for these variables likely 
will further dampen per-pupil spending gains through the year 2005. Further, these 
projections do not take into accoimt the looming cutbacks in federal aid outside the education 
arena. These are likely to exacerbate fiscal pressures on the education sector as competition 
for available state and local dollcirs becomes more intense. It may, in fact, be difficult for 
overall educational effort levels to remain stable in the coming decade in the face of such 
competition. 

Second, it is extremely unlikely that disparities among states in their spending levels 
will be reduced much in the years ahead. Projections for income growth in the lowest-
spending states are comparable, by and large, to those of the highest-spending states." And 
while a few of the lowest-spending states like Louisiana, Mississippi, and North and South 
Dakota are projected to experience relatively small increases in enrollment growth, they are 
also among the states that are most dependent on federal aid" and thus most likely to be 
affected by grant-in-aid cutbacks. Of the 10 highest-spending states, only three (Alaska, 
Maryland, and New Jersey) have higher-than-average projected enrollment growth through 
2005.'" 

KEY FINDINGS: PATTERNS AND TRENDS IN NON-EDUCATION SPENDING 
State spending on non-education children's services is considerably smaller than state 
education spending." In 1992, total non-education spending on children by states was about 
one-tenth the amount spent by states on education, representing 44 cents per $100 of personal 
income nationally. While the national ratio of education to non-education state spending was 

" U.S. Department of Commerce, Bureau of Economic Analysis, Survey of Current Business, 
July 1995, Table D. 
" Gold et al., "How Funding Varies," May 1995, Tb. 2-6. 

U.S. Department of Education, National Center for Education Statistics, Projections of 
Education Statistics to 2005 (NCES 95-169) (Washington, D.C: Govemment Printing Office, 
1995), Tb. 46. 
" As noted in Section 2, state spending on non-education children's services is defined for 
purposes of this paper as state and local govemment contributions to the nine largest federal 
matching programs. 
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FIGURE 1 

STATE SPENDING 
ON CHILDREN'S SERVICES 

Comparisons of 10 Highest and 10 Lowest 

Spending States on Three Key Factors, 1992 

Education Spending 

Numt>er o f states 
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Sources: 1 per-pupil spending and public school enrollment-Natioiul Center for Education Statistics, Digpst of EducaHnn Stat«Hcs. 
1994 and Pmjprtions of Education Statistics to 2005: capita income growth-Bureau of Economic Analysis, 1 Jrical data and 
projections for 200 and 2005 contained in Sunify of Current Business, July 1995; and calculations by The Finance Project 



close to 10 to 1, the level of spending on each was considerably closer in two of the largest 
states-California and New York-and considerably more disparate in many of the southem 
and westem states (Table 9). 

The variation among states in spending on non-education programs differs among 
programs, but overall is much greater than the variation in education spending. The ratio 
between the highest- and lowest-spending states in 1992 education spending per pupil was 3 
to 1. Total non-education spending per poor child, however, varied from $3,670 in Alaska to 
$322 in Mississippi, or by a ratio of 11 to 1. In general, states in the Northeast, Midwest, and 
Far West regions had higher-than-average levels of non-education spending per poor child, 
while states in the Southeast, Southwest, and Rocky Mountain regions had lower-than-
average levels of spending. While the ratio between the highest- and lowest-spending states 
for Medicaid spending per poor child was 9 to 1, the variation was much greater—$2,074 to 
$100, or a ratio of 21 to 1—for AFDC spending per poor child (Table 10). 

An important factor setting the context for state spending on non-education programs is 
the large degree of federal involvement in this area relative to the education area. Federal aid 
to education is a small share of total education spending. Nationally, it made up less than 7 
percent of total elementary-secondary education spending in 1992. By contrast, the federal 
influence is much greater in the non-education area. Not oiUy does the federal goverrunent 
set the basic parameters of the programs and some minimum standards, it provides a 
significant amount of the total funding. Matching rates (the percentage of state costs 
reimbursed by the federal govemment) for each of the programs are at least 50 percent-
ranging up to 80 percent for the poorest states-in many of the programs, including the 
largest programs of AFDC and Medicaid. Thus, the variability in non-education spending 
per poor child would, in all likelihood, be reduced somewhat if we examined total (i.e., 
federal cmd state) spending, rather than state investments alone. However, even when 
considering total spending, the variation in spending on non-education progrcuns among the 
states appears to remain greater than the variation in education spending." 

Between 1985 and 1992, overall growth in real state spending on non-education 
children's prograins was substantial. Spending on these programs per poor child rose 56.4 
percent in the average state. Most of this increase was due to rapidly rising Medicaid 
expenditures, with the average state experiencing a 169-percent increase over the seven years. 
Compared with the growth of Medicaid spending, growth in AFDC spending was relatively 

" This is especiaUy true for AFDC, where the ratio between the highest-spending state 
(Alaska) and the lowest-spending state (Mississippi) becomes 8.3 when those states' spending 
per poor child is adjusted by the appropriate matching rate. The ratio between the highest-
and lowest-spending states on children's Medicaid spending per poor child becomes 3.6. 
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State Spending on Children's Servicgs 
per SIQO Personal Income. 1992 

Education 
Spending* 

Non-Education 
Spending** 

Ratio of Education 
to Non-Education 

Spending 

United States $0.44 

New England Connecticut 
Maine 
Mauachusetts 
New Hampshiic 
Rhode Island 
Vennont 

4.31 
5.23 
3.68 
4.00 
444 
6.24 

041 
0.41 
0.53 
0.31 
0.57 
049 

10.5 
12.7 
6.9 

12.6 
77 

128 

Mid-Atlantic Delaware 
Maryland 
New Jersey 
New York 
Pennsylvania 

4.14 

399 
5.02 
4.78 
4.42 

0.38 
0.40 
0.32 
0.82 
0.42 

11.0 
101 
15 9 
59 

10.4 

Great Lakes Illinois 
Indiana 
Michigan 
Ohio 
Wisconsin 

3B9 

4.69 

5.23 

4.63 

5.17 

0.40 
0.29 
057 
0.45 
0.40 

9.8 

16.3 

9 2 

10.2 

12.9 

Plains Iowa 
Kansas 
Mirmesota 
Missouri 
Nebraska 
North Dakota 
South Dakota 

4.94 
4.46 
4.61 
3.87 
4.81 
4.97 
4.50 

0.31 
029 
043 
OJO 
0.29 
0.25 
0.21 

15.6 

15.2 

10.7 

13 1 

16.4 

20.2 

21.2 

Southeast Alabama 
Arkansas 
Florida 
Georgia 
Kentucky 
Louisiana 
Mississippi 
North Caroliiu 
South Caroliiu 
Tennessee 
Viiginia 
West Virginia 

3.86 

4.83 

3.65 

4.11 

4.72 

4.99 

4.49 

4.11 

4.66 

3.50 

3.96 

5.74 

017 
0.23 
034 
034 
0.36 
0.33 
023 
O30 
0.24 
0.32 
0.24 
0.30 

22.3 

20.8 

10.8 

12.0 

130 

15.2 

194 

13.6 

19.7 

11 0 

16.7 

19.1 

Southwest Arizona 
New Mexico 
Oklahoma 
Texas 

4.14 

5.29 

4.58 

4.86 

0.24 
032 
035 
0.25 

17.5 

16.3 

13.0 

19.8 

Rocky Mountain Colorado 
Idaho 
Montaru 
Utah 
Wyoming 

4.14 
4.62 
6.01 
4.98 
6.52 

0.29 
019 
029 
0.25 
0.27 

14.4 

24.9 

21.0 
19.8 
23.7 

Far West Alaska 
CaUfomU 
Hawaii 
Nevada 
Oregon 
Washington 

7.59 

3.73 

3.60 

3.60 

5.06 

4.21 

0.7S 
0.71 
040 
024 
033 
0.47 

101 
5.3 
91 

15.0 
15.5 
8.9 
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Table 10 

Sute Spgnding on Children's Services. 1992 

New England Conncctintl 
Maint 
MuuchuMtti 

Ntw Hampthin 

Rhode UUnd 

Vc^nont 

Education 
Spending 
per Pupil 

$11,1117 

5, «2 

6,4I>I 

5.7V11 

6M6 

6, <M4 

Non-Education Spending 

per Poor Child 

Total* AFDC Medicaid 

i j m 

3,142 

2 M I 

34176 

2.S2K 

U13II 

17311 

1.4M 

HJ151 

442 

Hf.5 

V5H 

K3I 

Mid-Atlantic Delaware 
Maryland 
New Jersey 
New Ydik 
Peniuylvania 

6A7V 

VJ17 

8J27 

6,tl3 

2.52f' 

25111 

2.IU 

3J7V 

Ut72 

1,1511 
1,4 

K3H 

UTS 

fi53 

675 

Great Lakes 
Indiana 
Michigan 
Ohio 
Wiacoiuin 

5,6711 

5J17< 

63(* 

5.6V4 

6,13V 

l,4H3 

V7I 

1JI25 

l.V2(l 

76(1 

333 

1JP»l 

K7I1 

4** 

4711 

417 

5H6 

42V 

Iowa 
Kansas 
MinncsDla 
Missouri 
Nebraaka 
North Dakota 
South DakoU 

5W6 

5A17 

5,4I» 

4.8311 

5J63 

4.441 

4.173 

1.611 

U74 

1.657 

1JH9 

1J33 

V31 

73(1 

TIS 

546 

M2 

474 

4SV 

352 

2S( 

577 
m 

414 

2K6 

5113 

JVK 

275 

Southeast Alaliama 
Arkansas 
Florida 

C c o i ^ 

Kentudiy 
Louislaiu 
Mississippi 
North CaioUiu 

South Caroliiu 
Ttiuicssce 
Virginia 
Wssi Virginia 

3«16 

4JI3I 

5J43 

4J75 

4.7H 

4JS4 

3J45 

4355 

4.436 

3jm 

4JWII1 

5.109 

436 

326 

1,141 

»3C1 

H67 

4V1 

322 

UI711 

54V 

flll6 

1,4<11 

64V 

132 

134 

5C«1 

436 

31(1 

133 

1(11 

435 

173 

245 

611 

245 

156 

261 

475 

31H 

3211 

236 

12(1 

435 

227 

423 

502 

263 

Southwest Arlxona 
New Mexico 
Oklahoma 
Taxaa 

4J81 

3.765 

4JI71I 

4,632 

646 

5VI 

933 

605 

263 

376 

177 

NA 

2(« 

Rocky Mountain Colorado 
Idaho 
Montana 
Utah 
Wyoming 

5.172 

3J5* 

5.423 

3m' 
SHU 

IJWI 

53H 

NI3 

Mil 

577 
m i 

363 

3(W 

541 

1V(1 

266 

243 

467 

Far West Alaska 
California 
HawaU 
Nevada 

Waahington 

«.4J» 
4.746 

5,42(1 

44126 

5.V13 

5J71 

3,67(1 

2J54 

2JH5 

1.25V 

1.446 

2743 

2J174 • 

l/i5K 

1J61 

4V3 

767 

1>42 

1.1SI5 

344 

4tn 

576 

345 

617 

Ratio between Highest- and 

Lowest-Spending States 

Sf^Statc Average 
Standard Deviation 
Coefficient of Variation 

5J3I1 

1J23 

025 

743 

338 

0 72 

4n 
2311 

OJO 

' tndudi atito ̂ Mndeig uuldMiJ by litv bd«ral stwaiiuiwil lur Sw nim Urnvtl Mvral nutdiina pmnraan bnwfiliim 

dilUrcn. Time ntn* pmsraimm: AFDC. AFDC dilU a n . Medicaid (Itw piwlitm iltrilMUUv ki diiUnra). kmtur 

cam, Bukmulsnd dlild llMllh, dlild «ipfaft.al.«iikdtildoiT. tdflfitaniawtlantt, and diiM mrlfan. 

Smooi: SMnD.C«ddir^,-Hnwh»idtnR(rfPri5trui»inratiUTCnVari«>AaMialfwS0S(a^.-p»|Mi«dli»T>i> 

Ftnanoi Praiacl Majr 1 a n d caindallom by Tlw Ftiuna Pn^cL 



small. Real spending on AFDC per poor child increased 19 percent in the average state over 
the same time period.̂ ' 

These overall changes mask large variations in the changes occurring among states. 
Three states (Michigan, Minnesota, and Wisconsin) experienced overall decreases in non-
education expenditures per poor child, v̂ rhile increases in the other states ranged up to 133 
percent. Every state experienced an increase in Medicaid expenditures per poor child, but 
growth rates ranged from less than 10 percent in Califomia to over 300 percent in five states 
(Florida, Rhode Island, South Dakota, Texas, and Virginia). Funding changes in AFDC were 
particularly diverse: About one-third of the states-including Califontia, New York, and 
some of the other large states—decreased AFEXI spending per poor child by as much as 45 
percent, while another roughly one-quarter of the states increased spending by at least 30 
percent and as much as 123 percent (Tables 11 to 13). 

The federal iiifluence on state non-education spending decisions is particularly 
noHceable in the Medicaid spending changes that states made between 1985 and 1992. 
Nearly all of the states with above-average increases in Medicaid spending per poor child 
between 1985 and 1992 had below-average levels of spending in 1985 (this pattem is 
especially prominent among states in the Southeast region). Increases in spending in these 
states can be at least partly attributable to new federal requirements during this period that 
expanded Medicaid eligibility and services for children.̂  These new requirements probably 
played a role in the reduction of interstate disparities in Medicaid spending levels for 
children by 24 percent between 1985 and 1992. Despite the large percentage increases in 
spending made by these states, however, many still had below-average levels of spending per 
poor child in 1992 (Table 12). 

What explains these pattems of spending across states and over time? As in the 
previous section, we focus on the influence of service needs, fiscal capacity (ability to pay), 
and fiscal effort (willingness to pay) on spending levels per poor child. Below, we 
hypothesize how each factor might affect state spending on non-education services, and then 
examine state spending in relation to indicators of these factors. From these analyses, we 
draw implications for future state spending on non-education children's services. 

'̂ Because of decreases in AFDC spending per poor child in Califomia, New York, and other 
large states, the average increase for the United States as a whole (as contrasted with the 
average increase among the 50 states that is given above) is even smaller: 5.5 percent. 
Furthermore, looked at over a longer period, AFDC spending measures have actually 
decreased. Between 1975 and 1992, the U.S. average of state AFDC spending per poor family 
decreased 31.1 percent, and in relation to personal income it decreased 36.5 percent (Gold et 
al, "How Funding Varies," May 1995, Tb. 5-10). 
^ For example, federal legislation passed in 1989 required states to cover pregnant women 
and children up to age 6 with incomes under 133 percent of the poverty level. Legislation 
passed in 1990 required states to begin to phase in coverage of all children with family 
incomes under 100 percent of the poverty level. 
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Table 11 

Growth in Real Spending per Poor C h i l d 

on Non-Eduratinn Children's Programs.' 

1985 1992 Percentage 

Spending per Spending per Change in 

Poor Child Poor Child Real Spending 

(in $1992) (in $1992) 198542 

New England Connecticut 
Maine 
Massachusetts 
New Hampshire 
Rhode Island 
Vermont 

$2,452 
1,082 
2.260 
U I O 
1.299 
1.084 

$3366 

1,408 

2,919 

2J19 

2,816 

2J2U 

37.37.. 

30.1'>i. 
29.2% 
91.7'X. 

116.8% 
103.97.. 

Mid-Atlantic Delaware 
Maryland 
New Jersey 
New York 
Peniuylvania 

1422 
U34 
1,156 
2,098 
M08 

2,444 
2 W 
2,069 
2376 
1315 

lOO.O'X. 

68.3'>:, 

79.0'X. 

22.8% 

28.9'X. 

Great Lakes Illinois 
Indiana 
Michigan 
Ohio 
Wiscoiuin 

U47 
589 

1,909 
1313 
1,930 

1373 
903 

1,632 
1,659 
1,741 

10.1% 
53.1% 

-14.5'>I. 
26.3% 
-9.8% 

Plains Iowa 
Kansas 

Minnesota 
Missouri 
Nebraska 
North Dakota 
South Dakota 

1,036 
1,022 
1,705 

668 
742 
712 
389 

1,491 
1.135 
1338 

909 
1J36 

835 
686 

44.0'X. 
ILCH. 
-9.8% 
36.1'X, 
66.4% 
17.37. 

7f>.57.. 

Aikansas 
Rorida 
Georgia 
Kentucky 
Louisiana 
Mississippi 
North Carolina 
South Canlioa 
Tennessee 
Viiginia 
West Viiginia 

219 
272 
475 
426 
478 
421 
190 
470 
334 
329 
754 
428 

419 
498 

1,085 
879 
763 
445 
313 

1,047 
510 
766 

1351 
627 

91.1% 

83.3% 

128.4% 

106.47. 

59.8')i, 
5.7'X. 

64.6% 
122.9'C. 
52.5% 

133.0% 
79.2% 
46.3% 

Arisona 
New Mexico 
Oklahoma 
Texas 

263 
347 
779 
263 

586 
551 
906 
561 

m.O'X. 
S8.9"X. 
16.3'X. 

113.2% 

Rocky Mountain Colorado 
Idaho 
Montana 
Utah 

Wyoming 

884 
329 
621 
599 
689 

1,178 
516 
765 
762 

1210 

33.3% 
56.9K, 
2337. 
27.1% 
75.5% 

Alaska 
California 
Hawaii 
Nevada 
Ongon 

Washington 

2J66 
2,068 
1368 

558 
813 

1,797 

3,458 
2,123 
2,002 
U12 
1310 
2,611 

52.6% 
2.711. 

2777.. 
117.4% 
61.27. 
45.3% 

so-State Average 

Standard Deviation 

Coefficient of Variation 

970 

624 

0.64 

1396 

805 

038 

56.4% 

39.4% 

0.70 

' iK ludc i stsle matching paymcnb fnr m e n nf the nine laritcsl fadtoal matching pniKranM benefiting children. 

T i n e prnfirams are AFDC AFDC child cart, ktodicaid (the portiim attrlliulable In childim). msarnial and child 

tolth, child support ei lfmuii i tnl, al-riik child care, and child welfare wttylen. Spendtnfi fnr the haler care and 

•doptinn piunisiiia is cxdudH bacaine state tiy tiale data was unavallsMe fnr IMS. 

Siiurcr Steven D. Gold r«sf.."Hnw Funding of Pmftraim fnr Qsldlen Varies Amnr^ the 50 Slstei.''pnparKl 

for The Finance PmfSCt. May 1W5, and Finance Prcjaci cakulatiims. 



Iat2l£j2 

Growth in Real Meiiicaid Spending on Children 
per Poor Child, 1985-1992 

1985 1992 Percentage 
Spending per Spending per Change in 

Poor Child Poor Child Real Spending 
(in $1992) (in $1992) 1985-92 

New England Connecticut 
Maine 
Massachusetts 
New Hampshire 
Rhode Island 
Vermont 

»573 
204 
507 
310 
112 
153 

$1,051 
442 
865 
958 
831 
463 

83.27., 

116.6% 

70.67,. 

209.3'X. 

644.0'};, 

203.5'a, 

Mid-Atlantic Delaware 
Maryland 
New Jersey 
New York 
Permsylvania 

266 
523 
392 
514 
359 

838 
875 
653 
924 
675 

213.3'>:. 
67.4'>1. 
66.5'X, 
79.67., 
87.87. 

Great Lakes Illinois 
Indiana 
Michigan 
Ohio 
Wisconsin 

263 
164 
347 
342 
206 

499 
478 
417 
586 
429 

89.7X. 
192.3'X. 
20.2'X. 
71.4% 

108.1% 

Plains Iowa 
Kansas 
Minnesota 
Missouri 
Nebraska 
North Dakota 
South Dakota 

263 
297 
368 
131 
166 
246 
67 

577 
393 
414 
286 
503 
298 
275 

119.4% 
32.5% 
12.5% 

119.2% 
203.8% 
21.2'X. 

3124% 

Southeast Alabama 
Arkansas 
Florida 
Gcoigu 
Kentucky 
Louisiana 
Mississippi 
North Carolina 
South Carolina 
Termessee 
Virginia 
West Virginia 

40 
90 
99 
89 
125 
114 
44 
120 
70 
126 
93 
110 

156 
261 
475 
318 
320 
236 
120 
435 
227 
423 
502 
263 

286.27. 
188.8'X. 
380.4% 
258.2% 
156.0%. 
107.7'X, 
174.1% 
263.9'X, 
225.27,, 
236.8'X. 
439.7X, 
139.2% 

Southwest Aiizona 
New Mexico 
Oklahoma 
Texas 

NA 
73 

302 
60 

NA 
208 
411 
2% 

NA 
186.4'X, 
36.0'X, 

396.3% 

Rocky Mountain Colorado 
Idaho 
Montana 
Utah 
Wyoming 

187 
52 

141 
156 
120 

441 
190 
266 
243 
467 

136.3% 
266.6% 
89.07. 
55.9'X, 

288.7X, 

Far West 
Califomu 
Hawaii 
Nevada 
Oregon 
Washington 

548 

319 

279 

145 

110 

286 

1,085 
344 
487 
576 
345 
617 

97.9'X. 
7.9'X, 
74.5% 
297J'X, 
213.5'X, 
115.5% 

50-State Average 
Stuidajd Deviation 
Coefficient of Vaiialian 

218 

144 

0.66 

478 

238 

0.50 

168.6% 

124.2% 

0.74 

Snumr Steven D. Gold ttal., "Hiiw Funding of Pmf>rams fiv Childivn Varies Anum); the 90 States,' 
pfvpaivd fiv The Finance Pn̂ ect May IWS, and Fuiance Pn^l calculatiiau. 



Growth in Real AFDC Spending 
per Poor Child. 1985-1992 

1985 1992 Percenta 

Spending per Spending per Change i 

Poor C h i l d Poor C h i l d Real Spen 

(in $1992) (in $1992) 1985-9 

New England Connecticut 

Maine 

Massachusetts 

New Hampshir 

Rhode Island 

Vermont 

$1,737 

727 

1,607 

681 

1,099 

790 

$2,046 

809 

1,780 

1,038 

1,730 

1,454 

17.87, 

11.2% 

10.8'X. 

52.57. 

57.5'X, 

84.1% 

Mid-Atlantic Delaware 

Maryland 

New Jersey 

New York 

Permsylvania 

768 

620 

647 

1,486 

939 

1,072 

1,088 

1,158 

1,480 

938 

39.57, 

75.5% 

79.0'X, 

-0.47,, 

-0.27, 

Great Lakes Illinois 

Indiana 

Michigan 

Ohio 

Wisconsin 

921 

347 

1,481 

893 

1397 

760 

333 

1,090 

870 

1,084 

-17.57., 

-4.17, 

•26.47, 

-2.67. 

-32.17, 

Plains Iowa 

Kansas 

Mirmesota 

Missouri 

Nebraska 

North Dakota 

South Dakota 

686 
628 

1.204 
446 
471 
349 
224 

705 
546 
932 
474 
459 
352 
259 

2.87. 
-13.17. 
-22.6% 
6.2% 
-2.6% 
0.9% 
15.7'X. 

Southeast Alabama 

Aikansas 

Florida 

Geoigu 

Kentucky 

Louisiana 

Mississippi 

North Caraliru 

South Carolina 

Teimcssce 

Viiginia 

West Viiginia 

111 

112 

316 

268 

266 

241 

88 

254 

175 

140 

564 

247 

132 

134 

500 

436 

310 

133 

100 

435 

173 

245 

611 

245 

18.37, 

19.m. 

58.57, 

62,87. 

16.87, 

-44.97. 

12.97, 

Tl.ffX. 

-i.o-x, 
74.6% 

8.4% 

-0.7'X. 

Southwest Aiizona 

New Mexico 

Oklahoma 

Texas 

210 

222 

400 

158 

468 

263 

376 

177 

123.3% 

18.57, 

-5.9'X. 

12.07. 

Rocky Mountain Colorado 

Idaho 

Montana 

Utah 

Wyoming 

586 

186 

384 

287 

464 

577 

190 

363 

308 

541 

-1.6% 

2J.% 

-5.4% 

7.2% 

16.5% 

Far West Alaska 

Califomia 

Hawaii 

Nevada 

Oregon 

Washington 

1346 

1,679 

1,182 

305 

597 

1390 

2,074 

1.658 

1361 

493 

767 

1*42 

34.2% 

-1.2% 

15.1% 

61.4% 

28.5% 

18.2% 

50-State Average 

Standard Deviation 

Coefficient of Variation 

655 

486 

0,74 

743 

538 

0.72 

19,0'X, 

33.47, 

1.76 

Source: Steven D. Cnid eli l ., "Hiw Fundinc of Prognms for Children Varies Amni; the 30 Stales,' 

pnpand fnr The Hnance Pmiect, May 1 WS, and FinancT Pniiect calculabms 



Non-Education Spending and Need: An Inverse Relationship 

The number of children in poverty is a rough proxy for the size of the population potentially 

requiring non-education children's services. Unlike education, for which eligibility is 

universal, eligibility for non-education children's services tends to be categorical and means-

tested. Although income eligibility varies among (and within) programs, most of the 

programs are targeted on children or families who are poor or near poverty. Thus, the 

number of children in poverty provides a consistent and reasonable approximation of the 

relative size of the population in need of services across states and over time. As shown in 

Figure 2 below, although the child poverty rate and the number of children in poverty have 

tended to fluctuate with the business cycle, both nationally have been on an overall upward 

trend since 1970 and especially since the late 1970s. Most recently, child poverty rates 

increased from 19.5 percent in 1988 to 22.7 percent in 1993 before declining to 21.8 percent in 

1994. 

Figure 2 
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• Percentage in Poverty Number in Poverty (in millions) 

1970 1980 1990 1994 

Percentage of Childre 15.1 18.3 20.6 21.8 
in Poverty 

Number of Children 10.4 11.5 13.4 15.3 
in Poverty (in millions) 

Source: U.S. Department of Commerce, Bureau of the Census. 
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To examine the influence of service needs on state non-educahon children's spending, 

we use the ratio of population to poor children to express the number of children in poverty 

in relation to the size of the total population. Higher overall levels of need may create 

increased demand for more generous spending levels per poor child. On the other hand, 

states with greater numbers of poor children in the populahon may attempt to spread their 

spending on these politically unpopular services more thirJy among poor children. Given the 

opposite directions in which these two considerations point, what is the actual relationship 

between the need for, and actual state spending on, non-education children's services? 

The need for spending on non-education children's services in 1992 was highest in the 

Southeast and Southwest regions, and lowest in the New England, Mid-Atlantic, and some 

Far West states. As noted earlier, however, spending per poor child on total non-education 

services had a nearly opposite regional pattem. Thus, we find an inverse relationship 

between our measure of need and state spending per poor child on non-education children's 

services; that is, spending per poor child tends to be lower where the incidence of poor 

children is higher. In 1992, for example, the correlation between spending per poor child and 

overall need was -0.65. The extent of this relationship is approximately the same for AFDC 

and Medicaid, the two largest programs comprising state spending on non-education 

children's services: The correlation between Medicaid spending per poor child and need in 

1992 was -0.63, and for AFDC, it was -0.55. This relationship, while much weaker, also holds 

for changes in state spending and need between 1985 and 1992 for total non-education 

spending (-0.18) and Medicaid (-0.21), but not for AFDC, where the data show virtually no 

relationship. 

Non-Education Spending and Fiscal Capacity: A Strong Relationship 
As discussed earlier in this report, fiscal capacity (as measured by per capita income) would 

be expected to play an important role in influencing state spending levels, and in fact is 

highly correlated with education spending per pupil. Fiscal capacity exerts a similarly strong 

influence on state non-education children's spending. The correlation between 1992 per 

capita income and total non-education spending per poor child is 0.83 (Table 14); for AFDC, it 

is 0.80; and for Medicaid, it is 0.82. As in the education area, correlatioi\s between changes in 

per capita income and in non-education children's spending per poor child between 1985 and 

1992 are weaker but still noteworthy: 0.26 for total non-education spending, 0.24 for AFDC, 

and 0.21 for Medicaid." " 

" In the case of state spending on non-education children's services, service needs and fiscal 
capacity are moderately correlated: -0.61. Thus, the states faced with relatively high needs 
for non-education children's services also tend to be the ones with fewer resources to meet 
those needs, and vice versa. 
" A recent report of The Urban Ir\stitute contains findings similar to ours regarding the 
influences of need and fiscal capacity on Medicaid spending. That report finds that 
expenditures appear to increase as a state's tax capacity increases and as the cost to taxpayers 
of providing services decreases. These factors affect state policy formation which, in tum, 
affects expenditures. See Martcia Wade, Kathleen Adanis, and Stacy Berg, Analysis ofthe 
Recent Expansions in Medicaid Costs (Washington, D.C-: The Urban Institute, July 1994), p. iii . 

THE FINANCE PROJECT 31 



l a h k i l 

Total Non-Education Children's Spending per Poor Child* 

in Relation to the Ratio of Population to Poor Children 

and Per Capita Income. 1992 

Non-Education Spending 

per Poor Child 

Amount 

Ratio of Population 

to Poor Children 

Ratio Kaok 

Per Capita Income 

Blnk 

United States $IJ80 187 $19,199 

Alaska 3/,7r> 1 23.3 22 21392 7 

Connecticut 3S31 2 33.2 3 25M4 1 

New York 3Xri 3 17.6 35 22,925 3 

MassachusetU 3,142 4 26.0 13 22796 4 

Rhode Island 3/176 5 r.6 10 19,451 17 

Washington 2.743 6 294 6 20,16.1 13 

New Hampshire TJ*» 7 39.3 1 20,%1 8 

Vennont ISll. fl 29.3 7 17,811 27 

Delaware VU. 9 33.4 2 20J17 12 

Maryland 2510 10 284 K 22,483 5 

Califomia 2354 11 16.1 40 20,880 9 

New Jersey 2.162 12 27.7 9 24,744 2 

Pennsylvania 2j06R 13 25.0 17 19,638 16 

Hawaii 2JCM5 14 244 18 21.621 6 

Wisconsin 1,92D 15 269 11 17,970 26 

Michigan 1,125 16 17.3 36 18,693 20 

Ohio t j l l l 17 22J 23 ISJIOl 25 
Minnesota 1,657 IS 20.2 28 19J89 18 

Iowa U 1 1 19 304 4 17,102 33 

Maine 1J00 20 209 27 17J30 31 

I l l inois 1.483 21 18.2 32 20,622 11 

Oregtm 1,446 22 25.4 16 17,789 28 

Vi ig in ia 1,401 23 29.8 5 20,074 14 

Nebraska 1J33 24 254 15 I8JM7 24 

Colorado 1J)W 25 234 21 19,745 15 

Kansas 1J74 26 24.0 20 18J59 22 

Wyoming 1.263 27 25.6 14 18J95 21 

Nevada \3Si 2K 26.0 12 20,774 10 

HoricU 1,141 29 17.8 34 19,203 19 

North Carolina \m 30 21J 2S 16JI10 34 

Missouri MAI 31 19.7 29 18,105 23 

Indiana 971 32 19.7 30 17,275 32 

Oklahoma 933 33 17J 37 15,656 40 

North Dakota 931 34 24J 19 15394 42 

Geoigia 930 3S 15.7 42 17A>6 29 

Kentucky f»7 36 15.6 43 15,442 44 

Tennessee 806 37 153 44 16,489 36 

Montana B03 38 181 33 15,793 39 

Utah W l 39 22.2 24 14,737 47 

South Dakota 730 40 21J 26 16,419 37 

West V i i g i n u 649 41 14JI 46 14.665 48 

Arizona 646 42 16.6 38 16,760 35 

Texas 605 43 144 47 17,440 30 

New Mexico 591 44 ru, 48 14,818 46 

South Carol i iu 549 45 15.2 45 15,469 43 

Idaho S3fl 46 188 31 15.854 38 

Arkansas 526 47 15.8 41 14,458 49 

Louisiana 491 48 10.0 SO 15i)67 45 

Alabama 436 49 16J 39 15/01 41 

Mississippi 322 SO 10.6 49 13J10 SO 

'Include* ual* (pending i nalctMd by Ihe hdexal ml for lh« niiw bf| VMltit Tal malchinK pnifinnM b*n ifhinK childnm. 

Thew nine progiaiM are: AFDC, AFDC cMUa IR, litadicaid (Uw pocliin an libulabli 1 bt childiwn). fiMm caic. m •Irfnalafid 

child heallh, child tuppoR, •l.ri i l i child caie, adi optitwawi • l a m , and child « •dian. 

Siwran: Non-adiM 

ptvpanrd for Tlw Finmor' Pn^Kt It4ay 1W5; Child powtty 

and calcubtiim by Tha FinMct ProfKt 
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Non-Education Spending and Fiscal Effort: A Strong Relationship 
As noted earlier, all else being equal, a state expending a greater fiscal effort (spending in 
relation to fiscal capacity) would be expected to have higher spending levels than one making 
a lesser fiscal effort. In a now-familiar pattem, states making the greatest fiscal effort in 
funding non-education children's services tend to be in the Northeast, Midwest, or Far West 
regions (including New York, Califomia, and some of the other large states), while states 
making the least fiscal effort tend to be in the Southeast, Southwest, and Rocky Mountain 
regions. The correlation between 1992 state spending on non-education children's programs 
per poor child and state fiscal effort to support these programs is quite high (0.78 overall), 
confirming that the proportion of state income devoted to non-education children's programs 
is strongly associated with spending levels per poor child (Table 15). Changes between 1985 
and 1992 in fiscal effort for and spending on non-education children's programs are also 
strongly correlated (0.80 for all programs). 

These findings differ from our findings in the education area, where we found a much 
weaker association between fiscal effort and per-pupil spending. In education, states 
spending the most per pupil are only somewhat more likely to be making high fiscal effort as 
low fiscal effort. By contrast, states spending the most on non-education programs per poor 
child tend not oi\ly to have high fiscal capacity and low overall service needs, but they almost 
invariably devote relatively large proportions of their state income to these progr£ims. 
Sinularly, states spending the least tend to devote smaller income shares to these programs. 

Examining Interstate Spending Differences 
Table 16 shows, for each state, the components of the identity that relate need, fiscal capacity, 
and fiscal effort to levels of non-education spending per poor child." Each variable is shown 
in index form, permitting easy identification of the factors influencing the level of spending 
per poor child in each state. From this table, for example, we can see that Permsylvarua's 
relatively generous level of spending per poor child (31 percent above average) is primarily a 
function of a favorable population-to-poor-child ratio (34 percent above average), while its 
fiscal capacity and effort are close to average. Michigan, on the other hand, exerts a fiscal 
effort that is 28 percent above average, but achieves a per-child spending level that is orUy 15 
percent above average because of a need level that is somewhat (8 percent) higher than 
average combined with a capacity level that is a bit below average. 

The prototypical pattem among high-spending states of low overall need, high fiscal 
capacity, and high fiscal effort can be observed most pronunentiy in Table 16 among certEiin 
states in the New England and Far West regions. The prototypical pattem among low-
spending states of high overall need, low fiscal capacity, and low fiscal effort can be seen in 

" Because of differences in the population data series used to construct the two variables of 
per capita income arid the ratio of population to pupils, the product of the three right-hand 
variables of the identity (the population-to-poor-child ratio, per capita income, and non-
education spending effort) does not exactiy equal the value of the left-hand variable of the 
identity (non-education spending per poor child) for each of the states. 
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lahltlS 

Total Non-F.ducation Spending per Poor Child* 

in Relation to Non-Educatinn .Spending 

per SIOO Pf monal Ingome. 1992 

Non-Education Spending 

per Poor Child 

Non-Education Spending 

per $100 Pereonal Income 

Amount Rink Amount Rank 

United States ilSKO ia.44 

Alaska 3/i70 1 075 2 

Connecticut 3J39 2 0.41 12 

New York 3,279 3 082 1 

Massachusetts 3,142 4 033 6 

Rhode Island 3X176 5 0.57 4 

Washington 2.743 6 047 K 

New Hampshire 2368 7 031 28 

Vermont 2328 8 049 7 

Delaware 2326 9 0J8 18 

Maryland 2310 10 0.40 14 

Califomia 2J54 11 071 3 

New Jersey 2.162 12 0J2 25 

Peimsylvania 2.068 13 0.42 11 

Hawaii 2.045 14 0.40 15 

Wisconsin 1,920 15 040 16 

Michigan 1,825 16 057 5 

Ohio 1,811 17 045 9 

Miimesota 1/157 18 043 10 

Iowa l / i11 19 OJl 29 

Maine 1300 20 0.41 13 

I l l inois 1.483 21 0.40 17 

Oregon 1.446 22 0.33 23 

Virginia 1/401 23 024 42 

Nebraska 1J33 24 0.29 33 

Colorado 1,288 25 029 34 

Kansas 1374 26 OJH 35 

Wyoming 1.263 r 027 38 

Nevada 1JS9 28 0.24 43 

Florida 1,141 29 0J4 21 

North Carolina 1X170 30 0.30 30 

Missoni i 1XM9 31 0.30 31 

Ind ia iu 971 32 02i 36 

Oklahoma 933 33 0.35 20 

Noi th Dakota 931 34 0.25 39 

Georgia 930 35 0J4 22 

Kentucky 867 36 036 19 

Tennessee 806 37 0J2 26 

Montana 803 38 0.29 37 

Utah 801 39 0.25 40 

South Dakota 730 40 0.21 48 

West Virginia 649 41 0.30 32 

Arizona 646 42 0.24 44 

Texas 605 43 0.25 41 

New Mexico 591 44 0J2 r 

South Carolina 549 45 024 45 

Idaho 538 46 019 49 

Arkansas 526 47 0.23 46 

Louisiana 491 48 0J3 24 

Alabama 436 49 0.17 50 

Mississippi 322 SO 0.23 47 

' Indudn ilalv tpviidiiig malchad by th* M t r a l nmrrnunnl for th« niiw \Mrypnt M r r a l nulchinff prqftraim 

bvmfiunK childnn. Thne mm pniffruTM an: AFDC, AFDC child can, hWdkaid (thv p<»tiim atthbutabb !•> 
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Table 16 
Determinants of Non-Education Spending per Poor Child 

Relative to the U.S. Average. 1992 

Non-Education 

Spending 

per Poor C h i l 

index 

(U.S.=100) 

Ratio of 

Populat ion to 

Poor Ch i ld ren 

Index 

(U.S.=100) 

Per Capita Index 

Income (U.S.°100) 

Non-Education 

Spending per 

$100 Peis. Inc. 

Index 

(U.S.1IOO) 

New England Connecticut 

Maine 

Massachusetts 

New Hampshire 

Rhode Istand 

Vennont 

$3339 

1300 

3,142 

2368 

3,076 

2328 

224 

95 

199 

163 

195 

160 

33J 
20.9 
26.0 
39.3 
27.6 
29.3 

178 
112 
139 
210 
148 
157 

S25344 

17330 

22,7% 

20,961 

19,451 

17,811 

135 
90 
119 
109 
101 
93 

S0.41 

0.41 

053 

0.31 

037 

0.49 

92 

93 

119 

70 

129 

109 

Mid-Atlantic Delaware 

Maryland 

New jeiscy 

New York 

Pennsylvania 

2326 

2310 

2,162 

3,279 

2,068 

160 
159 
137 
208 
131 

33.4 
28.4 
27.7 
17.6 
25.0 

178 
152 
148 
94 
134 

20317 

22,483 

24,744 

22,925 

19,638 

106 
117 
129 
119 
102 

038 

0.40 

0.32 

0.82 

0.42 

85 

89 

71 

184 

95 

Great Ukes Illinois 

Indiana 

Michigan 

Ohio 

Wisomsin 

1.483 

971 

U 2 5 

1,811 

1,920 

94 

61 

115 

115 

121 

18.2 

19.7 

17.3 

22.3 

26.9 

97 

105 

92 

119 

144 

20,622 

17275 

18,693 

18,001 

17,970 

107 

90 

97 

94 

94 

0.40 

0.29 

037 

0.45 

0.40 

90 

65 

128 

102 

90 

Plains Iowa 

Kansas 

Minnesota 

Missouri 

Nebraska 

North Dakota 

South Dakota 

1,611 

U 7 4 

1,657 

1,049 

1333 

931 

730 

102 

81 

105 

66 

84 

59 

46 

30.4 

24.0 

20.2 

19.7 

25.4 

24.3 

213 

162 

128 

108 

105 

136 

130 

114 

17,102 

18359 

19,289 

18,105 

18,047 

15394 

16,419 

89 

95 

100 

94 

94 

81 

86 

0.31 

0.29 

0.43 

030 

0.29 

0.25 

021 

70 

66 

97 

66 

66 

55 

48 

Southeast Alabama 

Arkansas 

Florida 

Geoigu 

Kentucky 

Louisiana 

Mississippi 

Ntirth Carolina 

South Carolina 

Tennessee 

Virginia 

West v i ig in i a 

436 

526 

1.141 

930 

867 

491 

322 

1,070 

549 

806 

1,401 

649 

28 

33 

72 

59 

55 

31 

20 

68 

35 

51 

16.3 

15.8 

17J 

15.7 

15.6 

10.0 

10.6 

213 

15.2 

153 

29.8 

143 

87 

85 

95 

84 

84 

54 

57 

114 

81 

83 

159 

79 

15,601 

14,458 

19203 

17,636 

15,442 

15,067 

13,210 

16310 

15,469 

16,489 

20,074 

14,665 

81 

75 

100 

92 

80 

78 

69 

88 

81 

86 

105 

76 

0.17 

023 

034 

034 

0.36 

033 

023 

0.30 

024 

0.32 

0.24 

030 

39 

52 

76 

77 

82 

74 

52 

68 

53 

72 

53 

68 

Southwest Arizona 

New Mexico 

Oklahoma 

Texas 

646 

591 

933 

605 

41 

37 

59 

38 

16.6 

12.6 

172 

14.4 

67 

92 

77 

16,760 

14318 

15,656 

17,440 

87 

77 

82 

91 

0.24 

032 

035 

0.25 

S3 

73 

79 

55 

Rocky Moimtain Colorado 

Idaho 

Montana 

Utah 

Wyoming 

12BS 

538 

803 

801 

U 6 3 

81 

34 

51 

51 

23.4 

183 

18.1 

222 

25.6 

125 

101 

97 

119 

137 

19,745 

15354 

15,793 

14,737 

18,295 

103 

83 

82 

77 

95 

0.29 

0.19 

0.29 

0.25 

0.27 

64 

42 

64 

57 

62 

Far West Alaska 

C a l i f o m u 

Hawaii 

Nevada 

Oregon 

Washington 

3,670 

2354 

2,045 

i;i59 

1,446 

2,743 

232 
149 
129 
80 
92 
174 

23.3 
16.1 
24.4 
26.0 
25.4 
29.4 

125 
86 
131 
139 
136 
157 

21392 

20380 

21.621 

20,774 

17,789 

20,163 

112 
109 
113 
108 
93 
105 

0.75 

0.71 

0.40 

0.24 

033 

0.47 

169 

159 

89 

54 

73 

107 

Sourer The Finance Traicct and data ccntaincd in Steven D. Gold ttal. , "How Funding of rrof^ranis for Children Varies AmonK ttw 50 States," prepared for The Finance Profect May 1995. 



most of the states in the Southeast and Southwest regions. The table also points up, however, 
some differences in conditions and political preferences among the states. Thus, for example, 
the differing fiscal effort choices of Minnesota and Missouri result in substantially different 
service levels in those states despite their similar levels of need and capacity, while the 
similar levels of spending per poor child in Kansas and Nevada are arrived at through 
different combinations of factors in each state. 

Implications for Future Spending 
Our findings suggest that many states will have a difficult time maintaining, much less 
increasing, their current non-education children's spending levels per poor child. The likely 
direction of change in most states on all three factors relating to such spending-need, fiscal 
capacity, and fiscal effort—leads to this conclusion. And, when coupled with impending 
cutbacks in federal spending, it is even more likely that overall service levels (per poor child) 
for non-education children's programs will be reduced in the years ahead. Furthermore, 
based on the relationships we found relating need, fiscal capacity, and fiscal effort to 
spending levels, it is all but certain that large disparities among states in spending on these 
programs will remain. 

The trend in child poverty has been an overall increase since the late 1970s. Because the 
level of state spending per poor child on non-education programs is inversely related to the 
need for such services, if the nimiber of children in poverty in a state (relative to the size of its 
population) increases in the future, spending levels per child may well be diminished. 

Obtaining the resources to forestall such reductions or to improve the level of services 
will be increasingly difficult, however. As noted in the previous section, economic growth 
has been slowing over the past two and a half decades, and projections anticipate even lower 
levels of economic growth over the next decade. Thus, the opportunities for funding service 
improvements or meeting increased needs out of econonuc growth will be increasingly 
limited, as competition for state resources becomes even more intense. Moreover, there is no 
basis for predicting substantial future narrowing of income disparities among the states. 
Thus, states such as Mississippi, Louisiana, and West Virgirua with the least fiscal capacity— 
which also tend to be those with the greatest needs—will likely continue to be those with the 
lowest levels of state spending per poor child, while states such as Connecticut, New 
Hampshire, and New Jersey with the greatest fiscal capacity-which tend to be those with the 
least need—will likely remain the states with the highest spending levels. 

Finally, probable federal fimding reductions and program changes will contribute to the 
problem of finding state resources to meet the need for non-education children's services. As 
noted earlier, the influence of federal changes is much greater in the non-education area than 
in education, largely because of the much larger federal role in helping states finance these 
programs. The elimination of matching provisions can be expected to remove an incentive 
for state spending, since such spending will no longer leverage federal funds. States with the 
highest matching rates-i.e., the pooretst states-will have the least financial incentive to 
continue spending at current levels. Federal fimding reductions may also depress overall 
service levels. While some states may wish to maintain previous levels of spending, the 
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resources they will need to replace lost federal funds will have to come entirely from state 

sources. In addition, the likely removal of provisions such as mandated expansions of 

eligibility in Medicaid, that in all likelihood had influenced some states to increase their 

funding in recent years, may provide further impetus for states to cut their spending. Thus, 

program structures and funding formulas that emerge under new federal financing 

arrangements should have major implications for future state spending on non-education 

children's programs. 

SUMMARY AND CONCLUSIONS 
Our primary purpose in studying state spending pattems and trends for education and other 
children's services is to permit us to make more informed judgments about future state 
financial investments in children. We employed a three-factor model consisting of measures 
of need, ability to pay (fiscal capacity), and willingness to pay (fiscal effort), attempting to 
associate each of these with state spending levels for education and non-education children's 
services. 

Two of the three factors-need and fiscal capacity-demonstrated a similar relationship 
to state spending in the education and non-education children's service sectors. States with 
larger proportions of children needing services (the school-age population for education, the 
child poverty population for other children's programs), were consistentiy less likely to spend 
as much on a per-child basis as states with lower levels of need. Similarly, high-income states 
spent considerably more per child on both education and other children's services than did 
poorer states. 

By contrast, the association between fiscal effort and state spending differed for 
education and other children's services. In education, the overall relationship was weak. 
Many low-spending states made large resource commitments to education relative to their 
income, while several high-spending states made a more modest education effort. In the 
other children's program areas, the lower-spending states were consistently the low-effort 
states as well, and the states spending the most often made a relatively high tax effort. 

The relationship between need, ability to pay, willingness to pay, and state spending 
across the education and non-education children's service areas is depicted in Figure 3. The 
figure compares the highest- and lowest-spending-per-child states in terms of whether they 
are also relatively high or low in their levels of overaU need, ability to pay, and willingness to 
pay. For example, of the 10 states spending the least per pupil on education, 9 also had 
particularly high overaU service needs, and aU 10 had an abiUty to pay that was relatively 
low. This pattem stands in stark contrast to that of the 10 states spending the greatest 
amount (per chUd) on education: Most of these states had relatively low service needs and a 
high abiUty to pay. However, no such contrasts are evident when examining the willingness 
to pay of high and low education spenders. While 5 of the 10 highest-spending states made a 
relatively large education effort, so did 4 of the 10 lowest-spending states. And only 2 of the 
10 lowest-spending states demonstrated a relatively low fiscal effort, as did 1 of the 10 
highest-spending states. 
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HGURE 3 

THE FUTURE OF EDUCATION SPENDING 
Recent and Projected Trends in Spending, 

Enrollment, and Income, 1970-2005 

Real Per Pupil Spending. 1969-70 to 2004-05 (In constant 1992-93 dollars) 
$7,000 I — 

$6,000 — 

$S.000 — 

$4,000 — 

$3,000 

Change in Real 
Per Pupil Spending 
(in constant 1992-93 
dollars) 

1970-74 
1975-79 
198044 
1985-89 
1990-94 
1995-99P 
200045P 

$612 
$439 
$271 
$781 
$61 
7 
7 

High : Low pio^vcflont 

Public School Enrollment, 1969-70 to 2004-05 (in millions) Change in Public 
School Enrollment 
(in thousands) 

1970-74 
1975-79 
198044 
198549 
1990-94 
1995-99p 
200(M)5p 

-106 
-2,522 
-2.399 

981 
2,810 
3,176 
1,579 

Annual Percentage Growth in Per Capita income, 1970-2005 5-year Average 
Rates of Growth in 
Per Capita Income 

1970-74 
1975-79 
198044 
198549 
1990-94 
1995-99p 
200O45P 

3.1% 
2.6% 
1.6% 
1.7% 
0.6% 
1.1% 
1.1% 

p a projected 

£ :xs: The Finance Project and data contained in Steven D. Gold et aL, 'h 
States," prepared for The Finance Project, May 1995. 

Funding of Programs for Children Varies Ainong the 50 



Figure 3 is revealing in a number of ways. First, it illustrates the strong association 
between need, abiUty to pay, and spending for both education and non-education children's 
programs. In both the education and non-education areas, high per-child spenders are more 
likely to have low needs and high abiUty to pay, whUe low spenders tend to have high needs 
and low abiUty to pay. 

It is the strong and consistent relationship between need, abiUty to pay, and state 
spending which, when placed in the context of demographic and economic projections, leads 
to concems about future state children's spending. Factors associated with substantiaUy 
higher spending levels in most states-in particular, healthy per capita income growth and 
declining school enrollments-are not likely to be present over the coining decade. PubUc 
school enrollments are expected to rise at a rate of about 1 percent per year between now and 
2005.̂ '' If childhood poverty rates continue to climb as they have in recent years, and more 
modest per capita income growth projections prove accurate, most states wiU be extremely 
hard pressed to maintain their spending pattems of recent years on education and other 
children's services. 

Figure 3 also iUustrates again how tax effort is more strongly associated with non-
education children's spending than with spending on education. In education, the lowest-
and highest-spending states were about equaUy likely to make a tax effort that was 10 percent 
or more above the national average. However, in the other children's service areas, several of 
the highest-spending states had tax efforts that were at least 10 percent above average, whUe 
tax effort in aU 10 of the lowest-spending states was 10 percent or more below average. 

This discrepant impact of tax effort between the education and non-education chUdren's 
sector is one of the most intriguing results from this study. How can it be explained? 
Different poUtical contexts and financial expenditure incentives may both shed Ught on this 
finding. Educational effort is oiUy moderately related to per-pupU expenditures (0.30), 
because effort is often strongly influenced by other independent state-specific factors such as 
court-ordered finance equity mandates, enrollment changes, and the poUtical strength of 
teacher unions. In addition, school funding formulas in both high- and low-per-pupU-
spending states reward school districts making greater fiscal effort. For example, regardless 
of their current spending levels, local school districts that are already inclined to make a 
relatively large education effort (to respond to burgeoning student enrollments, for example) 
are likely to be even more motivated to spend more in order to generate additional state 
doUars. 

In the non-education cluldren's service area, the situation is quite different. Unlike 
education, social welfare spending is rarely a poUticaUy popular avenue of govemment 
expenditure. The benefits of education may be perceived to be spread widely, including, for 
example, providing a weU-educated work force for the business community, whUe the 
benefits of social welfare spending are more Ukely to be perceived to affect only the minority 
of famiUes directly receiving those services. Furthermore, states may fear that generous 
social welfare spending wiU attract greater numbers of the needy to their state. The lowest-

' National Center for Education Statistics, Projections to 2005.1995, Tb. 46. 
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spending jurisdictions in particular (which are almost always low-income as weU) typicaUy 
choose not to make generous resource commitments to non-education chUdren's services, 
preferring instead to spend their resources on other types of govemment services, including 
education. And, up untU now, they did not have to spend much on social welfare (relative to 
their income), because of generous federal matching provisions. As a result, state cmd local 
effort in low (per-chUd) spending states could be quite modest, whUe the actual level of 
services received (because of the high federal matching rate) would be somewhat larger. 

The emerging block grant legislation eliminates federal matching requirements. As 
noted in a recent report, categorical grants requiring matching have consistently been fourid 
to have larger effects [on state spending] than unrestricted grants or categorical grants 
without a matching requirement.̂ ' Thus, under the block grant legislation, aU states wiU have 
less financial incentive to spend state doUars on non-education children's programs. 
However, states that had been receiving the highest matching rates-the poorest states-wiU 
have the least incentive to continue spending at current rates. WhUe the fiscal effort of aU 
states is likely to be depressed, fiscal effort wiU probably be reduced the most in the poorest 
states, which also tend to be the states with the lowest spending levels. Thus, the pattem of 
low fiscal effort contributing to low levels of spending per poor chUd wiU tend to be 
exacerbated.̂  

FinaUy, Figure 3 shows that in each sector, the three factors (need, abiUty to pay, and 
willingness to pay) are much more strongly associated with low than high spending. For 
example, 6 of the 10 highest education spending states and 5 of the 10 highest non-education 
spending states had incomes that were at least 10 percent above the national average. But aU 
10 of the lowest education spending states and 9 of the 10 lowest non-education cluldren's 
spending states had incomes that were at least 10 percent below the national average. 

This finding suggests that we can predict the level of future children's investments with 
greatest confidence in states with high and/or growing needs and unfavorable economic 
conditions. Consider, for example, the case of New Mexico. This is a relatively poor state 
that is already making an unusuaUy large tax effort in education, is highly dependent on 
federal aid, has a large and growing population of chUdren in poverty, and is projected to 

" Robert D. Ebel, ed., A Fiscal Agenda for Nevada: Revenue Options for State and Local 
Govemments in the 1990s (Reno, NV: University of Nevada Press, 1990), pp. 318-19. 
" In Gold et al., "How Funding Varies," May 1995, p. 61, the authors come to the same 
conclusion regarding the effect of block grants on state spending. To support their point, they 
cite Edward M. GramUch and Deborah S. Laren, "Migration and Income Redistribution 
ResponsibiUties," Journal of Human Resources 19 (1984), pp. 489-511. Other sources in the long 
research tradition of studying the responsiveness of states and locaUties to federal grants 
include Edward M. GramUch and Harvey Galper, "State and Local Fiscal Behavior and 
Federal Grant PoUcy," Brookings Papers on Economic Activity (Washington, D.C: Brookings 
Institution, 1973), pp. 15-65; U.S. Department of the Treasury, Office of State and Local 
Finance, Federal-State-Local Fiscal Relations, Report to the President and the Congress 
(Washington, D.C: Govemment Printing Office, 1985), pp. 153-67; and Larry E. Huckins and 
John T. Camevale, "Federal Grants-In-Aid: Theoretical Concems, Design Issues and 
Implementation Strategy," in Michael E. BeU, ed.. State and Local Finances in an Era of New 
Federalism, Research in Urban Economics, vol. 7 (Greenwich, Corm.: JAI Press, 1988). 
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experience high rates of growth in its school-age population. Given these circumstances and 
the analyses done for this study, one cannot help but conclude that this state's fiscal 
chaUenges in funding chUdren's services wiU be particularly severe in the years ahead. Other 
low-spending states that can be expected to have an unusuaUy difficult time financing 
education and other children's services over the coming decade include Arizona, Kentucky, 
Louisiana, Mississippi, South Carolina, Texas, and Utah. 

The effects of cutbacks in federal aid to states and locaUties in order to achieve a 
balanced federal budget can be expected to further exacerbate the fiscal stresses on states 
stemming from less favorable demographic and economic conditions. Federal aid currentiy 
augments state cmd local tcix revenues by about one-third." Thus, major reductions wiU 
undoubtedly put additional pressure on states to make up shortfalls in a variety of areas (e.g., 
transportation, higher education, community development) by raising their ovm spending 
levels. Because tax hikes are unlikely, and economic growth is expected to be modest, the 
revenue to fund any such increases may weU come from reaUocating existing resources. The 
education sector may become especiaUy vulnerable, since it is the largest single functional 
component bf state and local budgets, comprising 38 cents of every state and local tax doUar 
in 1992. Social welfare spending could become another prime target for reaUocation, both 
because it is a relatively unpopular service function, and because federal eUgibiUty standards, 
service mandates, and matching incentives wiU be reduced or eliminated under new block 
grcmt financing arrangements. 

In summary, the saUence of indicators of need and abiUty to pay in explaining state 
investment levels in both education and other cluldren's services leads to the conclusion that 
most states wiU be greatly chaUenged in the years ahead in financing these programs. 
Furthermore, the strong negative relationship between willingness to pay and non-education 
cluldren's spending-especiaUy among the low-spending states-impUes that finding the 
funds to support non-education chUdren's services in the absence of federal fiscal incentives 
and service mandates may prove especiaUy difficult in these states. The extent of the 
financing chaUenge wiU vary considerably by state, but, in general, a combination of 
increased needs, slower growth in fiscal capacity, and a reduced federal role in setting 
standards and providing financing wiU make it extremely unUkely that the vast majority of 
states can sustain the per-chUd spending pattems of the previous two decades. 

" Gold et al., "How Funding Varies," May 1995, Tb. 2-5. 
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THE FINANCE PROJECT 

The Finance Project is a national initiative to improve the effectiveness, efficiency, and equity 
of public financing for education and other cluldren's services. With leadership and support 
from a consortium of private foundations. The Finance Project was established as an 
independent nonprofit organization, located in Washington, DC. Over a three-year period 
that began in January 1994, the project is undertaking an ambitious array of poUcy research 
and development activities, as weU as poUcymaker forums and pubUc education activities. 

Specific activities are aimed at increasing knowledge and strengthening the nation's 
capabiUty to implement promising strategies for generating pubUc resources and improving 
pubUc investments in chUdren and their famiUes, including: 

• examining the ways in which govemments at all levels finance pubUc education 
and other supports and services for chUdren (age 0-18) and their famiUes; 

• identifying and highUghting structural and regulatory barriers that impede the 
effectiveness of programs, institutions, and services, as weU as other pubUc 
investments, aimed at creating and sustaining the conditions and opportunities for 
chUdren's successful growth and development; 

• outlining the nature and characteristics of financing strategies and related 
structural and administiative arrangements that are important to support 
improvements in education emd other chUdren's services; 

• identifying promising approaches for implementing these financing strategies at 
the federal, state and local levels and assessing their costs, benefits, and feasibiUty; 

• highUghting the necessary steps and cost requirements of converting to new 
financing strategies; cmd 

• strengthening inteUectual, technical, and poUtical capabiUty to initiate major long-
term reform and restmcturing of pubUc financing systems, as weU as interim steps 
to overcome inefficiencies and inequities within current systems. 

The Finance Project is expected to extend the work of many other organizations and 
blue-ribbon groups that have presented bold agendas for improving supports and services 
for chUdren and famiUes. It is creating the vision for a more rational approach to generating 
and investing pubUc resources in education and other chUdren's services. It is also 
developing poUcy options and tools to actively foster positive change through broad-based 
systemic reform, as weU as more incremental steps to improve current fincmcing systems. 
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Federal Financing Issues and Options 

The Budget Enforcement Act: Implications for ChUdren and FamiUes by Karen 
Baehler (November 1995) 
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ResponsibiUty Act (Joint pubUcation of The Finance Project and the American Youth 
PoUcy Forum and the PoUcy Exchange of the Institute for Educational Leadership) 
(September 1995) 

Rethinking Block Grants: Toward Improved Intergovemmental Financing for 
Education and Other ChUdren's Services by Cheryl D. Hayes, with assistance from 
Anna E. Danegger (AprU 1995) 
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Issues by Sid Gardner (December 1994) 
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State Financing Issues and Options 
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1995) 

Toward State Tax Reform: Lessons From State Tax Studies by Therese McGuire 
(November 1995) 

Legal Issues and Constraints in Revenue Raising by Thomas Triplett (November 
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States by Steven D. Gold and Deborah EUwood (October 1995) 
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Local Financing Issues and Options 

Issues and ChaUenges in State and Local Finances by Therese McGuire (November 
1995) 

The Significance of Market Forces in Determining State and Local Governments' 
Fiscal Behavior by Claire Cohen (Forthcoming-FaU 1995) 

Case Studies of the Financing of ChUdren's Services in Six Communities by BiU B. 
Benton (Forthcoming-Winter 1995) 

Financing Comprehensive, Community-based Supports and Services 

Conceptualizing the Costs of Comprehensive, Community-based Support Systems 
for ChUdren by Jennifer Rice (November 1995) 

Creating More Comprehensive, Community-based ChUdren's Services and Support 
Systems: The Critical Role of Finance by Martin Orland, Anna E. Danegger and EUen 
Foley (November 1995) 

A Compendium of Comprehensive Community-based Initiatives: A Look at Costs, 
Benefits, and Financing Strategies by Cheryl D. Hayes, Elise Lipoff, and Aima E. 
Danegger (August 1995) 

The Role of Finance Refonn in Comprehensive Service Initiatives by Ira M. Cutler 
(December 1994) 

Beyond Decategorization: Defining Barriers and Potential Solutions to Financing 
Comprehensive, Community-based Support Systems by EUen Foley (Forthcoming-
Winter 1995) 

School Finance Issues 

Securing Equal Educational Opportunities: Past Efforts and the ChaUenges Ahead by 
Alexandra Tan and Martin Orland (Febmary 1995) 

School Finance Litigation: A Review of Key Cases by Dore Van Slyke, Alexandra Tan 
and Martin Orland, with assistance from Anna E. Danegger (December 1994) 

44 THE FINANCE PROJECT 


