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ABSTRACT 

WALTER E. STEPHENS, JR. 
THE RELATIONSHIP BETWEEN THE EXPENDITURE PROVISION OF THE 
CLASSROOM FIRST FOR GEORGIA ACT AND FIVE MEASURES OF 
STUDENT SUCCESS 
Under the direction of ANTHONY J. HARRIS and JOSEPH BALLOUN 

This study examined the relationship between school 

district spending 65 % on direct instruction and student 

achievement. A canonical correlation analysis was used to 

determine which input variables had the greatest chance of 

predicting student achievement. The dependent variables 

were school district wealth, percent of economically 

disadvantaged students, average teacher salary and per 

pupil expenditures. The independent variables were HOPE, 

school district drop out percentage, school district 

graduation rate, school district retention rate and the 

number of students that enrolled in post secondary 

education institutions. A partial correlation was performed 

to determine the strength of relationships between the 

multiple input and output variables. This study found that 

economically disadvantaged students and school district 

ix 



wealth are the strongest predictors of student achievement. 

This study also found increasing expenditures in a school 

district was not strongly correlated to student 

achievement. 
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CHAPTER 1 

INTRODUCTION 

How can the State of Georgia best spend money to 

maximize student achievement? Studies on student 

achievement and funding have drawn mixed results. Studies 

conducted by Rati Ram (2004) and Marta Elliott (1998) found 

per-pupil expenditures to have a positive impact on student 

achievement. Ram found a modest but higher than expected 

significance when comparing student achievement to funding 

(2004). Okpala, Okpala, and Smith (2001), on the other 

hand, found per-pupil expenditures and family socioeconomic 

attributes had a negative impact on student achievement. 

Contrary to their findings, a study conducted by the Data 

Quality Campaign found that when the distribution of 

resources to the students with the greatest need allowed a 

school district to reduce class size, improve teacher 

quality, and place academic coaches in kindergarten, 

student achievement improved (Gazzerro, Laird, Standard & 

Poor's School Evaluation Services, National Center for 

Educational Achievement & Data Quality Campaign, 2008). 

1 
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The challenge for policymakers and educators is to 

determine how to serve the needs of students in their 

states and local school districts. Increasing pressures on 

state budgets as well as local budgets force all involved 

in the allocation of resources to identify ways to ensure 

return on investment (Gazzerro et. al,2008); therefore, 

states must know which schools are performing and how to 

allocate the resources that improve student achievement 

(2008) . 

School District Financial Structure 

Developing a finance structure that will address the 

needs of all students is complex and ever changing in the 

United States (Sielke, 2004). Issues dealing with public 

school financing seldom garner the attention of the media 

or politicians (Introduction to Special Issues, 2003, p. 

101). The issue with public education financing is that 

every state has its own methods for allocating funds to 

Local Education Agencies (LEA) (2004). Many states have 

developed fun-ding mechanisms called Minimum Foundation 

Programs. Funding models developed to support education 

rely on a foundation program (Sjoquist & Khan, 2006). 

Policymakers, in their development of school funding 

initiatives, recognized the multiple challenges that school 
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districts face (Sielke, 2004). They added categorical aids 

and adjusted the funding system to offset the size of the 

districts, transportation, and the various costs that apply 

to the location of school districts (2004). Distribution of 

funds has caused school districts in many states to 

incorporate a weighting formula to ensure school districts 

receive equitable funding (2004). The adequacy of funding 

weights is generally too small in comparison with the need 

of the school district (Introduction to the Special Issues 

in Rural Education Finance, 2003). Although the details of 

school finance structures vary considerably from state to 

state, most states share a common history in the 

development of their state and local tax structures. Many 

have reported that higher expenditures in school districts 

are a result of diseconomies of scale that result in 

smaller districts incurring higher expenditures (I'mazeki & 

Reschovsky 2004; King, Swanson & Sweetland, 2003; 2004). 

For local governments, including school boards, the 

property tax has been the predominant -source of tax revenue 

in most states. State governments, in contrast, have relied 

much more heavily on sales and income taxes. When states 

began to assume responsibility for ensuring that a basic 

package of educational services would be made available 
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statewide, the required local effort was generally paid 

with local property taxes, while state financial support 

was commonly derived from sales, income and other lesser 

taxes (Williams, 2005). 

When local revenue is committed to education, school 

systems have experienced a steady increase in their funding 

and a heavier reliance on local taxes (Williams, 2005). It 

becomes increasingly difficult for small school districts 

to generate a strong tax base because they lack the 

economic infrastructure (Sielke, 2004). Small school 

districts often cannot keep pace with large districts 

because a large portion of their potential tax base either 

lives outside the area or buys everyday necessities like 

gas and clothing outside the county (2004; Gebert, Calkin & 

Schuster, 2005). One result of increased local financial 

contribution has been increased taxes on school districts 

already struggling with economic declines within their 

communities (Martin, 2004). 

Adequate funding is the primary issue for many 

districts. Research suggests the funding formula in place 

for school districts is inadequate (Williams, 2005; Imazeki 

& Reschovsky, 2004; Sielke, 2004). A spirited debate erupts 

in state general assemblies when it comes to school funding 
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accountability (Brent, Sipple, Killeen & Wischnowski, 

2004). School accountability is an issue prompted by 

international comparisons of student performance and the 

perception that the United States is losing its economic 

advantage (2004) Policy reports highlight the ineffective 

spending of school districts and espouse the belief that if 

school districts increase their funding then student 

performance will increase; performance in many cases has 

not improved (2004). 

Georgia School Financing 

Georgia has 180 school districts and nearly 1.7million 

students in its K through 12-education system (Georgia 

Department of Education, 2008) . Of the systems in Georgia, 

159 are county systems and the remainders are city 

(Rubenstein & Sjoquist, 2003). To educate a large student 

population takes a considerable amount of financial 

resources. 

Education in Georgia is financed through a foundation 

program known as the Quality Basic Education Act (QBE). The 

focus of QBE is to provide Georgia school districts with 

financial resources to support direct and indirect 

instructional costs. The debate in Georgia among school 

districts has centered on whether or not that funding is 
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adequate to affect student achievement. In 2005, 51 school 

districts sued the state, citing that the current 

foundation program does not provide sufficient and adequate 

funding needed to ensure student success {CAFSG v. Georgia, 

2005). 

Historical Funding Cases 

Serrano v. Priest (1971), Abbott v. Burke (1985), and 

Rose v. Council for Better Education (1989) were landmark 

cases that challenged whether states were providing school 

districts with adequate resources to provide students with 

an adequate education. Each case rendered similar results. 

The Serrano, Abbott and Rose cases opened the door for 

citizens to seek financial restitution for students who 

reside in property-poor tax districts. Each challenge was 

successful in declaring current funding systems 

unconstitutional and forced states to restructure how they 

distributed resources to school districts. 

There have been thirty-six challenges to states' 

educational funding structures. Nineteen of those 

challenges have not been successful, and seventeen of those 

funding structures have been declared unconstitutional 

(Dayton & Dupre, 2004). Several challenges to Georgia's 

educational funding structure have been unsuccessful. In 
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1981, McDaniel v. Thomas was the first significant 

challenge to the Georgia funding structure. It led to the 

development of the current funding structure known as 

Quality Basic Education (QBE). 

The Georgia Constitution requires that an adequate 

education be provided to every student in Georgia's public 

school system (GA Constitution, Article 8, § 1, 11,1998). 

This forces Georgia to address any adequacy issues that 

school systems face. In 1985, the General Assembly 

implemented the Quality Basic Education Act, which serves 

as the primary legal support for the educational system in 

Georgia (Rubenstein & Sjoquist, 2003). This is 

responsibility that cannot be shirked or tampered with, 

because the state constitution gives the local boards of 

education the express power to levy and collect taxes on 

properties (GA Constitution, Article 8, § 5, 11). 

Researchers and policymakers have analyzed and 

theorized the causes of student achievement, but none have 

been able to determine the primary cause of increases or 

decreases in student achievement. Researchers analyzed 

teacher salaries, teacher experience, teachers with 

advanced degrees, increased state funding, reduction in 

class size, new capital outlay projects and the length of 
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the school year. Data from multiple studies are mixed 

(Hanushek, Kain, O'Brien & Rivkin, 2005; Hanushek & 

Raymond, 2006; Campbell & Lopez, 2008). 

Statement of the Problem 

"Rule number one in public budgeting: Organizations 

show their priorities by how they spend their money. That's 

why it's important to understand how much money is spent on 

different school-district policies..." (Roza, 2007) . Economic 

theory views monies allocated to support education as an 

important input to the production function. Public 

education is a public good financed primarily by state and 

local governments. Roza found that "nationally, 20 % of 

current education funds support policies with a weak or 

inconsistent relationship to student learning" (p.l). 

Increasing school expenditures and allocating greater 

resources towards classroom instruction is laudable but 

there is no research supporting mandated spending and 

student achievement (Brooks, 2006). Contrary to that 

assumption, First Class Education (FCE) states, "Classroom 

education is the only activity that can possibly increase 

test scores and benefit our students...no amount of money 

spent outside of the classroom has any opportunity to help 

classroom achievement" (Jonsson, 2006, p. 3). 
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Increased operational costs and a strain on the 

economy have forced school districts to evaluate how they 

spend their resources (Standard & Poor's, 2005). A return 

on investments has had several state policymakers 

contemplating legislation that would require school 

districts to spend a specific percentage of their total 

operational expenditures on student achievement (Standard & 

Poor's). Beginning in 2005 and 2006, 21 states either 

implemented or considered legislation known as the 65 % 

solution (2005) . 

FCE, a Washington based organization, led a movement 

in the country to persuade states to adopt legislation and 

policies that would guarantee that 65% of total operational 

expenditures were spent on direct classroom instruction. 

FCE proposed three benefits: (1) increase the amount of 

money spent in the classroom without increasing taxes, (2) 

reduce the amount of wasteful spending and hold school 

districts accountable for their spending and (3) improve 

student achievement by focusing on classroom instruction. 

The Macon Telegraph reported that school districts spending 

more than 65% on classroom instruction saw an increase on 

SAT college admission test scores and the Georgia High 

School Graduation Test (McCaffrey, 2006). 
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In April 2006, Governor Sonny Perdue signed 

legislation that would require Georgia's public school 

districts to spend 65% of their total operational costs on 

direct classroom expenditures. Georgia became the 

first state to legislate mandatory spending for school 

districts. Perdue said, "When school districts spend 65% or 

more of their education budget in the classroom, students 

learn more and perform better...Georgia students deserve the 

chance to reach their fullest potential. Spending education 

dollars in the classroom where they best belong will help 

provide our students with the opportunity to excel in the 

school and in life" (Perdue, 2006, 1(2) . 

In 2006, Georgia spent 62.3% of its budget in the 

classroom (Brooks, 2006). Georgia ranks 27th in the nation, 

spending an average of $8,565 per student (National Center 

for Education Statistics, 2008). 

Identifying exact resources that constitute student 

achievement is difficult. Policymakers in education have 

pursued numerous avenues in search of effective guidelines 

for developing financial structures that will yield the 

level of performance acceptable to taxpayers (Glasman & 

Biniaminov, 1981). Achievement still varies from school to 

school (1981). The primary challenge for many researchers 
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is to identify the resources that will allow for optimal 

analyses of the data collected on students from those 

schools (1981). 

Policy makers at both the state and federal level have 

attempted to address the student achievement issue by 

designating funds for at-risk students (Roza & Hill, 2006). 

Creating such a policy is not without difficulty, because 

policymakers cannot determine which method of fund 

allocation is most cost-effective (2006). Additionally, 

there is little empirical research to determine if spending 

a specific percentage of all operational expenditures on 

direct instructional cost will increase student achievement 

(Bracey, 2006). 

According to the National Center for Education 

Statistics' June 2004 report, four states, Utah, Tennessee, 

New York and Maine, spend more than 65% on direct 

instruction, down from seven states two years earlier. The 

four best performing states have tremendous differences in 

the amount they spend per child on education, with Utah 

spending the least in the nation and New York the second 

most. The diversity of these states shows that a goal of a 

specific percentage for classroom instruction can be met 

throughout the nation. In fact, nearly every state has 
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school districts—big, small, rural, urban—that are 

performing at or above the 65% goal. 

Byrne (2007), in his analysis of school funding, found 

that the "five states with highest standardized test scores 

spent an average of 64.1 percent of their budgets for 

instruction, while the five lowest-scoring states spent 

only 59.5 percent" (p. 2). Grubb (2006) found that when 

there is an increase in expenditures for instructional 

purposes, there are "some positive effects" (p. 368). 

The Governor's legislation requires local districts 

receiving state funds to spend at least 65% of their total 

school budgets on classroom expenditures as defined by the 

NCES. The Classrooms First for Georgia Act (2006) ties 

financial expenditures to the success of student 

achievement. This follows a pattern that has begun across 

the nation in which groups are calling for more 

accountability with the use of their tax dollars in 

relation to their students. Information on spending is 

critical for school districts seeking financial stability 

and strategic spending (Roza & Hill, 2006). 

The Georgia Department of Education estimates that 64% 

of Georgia's school districts fail to meet the criteria 

established by the new law. Based on 2003 records from the 
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Georgia Department of Education, Georgia's average 

classroom spending is approximately 63.3% of direct 

instructional expenditures. Local school boards have the 

responsibility to provide a portion of the cost to educate 

students in grades kindergarten through twelve (Williams, 

2005). Efficiency in school finance must be implemented 

with the goal of increased student achievement (Marshall, 

Mitchell & Wirt, 1989). Well-educated students and an 

increase in state funding heighten the public's desire to 

have schools that require higher levels of accountability 

in the area of finances. When the public sees an increase 

in spending for schools it is natural to assume that 

student achievement will increase (Byrne, 2007). 

Purpose of Study 

The purpose of this study is to examine public school 

districts in Georgia and determine the relationship between 

school districts' spending a specific percentage of their 

operational costs on direct classroom expenditures and 

student achievement. The study will also use an alternative 

method of analysis to determine if there is a relationship 

between expenditures and student achievement. Graduation 

rates, drop-out rates, students eligible for HOPE 

scholarships, students attending post secondary 
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institutions, and school district retention rates will be 

used as measures of student achievement. The study will 

examine data from 2006-2007 year. 

Research Questions 

Two research questions guided this study. First, what 

is the relationship between Georgia school districts' 

percentage of direct instructional expenditures and student 

achievement? Second, Can an alternative statistical method 

determine the relationship between school district 

resources and student achievement? 

Hypothesis #1: There will be no statistically significant 

relationship of student achievement with districts' 

percentage of direct instructional expenditures. 

Hypothesis #2: There will be no statistically significant 

relationship of school districts' direct instructional 

expenditures and the percentage of students eligible for 

HOPE scholarships. 

Hypothesis #3: There will be no statistically significant 

relationship between school districts direct instructional 

expenditures and the percentage of students who attend post 

secondary institutions. 
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Hypothesis #4: There will be no statistically significant 

relationship between percentage of direct instructional 

expenditures and students who are retained. 

Hypothesis #5: There will be no statistically significant 

relationship between percentage of direct instructional 

cost and the graduation rate. 

Hypothesis #6: There will be no statistically significant 

relationship between percentage of direct instructional 

cost and the dropout rate. 

Conceptual Framework 

The question of adequate resources and the 

relationship they have on student achievement has been a 

recurring theme since the Coleman Report. Researchers like 

Hanushek (1989), Hedges, Laine and Greenwald (1994), 

Krueger (1998) and Berliner and Biddle (1995) have examined 

the impact school resources have on student achievement. 

Their research has yielded mixed results, not a surprise to 

many due to the numerous methodologies, levels of analysis 

and various predictor and criterion variables used 

(Archibald, 2006). 

Measuring the level of funding needed to increase 

student achievement is complicated (Grubb, Huerta & Goe, 

2006). Education resources have doubled since 1960 and had 
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increased nearly 10% by 1990 (National Center for 

Educational Statistics,2001). The United States spent $553 

billion on public elementary and secondary schools 

(National Center for Education Statistics, 2007). 

The average per-pupil spending was $9,266 (NCES, 2007), yet 

test scores have remained relatively flat (Lips, Watkins & 

Fleming, 2008) . 

The Classroom First for Georgia Act deserves further 

analyzing. Little is known about the process the 

legislature used to determine if an increase in funding 

would benefit students in Georgia. The research on funding 

and student achievement has yielded varied results. 

According to the Georgia Department of Education, 64% of 

school systems currently spend less than 65% of their 

operational expenditures on direct instruction. What is the 

perceived benefit for increasing expenditures to the 

required 65%? Multiple variables were analyzed to aid in 

the development of sound education policies that will 

observe the relationship those variables have on student 

achievement. Only a few studies have investigated 

relationships between multiple indicators of school 

performance and student achievement (Rumberger & Parlardy, 

2005) . There is an enormous amount of research on school 



17 

effectiveness, but many of those studies analyze a single 

indicator of school performance (2005). 

The problem with analyzing a single indicator is that 

"it measures outcomes solely in terms of standardized test 

score results, which may not be complete and accurate 

measures of meaningful success" (Campaign for Fiscal 

Equality, 2004, p. 31). The production function approach 

has distracted the view of policymakers and media (Campaign 

for Fiscal Equality). To define the inputs that measure 

student success, a multivariate approach is needed. 

Canonical Analysis (CA) is a method that uses multiple 

inputs and outputs (Knoeppel, Verstegen & Rinehart, 2007). 

Hotelling (1936) developed Canonical Analysis to study the 

relative strength between two variables. In CA, two linear 

combinations are formed. Each linear group represents 

predictor variables and criteria variables, known as 

canonical variates. Pedhazur (1997) suggests that the 

reason for conducting a CA is to ensure that each variable 

can be weighted differently in order to achieve the maximum 

correlation between them. The correlations between the 

canonical variates are called the canonical correlation, Rc. 

The square of canonical correlation, Rc
2, is considered an 

estimate of the variance shared by the two canonical 
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variates. This should not be misinterpreted as an estimate 

of the variance shared between the predictors and criteria, 

but it should be viewed as an estimate of variance that 

exists between the linear combinations of these variables 

(Pedhazur). 

Limitations/Delimitations of Study 

This study was conducted using a single year of data 

for both student achievement and school finance. Therefore, 

the data may not reflect trends that are occurring over 

time within a school district and across the state. 

However, this study did provide a good starting point to 

examine mandated school funding in Georgia and the 

relationship it may have with student achievement. However, 

as an educator, one understands that single assessment to 

measure student achievement is not necessarily a perfect 

reflection of student achievement within or across school 

districts. 

This study was a quantitative study. Therefore, no 

attempt was made to determine the reasoning behind a school 

district's choices whether to implement or not implement 

the Classrooms First for Georgia Act. This lack of 

understanding leaves to speculation the reasons for the 

districts' decisions. 
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The topic of interest in this study was limited to 

direct instructional cost for Georgia school districts. 

Caution should be used when generalizing this study beyond 

the scope of the Classrooms First for Georgia Act. This 

study addressed mandated spending, multiple input and 

output measures and their effect on student achievement for 

public K-12 schools in Georgia and did not include private 

or charter schools. There were some missing data points 

from extremely small districts that were not required to 

report student achievement data. Thus, an argument could be 

made that if the missing data were included, a different 

statistical outcome might have occurred. The study was 

conducted with the following delimitations, 

1. Data were used from public school districts within the 

state of Georgia. Private schools and other 

institutions of education were not included in this 

study. 

2. The analysis of data covered the 2006-2007 school 

year. 

Definition of Terms 

Adequacy: Whether state funding is sufficient to meet 

state educational goals based on the amount embedded in the 
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minimum foundation distribution formula (Guthrie & 

Rothstein, 1999; Hanushek, 2006). 

Adequate Yearly Progress (AYP): component of the 

Accountability Profile based on a series of 

performance goals that every school, Local Education Agency 

and state must achieve within specified time frames in 

order to meet the 100% proficiency goal established by the 

federal No Child Left Behind Act of 2001(NCLB). 

Canonical Analysis: A multivariate statistical model 

that facilitates the study of interrelationships among sets 

of multiple dependent variables and multiple independent 

variables (Hair, Anderson, Tatham & Black, 1998). 

Direct classroom expenditures: All expenditures by a 

local school system during a fiscal year for activities 

directly associated with the interaction between teachers 

and students, including but not limited to salaries and 

benefits, cost for instructional materials and supplies, 

classroom-related activities, tuition paid to out of state 

school districts and private institutions for special needs 

students (Classroom First for Georgia Act, 2006) 

Post-Secondary students: Number of students who 

graduated from high school in 2001-2002 who entered into a 

Georgia public school or technical college. 



Per-pupil expenditure: Based upon the Quality Basic 

Education allotment or earnings data that includes both 

state and local contributions to the foundation program. 

Percentages of Economically Disadvantaged Students: 

Determination based upon the number of students receivin 

free and reduced lunch. 

.Retained Student: High school students who have not 

met the local school districts' requirements for promotion 

to the next grade level based upon their total number of 

Carnegie units. 

School district wealth: Calculated based upon the 

value of a mill (1/1000) assessed on local property. 

Local teacher supplement: Pay in addition to the base 

salary guaranteed by the Georgia General Assembly. 

65% Solution: An idea developed by Tim Mooney, an 

Arizona political consultant, and financed by 

Overstock.com founder and CEO Patrick Byrne that called 

for schools to spend 65% of their operating budget in the 

classroom on instructional related expenditures. These in-

the-classroom expenditures are for classroom teachers; 

general instructional supplies; instructional aides; 

activities such as field trips, athletics, music, and art; 

http://Overstock.com
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and tuition paid to other facilities for special needs 

students (Bracey, 2006). 

Graduation Rate: Georgia will define and calculate 

graduation rates as the percentage of students who graduate 

in the standard number of years (4 years and a summer) for 

a 9-12 school from a Georgia public high school with a 

regular diploma, not including a GED or certificate not 

fully aligned with the state's academic standards and not 

including Special Education diplomas (Governors Office of 

Student Achievement, 2008) . 

Foundation Grants: The state determines the minimum 

level of per-pupil expenditures (the foundation) for all 

school systems. The per-pupil foundation amount, with 

adjustments to account for differences in the costs of the 

various educational programs, is multiplied by the number 

of students in each system to determine the minimum total 

expenditure on K-12 education in each school system 

(Rubenstein & Sjoquist, 2003) . 

Guaranteed tax base: A level of property tax wealth 

(i.e., tax base) per pupil and guarantees that a school 

system will obtain at least the same revenue that would be 

generated by each mill of property tax when applied to the 

guaranteed property tax wealth per student. 
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Total Operational Expenditures: Operating expenditures 

by a local school system during a fiscal year, including 

expenditures from federal, state and local funds and from 

any other funds received by a local school system, such as 

student activity fees (Classrooms First for Georgia Act, 

2006). 

Inputs-dollars spent, the resources those dollars buy 

and the way these resources are used by educational 

entities (Nakib, 1996). 

Dropout Rate: A calculation determined by student 

records of those who leave school in any given year for 

reasons including marriage, expulsion, financial hardship, 

employment, incarceration, low achievement or school 

failure, and military service (Georgia Partnership for 

Excellence in Education, 2008). 

Helping Outstanding Pupils Educationally (HOPE): 

Georgia's scholarship program that rewards students with 

financial assistance in degree, diploma, and certificate 

programs at eligible Georgia public and private colleges 

and universities and public technical colleges. Established 

in 1993 and funded through the Georgia Lottery. 

Quality Core Curriculum (QCC): Georgia's previously 

mandated state curriculum, which was established by the 
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1985 Quality Basic Education Act. The law required that the 

state maintain a Quality Core Curriculum. 

Quality Basic Education: QBE is a foundation program, 

in which per-pupil funding is based on the estimated 

costs of providing each of nineteen instructional programs. 

The foundation program guarantees each district a minimum 

level of per-pupil revenue, with program weights 

reflecting the estimated cost of providing each program for 

one full-time equivalent (FTE) student. 

Summary 

Identifying exact resources that improve student 

achievement is difficult. Education policies have done 

little to impact student achievement. Policies have 

attempted to close the gap between spending and student 

achievement. Several years of research have rendered mixed 

results. With multiple variables and multiple inputs, 

states and policy makers alike are unable identify what 

level of funding produces the greatest level of student 

achievement. 

The Classroom First for Georgia Act seeks to address 

the funding issue and student achievement by mandating that 

every school district in the state of Georgia increase 

their direct instructional expenditures to 65% of their 
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total operational expenditures. This study seeks to address 

the issue of increased funding for instruction and its 

relationship to student achievement. 



CHAPTER 2 

REVIEW OF THE LITERATURE 

Findings from educational finance structures are mixed 

(Hanushek, 1986, 1989; Hedges, Laine & Greenwald, 1994; 

Renchler, 1992; Verstegen & King, 1998). Education quality 

in the United States is often tied to states' and school 

districts' financial resources. There is evidence that 

funding affects achievement, but studies conducted by 

researchers show little consistency in the effect that 

spending has had on student achievement (Coleman et 

al.,1966; Hanushek,1979, 1997, 2006; Hedges et al., 1994; 

Walberg, 2006). Eric Hanushek (1994) reviewed state 

spending and student achievement from 18 90-1990 and found 

the following trends: "(a) real spending on public 

education in the United States is rising rapidly, 

(b)student-teacher and student-staff ratios are falling, 

(c) student achievement is either flat or falling, (d) 

three problems largely explain the inefficiency of public 

education today, (e) policy implications: Focus on greater 

efficiency, not higher spending" (p. 24). A study conducted 

26 
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below the national average spent less than the annual 

national average. The study concluded that spending has 

increased in the last generation but the results have 

remained flat. 

Georgia Education 

Georgia has the ninth largest K-12 school system in 

the United States and "it has one of the fastest growing 

school enrollments in the nation, registering an increase 

of 12.2% between 1996 and 2002"(Rubenstein & Sjoquist, 

2003, p. 1). With such an increase, Georgia has had to face 

"major school financing issues" (2003, p.l). There are 180 

school systems. Of these systems, 159 are county systems 

and the remainders are city school systems (2003). Each 

school system has taxing authority and elects its own 

school board (2003). Georgia's school systems vary in size 

and composition (2003). The largest school system in 

Georgia, Gwinnett County, enrolled 146,466 students in 

2006-2007, an increase of 23,466 students from 2002-2003 

(Georgia Department of Education, 2006). The smallest 

school system in Georgia, Quitman County, enrolled 250 

students in 2006-2007. 

Georgia established education and education funding as 

one of its highest priorities. The constitution of the 
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state of Georgia declares, "The provision of an adequate 

public education for the citizens shall be a primary 

responsibility of the state of Georgia" (Georgia 

Constitution, Article 8, §1, SI 1) . Stating that public 

education is the responsibility of the state was not enough 

for students to be educated but by making it a part of the 

constitution, House Resolution 1776 (2009), presented in 

the Georgia General Assembly, reiterates the fact that 

education is a primary function of the state. The 

resolution stated: 

it is the stated policy of the State of Georgia to 

ensure that every public school student is educated in 

a facility which is structurally sound, well 

maintained and has adequate space and instructional 

technology to meet the students' needs....to accomplish 

this policy, the law provides for funding to local 

school systems for purposes of capital outlay...state 

funding also includes equalization grants for local 

school systems in Georgia which have relatively weak 

local tax bases.... (H.R. 1776, 2009). 

Every state maintains a system to fund public 

education (Rubenstein & Sjoquist, 2003; Williams, 2005; 

Georgia Partnership for Excellence in Education, 2008). 
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Grants are an attempt to equalize spending in school 

districts and ensure that resources for students in those 

districts are adequate (2003). While providing revenue for 

school districts is a state responsibility, local school 

boards are given latitude to determine how those resources 

are allocated (2003). States give the power to levy taxes 

for additional educational resources to local boards of 

education (2003). States that implement funding formulas 

"attempt to balance...significant differences in per-student 

spending between systems" (2003, p. 9). States balance 

their revenue allocation through two primary sources: 

foundations and guaranteed tax base grants (2003; Williams; 

2008). 

Georgia funds its educational programs through both 

grants and foundations(Rubenstein & Sjoquist, 2003; 

Williams 2005; Georgia Partnership for Excellence in 

Education, 2008). A larger portion of funding for Georgia's 

public schools comes from the foundation program, and 

roughly 5% of education funding comes from the guaranteed 

tax program known as the equalization tax grant (2003). 

"Foundation grants can be effective for ensuring minimum 

spending levels in all school systems. Neither program will 



necessarily provide equal spending...Unless the state 

controls the level of local contributions" (2003, p. 11). 

Georgia finances its K-12 schools through a mixture o 

local, state, and federal revenues (Rubenstein & Sjoquist, 

2003). In fiscal year (FY) 2007, local revenue accounted 

for 41.3% of education revenues, state funds accounted for 

51.5% of education revenues and the federal government 

accounted for 7.2% of revenues (Georgia Department of 

Education, 2008). During FY 2007, Georgia generated more 

than $13 billion dollars in taxes for public schools 

(2008). 

Funds generated by the state of Georgia and allocated 

from the federal government are allotted to the local 

school districts based upon a funding formula established 

by the Quality Basic Education (QBE) Act (Rubenstein & 

Sjoquist, 2003; Georgia Partnership for Excellence in 

Education, 2008). QBE provided Georgia with a primary 

mechanism for funding education. Monies earned through the 

QBE cover both direct*and indirect instructional costs in 

public schools (2003; Williams, 2005; 2008). Funding for 

direct instructional costs includes teacher salaries, 

special education programs, remedial, gifted and English 

for Speakers of Other Languages (2003; 2005). Direct 
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instructional costs are not limited to special programs and 

teacher salaries but also include textbooks and costs 

incurred for the upkeep of the school building (2005). The 

QBE funding formula includes 19 direct instructional 

programs that are funded based upon a weighting system 

established under law (Quality Basic Education Act, 1985). 

Program weights are prescribed based upon the notion that 

some students are more expensive to educate than others. 

The least expensive student to educate is 9-12, with a 

program weight of 1.00. Other students receive a weight 

higher than the benchmark 1.0 given the particular program 

and level of instruction required for the identified 

program. 

State Funding 

Under the QBE Act, two specific grants are used to 

fund education: foundation and categorical grants. Of the 

two grants, the foundation grant is the larger (Rubenstein 

& Sjoquist, 2003; Georgia Partnership for Excellence in 

Education, 2008). Under the foundation grant, the state 

establishes a base dollar amount that covers the cost of 

educating one student in any school district. QBE weights 

students based upon a formula that uses full-time 

equivalency (2008). In addition to the foundation program 
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allotted through QBE a guaranteed tax base is added to 

offset the "inequality across school systems I their 

revenue raising ability" (2003, p. 11). The guaranteed tax 

base program equalizes revenue for school systems that fall 

below the 75th percentile (2003) . 

The QBE funding formula has gone without significant 

changes, but adjustments to the QBE formula through 

austerity cuts has left the QBE law unfunded (Georgia 

Partnership for Excellence in Education, 2008). With higher 

standards and levels of accountability, many taxpayers 

began to question the spending efficacy of school 

districts. This especially was an issue for school 

districts where spending was above the state average and 

student performance was marginal or below state average. 

Local Funding 

Property tax remains the primary source for local 

systems to generate funds for the school district 

(Rubenstein & Sjoquist, 2003). Property taxes have become 

an education tax (2003). The Census Bureau in 2001 reported 

property taxes in Georgia over a nine-year period increased 

77.4%. Property taxes in Georgia represented 55% of the 

total revenues collected for school purposes (2003). Per-
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pupil funding varies across Georgia school districts 

(2003) . 

Local funding supplements any revenue received from 

the state and federal governments (Rubenstein & Sjoquist, 

2003). As defined under QBE, local school systems are 

required to contribute to the funding of a basic education 

(2003). Local school systems are required to contribute a 

local five mill share of property tax revenue generated by 

property taxes and equalized based upon the property tax 

base (2003; Williams, 2005). School systems in Georgia can 

supplement the local five mill share by levying a property 

tax rate greater than five mills (Georgia Constitution, 

Art. VIII, § VI,f I). The Georgia constitution limits the 

property tax rate to 20 mills, but school systems can 

exceed the 20 mill limit if it is approved by the voters in 

that district (Georgia Constitution, Art. VIII, § VI, SI 

II). 

Property taxes per pupil in Georgia vary by county 

(Rubenstein & Sjoquist, 2003). In 2001, there were 21 

school systems whose property values were $1,000 or less, 

and there were 17 school systems whose property values were 

$3000 or more (NCES, 2003) . Property tax determines the 

wealth of a school district (2003). School districts that 
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are able to generate large sums of monies from property tax 

are able to fund multiple education programs and find it 

easier to support education (2003). One mill generates 

"more revenue" per pupil, thus explaining the wide range of 

resources school districts are able to provide for their 

students (2003). Millage rates for school systems vary. In 

2007, there were school systems whose millage rate was less 

than 10, less than 15 and more than 20 (Georgia Department 

of Audits and Accounts, 2007). Rubenstein and Sjoquist 

(2003) found that there was a huge disparity between the 

wealthiest and poorest school districts in Georgia. The 

wealthiest school districts on average spent 19% more than 

the poorest school districts on per-pupil expenditures 

(2003). 

School Finance Reform 

School finance reform began with the publishing of A 

Nation at Risk in 1983. The report identified four key 

areas of concern for educational reform: content, 

expectations, time and*teaching. A Nation at Risk was 

called for by the Commission for Education and examined the 

types of courses taught in high school from 1976-1981. 

Several conclusions were drawn from the study. The 

commission believed that the high school curriculum was 
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watered down and lacked specialization in programs that 

aimed at increasing student interest in vocational and 

college preparation programs (A Nation at Risk, 1983). 

The principal focus of school finance in the past has been 

on elimination of fiscal disparities among school 

districts. Whether the goal was to eliminate differences in 

per-pupil spending or to establish greater taxpayer equity, 

most school finance research has focused on ways to measure 

equity and on treatments for differences in the fiscal 

capacity of school districts (Picus, 2000, p. 1) . 

Finance Reform in Georgia 

Since 1777, schools in Georgia have been established 

at the expense of the state (Georgia Partnership for 

Excellence in Education, 2008). It was not until 1822 that 

the Georgia legislature provided minimal funding to 

families that could not afford the cost of tuition (2008). 

In 1905, the McMichael Bill established local school 

districts. The Barrett-Rogers Act of 1919 established 

funding for rural schools to consolidate "into larger, more 

efficient facilities"(2008,p. 2). 

During the growth of education in Georgia, the school 

districts saw a vast increase in state level funding for 

education from 1858 to 1868 (Georgia Partnership for 
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Excellence in Education, 2008).It was not until 1949 and 

1951, however, that the state took a strong financial role 

in education with the adoption of the Minimum Foundation 

Program (MFP).In 1905, the Georgia legislature passed a 

series of educational funding reforms (2008). 

The precursors of QBE were the MFP and the Adequate 

Program for Education in Georgia (APEG). After more than a 

decade of operation under the Quality Basic Education Act, 

educators found themselves facing a new roadmap for the 

improvement of teaching and learning in Georgia public 

schools. In 1985, Georgia revamped its entire educational 

system. Governor Joe Frank Harris enacted legislation that 

made significant steps to reform education in Georgia when 

the state legislature passed the Quality Basic Education 

(QBE) Act. In 1990, gubernatorial candidate Zell Miller ran 

on the promise that he would institute a state lottery that 

would generate funds for the HOPE (Helping Outstanding 

Pupils Educationally) scholarship program, expansion of the 

Head Start and pre-kindergarten programs and the 

development of physical and technological infrastructure 

for P-16 institutions. In 2000, Governor Roy Barnes 

introduced his plan for quality education. His plan was 
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kn own as the A + Education Reform Act of 2000 (Jacobson, 

2001). 

Education Finance Policy 

"As a policy issue, education finance is both complex 

and controversial" (Georgia Partnership for Excellence in 

Education, 2008, p. 49). Massive economic and social 

changes have forced many to reevaluate policies that govern 

education (King, Swanson & Sweetland, 2001). The political 

systems that guide policy development are "interrelated 

institutions and activities at all levels of government" 

(2001, p.15). When policymakers attempt to decide on where 

the monies must be allocated, "it is quite easy to see both 

political and personal incentives for making arguments 

favoring one side or the other" (Baker, 1999, p. 124). The 

political system in which education works can be summarized 

into four critical areas: (a) setting goals and objectives 

for the educational enterprise, (b) determining the level 

of investment in population quality to promote economic 

• growth and the general welfare, (c) determining the means 

by which educational services are to be provided, and 

d)allocating resources to and among educational services 

(Benson, 1978) . 
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A rise in school finance litigation that challenged 

districts spending per pupil occurred in several states. 

Since the early litigation in the states, many have begun 

to question the adequacy of state funding versus equity to 

meet performance measures established by the state (Georgia 

Partnership for Excellence in Education, 2008). Moser and 

Rubenstein (2002) examined several states and found that 

Georgia ranked in the middle. 

Student Achievement 

Empirical research on student achievement and 

financial resources has demonstrated there are multiple 

characteristics that can explain differences in school 

performance (Rumberger & Parlady, 2005). Some research has 

found a significant relationship between school funding and 

student achievement while others have not (Hanushek 1996, 

2007; Hedges, Greenwald & Lane, 1996; Okpala, Okpala & 

Smith, 2004; Ram, 2004; Standard & Poor's, 2005; 

Wenglinsky, 1996). Since 1966, researchers have asked if 

expenditures have a positive effect on student achievement. 

Not since the Equality of Education Opportunity Study 

(Coleman et. al, 1966) has there been such eagerness to 

compare the impact funding has on student achievement. The 

model developed by Coleman et. al (1966) considered 
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education as a function of inputs and outputs. Hanushek 

(1996) stated that "variation in school resources is not 

the primary factor in student achievement"(p.1). Coleman 

and his colleagues redefined equality of opportunity by 

focusing on results (Gamoran & Long, 2006, p.16). 

Public schools are "one of America's largest 

enterprises" (Jazzar & Algozinne, 2006, p.132). In 2002, 

the National Center for Educational Statistics (NCES) 

estimated that nationally, spending for public schools was 

about $358 billion for FY 2002. In FY 2006, that figure 

showed an increase of 68%, totaling $520 billion. The 

Committee on Education Finance of the National Research 

Council developed a platform on which financial policy 

should be developed. The committee stated: "A new emphasis 

on raising achievement for all students poses a daunting 

challenge for policy makers: how to harness the education 

finance system to this objective. This challenge is 

important because it aims to link finance directly to the 

purposes of education..." (Ladd & Hansen, 1999, p.l"). 

Nationally, the No Child Left Behind Act (NCLB) of 

2001 was designed to increase the equity of educational 

opportunities for all students attending public schools. 

Using test scores as a primary indicator, NCLB tightened 
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the accountability of school districts by requiring them to 

establish a baseline of achievement for all students 

attending public schools. Schools in the entire country 

were given a 15-year period to get their students to a 

level of academic "proficiency" (Nichols, Glass & Berliner, 

2005). 

School District Wealth 

A study conducted by Addonizio and Phelps (2000) found 

that non-school factors may affect student achievement. 

Non-school factors that affect student achievement are high 

resource levels in school districts and parents who are 

involved in the child's education. Auglenblick, Myers and 

Anderson (1997) found that the single most important factor 

in equalizing weighted per-pupil funding is the willingness 

of poor districts to make a strong local tax effort. States 

that show an imbalance in school district funding where the 

local property tax is the primary source of funding show an 

inequality in the distribution of resources in those 

districts (Plecki, 2000). 

Local property tax wealth is a predictor of per pupil 

expenditures and educational opportunities in that school 

district, as well as student outcomes (Koski & Levin, 

1998). Koski and Levin found that students who reside in 
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school districts with high expenditures have a better 

education. Schwartz (1997) believed that "school district 

budgets reflect the demands of voters within the 

jurisdiction; demand, in turn depends on the income, 

wealth, demographics and preferences of the voters, on the 

cost of providing education, and of course, on the state 

and federal funding they receive" (p. 60). 

Graduation Rate and Dropouts 

"One of the most troubling and confusing issues in 

addressing the dropout problem is deciding when to count a 

student as having dropped out and how to calculate the 

dropout rate" (Creech, 2000, p.4). 

Graduation rates are the fundamental indicator of 

whether or not the nation's public school system is doing 

what it is intended to do: enroll, engage and educate youth 

to be productive members of society. Since almost 90% of 

the fastest-growing and highest-paying jobs require some 

post-secondary education, having a high school diploma and 

the skills to succeed in college and the workplace are 

essential. Nationally, however, one-third of students—about 

1.2 million each year—leave high school without a diploma, 

at a high cost to themselves and society. 
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The No Child Left Behind Act (NCLB) of 2001 and the 

growing trend toward accountability have increased public 

concern over high school graduation rates (Mishel & Roy, 

2006). Gaining an accurate account of high school graduates 

has proven to be somewhat difficult (Mishel & Roy, 2006) 

Because graduation rates are calculated based upon 

different measures. NCLB required states to develop a 

process that would hold them accountable for increasing the 

graduation numbers in their states. 

At the beginning of the twentieth century, less than 

5% of students were graduating from high school (Hanushek, 

1996). By 2004, the number had increased to 69.7% (National 

Center for Higher Education, 2004). By 2006, the number had 

slightly decreased to 68.6% (National Center for Higher 

Education, 2004). 

During the 2006 Georgia legislative session, the 

Georgia General Assembly appropriated grant funds for 

creating a graduation coach position that would assist at-

risk students, with the goal of reducing the dropout rate 

and increasing the graduation rate (Georgia General 

Assembly, 2006). In 2007, Governor Perdue expanded the 

program and the General Assembly approved funds for 

graduation coaches in middle schools (Georgia General 
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Assembly, 2007). The Georgia Department of Education 

administers the program that provides intervention 

strategies for at-risk students. 

Since its inception, the graduation coach program has 

served nearly 100,000 at-risk students (Georgia Department 

of Education, 2008). Georgia's dropout rates decreased from 

4.1% to 3.7% (2008). The state also saw an increase in its 

graduation rate. In 2004, the graduation rate was 65.4% and 

in 2008, it was 75.4% (2008). An increase in the number of 

students graduating from high school suggests that the 

resources allocated by the Georgia General Assembly have 

been effective (2008). Demand for graduation coaches in 

high school exceeded the capacity (2008). According to the 

Georgia Department of Education, there were 

disproportionately more dropouts in high school than in 

middle school. In grades 6-8, 2,129 students dropped out of 

school. In grades 9-12, 18,960 students dropped out of 

school. Students who dropped of school were identified as 

at-risk but were not targeted for support (2008). " 

Teacher Quality 

Hanushek and Rivkin (2006) and Rice (2003) all argued 

that teacher quality is the single most important factor in 

improving student achievement. Researchers have shown that 
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by increasing teacher quality, student achievement 

correspondingly increases 10 to 20% (Hanushek, Kain & 

Rivkin, 2005; Aaronson, Barrow & Sander (2007). Studies by 

Clotfelter, Ladd and Vigdor (2007) and Goldhaber (2008) 

found that teacher credentials, licensure test scores, area 

of certification, and years of experience are predictive of 

student achievement. In similar studies, Monk (1994) and 

Clotfelter, Ladd and Vigdor (2007) found that teachers who 

are certified and teach in their area of certification have 

higher test scores than those who do not. Goldhaber and 

Anthony (2004) found that nationally, teachers who receive 

National Board Certification are more effective than those 

who do not. Harris and Sass (2007) found the results in the 

state of Florida mixed, not yielding the high success rate 

they did in North Carolina. 

A study conducted by Eberts, Hollenbeck and Stone 

(2002) found that when school districts implemented 

incentive programs, the dropout rate decreased, but there 

was no relationship between those programs and student 

achievement. Figlio and Kenny (2007) reanalyzed the NELS 

1988 data and factored in financial incentives for 

teachers. They concluded that students do learn when 

teachers are given financial incentives. Their study also 
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concluded that holding all variables equal, "students 

apparently learn more in schools in which there is a wide 

range in wages for teachers with a specified mix of 

schooling and experience" (Figlio & Kenny, 2007,p.18). 

HOPE Scholarship 

Former Georgia Governor Zell Miller and the Georgia 

General Assembly created HOPE (Helping Outstanding Pupils 

Educationally) scholarship program in 1993. The program's 

major intent is to provide high school graduates with a 

grade point average of 3.0 or better tuition fees to attend 

a public technical, four or two year college or university. 

Henry, Rubenstein, and Bulger (2004) found the percentage 

of student averaging a B or better grade point average 

increased from 54.8 to 59.5%. Also, SAT scores increased by 

12 points. The total quality of education increased because 

of the HOPE scholarship program (Henry & Rubenstein, 2002). 

Accountability 

Across states, the adoption pattern of accountability 

over time makes it possible to study accountability as a 

policy writ large. The analysis is possible because of the 

extensive participation of states in the National 

Assessment of Educational Progress (NAEP). Called the 

"Nation's report Card," NAEP is a federal program that has 
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tested a random sample of students since roughly 1970. On a 

rotating schedule, students in 4th, 8th and 12th grades have 

been tested approximately every four years in a range of 

subjects, including reading and math. Because students take 

the same test, NAEP provides an independent and consistent 

measure by which to compare academic achievement across 

states-something not possible using the state's own test 

(Hanushek & Raymond, 2006). 

In thirty years, reading and math scores have slightly 

increased. Science writing has slightly declined. Over the 

same period, resources have increased (Hanushek, 2004). 

Per-student spending tripled in the three decades, yet 

increased spending has not improved student performance 

outcomes (2004). TIMMS (Trends in International Mathematics 

and Science Study) reported that from 1995 to 2003 there 

was no increase in math scores. Students from the United 

States scored 518 in 1995 and they scored 518 in 2003. The 

TIMMS report cited seven nations as having outscored the 

United States: Singapore, Hong Kong, Japan, the 

Netherlands, Latvia, England and Hungary. Seven countries 

scored lower than the United States: Cyprus, Australia, New 

Zealand, Scotland, Slovenia, Norway and Iran (Hanushek & 

Raymond, 2006). 
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Since the publication of A Nation at Risk in 1983, 

life in America has changed (Peterson & West, 2003). 

Communication is quicker and more extensive, automobiles 

are safer and faster, surgical techniques have improved 

(Peterson). Parents are more educated than they were thirty 

years ago. Thirty % more people have high school diplomas 

than in 1970 (Peterson). The United States average scores 

on both the NAEP and Scholastic Aptitude Test (SAT) have 

remained relatively flat since 1970 (Peterson & West). 

Education Finance Litigation 

Cochran (2000) examined the historical aspects of 

school finance litigation. The study found that while 

courts refused to judge educational quality, they did seek 

to find ground in determining quality through a broad 

interpretation of constitutional rights. 

Funding for schools raises very complicated issues, 

especially when state courts and local school systems must 

provide "specific remedies for funding inequities and 

expressly outline what will constitute an adequate * 

education under the relevant state's constitution" (Dayton 

& Dupre, 2004, p. 2354). Constitutions in all fifty states 

recognize the responsibility of the state to provide 
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funding for public schools {San Antonio Independent School 

District v. Rodriquez, All US 1, 112 n.69). 

Although many state constitutions delegate the 

responsibility of public education to Local Education 

Agencies (LEA),they are held responsible for supplementing 

any funding received from the state with local property and 

sales taxes (Georgia Constitution Art VIII, §6). Brown v. 

Board of Education sparked much debate on the effects of 

resources on student achievement. The decision has left a 

"mark on schools and other institutions in the United 

States" (Dayton & Dupre, 2004, p. 2352). Does money really 

matter? How much money really matters? School finance cases 

are premised on the supposition that increased funding and 

resources to poor schools will lead to better student 

performance (Garda, 2007). The courts and scholars disagree 

on this assumption (2007). 

Historical Funding Cases 

School funding litigation can be traced back nearly 

two hundred years (Dayton & Dupre, 2004). In 1819, in 

Commonwealth v. Dedham, the town of Dedham, Massachusetts 

was charged with failing to provide an adequate education, 

and the Supreme Judicial Court of Massachusetts declared 

that schools were to be maintained for the benefit of the 
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entire town and that providing an education to all 

inhabitants must be done in a manner that was accessible 

and equal to all. The Dedham case was unique because 

"school funding moved from school board meetings to state 

and federal courts" (Dayton & Dupre, p. 2358). 

In Sawyer v. Gilmore, 1912, citizens from Maine sued 

to correct perceived inequalities in school district 

resources. They were not successful in their attempt, thus 

establishing in the state of Maine the principle that 

school finance equity was not an issue for the courts to 

decide but an issue that was better suited for the 

legislative branch. 

In 1971, the Supreme Court of California issued a 

landmark decision on school finance. The decision in 

Serrano v. Priest was the first successful challenge to a 

state's public school finance system. Defendants in the 

case argued that the citizens should have control of how 

money is raised and allocated in their school districts. 

In San Antonio v. Rodriguez (1973), plaintiffs relying 

on the Equal Protection Clause of the constitution 

challenged the constitutionality of the Texas public school 

funding system. The court ruled in favor of the state of 

Texas. The courts held that local control was the rational 
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basis of the Equal Protection Clause of the United States 

Constitution, therefore permitting school districts to 

raise revenue based upon their property wealth and tax 

rates. The Supreme Court in its decision defined local 

control as: first, communities' own discretion on how much 

money should be spent on education; second, how money 

should be allocated was determined by the citizens of that 

community and third, funding decisions in that district 

could include experimentation, innovation and competition 

among the various local school districts that would satisfy 

the expectations of the communities' perceived need for 

that school district. 

Less than a month after the Rodriquez decision, the 

New Jersey state Supreme Court ruled in Robinson v. Cahill 

that the current funding system for the state was 

unconstitutional. The court ruled that the current funding 

system in the state violated the state's constitution 

thorough and efficient requirement for a system of a free 

public education. The court" declared that the 

responsibility for education belonged to the state, 

especially when it meant assuring that children had equal 

access to the educational opportunities that would equip 

them to be citizens and competitors in the labor market. 
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In 1985, Abbott v. Burke was filed, challenging the 

1975 Public School Act, Chapter 212, which created a 

funding formula for public schools. The suit alleged that 

the current funding was inadequate for children in poor and 

minority school districts. The case was remanded to the 

Office of Administrative Law. In June 1990, the New Jersey 

Supreme Court ruled again and determined that the funding 

system, established in 1975, was inadequate and unequal and 

that state must remedy the problem by establishing 

supplemental education programs for poor and minority 

children. 

In Tennessee Small School Systems v. Mcwherter (1973), 

the Tennessee Supreme Court ruled that the current funding 

system in the state was unconstitutional, inadequate and 

unequal. The court found that school children in Tennessee 

had the right to a free and public education based on the 

"plain meaning" of the education article; and that the 

facts in the case "fail to satisfy even the lowest test 

used" to determine constitutionality in equal protection 

cases. The Tennessee Supreme Court held that the financial 

system in the state created spending disparities among 

students living in wealthy and poor school districts. The 

Mcwherter decision forced the Tennessee General Assembly to 
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enact the Education Improvement Act of 1991. Under this 

act, the Tennessee state government was required to devote 

more than half of the state's budget to education. Under 

the act, the state also created an equalizing scheme called 

the Basic Education Program. This program allowed funding 

to be distributed based upon the number and type of 

students that resided in a school district. 

In 1976, the Oregon Supreme State Court decided Olson 

v. State. The plaintiffs in the case argued that the 

current funding scheme, the reliance on local property 

taxes to fund education, contributed to severe disparities 

in the per-pupil allotments throughout the state. The 

courts ruled in favor of the state, citing that the state's 

interest in preserving local control over schools and 

school finances was permissible. In Seattle School District 

No. 1 v. State (1978), the Supreme Court of Washington held 

that Article nine, Section one of the Washington state 

constitution created a judicially enforceable duty for the 

state to provide an education to all children that reside 

in their borders. Thus, the courts found that the states' 

funding scheme was unconstitutional and that the 

legislature had an obligation to reform the current 

financial structure to ensure that every child had the 
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opportunity of a basic education, supported by a system of 

dependable and regular taxes. 

In DeRolph v. State of Ohio (1991), the state Supreme 

Court of Ohio held that the funding system of Ohio violated 

the state constitution as outlined in Article 1, section 2. 

The state Supreme Court declared that the funding system 

established by the state did not allow school systems the 

right to exercise local control and the system in its 

current state violated the equal protection benefit clause 

of the state constitution. 

Unlike previous cases, Ohio was in a unique position 

because it had an established system of standards that 

every school was expected to meet. The Ohio system 

indentified school districts that met the standards and 

estimated the cost incurred by each, thus enabling Ohio to 

estimate the cost of an adequate education. This model 

appeared to offer the best approach to policymakers 

(Alexander, Auglenblick Driscoll, Guthrie & Levin, 1995). 

* In 1989, Rose v. Council for Better Education, Inc. 

asked the state Supreme Court of Kentucky to determine 

whether the General Assembly had failed to meet the needs 

of the students as guaranteed in the state constitution. 

Rose specifically charged that inadequacies in school 



54 

districts resulted from an over-reliance on local school 

board resources. Such reliance was in direct violation of 

Section 183 of the Kentucky Constitution. The Kentucky 

Supreme Court found that an over-reliance on local tax 

dollars caused students in property poor districts to 

receive an education that was inadequate and inferior when 

compared to the education of students in property rich 

districts. The court further ruled that the current funding 

system failed to meet the efficient mandate as outlined in 

the constitution, and the entire system was 

unconstitutional. 

In 1990, Kentucky legislators passed the Kentucky 

Education Reform Act (KERA). KERA legislation was unique. 

Unlike the reforms in other states, KERA provided financial 

support for teachers, parents and students. KERA provided 

funding for teachers to engage in staff development to 

assist in the implementation of the new programs, extended 

the school day for students who needed additional support, 

implemented a pre-school program for four year olds 

considered at-risk and provided families with resources 

that enabled them to identify social and health-related 

services (KERA, House Bill 940, 1990). 
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There have been thirty-six challenges to state supreme 

courts regarding public school funding systems (Dayton & 

Dupre, 2004). To date, nineteen courts have upheld state 

funding structures and seventeen funding structures have 

been declared unconstitutional (Dayton & Dupre, 2004). 

Scholars agree that overall student performance did 

not improve despite per pupil expenditures increasing 15% 

nationally(Peterson & West, 2003). "Despite plaintiff's 

adequacy lawsuits, money is not the answer to poor school 

performance" (Walberg, 2006). 

Historical Georgia Cases 

Equity of financial resources has been a topic of 

debate for over thirty years (Rubenstein, 2000). There are 

significant gaps in the funding for schools and the 

expenditures that school systems need to support state 

mandated basic education programs (Martin, 2004; Governor's 

Education Task Force, 2005). 

In 1936, the Georgia Supreme Court heard the first 

case regarding the school financial structure in Jones et 

al. v. Ellis et al. The Jones case forced the Georgia 

Supreme Court to struggle with the issue of school funding. 

The court ruled that funds collected should be distributed 

equitably according to the population of the school, tax 
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values and the number of certified teachers per grade level 

and by the number of public schools that existed within a 

county. In 1974, the Georgia Legislature developed a 

funding system for public education known as Adequate 

Program for Education in Georgia (APEG). Under this system, 

thirteen categories of funding were established. Total 

funding did not come from APEG; school systems were 

required to contribute a portion of their ad valorem taxes. 

Known as the required local effort (RLE), these funds are 

based upon a proportionate equalized adjusted share of the 

property tax digest with a multiplying factor based upon 

statewide local effort (Williams, 2005). 

Preceding the 1974 legislation for school funding, 

Georgia faced a significant challenge to its funding 

program, McDaniel v. Thomas, in 1981. Although the Georgia 

Supreme Court recognized in McDaniel v. Thomas that there 

were significant disparities in educational opportunities 

in Georgia and that school finance issues were justiciable, 

it upheld the state's school funding system under the equal 

protection clause of the state constitution. The McDaniel 

case led to the development of the current funding system 

in Georgia known as QBE. The Court found that education is 

not a fundamental right and there was a rational basis for 
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the disparities. In 1983, in McDaniel v. Thurman, the 

courts declared adequate education as a concept not defined 

in the Georgia constitution. 

In DeKalb v. Schrenko (11th Cir., 1997), a school 

district sought reimbursement from the state for the costs 

of desegregation. The 11th Circuit Court of Appeals ruled 

that the state was not liable for these costs. In Lowe v. 

State (Ga. 1997), private school students sought a writ of 

mandamus to require state payment of private school tuition 

under the state's tuition grant act. The Supreme Court of 

Georgia denied both requests by the plaintiffs. The DeKalb 

and Lowe decisions were significant to the state's 

educational finance structure and budget (United States 

Department of Education, 2001). 

In September 2004, CASFG v. State of Georgia was filed 

in the Fulton County Superior Court. The lawsuit was filed 

on behalf of 51 of the 180 school districts in Georgia. 

Many of the districts suing the state are rural districts 

seeking adequate and equitable school funding under the 

Georgia constitution. The Consortium for Adequate School 

Funding (CASFG) argues that underfunding of QBE and budget 

cuts aggravate an already growing problem in rural 

districts. CASFG argues that "the Georgia school funding 
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system fails to provide school districts, including 

Plaintiff Districts as well as other districts, with the 

resources needed to educate their students to meet 

contemporary educational standards and competitively 

function in a society where a high school diploma 

constitutes the bare minimum gateway qualification for 

viable employment and higher education" {CASFG v. State of 

Georgia, 2004) . 

Economics of Education 

The Coleman Report has caused many educational 

researchers to undertake studies to show the effect of 

"economic inputs on academic achievement" (Wenglinsky, 

1997, p. 10). A majority of the research uses the 

production function methodology to show at what level state 

and district resources should be allocated to improve 

student achievement (Wenglinsky,1997). Hanushek (1989) and 

Hedges, Laine & Greenwald (1994) have reviewed 38 studies 

between 1967 and 1987 "that examine the relationship 

between economic resources and student achievement" 

(Wenglinsky, 1997, p. 10). The studies conducted by 

Hanushek and Hedges, et al. "contained a total of 187 

estimates of relationships between resources and 

achievement when taking into account student background" 
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(Wenglinsky, p. 10). These estimates focused on seven 

inputs:(a) per-pupil expenditures, (b) teacher experience, 

(c) teacher education, (d) teacher salary, (e) teacher-

student ratios, (f) administrative inputs, and facilities 

(Wenglinsky). Hanushek (1989) concluded, in agreement with 

the Coleman et al. (1966), that there was no "strong or 

systematic relationship between expenditures and student 

performance" (p.47). 

Contrary to the Coleman Report and Hanushek's study, 

Hedges et al. (1994) found that there is a statistically 

significant relationship between school expenditures and 

student achievement. Other researchers (Krueger, 1998; 

Berliner & Biddle, 1995) have drawn similar conclusions, 

arguing that America's schools are better and there is 

evidence of school improvement, in opposition to what 

previous research has indicated. Kazal-Thresher (1993) 

concluded, "There is solid support for the argument that 

money can make a direct and significant impact on 

educational quality" (p.6). In contrast, Picus (1995) 

suggests that there is no strong statistical evidence that 

there is a relationship between spending and student 

outcomes. Garder (2007) asserts that "practical experience 
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in schools since the inception of the finance reform 

movement indicates that money does not matter" (p.32). 

Southern states have often been associated with being 

poor concerning their funding of public schools (Hirth, 

1996). Southern states have not fully taken hold of school 

reforms (1996). Hirth(2006)discovered that if there was 

going to be a change in school funding, policymakers must 

be "cognizant of fiscal disparities within states and 

between states" (p. 30). No school system has the ability 

to determine the inputs necessary for student achievement, 

especially in schools with high levels of poverty where 

money is often spent unwisely (Ryan, 2007). 

Many have attempted to qualify inputs and adequacy by 

developing various funding formulas that states can use to 

measure adequacy in their districts (Auglenblick & Myers, 

1999; Guthrie & Rothstein, 1999; Oden, 2001). Garda(2007) 

states, "Whatever the underlying cause, increasing funds do 

not appear to improve student achievement and school 

finance litigation will not improve student performance in 

poor and racially isolated schools" (p. 33). Most 

importantly, increased funds do not lead to better academic 

results (Ryan, 2007). Throwing money at a bad school will 
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not yield positive results unless the elusive question of 

what money should be spent on can be answered (2007). 

Currently, states do not require districts to report 

financial information by school (Gazzerra, Standard & 

Poor's, Laird, National Center for Educational Achievement, 

2008). States and school districts that track expenditures 

use conventions that are often more "misleading than 

informative" (2008, p. 3). Tracking spending in school 

districts does not mean those schools will improve student 

achievement (2008). 

The problem associated with methods used to track 

spending in school districts is that accountants use two 

categories for tracking school spending. Many school 

accounting structures identify spending in two categories, 

operations and functions; this explains why the production 

function approach is often used to measure student 

achievement and further explains why school systems are 

having a difficult time identifying where resources should 

be allocated to improve student achievement (Gazzerra et 

al., 2008). Others disagree with the assumption that even 

if spending is increased student achievement will not 

improve (Pan, Rudo, Schneider & Hansen, 2003). 
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Research shows that spending for instruction accounts 

for at least 60% of state and local operating expenditures 

(Picus, 2001). Research also discovered that school 

districts are typically consistent in their spending (Miles 

& Darling-Hammond, 1998). Economists and educational 

researchers have researched spending and student 

achievement in-depth. The typical method of research has 

been centered around the production function, which many 

economists and educational researchers have used to explain 

and quantify student achievement. Production functions have 

been used to describe how variables such as test scores, 

dropout rates, teacher salaries and socio-economic status 

influence student achievement. Researchers have discovered 

mixed findings on funding and student achievement (Coleman 

et. al, 1966; Hanushek 1986, 1987; Hedges et al., 1996; 

Grissmer, Flanagan & Williamson, 2000, 1998; Monk & Rice, 

1999). 

Does Money Matter 

The production function approach has yielded mixed 

results on funding and student achievement. Studies 

utilizing the production function approach seek to provide 

answers to policymakers on how the productivity of 

resources will affect student achievement over a period. 
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Education production functions use linear regression, 

correlation, or multivariate-discriminate analyses to 

indicate the nature of the relationship (Monk, 1992; 

Murnane, 1975) . Studies that use the production function 

approach select educational input variables and student 

achievement measures as outputs to determine if the 

selected educational inputs influence the outputs. 

Coleman et. al. (1966) and others began the long 

debate, sparking over 400 educational finance studies. 

Coleman et. al. (1966) found that money matters in 

determining student achievement, but it was not the only 

factor and although the socio-economic background of 

students is one of the most important determinants of 

educational achievement, it was not the only determinant. 

Their study concluded that: "Schools bring little influence 

to bear on a child's achievement that is independent of his 

background and general social context; and that this very 

lack of independent effect means that the inequalities 

imposed on children by their home, neighborhood, and peer 

environment are carried along..."(p. 325) 

Other large-scale studies carried out in the United 

Kingdom by Mortimore, Simmons, Stoll, Lewis and Ecob (1988) 

related various educational inputs to students in primary 
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and secondary schools. They, like Coleman et. al. (1966), 

concluded that other factors have contributed to the 

success of students, not money. Wenglinsky in 1997 used a 

national database to model the relationship between student 

expenditures and student achievement. He found that: 

Expenditures on instruction and central office 

administration affect teacher-student ratios, which in turn 

affect student achievement. On the other hand, capital 

outlays, school level administration and teacher education 

levels were found not be associated with student 

achievement (p.115). 

Hanushek has contributed a significant amount of 

literature on education production functions and has 

studied more than 300 published studies on education 

productivity models (1986, 1989). He found no strong 

relationship between school expenditures and student 

performance. In 1994, Hedges et al conducted a follow-up 

study on Hanushek's previous work by reexamining his 

methodology and reanalyzing his data. Their study found 

that there was a significant relationship between the 

amount of monies spent on education and student 

achievement. 



65 

A further analysis of the literature revealed that 

others have conducted similar studies as Hedges, with 

similar results (Klick, 2000). Klick found that resources 

in conjunction with the students' socio-economic background 

make a difference. He further concluded that the home plays 

a significant factor in student achievement (Klick). 

Empirical studies have done little to determine what 

educational inputs are needed to produce satisfactory 

educational outputs. Production function research is 

limited in its ability to link education inputs and outputs 

in a meaningful way (Knoeppel et. al, 2007). The use of the 

production function model "provides a poor estimate of the 

efficiency with which resources are transformed into 

student achievement measures" (Knoeppel, et. al, 187). 

Odden and Picus (2004) suggest that the production 

function has not been successful because: 

1. Production function research assumes that all schools 

are working toward the same goals and that those goals 

are related to "student achievement. Sometimes those 

goals are unrelated to student achievement. They could 

be related to high school dropout rate, increasing 

self-esteem, increase advantages in the labor market, 

etc. 
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2. It is difficult to identify inputs into the production 

function model. 

3. There are difficulties in determining the functional 

relationship among variables. 

4. There is an assumption that teachers and 

administrators all work to increase student 

achievement. 

Prior to 1995, there were 90 publications that 

produced 377 separate production functions estimates 

(Hanushek, 2007). Classroom resources only produced 9%, and 

14% of the studies produced statistically significant 

relationships (2007). "Twenty-nine percent of the students 

found a positive correlation between teacher experience and 

student performance; however 71% still provided no support 

for increasing teacher experience" (2007, p. 4) 

Studies have emerged that examined the multiple 

outputs of schooling (Knoeppel et al. 2007). Schwartz, 

Stiefel and Hadj Amor (2005) found that over a three year 

period in elementary, middle and high schools" in Ohio, when 

input and output prices are equal across all schools, a 

positive relationship exists. Their research found schools 

that were efficient spent 40% less than the less efficient 

schools and that the most efficient schools spent 72% of 
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their budget on instruction and the least efficient schools 

spent 63% of their budget on instruction. This notion 

partially validates the NCES assumption that if schools are 

going to be highly productive, then at least 65% of their 

budget must be spent on direct instruction. 

Another study by Rubenstein (2005) accommodated the 

use of multiple outputs by using data envelopment analysis 

(DEA) to measure school efficiency. DEA is a "linear 

programming technique that uses a non-parametric efficiency 

frontier that includes all decision-making units in the 

analysis (Rubenstein). 

Grubb (2008) argued the production functions that 

historically declared schools do not make a difference are 

incorrect. "Many school resources affect schooling 

outcomes...simple resources stressed in production functions 

are not among the most powerful school effects. Inputs that 

are most affective are "compound, complex and abstract" 

(2008, p. 134). Studying a system as complex as our 

educational system assumes that researchers actually 

understand how that system works (Baker, 1999). 

If money does matter, then discovering how school 

finance decisions have been delegated to schools and school 

districts will allow those resources to have the greatest 



impact on student learning. Financing education is based 

upon a set of programs (Hill, 2008). Financial systems are 

haphazard and non-strategic (2008). The system itself has 

proven to be responsive and reactive rather than proactive 

and prescriptive (2008). Educators systematically complain 

that making adjustments to programs is met with strict 

auditing requirements and "force[s] districts into a 

compliance mentality" (2008, p. 33). Lawsuits and 

legislative struggles will continue to generate lawsuits 

(2008). "One side emphasizes the hope that higher spending 

might produce more equitable results of schooling and the 

other counters that spending increases don't lead to highe 

student performance" (2008, p. 25). 

A study conducted by Latika Chaudhary (2009) found 

that Michigan's Proposal A found positive effects on 4th 

grade test scores (2009). Chaudhary found that when there 

was an increase in spending, there was an increase in 

student achievement. When accounting for an increase in 

student achievement, higher teacher salaries also had a 

positive impact on student achievement (2009). 

Barrow and Rouse (2004) and Guryan (2003) used the 

changes in school district funding formulas to determine 

the effects on school district spending. Barrow and Rouse 
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(2004) analyzed the effects of school spending based upon 

the increase of local property values. Guryan (2003) 

analyzed state spending in Massachusetts and found that 

changes in the state's funding formula had a positive 

impact on student achievement. Barrow and Rouse (2004) and 

Guryan (2003) concluded that when it comes to money and 

public schools, money does matter. 

Expenditures and Student Achievement 

Does money really matter? "What does this society gain 

in return for the funds it expends" (Hill, 2008, p. 18)? 

From 1980 to 2004 per-pupil spending grew from $6,462 to 

$11,470 (2008). In 2007, however, there appeared to be 

little relationship between 8th grade NAEP reading scores 

and what school districts spend per pupil. 

A study conducted by Hill(2008) found that one school 

district spent in excess of $14,000 per pupil and reported 

an average score on the 8th grade NAEP assessment. The study 

also found that a school district spending more than 

$13,000 per pupil reported the lowest 8th grade scores in 

the nation (2008). Likewise, states spending between $5,500 

and $8,000 per pupil had scores above the national average 

(2008). Upon further analysis, the researchers did find a 

modest relationship between district spending and student 
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achievement (2008). The researchers suggest, "It is 

conceivable that additional expenditures produce better 

results. It is equally conceivable that states with the 

wherewithal to spend more on education begin with a student 

population with fewer educational challenges" (2008, p. 

23) . 

In the United States, especially in the state of 

Georgia, there is a fundamental belief that high student 

achievement can be attained through the reallocation of 

financial resources. There is also a belief that if funding 

is reallocated, it will allow states to "harness the 

educational finance system" to meet this objective (King, 

Swanson & Sweetland, 2003, p. vi). With such an increase in 

the focus on student achievement, local, federal and state 

entities have developed accountability systems to monitor 

student achievement. Holding schools accountable has become 

the norm for many politicians and has dominated every 

discussion of any level of funding increase or decrease for 

public schools. Regardless of the disagreement" over 

policies, those interested in public school performance 

insist that states and local school systems find a way to 

measure student performance and the resources that are 

being allocated (Reschovsky & Imazeki, 2000). 
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The discontent with student performance led to the 

development by Patrick Byrne, founder of First Class 

Education, of the 65% rule. Byrne advocated the spending of 

65% of all operational costs on direct classroom 

instruction. 

Politicians, parents, school boards and educators 

generate many ideas; the combination of these ideas can 

result in advanced student achievement (Heckman & Krueger, 

2003). Increasing the school day, vouchers, increase in 

teacher salaries, and compulsory attendance all dominate 

their list of ideas (Heckman & Krueger). Heckman and 

Krueger believe that low income school districts that are 

allowed flexibility in defining ways to improve student 

achievement are more effective(Heckman & Krueger). 

The 65% Rule 

The relationship between student achievement and 

spending is discussed in many local and state boardrooms. 

To understand the relationship between spending and 

achievement, school finance principles must be understood. 

The No Child Left Behind Act has forced many school 

districts to find creative ways to meet the growing needs 

of students in their school districts, coupled with an 

increased expectation for student achievement. "The idea of 
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directing every dollar possible to classroom instruction is 

laudable, yet research documenting improved student 

achievement as a result of mandated spending requirements 

does not exist"(Brooks, 2006, p.l). 

According to the United States Department of 

Education, only 39% of state education budgets go towards 

non-instructional programs. Because spending is not tracked 

at the school level it is extremely difficult to determine 

where and how the money is spent. The state of Texas has an 

extensive system that documents school cost accountability. 

Data collected by the Texas Education Agency show that 

during the 2004-2005, only 59 cents of every tax dollar 

collected went towards classroom instruction and 41 cents 

went towards support functions (Texas Education Agency, 

2005). In California, only 54% went towards classroom 

instruction and in Illinois, only 46% went towards 

classroom instruction (Deloitte Consulting, 2002). 

Patrick Byrne, the chairperson and CEO of 

overstock.com, was the most prominent supporter of the 65% 

solution. Byrne was the largest contributor to the advocacy 

group known as First Class Education, an advocacy group 

that actively organized in sixteen states and the District 

http://overstock.com
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of Columbia to pass legislation that will mandate school 

districts to spend 65% on classroom instruction. 

The initiative is based on a definition developed by 

the National Center for Education Statistics (NCES) for 

instructional expenditures. NCES defines instructional 

expenditures as monies spent on salaries, benefits and 

teacher aides; as well as instructional materials, supplies 

and technology. Expenditures on school improvement 

activities are excluded. NCES analyzed data from 2002-2003 

and found only two states that met the 65% criteria: New 

York, spending 68.7%, and Maine, spending 67.1%. On 

average, NCES reported that states spent 61.4% on classroom 

instruction. NCES reported that 77% of all school districts 

spent less 65% on instruction. According to NCES Georgia 

spent 63.4% on classroom instruction and 48% of the school 

districts did not meet the 65% threshold on classroom 

expenditures. 

In 2006, Governor Sonny Perdue signed legislation that 

would require school districts to spend 65% or more on 

direct classroom instruction. Senate Bill 390, known as the 

Classroom First for Georgia Act, states that beginning in 

fiscal year 2008, each school system must spend a minimum 

of 65% of its total operating expenditures on direct 



classroom expenditures. The state of Georgia became the 

first state to pass legislation that designates 65% of 

operational expenditures to direct classroom instruction. 

Proponents of the 65% solution to education rely on 

the NCES for its definition (NCES, 2003). There is 

increasing pressure on federal, state, and local school 

budgets to ensure that school systems maximize student 

achievement (Gazzerra et.al., 2008). School systems have 

longitudinal data systems, but few systems that track 

finances (2008). Student achievement for many years has 

been viewed as a product of various inputs. Several 

attempts have been made to "link funding and learning" 

(Coleman et al., 1966; Hanushek, 1979, 1986, 1989; Hedges 

et al. 1994; Stevenson, 1998; Taylor, 1997; Wenglinsky, 

1997). 

A study conducted by Standard and Poor's found that 

nine of the states considering 65% legislation showed no 

significant positive correlation between spending and 

student achievement (2005) . The study found the're were 

several districts that spent above the 65% threshold with 

minimal student achievement: those that spent in excess o 

65% on classroom instruction had below average student 

achievement (Standard & Poor, 2005). Districts that had 
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high student achievement spent less than 65% and districts 

that had low student achievement spent more than 65%. 

Standard & Poor's concluded that student achievement does 

not "consistently increase at 65%, or any other percentage 

spent on instruction" (Standard and Poor's, 2005, p. 2). In 

May 2006, twenty-three states were considering legislation 

or resolutions to adopt the 65% solution. To date, Georgia 

is the only state that has made the 65% legislation law. 

Summary 

We do not know what the impact on student performance 

would be if schools or school districts were to 

dramatically change the way they spend their resources. 

Before seeking additional funds, there may be ways to 

restructure what is done with existing funds. Levin's 

Accelerated Schools, the New American Schools program 

designs, and hard analyses of current staffing patterns may 

all yield improved student performance (Picus, 2000) 

The research indicates that there is a continuous 

debate centered on funding and student achievement. There 

is no one-size-fits-all approach that can address the 

amount of resources allocated to schools and school 

districts. Funding and student achievement continues to be 

a constant fixture in public debates. As state legislatures 
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adjust formulas for funding schools, an increase in student 

achievement is also expected. 

Citizens have attempted to equalize spending through 

litigation. Cases argued before the Supreme Court of the 

United States have found less favor than those in state 

courts. The Serrano and Abbott cases have served as 

blueprints for many individuals seeking to revamp state 

spending policies. Georgia, unlike California, Tennessee, 

and New Jersey has not had to suffer through a tedious 

process of revising its foundation formula to ensure 

adequate funding for school districts. Georgia, although 

not immune to funding lawsuits, has had much success in 

ensuring that every school district receives its fair share 

of state-allotted funds. 

Studies on funding and student achievement have 

yielded mixed results. Several measures of input to 

schooling have also yielded mixed results. Studies have not 

been able to conclude with a high level of significance a 

primary indicator of student achievement. Coleman et. al. 

(1966) suggested that funding is not a critical factor in 

student achievement; instead, it is the family background. 

Hanushek (1996, 2007) has consistently argued that funding 

is not related to student achievement. 
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Determining the exact resources that determine student 

achievement is difficult. States define their own measure 

of output, therefore skewing any debate on what might be 

effective. Georgia is a part of a consortium of southern 

states that track dropouts and graduates based upon 

specific criteria (Southern Regional Education Board, 

2008). In their effort to increase student achievement, 

Georgia put in place a graduation coach program that would 

assist at-risk students with transitioning from middle 

school to high school and from high school to graduation 

(Georgia Department of Education, 2008). 

A major function of the graduation coach program is to 

successfully identify at-risk students and place them with 

a caring teacher (Georgia Department of Education,2008). 

Placing an at-risk student with a caring teacher will 

greatly influence that student's success (Hanushek & 

Rivkin, 2007). 

Education is considered a product that is a function 

of the amount of resources allocated for it. How best to 

measure the productivity of education is contested among 

researchers (Hanushek & Raymond, 2006; Ram, 2007; Grubb, 

2008; Klick, 2000; Verstegen & King, 1998). Researchers 
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have not been able to conclude which resources are the best 

predictors of student achievement. 

In 2005, Patrick Byrne, CEO and founder of 

overstock.com began promoting the idea of school districts 

spending 65 % of their total operational cost on 

instruction. Proponents of the 65% rule suggest that 

spending a set amount will have an immediate impact on 

student achievement. 

Georgia schools are largely funded by QBE and local 

property taxes. Per-pupil expenditure costs are equalized 

throughout the state. In 2006, Governor Perdue signed 

legislation making Georgia the first state to mandate a 

specific amount of spending for each school district. 

Research on mandated spending has indicated that such 

results are not true (Standard & Poor's, 2005). 

http://overstock.com


CHAPTER 3 

METHODOLOGY 

The purpose of this study was to describe and explain 

the relationships between educational inputs and measures 

of student achievement as outputs. "If different levels of 

student achievement are found in different schools then the 

source is to identify the source of the differences" 

(Glasman & Biniaminov, 1981, p. 509). The input-output 

analysis does not lend itself to measuring abstract 

relationships that exist in the educational setting (Bryck 

& Schneider, 2002; Glassman & Biniaminov, 1981; Newmann, 

Smith, Allensworth & Bryck, 2001). Consistency is a factor 

in the input-output analyses and is very difficult to 

maintain because "they require the participation of many 

different individuals" (Grubb, 2008, p. 108). Thomson(2000) 

suggested that researchers are concerned about the multiple 

aspects of the data that they are collecting. Therefore, it 

is important to use a multivariate approach that will 

create a better simulation of the reality from which the 

researcher is trying to generalize (Thomson, 2000).The 
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generalize (Thomson, 2000). The following chapter describes 

the research design and process used to assess the 

questions developed for the purpose of this study. Multiple 

criterion variables are used to determine which variable 

will be the greatest predictor of student achievement. 

Although a substantial body of literature exists comparing 

various instructional resources to student achievement, 

very little research exists on the relationship between 

multiple analyses of student achievement and instructional 

resources in the state of Georgia. The purpose of this 

quantitative study is to examine the public school 

districts in Georgia and their performance on selected 

achievement variables measured against selected resources 

intended to improve student achievement. 

Empirical studies have done little to specifically 

determine what educational inputs are needed to produce 

satisfactory educational outputs. Production function 

research is limited in its ability to link education inputs 

and outputs in a meaningful way (Knoeppel, et. al, 2007). 

The use of the production function model "provides a poor 

estimate of the efficiency with which resources are 

transformed into student achievement measures" (Knoeppel, 

et. al, p. 187). In education, there is more than one 
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output measure for a given set of inputs. Studies that 

examine the relationships of educational inputs relative to 

outputs must examine the those variables as multivariate 

composites (Pedhazur, 1997). 

Research Questions and Null Hypotheses 

What is the relationship between Georgia school 

districts' percentage of direct instructional expenditures 

and student achievement? Can an alternative statistical 

method determine the relationship between school district 

resources and student achievement? 

Hypothesis #1: There will be no statistically significant 

relationship of student achievement with districts' 

percentage of direct instructional expenditures. 

Hypothesis #2: There will be no statistically significant 

relationship of school districts' direct instructional 

expenditures and the percentage of students eligible for 

HOPE scholarships. 

Hypothesis #3: There will be no statistically significant 

relationship between school districts direct instructional 

expenditures and the percentage of students who attend post 

secondary institutions. 
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Hypothesis #4: There will be no statistically significant 

relationship between percentage of direct instructional 

expenditures and students who are retained. 

Hypothesis #5: There will be no statistically significant 

relationship between percentage of direct instructional 

cost and the graduation rate. 

Hypothesis #6: There will be no statistically significant 

relationship between percentage of direct instructional 

cost and the dropout rate. 

Research Design 

A general linear model (GLM) canonical correlation 

analysis was chosen for the research question. A canonical 

correlation analysis (CCA), which is the highest level of 

GLM and can be easily conceptualized, is a method closely 

linked with a more widely understood Pearson r correlation 

coefficient, and will be used to analyze data collected. 

CCA presents several advantages. First, CCA will allow the 

researcher to limit the chances of committing a Type 1 

error in the study (Thompson, 1991). Using CCA will 

minimize Type 1 errors because this method will allow for a 

simultaneous comparison of the data that is being tested 

(Sherry & Henson, 2005). Second, CCA will allow the 

researcher to investigate multiple variables, with multiple 
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causes and multiple effects (Sherry & Henson). A partial 

correlation analysis was conducted to statistically hold 

constant school district enrollment. 

This study will rely on electronic archival data from 

the Georgia Department of Education. The Georgia Single 

Statewide Accountability System will be used to collect 

student data on state-administered exams. The school 

district percentage data will be collected from financial 

information reported to the Georgia State Board of 

Education. 

The purpose of this study was to determine if a 

relationship existed between student expenditures and 

student achievement. Two linear equations will be formed 

and data will be collected for the four-predictor variables 

and five criterion variables. The predictor variable used 

in the analysis was PPE(Per-Pupil Expenditure). Per-pupil 

expenditure was based upon the Quality Basic Education 

(QBE) allotment or earnings data that includes both state 

and local contributions to the foundation program. 

Allotments for schools are calculated per Full Time 

Equivalency (FTE) for the district, thereby assisting the 

district on where to allocate resources that are dedicated 

to direct classroom expenditures. 
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The output variables used for this study were 

percentage of students receiving HOPE, retained students in 

grades K-12, dropout rates, graduation rate and the 

percentage of students attending post-secondary 

institutions. 

Population and Sample 

No sample will be required for this study. Data will 

be collected from all 180 public school systems in Georgia 

with at least one high school operating in the county. 

Data Collection 

The data will be collected from all 180 Georgia K-12 

school districts for the school year 2006. All data were 

extracted from archived data. The first database was 

obtained from the Georgia Department of Education. The 

second database retrieved from the Georgia Department of 

Audits and Accounts. Data collected from these sources 

identified per pupil expenditures, district wealth and 

percent of economically disadvantaged students. 

The Governor's Office of Student Achievement was the 

source of data on the number of retained students, 

graduation rates, and student enrollment at post-secondary 

institutions. 
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Data Analysis 

The data were downloaded and placed in an Excel 

spreadsheet and then analyzed using NCSS. Canonical 

correlation analysis is the procedure used to answer the 

overarching question. A partial correlation analysis was 

used to hold the size of the school district constant 

statistically. The canonical analysis was designed to 

determine which variates were predictors to the variables 

identified for the study while controlling percent 

expenditures for school districts. The variables were 

selected based upon their prevalence in the research 

literature. 

Summary 

There is inconclusive data on the impact of 

educational resources and student achievement. Production 

function studies have been limited in their ability to 

identify which resources have the greatest impact on 

student achievement. The sample of the study was taken from 

the 180 school districts in the state of Georgia. The data 

were collected using archived data from the Georgia 

Department of Education, the Georgia Department of Audit 

and Accounts and the Governor's Office of Student 

Accountability. A GLM canonical analysis was used to 
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determine the interrelationship among the multiple 

predictors and criterion variables. A partial correlation 

analysis was conducted to hold constant school district 

enrollment prior to conducting the main canonical 

correlation analysis. 



CHAPTER 4 

RESULTS 

The purpose of this study was to analyze the 

Classrooms First for Georgia Act (2006) and determine if 

there was a statistically significant relationship between 

school districts that spend 65 % of their total operational 

expenditures on direct instruction and selected cognitive 

output measures. This study also used a canonical 

correlation analysis to predict the relationship between 

resources and student achievement. 

Several studies conducted on financial resources and 

student achievement had mixed results. The problem 

associated with many of these studies are their limited 

analysis of all of the variables that have a significant 

impact on student achievement. 

Many studies used the production function model, which 

only analyzes a single input variable against multiple 

output variables, to analyze the relationship between 

spending and student achievement. This study used a general 

linear model, canonical analysis, which allowed the 
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thus creating a more robust analysis of data to determine 

how each of those variables is connected and the 

relationship they have with student achievement. One 

central research question and seven hypotheses guided the 

study. The findings are given according to each hypothesis. 

The researcher conducted a canonical analysis for the 

research question and used a partial correlation to hold 

school district size constant. Canonical analysis allowed 

the researcher to predict the outcome by comparing a 

variate with variables and considering "the pattern of 

variables that are highly correlated" with that variate 

(French & Chess, 2008). The partial correlation allowed the 

researcher to determine if there was a correlation between 

the multiple input and output variables while holding 

school district size constant. 

Organization of Data Analysis 

A canonical analysis was performed between a set of 

student output variables and a set of financial input 

variables. This study included data from all 180 public 

school systems in Georgia. The student output variables 

included percentage of students receiving HOPE 

scholarships, percent of students retained, graduation 

rate, dropout rate and students attending post secondary 
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institutions. The financial input variables measured the 

percentage of economically disadvantaged students, average 

teacher salaries, per pupil expenditures and school 

district wealth. 

Sample 

The sample data used for this study were taken from 

the 2006-2007 year. The researcher analyzed data from 180 

school districts for this study using archival data from 

three primary sources, the Georgia Department of Education, 

Georgia Department of Audits and Accounts and the 

Governor's Office of Student Accountability. Private 

schools were not used in this study because the state does 

not track their spending, nor are they held to the same 

standards as public schools. 

Results of Data Analysis 

The canonical correlation analysis was conducted 

between two sets of variables. The Number Cruncher 

Statistical System was used to analyze the data (Hintze, 

2009).Variables were chosen" based upon their consistent 

prevalence in the literature. Input variables taken from 

the 2006-2007 fiscal year included per pupil expenditures, 

average teacher salaries, school district wealth and 

percent of economically disadvantaged students. Output 
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variables included the graduation rate, HOPE, retained 

students, students attending post secondary institutions 

and the dropout rate. A partial correlation was conducted 

on the variables and held school district size constant. 

This study used the following research questions and 

hypotheses to evaluate their performance on selected 

achievement variables. What is the relationship between 

Georgia school districts' percentage of direct 

instructional expenditures and student achievement? Can an 

alternative statistical method determine the relationship 

between school district resources and student achievement? 

Hypothesis #1: There will be no statistically significant 

relationship of student achievement with districts' 

percentage of direct instructional expenditures. 

Hypothesis #2: There will be no statistically significant 

relationship of school districts' direct instructional 

expenditures and the percentage of students eligible for 

HOPE scholarships. 

Hypothesis #3: There will be no statistically significant 

relationship between school districts direct instructional 

expenditures and the percentage of students who attend post 

secondary institutions. 
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Hypothesis #4: There will be no statistically significant 

relationship between percentage of direct instructional 

expenditures and students who are retained. 

Hypothesis #5: There will be no statistically significant 

relationship between percentage of direct instructional 

cost and the graduation rate. 

Hypothesis #6: There will be no statistically significant 

relationship between percentage of direct instructional 

cost and the dropout rate. 

Table 1 shows the descriptive statistics for the 

variables used in the study. Table 2 shows the results of 

the canonical correlation analysis for the input and output 

variables. Table 2 shows that Variate 1 (p=0.0000) and 

Variate 2 (p=0.0005) are statistically significant at 

a=.05. None of the remaining variates were statistically 

significant. The first canonical correlation between the 

first pair of variables is 0.6393. This value represents 

the highest possible canonical correlation between the 

selected output and input variables. The second canonical 

correlation between the second pair of variables is 0.3532. 

This represents the second highest possible canonical 

correlation between the input and output variables. 
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Table 1. Descriptive Statistics 

Y2 

YB 

YC 

YD 

YE 

XB 

ZB 

H o p e E l i g i b i l i t y 0 7 P e r c e n t a g e 

LN OF RETAINED STUDENTS COUNT 

LN OF GRADUATES COUNT 

LN OF POST SECONDARY COUNT 

LN OF DROPOUT COUNT 

P e r c e n t o f E x p e n d i t u r e s 0 7 

LNENROLLMENT COUNT 
Note: LN means a natural logarithm or the variable 

Mean 

3 5 . 6 5 7 1 

5 . 1 0 9 4 

5 . 3 3 4 7 

4 . 7 1 9 1 

4 . 0 7 8 8 

5 5 . 2 0 5 6 

8 . 2 8 7 

S t d . D e v i a t i o n 

was taken prior 

9 . 0 0 9 3 9 

1 . 2 2 7 4 4 

1 . 0 9 0 8 1 

1 . 1 0 6 8 7 

1 . 2 2 2 2 8 

5 . 6 1 0 9 4 

1 . 1 5 5 2 5 
to the analysis. 

N 

175 

180 

175 

175 

156 

180 

180 

The first variate pair accounted for 40.8% of the 

total variance, and the second variate pair accounted for 

12.5% of the total variance. The total pooled variance 

explained by both statistically significant variates is 

53.3% (Table 3). 

Interpretation of the canonical variable begins 

at .30. The variables relevant to the first canonical 

variate (Variate 1) were, in the order of significance, 

Percentage of Economically Disadvantage Students 

(X5PERCPOOR), Average Teacher Salary (XAAVGSLARY), Per 

Pupil Expenditures (XCLNPUPILSPEND), and School District 

Wealth (XDLNWEALTH). Taken as a pair, the first canonical 

variates indicate that X5PERCPOOR (-0.6260) appears to have 

the most impact on the canonical variate of input 

variables. This suggests that the percentage of 

economically disadvantaged students defines the first 
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canonical variate of input variables. A statistically 

significant linear relationship exists between input and 

output variables in the first canonical correlation 

analysis. 

The variables relevant to the second canonical variate 

(Variate 2) were, in the order of significance, XDLWEALTH, 

XCLNPUPILSPEND, XAAVGSALARY, and X5PERCP00R. XDLWEALTH 

(-0.3262) was the only variable significant at the .30 

level. Although not a strong indicator, wealth was the only 

variable that exhibited a strong relationship on canonical 

input variables for the second canonical variate. School 

district wealth appears to be the strongest predictor of 

student achievement for the second canonical variate 

(Variate 2). 
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Table 4 shows the results of the partial correlation 

analysis for the input and output variables of schooling 

when school district enrollment is held constant. When 

controlling for school district enrollment, the number of 

student eligible for HOPE scholarships (.007) was not 

correlated to percent expenditures. When controlling for 

school district enrollment, the number of students retained 

(.066) was not correlated with percent expenditures. When 

controlling for student enrollment, the number of students 

graduating(-.069) was negatively correlated with percent 

expenditures. When controlling for school district 

enrollment, the number of students enrolling in post 

secondary institutions slightly improves (.115) but was 

still not a strong correlation with percent expenditures. 

When controlling for school district enrollment, the number 

of students who dropout of (-.020), was negatively 

correlated to percent expenditures. None of the output 

measures of student achievement were statistically 

significant. 

Summary 

The research question was designed to determine if 

school districts that spend 65% of their total operational 



expenditures on direct instructional cost had a higher 

percentage of student achievement than those that did not. 

Seven hypotheses were formulated to determine how selected 

predictor variables would affect student achievement. 

A canonical analysis was conducted to determine if 

there was an interrelationship among input and output 

variables. The canonical analysis revealed that two of the 

four variables were statistically significant at a=.05. The 

canonical analysis also showed that school district wealth 

and the percentage of economically disadvantaged students 

were the strongest predictors of student achievement. A 

canonical correlation analysis was conducted to determine 

the effect which predictor variable determined student 

achievement while holding the school district size 

constant. 

As seen in Table 4, when school district enrollment is 

held constant, there was no significant correlation between 

percent expenditures and the indices of student 

achievement. No school districts spent 65% or more in 

direct instructional cost. However, with the range of the 

available range of percentages of direct instructional 

costs, there was no significant relationship of percent 

spent on direct instructional cost with student achievement 
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measures. Therefore, even if spending increased to reach 

the 65% mandated by Governor Perdue, it probably would not 

have a statistically significant relationship with student 

achievement. 



CHAPTER 5 

CONCLUSIONS, IMPLICATIONS AND RECOMMENDATIONS 

The purpose of this study was to examine the 

relationship between school districts spending 65 % of 

total operational expenditures on direct instructional 

cost. An alternative method of analysis was used to 

determine the interplay of multiple inputs and multiple 

output variables. This study included data from 180 school 

districts in the state of Georgia. Data for student 

achievement was collected from the Georgia State Department 

of Education, Georgia Department of Audits and Accounts, 

and the Governor's Office of Student Achievement. 

Minimal research analyzed how multiple input and output 

variables influenced student achievement. Studies that 

analyzed student achievement and district spending produced 

mixed results. As stated in Chapter 2, some studies 

demonstrated that money was a good predictor of student 

achievement, while other studies indicated that it was not. 

Georgia school districts have been able to offset many of 

their financial woes by increasing millage rates to offset 

99 
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sources. The No Child Left Behind Act of 2001 forced many 

states like Georgia to reform their expectations for 

student achievement. While the expectations increased, some 

believe that the money did not. In 2004, the state was sued 

by Consortium for Adequate School Funding in Georgia in an 

effort to increase funding for their school districts. 

Student expenditures have increased tremendously over the 

past 30 years (Hanushek, 2004). The problem has not been 

the increase in funding; the problem with education funding 

has been "policies with a weak or inconsistent relationship 

to student learning" (Roza, 2007, p. 1). 

In 2006, Georgia spent 62.3% of its budget in the 

classroom (Brooks, 2006). Georgia ranked 27th in the nation 

in student expenditures and spent $8,565 per student (NCES, 

2008). Georgia has seen a steady increase in the graduation 

rate, in students attending post-secondary institutions, in 

students receiving HOPE scholarships, (Georgia Department 

of Education, 2008). 

The literature suggests that questions surrounding 

educational resources and student achievement remain 

unanswered. Policymakers have attempted to solve the 

problem of funding by devising intricate funding mechanisms 
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to offset poor resources generated within school districts 

(Roza & Hill, 2006). 

Summary of the Study 

Georgia began funding public schools in 1777. The 

primary mechanism to fund Georgia's public schools has 

changed over the years. Georgia, like many states, uses a 

minimum foundation program to provide financial support to 

180 school districts. It is within this program, lqQBE that 

the Georgia General Assembly guarantees a minimum amount of 

funding per pupil based upon each school district's 

reported Full Time Equivalent (FTE). Each district's FTE 

was calculated based upon a weighted formula produced by 

the General Assembly. 

School districts offset any funding provided by the 

General Assembly by leveraging taxes. Portions of the taxes 

generated in the school district are allotted specifically 

for educational purposes. Some districts are able to 

generate more funds than others are, hence the CASFG v. 

Georgia lawsuit. •** • 

Challenges to Georgia's funding program have been 

unsuccessful. Acknowledging the need to adjust to a growing 

and demographically diverse population, Georgia's current 

Governor, Sonny Perdue, formed a task force to identify 
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effective strategies that will improve educational outcomes 

for all students. In many instances, this requires a 

reallocation of and an increase in funding. 

As funding for school districts increases, so does the 

public's expectation for student achievement. Despite 

research that indicates money is not a strong predictor of 

student achievement, Georgia passed legislation that made 

it the first state to mandate a specific level of spending 

for every school district. In 2006, Georgia mandated that 

every school district will spend 65% of their total 

operational expenditures on direct instructional cost. 

Research conducted on what has become known as the 65% rule 

found no statistically significant correlation between 

increased spending and student achievement. Why would the 

state of Georgia mandate a program that has no perceived 

benefits to student achievement? 

Studies conducted on education finance used the 

production function to explain the relationship between 

student achievement and expenditures (Elliot, "1998; Ram,-

2004; Okpala, Okpala & Smith, 2001). Research suggests that 

funding for public education is a system that is non-

strategic and very reactive (National Working Group, 2008). 

Research that used the production function approach 
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suggests that identifying key resources for education will 

allow policymakers to devise legislation that will increase 

student achievement (Knoeppel, Verstegen & Rinehart, 2007). 

Challenges remain for policymakers and educators to 

determine how to serve the needs of students in their 

states and local school districts. Increasing pressures on 

state budgets as well as local budgets force all involved 

to identify ways to measure the greatest return on their 

investment (Gazerra et. al, 2008). 

The purpose of this dissertation was to use the 

canonical correlation analysis to analyze the Classroom 

First for Georgia Act and its relationship to student 

achievement while controlling for total student enrollment. 

The results of this study may enable legislators to rethink 

the Classroom First for Georgia Act and develop legislation 

that will affect student achievement. The primary research 

question was "What is the relationship between school 

districts that spend 65% of their total operational cost on 

direct instructional cost?" This study included data from 

180 Georgia public school districts. Student data was 

collected from three sources, the Georgia Department of 

Education, Georgia Department of Audits and Accounts and 

the Governor's Office for Student Accountability. 
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The dependent variables identified as measures of 

student achievement were HOPE, students attending post-

secondary institutions, graduation rate, retained students 

and the dropout rate. The independent variables identified 

were school district wealth, average teacher salary, 

percentage of economically disadvantaged students, and per-

pupil expenditures. 

To determine if there was a relationship between the 

student achievement variables and the expenditures, a 

canonical correlation analysis and a partial correlation 

was performed on the data collected. 

Discussion 

The purpose of this study was to examine the 

relationship between multiple inputs and outputs of student 

achievement using a canonical analysis. The researcher 

wanted to use another statistical method to help clarify 

prior research on the indices of student achievement. 

Response to the Research Question 

What is the relationship between school districts that 

spend 65% of their total operational cost on direct 

instructional cost? A summary of findings indicates that 

none of the school districts spent 65%, and that with the 

range of the percents available, the percent spent has 
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little or no relationship to student achievement. This 

suggests that spending 65% or more is unlikely to have a 

positive effect on student achievement. 

A study conducted by O'Connell Smith (2004) analyzed 

school districts in Minnesota, and found that Minnesota 

spent very little on education and that 25% of their 

students live in poverty and have high achievement results. 

The research indicated that financial resources for the 

state of Minnesota were allocated to attract and retain a 

highly qualified teaching staff (2004). 

Rati Ram (2004) and Marta Elliott (1998) in their 

studies found a positive relationship between expenditures 

and student achievement. Contrary to their findings, 

Okpala, Okpala and Smith (2001) found that there was no 

relationship between student achievement and financial 

resources. Hanushek (2007) in several studies indicated 

that money does not matter. Ram found that when resources 

are allocated for a specific purpose, there is a slightly 

significant improvement in student achievement (2007). 

Governor Perdue's primary argument for mandating spending 

was to improve student achievement (2007). Researchers have 

maintained that it is difficult to measure the relationship 
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between resources and student achievement because of the 

way school districts allocate their funds (Grubb, 2008). 

The analysis revealed that school district wealth is a 

predictor of student achievement. The analysis also 

revealed that economically disadvantaged students are a 

predictor of student achievement. 

The ability of a school district to raise revenue in 

addition to state and federal allocations allows increased 

flexibility for school districts. School districts that are 

able to supplement state-allocated funds with local revenue 

are able to provide a variety of educational opportunities 

for the students in their school districts. 

Hypothesis #1: There will be no statistically 

significant difference in student achievements between 

school districts that spend 65% on direct instructional 

expenditures and districts that spend less than 65 % on 

direct instructional expenditures. There were no school 

districts that spent 65% of their resources on direct 

instructional cost and with the range of percents 

available, the percent spent has little or no relation on 

student achievement. This suggests that spending 65 % or 

more is unlikely to have the intended effect of increased 

student achievement. Scholars agree that increasing 
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expenditures does not increase overall student performance 

(Peterson & West, 2003). Litigation in many states 

attempted to rectify weak funding mechanisms. Lawsuits have 

not been the answer for increased student performance 

(Walberg, 2006). 

Standard & Poor's (2005) analyzed nine states that 

were considering the 65% rule. The study found several 

school districts spent above the 65 % and found minimal 

student achievement: school districts that spent more than 

65% had below average student achievement (Standard & 

Poor's). "Expense preference implies that appropriately 

designed institutional reforms, which reduce managerial 

discretion in school districts, could be preferred to 

output-based incentives do not address the underlying 

source of production inefficiency"(Dee, 2005, p. 41). 

Hypothesis #2: There will be no statistically 

significant relationship between school districts that 

spend 65% on direct instructional expenditures and students 

eligible for HOPE scholarship. In the first year of the 

HOPE scholarship program, 54.7 % of Georgia's high school 

graduates were eligible to receive the scholarship 

(Rubenstein, 2003). Grade inflation was a concern for 

researchers (Rubenstein). While the nation experienced an 
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increase in SAT scores, Georgia saw a slight drop in 

overall performance on the SAT (Rubenstein). Student 

motivation, although not measured, appeared to have a 

positive impact on student performance in high school 

(Rubenstein). No district spent 65 %; with the range of 

percent available, the percent spent had no relation to the 

number of students eligible for HOPE scholarships. 

Hypothesis #3: There will be no statistically 

significant relationship between school districts that 

spend 65 % on direct instructional expenditures and 

students who attend post-secondary institutions. In 

Georgia, 41,495 students enrolled in a post-secondary 

institution (Governor's Office of Student Achievement, 

Report Card, 2006). There was a near zero negative 

correlation between students' enrollment (-.004) in post-

secondary institutions and percent expenditures. When 

enrollment was held constant, there was a near weak 

positive correlation (.115) between percent expenditures 

and students who attended a post-secondary institution. No 

school districts that spent 65% with the range of percents 

were available. Increasing spending will likely have little 

to no relationship on the number of students who will 

attend a post secondary-institution. 
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Hypothesis #4: There will be no statistically 

significant difference between school districts that spend 

65% on direct instructional expenditures and students who 

are retained. In 2006, 68,397 students were retained in 

grades K-12 in Georgia public schools (Governor's Office of 

Student Achievement, 2006). There was a near zero negative 

correlation (-.043) between students retained and the 

percent expenditures. No district spent 65% with the range 

of percents available. The data suggest that school 

districts spending 65% of their resources will not have the 

intended effect of decreasing the retention rate for school 

districts. 

Hypothesis #5: There will be no statistically 

significant relationship between school districts that 

spend 65% on direction instructional cost and the 

graduation rate. Research suggests community 

characteristics are a strong predictor of student 

graduation rates (Dee, 2005). Dee (2005) found that when 

student resources for instruction-are increased the 

graduation rate increases by 4.7%. When analyzing the 

relationship between school district resources and student 

achievement a near zero negative relationship exits before 

(-.086) and after (-.069) controlling for student 
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enrollment. No school district spent 65% of their resources 

with the range of percent available. This suggests that 

increased spending will not have a statistically 

significant impact on the graduation rates for Georgia 

school districts. 

Hypothesis #6: There will be no statistically 

significant relationship between school districts that 

spend 65% on direct instruction and the dropout rate. In 

2006, the Georgia General Assembly allocated resources that 

would place graduation coaches in every high school in 

Georgia (HB 1027, 2006). In 2007, the General Assembly 

allocated resources that would place a graduation coach in 

every middle school in Georgia. Since its inception, the• 

graduation coach program has reduced the dropout rate from 

3.8% to 2.6 in grades 6-8 and reduced the dropout rate from 

5.5% to 3.% in grades 9-12 (Georgia Department of 

Education, 2008).The most difficult task for researchers is 

to identify how states determine a dropout (Creech, 2000). 

The various methods used by states to calculate • 

dropout rates cause states and policymakers to develop 

strategies that address the issue of dropouts (Southern 

Regional Education Board, 2000). The data may be unreliable 
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due to the school's lack of accuracy in reporting and 

counting of students who leave (2000). 

When analyzing the effect of percent expenditures on 

dropout rates, there was near zero negative relationship 

(-.076) between the percent school districts spent and the 

dropout rate. When student enrollment was held constant, a 

near zero negative relationship (-.020) still existed 

between the percent school districts spent and the dropout 

rate. 

Two of the four canonical correlations were found to 

be statistically significant at a=.05 level, indicating 

that the linear combinations of variables and variates were 

related. The data collected revealed that a statistically 

significant relationship exists between inputs and outputs 

of schooling. The statistically significant variables 

accounted for 56.9% of the pooled variance among input and 

output variables. The variables that displayed the greatest 

significance were the percentage of economically 

disadvantaged students and school district wealth. The 

results from this study suggest that a relationship does 

exist between school resources and student achievement. 

None of the school districts spent 65%, and with the 

range of the percents available, the percent spent had 
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little or no relation to student outcomes. According to the 

final equation, there was no significant relationship 

between school districts spending 65% on direct 

instructional cost and student achievement. Significance 

for all hypotheses was set at a=.05 level. Each of the 

hypotheses tested was below the .05 level, therefore we can 

reject the null hypothesis for each of the seven hypotheses 

formulated for this research. Spending 65% or more on 

direct instructional cost is unlikely to have an impact on 

student achievement. 

Conclusion 

Taxpayers desire to have schools that require higher 

levels of accountability in the area of finances. When the 

public sees an increase in spending for schools, they 

naturally assume that student achievement will increase 

(Byrne, 2007). 

It is very difficult to develop policies that are 

effective at increasing student achievement. Policies often 

fail to achieve their desired result because legislators 

are often jaded by policies that increase resources to 

school districts but have little to no effect on student 

achievement. 
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The data revealed that school district wealth and the 

percent of economically disadvantaged students are critical 

in improving student achievement. Increased property values 

in school districts allow local school boards to supplement 

resources not provided by the state. Wealthy school 

districts are able to enhance curriculum K-12 options. The 

characteristics of the community play a vital role in the 

educational success of students. 

The percentage of funding does not matter when attempting 

to increase student achievement. Because the 65% rule 

includes teachers' salaries, it further skews the 

relationship between school district resources and student 

achievement. Several questions should be considered when 

analyzing school resources. First, should all resources be 

monetary? Efficiency in schools has always looked at how 

the money was spent, but in-kind resources, such as the 

level of parent and community volunteers in a school or 

school district, may have be relative to student 

achievement. Will local businesses-donate industry-specific 

items to schools (i.e., flight simulators, computers, and 

air conditioners, et cetera)? How are resources spent at 

the building level? Georgia allocates funds to school 

districts, and those districts control the allocation of 
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the funds for their schools. In order to gain a full 

understanding of how money impacts student achievement, one 

should be able to track spending at the school level. 

On average, wealthier school districts spend 19% more 

than the poorest school districts (Rubenstein & Sjoquist, 

2003). Because wealthier districts are able to generate 

more revenue per pupil, it allows them to offset any 

funding shortages from the state. 

Georgia is currently in the midst of a legal challenge to 

its current funding system, QBE. Government officials have 

attempted to thwart that challenge by implementing the 65% 

rule. 

Implications 

The purpose of this study was to examine the 

relationship between school districts spending 65% of their 

total operational expenditures on direct instructional cost 

and its impact on student achievement. In 2006, Governor 

Perdue signed legislation that mandated a specific level of 

spending for all school districts. The problem with such 

legislation is that no empirical studies have linked 

mandated levels of spending to student achievement. 

When Governors and legislators began to assume that 

all school districts will achieve the same results by 
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spending the same percentage of money in the classroom then 

it is also assumed that each school district possess the 

same demographics. However, as the findings and conclusion 

of this study indicate, economically disadvantaged students 

and district wealth are predictors of student achievement. 

One can assume with caution that economically disadvantaged 

students in wealthy districts will likely have higher 

student achievement. When looking for a relationship among 

individual indices, there was no significant correlation 

between input and output measures of schooling. 

It is hard to conceive that school districts will not 

spend the necessary resources that will help their students 

to be successful. It is evident in the increasing 

graduation rate, the number of student who receives HOPE 

scholarships, the retention rate and the percentage of 

students who dropout of school. There is some concern when 

the government mandates spending to an autonomous body of 

individuals. Maybe mandating spending will allow for more 

accountability on how districts spend their money but it 

also forces school districts to cut resources for other 

programs that have been beneficial to the success of 

students in their school districts. 
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It is conceivable that some districts will have a hard 

time meeting the 65% mandated spending rule. There are 

other factors in the 65% rule that are not accounted for. 

The percentage of economically disadvantaged students, 

transportation, food services, counselors and media 

specialist whom all play a role in the educating students. 

Although the rule allows school districts to apply for a 

waiver if they have not met the expenditure requirements, 

the rule assumes that the only measures of student output 

are standardized test. 

The implications of this study to the political and 

educational community are strong. The findings in this 

study could serve as a guide for state officials and 

educators to have in depth discussions about funding in 

Georgia school districts. Legislators need to understand 

that mandating spending in school districts does not 

improve student achievement. Legislators should take a 

closer look at how those resources are spent and if the 

practices of school districts are meeting the needs of 

their students. In education, we have identified best 

teaching practices in the classroom, why should best fiscal 

practices at the classroom level be any different? 

Therefore, the study rendered two distinct findings. One, 
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the study revealed that economically disadvantaged student 

and school district wealth are predictors of student 

achievement. Likewise, the study confirmed prior research, 

increasing expenditures does not improve student 

achievement. 

Recommendations 

This study examined the relationship between school 

districts that spend 65% of their total operational cost on 

direct instruction and how an alternative statistical 

method can predict what input resources correlate to 

student achievement. However, additional studies could 

expand the scope and direction of student achievement 

research in the state of Georgia. Possible research 

endeavors may include: 

1. The data used for this study was based on the 2006 

fiscal year, the same year Governor Perdue signed 

legislation. A repeat of this study utilizing baseline 

data for 2008 expenditures should be explored. 

2. A system should be implemented that would "allow- for the 

tracking of school district spending at the school 

level. This will allow policymakers and educators to 

make better decisions about where schools spend money 

that effect student achievement. 
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3. A longitudinal study should be conducted to determine 

the long term affects of mandated spending on student 

achievement. This would allow policymakers and educators 

to make informed decisions about adjustments, if any to 

the QBE funding formula, especially at the secondary 

level. 

4. Standardized test data should be added to the multiple 

outputs to determine their interrelationship with input 

variables. This will allow policymakers and educators to 

determine if the mandated spending policy has proven 

effective over a period of time. 

Summary 

Developing a mechanism of funding for education is 

complex and unique to every state. The current funding 

model for Georgia does take into account the needs of 

various students, therefore allowing for increased funding 

for those students. This study was designed to address the 

impact mandated funding would have on student achievement. 

This study also analyzed how using an alternative, 

statistical method would clarify research on what input 

resources can help predict student achievement. 

This study confirms what Standard & Poor's found in 

their 2005 study of the 65% rule; mandated spending will 
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not improve student achievement. Policies like Classrooms 

First for Georgia Act, looks good on paper and it appears 

to go a long way with constituents in school districts 

where there is a belief that school boards are not 

utilizing resources appropriately and student achievement 

is lagging. Policies of this nature only serve one purpose, 

reelection. It allows politicians to appear to be 

passionate about students and their education but it really 

cloaks a greater problem, financing education is too 

complex to fix in forty days. 
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Senate Bill 390 

By: Senators Chance of the 16th, Moody of the 56th, Carter 

of the 13th, Unterman of the 45th, Staton of the 18th and 

others 

AS PASSED 

AN ACT 

To amend Part 4 of Article 6 of Chapter 2 of Title 20 of 

the Official Code of Georgia Annotated, relating to 

financing for quality basic education, so as to require 

local school systems to spend a minimum amount of operating 

funds on direct classroom expenditures; to provide a short 

title; to provide for definitions; to provide for 

incremental compliance; to provide for waivers; to provide 

for sanctions for noncompliance; to provide for the 

submission of budget and expenditure information; to 

provide for rules and regulations; to change certain 

provisions relating to expenditure controls for fiscal 

years 2007 and 2008; to provide for related matters; to 

provide for an effective date; to repeal conflicting laws; 

and for other purposes. 

BE IT ENACTED BY THE GENERAL ASSEMBLY OF GEORGIA: 

SECTION 1. 

This Act shall be known and may be cited as the "Classrooms 

First for Georgia Act." 



125 

SECTION 2. 

Part 4 of Article 6 of Chapter 2 of Title 20 of the 

Official Code of Georgia Annotated, relating to financing 

for quality basic education, is amended by inserting at the 

end of such part new Code sections to read as follows: 

"20-2-171. 

(a) For purposes of this Code section, the term: 

(1) 'Direct classroom expenditures' means all expenditures 

by a local school system during a fiscal year for 

activities directly associated with the interaction between 

teachers and students, including, but not limited to, 

salaries and benefits for teachers and paraprofessionals; 

costs for instructional materials and supplies; costs 

associated with classroom related activities, such as field 

trips, physical education, music, and arts; and tuition 

paid to out-of-state school districts and private 

institutions for special needs students. This term shall 

not include costs for administration, plant operations and 

maintenance, food services, transportation, instructional 

support including media centers, teacher training, and 

student support such as nurses and guidance counselors. 

(2) 'Total operating expenditures' means all operating 

expenditures by a local school system during a fiscal year, 

including expenditures from federal, state, and local funds 
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and from any other funds received by a local school system, 

such as student activity fees. This term shall not include 

capital outlay expenditures, debt or bond payments, 

interest on debt or bonds, facility leases, or rental 

payments. This term shall also not include any costs which 

are incurred by a local school system to comply with any 

mandate by statute or by the Georgia Department of 

Education effective on or after January 1, 2006 to add 

specific non-classroom staff positions, 

(b) Beginning with fiscal year 2008: 

(1) Each local school system shall spend a minimum of 65 

percent of its total operating expenditures on direct 

classroom expenditures, except as otherwise provided in 

this subsection; 

(2) For any fiscal year in which a local school system has 

direct classroom expenditures that are less than 65 percent 

of its total operating expenditures, the local school 

system shall be required to increase its direct classroom 

expenditures by a minimum of 2 percent per fiscal year as a 

percentage of total operating expenditures, beginning in 

the subsequent fiscal year and each fiscal year thereafter, 

until it reaches 65 percent. For fiscal year 2008, the 

baseline year from which the required increase will be 

determined shall be based on expenditure data from fiscal 

year 2007; 
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(3) A local school system that has direct classroom 

expenditures that are less than 65 percent of its total 

operating expenditures and that is unable to meet the 

expenditure requirements in paragraph (2) of this 

subsection may apply to the State Board of Education for a 

one-year renewable achievement waiver. The waiver request 

must include evidence that the local school system is 

exceeding the state averages in academic categories 

designated by the board, which may include, but not be 

limited to, criterion-referenced competency tests, the 

Georgia High School Graduation Test, and the SAT, a plan 

for obtaining compliance with this Code section, and any 

other information required at the discretion of the board; 

and 

(4) A local school system that has direct classroom 

expenditures that are less than 65 percent of its total 

operating expenditures and that is unable to meet the 

expenditure requirements in paragraph (2) of this 

subsection may apply to the State Board of Education for a 

one-year renewable hardship waiver. Waivers granted 

pursuant to this paragraph shall be limited to extreme 

situations in which such situation is solely responsible 

for the local school system's inability to meet the 

expenditure requirements. Such situations may include, but 

are not limited to, Acts of God and inordinate unexpected 
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increases in energy and fuel costs. The waiver request must 

include revenue and expenditure reports and specific 

details providing compelling evidence as to the impact that 

the intervening extreme situation had on the local school 

systems ability to comply with expenditure requirements and 

any other information required at the discretion of the 

board. 

(c) The State Board of Education shall have the authority 

to impose sanctions against a local school system that 

fails to comply with the provisions of this Code section or 

any rules and regulations promulgated pursuant to 

subsection (e) of this Code section. Such sanctions shall 

be at the discretion of the board and may include, but not 

be limited to, requiring the local school system to devise 

and implement a plan to meet the expenditure requirements 

of this Code section in the subsequent fiscal year or 

withholding all or any portion of state funds in accordance 

with Code Section 20-2-243. 

(d) The State Board of Education shall be authorized to 

require the submission of budget information and 

expenditure data from local school systems for the purposes 

of verifying compliance with this Code section. 

(e) The State Board of Education shall be authorized to 

promulgate rules and regulations to implement the 

provisions of this Code section. 
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20-2-172. 

(a) For the purposes of fiscal years 2007 and 2008 only, 

the following change to Code Section 20-2-167 shall apply: 

For each program identified in Code Section 20-2-161, each 

local school system shall spend 100 percent of funds 

designated for direct instructional costs on the direct 

instructional costs of such program on one or more of the 

programs identified in Code Section 20-2-161 at the system 

level, with no requirement that the school system spend any 

specific portion of such funds at the site where such funds 

were earned. 

(b) This Code section shall be automatically repealed on 

July 1, 2008." 

SECTION 3. 

This Act shall become effective July 1, 2006. 

SECTION 4. 

All laws and parts of laws in conflict with this Act are 

repealed. 
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