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For more than twenty years the Ford Founda­
tion has been attempting to reduce economic 
and racial injustice in America. In the field of 
education, the underlying aim of the Founda­
tion's activities has been to open new and im­
proved opportunities for high-quality educa­
tion, especially for the poor and for minority 
groups. The two basic assumptions that lie 
behind the Foundation's school-finance pro­
gram are, first, that the way state and local 
governments collect taxes and finance public 
schools and other social services for children 
severely restricts the access of disadvan­
taged groups to quality education and to other 
social services, and second, that the poor and 
minority groups are taxed at disproportionate­
ly high levels by the state and local govern­
ments that provide schools and social ser­
vices. 

This double bind of low quality services and 
disproportionately higher tax burdens is a 
complex problem to untangle. It may lack the 
headline-attracting glamour of Congressional 
or Presidential budget disputes, but complexi­
ty and lack of glamour should not be confused 
with insignificance. Like most social democ­
racies, the United States has adopted policies 
intended to commit government to finance 
and provide social services needed by low­
income and minority group populations so 
that they can participate effectively in the 
mainstream of society. But unlike most Euro­
pean nations, the United States does not pro­
vide these services through its national 
government. Instead, the financing of social 
services in the U.S. involves complicated and 
constantly shifting combinations of local, 
state, and federal resources. In elementary 
and secondary education, the U.S. relies 





happens at the neighborhood level as local in­

stitutions struggle to design the best pro­

grams they can, given the limitations of re­

sources and program guidelines. But it also 

matters what happens as state and local 

governments pass through the federal funds 

and add some of their own (depending on the 

service sector involved and on state and local 

politics) and thus finance the services. In the 

process, it does matter whether states and 

localities have organized their resources and 

institutions in ways that systematically dis­

criminate against poor people and minority 

groups, which is all too frequently the case, or 

whether the resources and institutions func­

tion in fair and non-discriminatory ways. 

Consider schools. Until recently, most 

states financed schools in a blatantly dis­

criminatory way; many still do. Local school 

districts with large amounts of property to tax 

have been able to spend large sums on public 

schools even though they make lower than 

average tax efforts. Local school districts 

with low property valuations, on the other 

hand, have had to exert above-average tax ef­

fort-in many cases, several times the effort 

-only to realize below-average expenditures.

The outcome has been high taxes and under­

financed schools for children in poor districts,

and lower taxes and well financed schools for

the more fortunate. The accident of where a

child happens to live has been the major

determinant of the level and quality of his or

her education. In fact, variations among local

districts in the quality of schooling far exceed

variations within districts.

Not all poor people live in poor school dis­

tricts, but most do. Not all members of minority 

groups live in poor school districts, but most 

do. It would be fair to conclude that social ser­

vices, including services for children and 

especially school services, are financed in 

ways that provide better services to the rich 
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than to the poor, and better services to whites 

than to non•whites, while the poor pay a 

greater share of their income in state and local 

taxes than do the rich. Stating these facts is 

not intended to suggest what the proper distri• 

butions should be, but is meant to summarize a 

condition in our society that is of concern to 

many people. This nexus between state•local 

tax and spending policies is the core of the pro· 

blem that the Foundation's school finance pro· 

gram has sought to address. 

The Foundation's Program 
The Foundation entered the school f_inance 

field in 1970. School financing was an appro· 

priate po_int of entry into the fiscal inequities of 

state·local government both because the ineq· 
. uities are so flagrant and because education is 

by far the largest activity of state and local 

government. 

The Foundation's efforts have been guided 

by two principal strategies. The first has been 

to support long•range efforts to build greater 

intellectual strength into the school finance 

field. Effective reforms are built on the ideas of 

skilled and committed people, and in 1970 the 

school finance field had neither the ideas nor 

the people. Our early grants supported fellow­

ships at major universities such as Berkeley, 

Chicago, Columbia, Stanford, and Syracuse. 

We supported both basic and policy research 

at those universities and at other research 

centers. From these activities emerged ideas 

that quickly commanded center stage atten· 

tion in legal and legislative circles. Special 

care was taken to assure that the Foundation 

not encourage or advocate, directly or indirect· 

ly, any single point of view about how states 

ought to set up new school finance plans. We 

supported men and women who themselves 

favored one or another reform plan, but our ef· 

forts were devoted to developing a network of 

leading advocates and scholars, not a "move· 
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The Foundation's program has been devel­

oped in cooperation with other funding 

sources. Notable among them are Carnegie 

Corporation, the Spencer Foundation, the 

federal government's National Institute of 

Education and the Cleveland, Rosenberg, and 

Piton foundations. Substantial funding for 

specific policy development studies has been 

provided by states and school districts them­

selves, by a President's Commission on 

School Finance created in 1970, and by other 

federal agencies. 

While the Foundation's program is known as 

a school-finance program, it has from the be­

ginning addressed an interrelated set of policy 

issues in order to get improved leverage on 

school financing policy itself and in order to 

stimulate concern about related policy issues. 

The two most important examples of this broad 

conception of program are attention to the 

analysis of state-local tax inequities related to 

race and income, and support of research and 

advocacy groups in the field of children's ser­

vices. School-finance reform is, quintessential­

ly, tax reform; school finance is the largest 

single component of state-local public finance, 

and it makes no sense to consider school fi­

nance in isolation. Furthermore, school-fi­

nance reforms represent a unique opportunity 

to reduce traditional reliance on regressive 

local and state taxes. Similarly, basic research 

about the distribution of power and authority 

among the state, the family, and the child (e.g., 

Berkeley's Childhood and Government Project) 

led to grants supporting analyses of spending 

on children's services, including schools, and 

to grants for groups seeking to improve the 

quantity and quality of services for poor 

children. Examples include the Children's De­

fense Fund, the Massachusetts Advocacy 

Center, the Children's Rights Group, and the 

Children's Foundation. 
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Policy Changes Since 1979 

Since 1970 significant and fundamental 

changes have occurred in the previously tran­

quil field of school finance. Almost half of the 

nation's school children and taxpayers have 

been affected by the reforms so far. These 

changes have transformed a narrow and 

obscure aspect of education, concerned 

mainly with routine state-aid appropriations, 

into a complex intellectual and political do­

main. Involved now are new federal and state 

constitutional standards of fairness and equi­

ty, major overhauls of creaky state-local tax 

and school funding systems, and infusions of 

new scholarly and organizational perspec­

tives from outside the realm of professional 

educators. 

There have been significant fiscal shifts 

during the past ten years in the patterns of 

raising and distributing school funds. Here 

are a few key indicators of the important 

trends. 

Between 1969-70 and 1978-79, enrollment 

in public elementary and secondary schools 

declined about 6 per cent, from 44,719,200 to 

42,149,420. During these same nine years, 

annual expenditures in public elementary and 

secondary schools increased from $34.2 

billion to $75.6 billion, an overall increase of 

121 per cent, or, when adjusted for inflation, 

an increase in real terms of 24.6 per cent. 

School expenditures as a share of GNP were 

almost unchanged, 3.66 per cent in 1969-70, 

3.55 per cent in 1978-79. Despite everything 

one reads in newspapers and in journals 

about "declining public support of educa­

tion," the fact is that support for public 

schools increased significantly during the 

1970s, even in the face of declining enroll­

ments and strong inflationary pressures. 

Turning to the composition of school reve­

nues by source, there has also been a 
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dramatic shift. Between 1969-70 and 

1979-80, school revenues from local sources 

-traditionally the mainstay of school financ­

ing in America-increased from $21.0 billion

to $40.5 billion, an unadjusted increase of 93

per cent. When adjusted for inflation,

however, revenues from local sources actual­

ly declined by 3.1 per cent. Revenues from

state sources during the same period also in­

creased. In 1969-70, school revenues from

state sources grew from $16 billion to $46.2

billion, an increase of 288 per cent before ad

justment for inflation, and an increase in real

terms of 44.4 per cent. State governments to­

day provide $30 billion more in school support

each year than they did ten years ago. Local

revenues for schools were 2.24 per cent of

GNP in 1969-70, but only 1.73 per cent of

GNP in 1979-80. State revenues, however,

which were 1.72 per cent of GNP ten years

ago, have risen to 1.97 per cent of GNP. In

real terms, therefore, local support for

schools has declined and federal support has

remained constant. State support has sub

stantially increased, in part because of

school-finance reform.

Some advocates of school-finance reform 

are disappointed with the progress to date. 

They claim that the reforms do not go far 

enough, that they have not provided enough 

new money for cities, that they almost always 

involve compromise, and that they cannot 

directly be shown to improve student achieve­

ment. But studies have shown that increased 

funds in poor school districts are mainly used 

to pay for improved services: more profes­

sional staff, more parent para-professionals, 

more books, and other instructional expendi­

tures. Money alone is not the answer, even in 

rich districts, but poor children deserve ac­

cess to good services. In addition, there is 

good reason to believe that large disparities in 
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per•pupil expenditure of the kind typically 

found in traditionally financed school systems 

do indeed affect the learning of children. 

What has happened since 1970 in California 

and New Jersey, in Florida and Maine, in Kan• 

sas and Michigan, and in a dozen other 

states, constitutes a major step forward 

towards improved equity and adequacy in 

school financing. Reforms already adopted 

provide billions of dollars annually of increased 

state aid and/or reduced property tax burdens 

in local districts, with poor and urban districts 

benefiting more than well·to•do places. More 

progress is clearly possible during the next 

three to five years. 

Opportunities for reform exist in key states 

such as Connecticut and Colorado, where 

favorable court ,decisions promise eventual 

adoption and funding of more equitable plans: 

in New Jersey, where progress has been 

made but more remains to be done: in New 

York, where a trial court has declared uncon· 

stitutional the nation's biggest, and perhaps 

its most irrational, school•finance system: 

and in about ten other states, where a solid 

basis for reform has been painstakingly laid. 

Of the three dozen states which had 

serious school•finance inequities in 1970, 

slightly more than half (or about twenty 

states) have adopted major reforms; of these 

twenty, ten have enacted incomplete reforms 

and can be improved during the next three to 

five years. In the other ten, continuing rear· 

guard action by reformers may be needed to 

secure comprehensive gains already made. 

In the balance of the states that have serious 

school·finance inequities, the picture is mixed. 

In a few cases, the struggle appears almost 

hopeless, and no viable reform group or 

movement is on the horizon. But in most, con­

tinued efforts by the school·finance network 

offer a good chance of achieving significant 
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reform during the next few years. 

At the same time, state and local tax sys­

tems have undergone some changes, usually 

gradual but occasionally, as in the case of 

California's Proposition 13, volcanic. Reliance 

on the property tax continues to decline. Prop­

erty tax revenues now constitute about 15 per 

cent of total state-local revenues, down from 

26 per cent just 15 years ago. While experts 

argue about whether the tax is indeed as re­

gressive as it was once widely thought to be, 

few dispute assertions that the valuation pro­

cess is irrational and inefficient, that the resi­

dential property tax falls hardest on low­

income people, especially renters, and that 

heavy local reliance on the residential tax 

creates serious disparities between the needs 

of a community and its capacity to finance 

necessary services. States have assumed a 

greater responsibility for state-local finances. 

As a result, there is a clear trend toward in­

creased use of personal and corporate in­

come taxes, which is widely thought to de­

crease relative tax burdens on the poor. 

School-finance reforms have functioned as a 

wedge to hasten these trends. But it is not 

easy to determine what is fair and equitable in 

the jumble of state and local taxes. Much 

more could be done to untangle the confu­

sion, and those concerned with social justice 

must begin to take a more active interest in a 

tax system that takes one-third of the nation's 

income each year. 

I believe that it is possible to anticipate 

some of the fiscal policy trends and problems 

for the 1980s that pose agonizing choices for 

policy makers. The public sector has stopped 

growing and will remain at about one-third of 

GNP. Strong pressure will continue in some 

states for reductions in state-local tax rates. 

The federal government will increase real 

spending for national security. Steep rises in 

Social Security taxes, already begun and 

10 





In the past decade, partially as a result of 
the civil rights movement, the war on poverty, 
and the expansion of certain rights by the Su­
preme Court, there has developed an increas­
ing likelihood that many of these problems 
can be ameliorated. Organizations have 
emerged that seek to protect and expand chil­
dren's rights to public services, to standards 
of fairness and equity in the delivery of ser­
vices, and to due process procedures. These 
groups use a hybrid set of strategies and tac­
tics that are generally known as "advocacy." 
Seeking long-range reform of badly fragment­
ed public delivery systems and standards, 
these organizations have ingeniously pursued 
their goals by combining techniques of public 
information, close working relationships with 
local citizens' groups, applied research, aca­
demic network-building, monitoring of admin­
istrative agencies, litigation, and extensive 
technical assistance to other organizations 
and agencies. 

The Foundation has supported several ef­
fective advocacy organizations, including the 
Children's Defense Fund, the Massachusetts 
Advocacy Center, the Education Law Center, 
the Lawyers' Committee for Civil Rights 
Under Law, the Children's Rights Project, and 
the Childhood and Government Project at the 
University of California. 

The school-finance reform movement was 
started not by the Ford Foundation, but by a 
combination of events in American society 
and the ideas of key individuals, two in partic­
ular. The events included the civil rights revo­
lution launched so brilliantly by the Rev. Mar­
tin Luther King and his associates. They had 
been encouraged to protest racial discrimina­
tion by the Supreme Court's historic decision 
Brown vs. Board of Education. President 
Johnson's legislative programs to attack 
poverty, along with decisions of the Warren 
Court, helped lay the judicial and political 
12 



groundwork for what was to follow. The idea 

of using these developments to attack the 

constitutionality of state discrimination 

against children and taxpayers in poor com­

munities should be credited to John Coons, 

then a law professor at Northwestern Univer­

sity, and to Arthur Wise, then a graduate stu­

dent at the University of Chicago. 

Only a dozen people attended the few 

meetings held in the late 1960s to try to figure 

out what could be done with Coons' and 

Wise's ideas. Since then, many dozens, then 

hundreds, and now thousands of able people 

have been engaged in thinking, writing, and 

advocacy in the field that came to be called 

school-finance reform. 

During the past ten years, considerable 

change has occurred, but much still remains 

to be done. After all, conflict and tension 

about issues of equity and equality have been 

fundamental to American intellectual, social, 

political, and economic history. Those who 

work in the vineyards of equity did not naively 

expect an avalanche of changes, but they did 

aim to have some influence over what signifi­

cant sections of American society thought 

about these subjects and to shape the direc­

tion of public policy trends. That, I submit, has 

been accomplished. 

The Ford Foundation expects to continue 

to make grants in this field for a year or two, 

although on a diminished basis. We believe 

that an excellent start has been made during 

the 1970s and that the network of persons 

and groups identified with reducing discrim­

ination due to race, ethnicity, sex, and income 

will make further progress in the 1980s. 
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