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T h e C a m p a i g n f o r F i s c a l E q u i t y, I n c .

CFE is a coalition of 14 parent/advocacy groups that seeks to reform New York
State's school finance system to ensure adequate resources and the opportunity
for a sound basic education for all students in New York. Founded in 1993, CFE
has (1) litigated CFE v. State, (2) promoted an extensive statewide campaign of
community organizing and public engagement on education reform and finance
issues, (3) conducted in-depth policy research, and (4) established a national network of attorneys, advocates, and policy-makers committed to reform in education and education funding.
In a major triumph for CFE and the students it represents, the Court of Appeals,
New York's highest court, held last June that (1) the state funding system must be
reformed to ensure that every school in New York City has sufficient resources to
provide its students with the opportunity for a meaningful high school education,
and (2) a new accountability system must be put into place to ensure that all students do in fact receive the opportunity for a meaningful high school education.
The Court ordered the State to reform the current state funding system by July
30, 2004.
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EXECUTIVE SUMMARY
Does money matter in improving the nation's most disadvantaged schools? Since
the 1960s, when an influential federal report first raised the issue of whether money
made a difference in improving public schools for poor and minority students, substantial academic research and judicial analysis has overwhelmingly debunked the
methodology of the nay-sayers. The resultant studies and court holdings have
strongly concluded that money spent on qualified teachers, smaller class sizes, preschool initiatives, and academic intervention programs does make a substantial difference in student achievement—especially for poor and minority students.
The public policy debate has now begun to shift to the more pressing question: how
can money be effectively spent to ensure maximum results and provide meaningful
opportunities for all American students? Studies have repeatedly shown that money
targeted for proven instructional strategies, such as class-size reduction programs
and preschool initiatives, yield dramatic results in student achievement. Although
such resource-intensive practices cost more than standard instructional practices,
the long-term savings to school systems and to society at large greatly eclipse the upfront costs of providing the programs. To implement these necessary reforms, however, states and school districts require sufficient funding and meaningful accountability devices that ensure the funds are appropriately spent. Sophisticated costingout analyses that determine the actual cost of providing an adequate education and
the creation of new accountability approaches have fostered promising developments in these areas.
It is clear that the academic debate over whether money matters has run its course.
The empirical evidence overwhelmingly shows that it does. Federal law and the
constitutions of New York and other states guarantee all students the opportunity
to meet the rigorous academic standards that will prepare them to be successful citizens and economic competitors in the twenty-first century. The key questions
before us now are precisely how much money is needed and how should the funds
be effectively spent to actually provide meaningful opportunities for all students.
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INTRODUCTION
One of the great school funding myths of our time is the notion that money spent
on improving public schools for poor and minority students is akin to throwing
money into a bottomless pit. “Dollar bills don’t educate students,” said President
George H.W. Bush in 1991;1 “Just as more money has not provided a remedy in
the past, it will not miraculously do so in the future,”2 wrote the editors of The

Wall Street Journal nearly a decade later.
According to the politicians and policymakers who have pushed this view into the
public debate on education reform, our schools have ample resources. The reason that large numbers of students are not achieving at satisfactory levels in the
inner cities, in many rural areas, and in pockets of underachievement in the suburbs, they argue, is either due to insufficiently motivated students or teachers, or
to the poor socioeconomic conditions in which many of these children are
raised—conditions that prevent them from learning at high levels. Spending more
money on educating poor kids, they contend, is a waste of funds.
Simply stated, this position is nonsense. We challenge our readers to find any
parent, teacher, or school administrator in any poor community in the United
States—or, for that matter, in any affluent community—who genuinely believes that
money does not matter in education. As a state court judge in rural North
Carolina bluntly put it, “Only a fool would find that money does not matter in
education.”3 Today, the nation’s most privileged parents send their children to
private schools with annual tuitions that often exceed $20,000. In New York,
per-pupil expenditures in some of the suburban public schools of Nassau and
Westchester counties—where nearly every student graduates and goes to college—
are also in the $20,000 per year range.4

Campaign for Fiscal Equity, Inc. 5

Of Course Money Matters in Education

The New York City schools, which border and compete with these suburban
schools, spend about half of that amount, and consistently have distressingly high
dropout rates. Similar disparities exist across the nation. The wealthy know that
money matters in providing opportunities for their children, and the nation’s
poor know quite well that the lack of resources that only money can buy has
denied them access to these same opportunities.
In recent years, some major success stories and a growing body of research have
substantiated the common sense understanding that money certainly does matter.
The public policy debate has begun to shift to the more relevant and significant
question: how can money best be used to ensure maximum results? Of course
money matters, but it matters most when it is spent well and the current challenge
for educators and policymakers is to identify the best ways to use resources to
increase student achievement.
One example of how money used well yields dramatic improvements in
academic achievement of poor and minority students is a remedial program
called Reading Recovery. This program, which has been used successfully in
schools in nearly every state, focuses on early elementary school students in the
lowest 20 percent of their class, who are given intensive, one-on-one reading
instruction for a period of 12 to 20 weeks with a teacher who has received rigorous professional preparation. A large majority of students who complete this program are reading at or above grade level in less than one school year.
Evidence from the Tennessee class size study—a large-scale, controlled experiment that was conducted from 1985-1989 to assess the impact of class size reduction on student achievement—has shown that students placed in smaller classes
reach higher levels of sustained achievement. Follow-up studies have consistently
confirmed these results. Compared to their peers placed in larger classes, the initial group of students in the Tennessee experiment, who are now adults, per-
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formed better on standardized tests throughout their years in school and had
higher graduation and college attendance rates. The increases in achievement
were especially significant for minority students.
Efforts to provide meaningful, preschool programs have produced similar outcomes. Across the country, millions of low-income children have benefited from
such state and local initiatives, providing them a strong foundation for success in
school while yielding lifelong benefits that range from long-term academic success
to better access to employment opportunities.
Each of these initiatives does indeed cost more than standard instructional practices. The remarkable success of these and other resource-intensive practices,
however, demonstrate clearly that money targeted for proven instructional strategies is money well spent. Moreover, in the long-term, the ultimate savings to
school systems (in terms of reduced special education costs, for example) and to
society (through higher numbers of productive, well-educated citizens in the work
force) will greatly eclipse the up-front costs of providing these programs.
In this paper, we will explore the history and current status of the “money matters” debate and its impact on school finance reform efforts across the country.
Since the 1960s, when an influential federal report first raised the issue of
whether money made a difference in improving the nation’s most disadvantaged
schools, substantial academic research and judicial analysis has addressed this
question. Overwhelmingly, the academic literature and the court holdings have
debunked the methodology of the nay-sayers and strongly concluded that money
spent on qualified teachers, smaller class sizes, preschool initiatives, and academic
intervention programs does make a substantial difference in student achievement—especially for poor and minority students. We will explore these practices,
their costs, and the research proving their benefits. Finally, we will focus on core
issues for contemporary education reform—which unfortunately have been
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obscured by the money matters debate—namely, how much money is needed to
provide all students a meaningful educational opportunity and what accountability
practices can best ensure that these funds are effectively used to promote the ultimate goal of achieving significant, demonstrable improvements in student learning.

THE MONEY MATTERS DEBATE:
THE EMERGENCE OF A FALSE ISSUE AS A
MAJOR PUBLIC POLICY CONCERN
Since every student, parent, teacher, and policymaker knows on a deep common
sense basis that money affects the level and quality of educational opportunities
provided to children, the first question that needs to be posed is: how did the
issue of whether “money matters” even enter into serious public policy debate?
The answer is that a single research report issued by James S. Coleman, a respected sociologist in the 1960s (whose report is now largely debunked by the research
community) had such a startling impact that it has taken four decades of research
and analysis for scholars to reach a virtual consensus that reestablishes the common sense status quo ante that money obviously does matter.
In 1966, following passage of the landmark Civil Rights Act of 1964, Congress
established a commission to study the educational opportunities available to
minority children. Not surprisingly, the ensuing study, which was based on questionnaires from thousands of schools across the country, found that the average
black student attended a school where the teachers were less qualified, the classes
were larger, libraries and textbooks were less adequate, and access to science laboratories were more limited than for the average white student.5 However, the
authors of the study, led by Coleman, also concluded that the largest determinants of student achievement are the “educational backgrounds and aspirations of
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other students in the school.”6 They went so far as to say that “[S]chools bring little influence to bear on a child’s achievement that is independent of his background and general social context.”7
The report, which quickly became known as the Coleman Report, cast a severe
pall over the notion that money spent on education could raise children out of
poverty:
The Coleman Report was lengthy, its procedures and statistics were complex, and its text
was murky and, as a result, almost nobody actually read it. It was released, however…by wellknown scholars, and its surprising conclusion
about the ineffectiveness of school factors was
widely trumpeted in the press. Thus, the public
was led to believe that research had “proven”
that schools and their funding had but little
effect…. Somehow, at the time, almost nobody
noticed that major errors had appeared in the
Report —-errors likely to have reduced the size
of its estimates for school effects on students’
achievments.8
In the years since the release of the Coleman Report, a vast literature has pinpointed significant methodological flaws in its analysis. Extensive empirical investigations, more advanced regression analyses, and other techniques have substantially refuted the report’s overstated conclusions.9 At the time, however,
Coleman’s reputation and the study’s broad scope resulted in frequent citation,
and discussion of the report’s findings repeatedly occurred in political, legal, and
educational arenas. From these discussions, a popular perception emerged that
increased funding for public schools would make little difference in the education
of poor and minority children.
The Coleman Report’s unfortunate and incorrect conclusion that money doesn’t
matter imposed a major hurdle that other researchers, school finance reformers,
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and the courts have been forced to surmount over the past four decades. The
roadblocks to reform were raised even higher a few years later when the United
States Supreme Court jumped into the fray. In 1973, in its decision in San

Antonio Independent School District v. Rodriguez, the U.S. Supreme Court
noted the major debate between scholars and education experts over “the extent
to which there is a demonstrable correlation between educational expenditures
and the quality of education.”10 Although the high court did not itself take a position on this controversial issue, the fact that it even raised the question—and that it
did so in the context of a major decision
which rejected a constitutional challenge to
a state education finance system—gave the
money doesn’t matter myth even greater
notoriety.
The Supreme Court’s ruling in Rodriguez
closed the door of the federal court houses to lawyers and advocates who sought to
challenge inequities in state education
finance systems, but to the surprise of
many observers at the time, the state

Although socioeconomic
disadvantages have
strong detrimental
impacts on the achievement of many minority
students, the educational
opportunities that money
can buy can substantially
compensate for these
disadvantages.

courts soon became a hospitable venue for
legal reform of inequitable education finance systems. In the three decades since
the Rodriguez decision, major legal challenges to state funding systems have been
mounted in 45 of the 50 states; plaintiffs have prevailed in a majority of them,
and at an increasing rate in recent years.11 These cases became a testing ground
for a body of scholarly research that emerged in the wake of the Coleman Report.
Overall, the strong conclusion that emerges from the generation of studies that
have been done since the Coleman Report—and the intensive scrutiny they have
received from the courts—is that although socioeconomic disadvantages have
strong detrimental impacts on the achievement of many minority students, the
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educational opportunities that money can buy can substantially compensate for
these disadvantages. Accordingly, resource factors do positively affect student
achievement.

THE CRITICAL BASIC RESOURCES
Qualified Teachers
Virtually all educators, parents, and public policymakers believe that the most
important determinant of a child’s educational opportunity is the caliber and
commitment of his or her teacher. The 1999 National Education Summit, a
meeting convened by the president and attended by the governors of most states
and leading corporate CEOs, identified highly qualified teachers as “the most critical single resource affecting student outcomes,”12 a conclusion backed by both
the U.S. Department of Education13 and the numerous state courts considering
the core elements of an “adequate education” under their state constitutions.14
The academic research has also confirmed that teacher quality correlates strongly
with student achievement.15 Teacher quality, while clearly a combination of many
tangible and intangible factors, can, to a significant degree, be assessed objectively.
To measure the quality of a teaching force, social scientists consider teachers’ certification statuses, performances on certification exams, years of experience, the
subject matter of the undergraduate and graduate degrees obtained, and whether
their college majors correspond to the subjects they are currently teaching.
The most fundamental measure of a teacher’s qualification is his or her basic literacy and general and subject matter knowledge—precisely the skills that are
assessed by state teacher certification examinations. Ronald Ferguson of the John
F. Kennedy School of Government at Harvard University has extensively
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researched the extent to which there is a direct link between teachers’ educational
backgrounds, their performance on certification examinations, and their students’
performance on standardized tests. He found that “teachers who have attended
better colleges or scored higher on standardized examinations are more successful at helping their students to score higher.”16
Ferguson’s most extensive study utilized a massive data set involving two million
children and 200,000 teachers in 90 percent of Texas’s 1,000 school districts during the 1980s. He compared student achievement in schools with similar student
demographics but with significant variations in the level of teacher qualification as
measured by TECAT, a literacy skills test administered to every public school
teacher in Texas. With this data, Ferguson examined test score results in four
types of districts, comparing students with similar socioeconomic status whose
teachers had differing levels of qualifications. Specifically, his data set included (1)
students with high math test scores in the early grades who had teachers with high
average scores on TECAT; (2) students with low math scores in the early grades
who had teachers with high TECAT Scores; (3) students with high scores in the
early grades who had low-scoring teachers; and (4) students with low scores in the
early grades who had high-scoring teachers.
By high school, students in districts with the high-scoring teachers scored remarkably higher—1.7 standard deviations—than their peers with low-scoring, less-qualified teachers. Regardless of the initial scores of students in the lower grades, students’ long-term achievement was linked with a high degree of statistical significance to the quality of teachers to which they were exposed, as measured by certification test scores.17 Ferguson’s results are consistent with similar findings from
studies of teacher effectiveness in Tennessee,18 Dallas, and Boston.19 Even Eric
Hanushek, the leading academic proponent of the view that money doesn’t matter, acknowledged based on his own recent research that “having a high quality
teacher throughout elementary school can substantially offset or even eliminate
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the disadvantage of low socio-economic background.”20
Classroom experience, at least during the first several years of teaching, is also
highly correlated with teacher quality. Teachers with fewer than two or three
years of experience have been found to be substantially less effective than their
more experienced colleagues. Stanford University professor Linda DarlingHammond, vice-chair and former executive director of the National Commission
on Teaching and America’s Future, has found that “teachers do become more
effective during their initial years of experience” and that “teachers with less than
three years of experience tend to be less effective than teachers who have somewhere in the range of three to five years experience.”21
The National Commission’s recent reports have concluded that too few well-qualified teachers remain in the profession past those first few years. Since the early
1990s, the number of individuals leaving the teaching profession has been greater
than those entering, and the gap is growing, a phenomenon that cannot be solely
explained by normal attrition patterns and retirement.22 Teachers are fleeing,
especially from our poorest schools, for higher-paying, more satisfying assignments in wealthy districts, and for careers outside the profession altogether that
offer higher levels of prestige and compensation. One-third of all new teachers
leave teaching during their first three years, with one-half departing before their
fifth year of teaching.23 The evidence indicates that the ones who leave tend to be
the brightest and most effective of the young teachers.24
There is a widespread, yet incorrect, belief that there is a national shortage of
well-qualified teachers. According to the National Commission, the reality is that,
for the most part, there is no lack of well-prepared, certified teachers entering the
profession each year. The real problem—which is troublingly pervasive throughout the country, but especially in areas serving disadvantaged children—is that too
many good teachers leave the profession within their first few years. Unable to
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retain the good teachers they hire, schools, districts, and states have resorted to
policies that allow unqualified teachers into the classrooms, exacerbating the educational inadequacies in their schools. In 1999, 14 percent of all teachers in New
York City were uncertified, and 31 percent of all recently hired teachers and over
40 percent in math and science performed poorly on teacher certification examinations.25 In California, over 37,000 teachers (12 percent) lacked full certification
in 2001-2002, and 18 percent of teachers in the state’s high-poverty districts
lacked certification.26 In general, poor and minority students are more likely to be
taught by these unlicensed teachers.27
Several studies have also found that at-risk children are more likely to be taught
by out-of-field teachers—in other words, teachers who do not possess certification
in the subject areas in which they teach. A 2002 Education Trust analysis of federal teaching statistics concluded that in secondary schools, 34 percent of classes
in high-poverty schools and 29 percent in high-minority schools are taught by outof-field teachers, compared to 19 percent in low-poverty schools and 21 percent
in low-minority schools.28 The problem is much worse in middle schools, where
over half of classes in high-poverty schools are taught by teachers who lack at least
a college minor in the subject area that they teach.29
According to the National Commission, policymakers and school districts too
rarely address the root causes of teacher flight: low pay, systemic lack of respect
or professionalism, and working conditions that none but the most heroic (or desperate) individuals could endure. Focusing resources on improving the climate
for teaching by providing ongoing professional development and leadership
opportunities, improving school facilities, lowering class sizes, and respecting the
professionalism of teachers by paying them adequately, would, the National
Commission argues, go a long way in addressing the high turnover rates that
plague underfunded schools.30
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Small Class Sizes
Small class sizes, which allow for more personalized instruction, are directly correlated with improved student achievement—especially for poor and minority students. Meta-analysis studies in the 1970s and 1980s found that children benefited
academically from small class sizes at all levels, especially with prolonged exposure to small class environments, and that the most pronounced benefits were
found in class sizes smaller than 20 students.31 These general conclusions were
confirmed by the landmark Tennessee STAR study (1985-1989), whose results
continue to be extensively analyzed today.
During the course of the four-year study, the state of Tennessee placed 6,500 students in different size classes in 80 schools and 330 K-3 classrooms, tracking their
educational progress over time. Due to the study’s highly effective “within-school
design,” its carefully monitored random assignments to experimental and control
classrooms, and “its magnitude and the follow-up research conducted after the 4year [experimental] period,”32 STAR has been called “one of the most important
educational investigations ever carried out.”33
Analyses of STAR by Jeremy Finn of the State University of New York at Buffalo
and Princeton University economists Alan Krueger and Diane Whitmore, among
others, have concluded that students in the smaller classes had statistically significant differences in achievement—differences that endured over many years.
These gains were especially large for minority students. Concluding that several
years’ exposure to small classes yielded pronounced long-term benefits for students, Finn and his colleagues have written that participation for three or four
years showed lasting benefits that are statistically significant and educationally
meaningful. Improvements in test scores remained significant through grade 8—
fully five years after the small classes were disbanded. Few educational interventions have demonstrated this degree of longevity.34
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Adding that the strongest effects were shown for students who were exposed to
small classes early, Finn, et al. concluded that the “immediate benefits of small
classes were clear and consistent,”35 and that “entering a small class in kindergarten or grade 1 and remaining in that setting for at least 3 years produces…significant and noteworthy improvements in academic achievement at least through
grade 8 in all school subjects.”36 Perhaps the most impressive finding was that
STAR students who spent four years in the small classes were “nearly a whole
school year ahead of their counterparts who had attended larger classes in K-3.”37
Further analysis of STAR data by Krueger and Whitmore found especially pronounced educational benefits of small class sizes on African American children.
While the academic achievement rose for all students who were in the smaller
classes, Krueger and Whitmore found that standardized test score increases for
black children, which averaged 7 to 10 percentile points, were double the gains of
the white children in those same classes.38 Because of this pronounced effect on
the achievement of black students, their analysis concluded that the national
implications of effectively reducing class sizes would be extraordinary. They estimated that “assigning all students to a class of 15 students as opposed to 22 students for a couple of years in grammar school would lower the black-white [standardized test score] gap by about 38 percent.”39
The reason that small classes matter more for African American students,
hypothesized Krueger and Whitmore, is that they are more likely to attend
schools with a range of educational deficiencies. These schools are comprised of
greater numbers of weak students, forcing teachers to “move very slowly through
the curriculum.”40 In contrast, with fewer students, teachers can “effectively
teach more material,” an issue not faced in schools with less pervasive educational
deficiencies (i.e., predominantly white or low-poverty schools) where teachers
“can move quickly through the material regardless of class size.” White students
attending predominantly black schools, they found, enjoyed the same large benefits.41
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Other recent studies of small class sizes confirm the Tennessee STAR results. In
the mid-1990s, a school district in Burke County, North Carolina reduced the
sizes of many of its first-, second-, and third-grade classes to less than 15 students.
Students in the smaller classes achieved higher test scores in reading and math
than their peers in traditionally sized classes. Furthermore, the district found statistically significant increases in the amount of time devoted to academic instruction each day and corresponding decreases in time spent on discipline.42
Early evidence from Wisconsin’s Student Achievement Guarantee in Education
(SAGE) experiment, a five-year, state-funded longitudinal study that began in
1996, mirrors the conclusions of the longer-term STAR experiment in
Tennessee. In participating schools, classes were reduced to less than 15 students, with several other comparison approaches, including more than one adult
in regularly sized classes to reduce the student-teacher ratio. Initial reports issued
in the late 1990s43—together with further data several years later—showed
improved performance in reading, language arts, and mathematics for participating students in the small classes. In participating schools, the black-white achievement gap was reduced considerably, while it grew in non-participating schools.44
The manner in which a class size reduction program is implemented is important.
California's statewide class size reduction initiative program, initiated in 1996, was
implemented before a sufficient number of qualified teachers and adequate classroom space were in place. “In Los Angeles, new teachers have included
Nordstrom clerks, a former clown, and several chiropractors,” wrote U.S. News

and World Report in a 1997 account of California’s class size reduction initiative,
adding that “the quality of many new hires is suspect.”45 Rapid class size reduction was inspired by a new state law, which provided every school that participated $650 per pupil to reduce classes to 20 students or less. The problems were
many: “the program was far from fully funded for many of California’s districts”
so that wealthy districts that had small classes already “got an initial boon” while
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the neediest districts suffered. California, already facing a budget crunch, took
this poorly targeted class size funding away from other education programs. Even
worse, little attention was paid or resources devoted to ensuring the system’s
structural capacity for small classes:
The overnight need for approximately 18,000 new
classrooms in a facility-challenged state led to expedient, but compromised solutions—conversion of
libraries, labs, and assembly stages into classrooms;
switches to year-round calendars—some of which
remain problematic. The hiring of many new teach
ers taxed schools’ capacity to support and mentor
teachers...Particularly troubling was the proliferation
of emergency-permit teachers in high poverty
areas.46
Initial results of the California initiative indicate that the reduction in class sizes
had a positive effect on student achievement, but that this effect was largely negated by the negative impact caused by new, inexperienced teachers.47 While some
commentators have cited the California experience as evidence that small classes
don't work, the correct conclusion is that class size reduction works, but it works
best when implemented wisely, and especially when the many interrelated programs and practices are funded adequately as well.

PROGRAMS THAT WORK
Preschool Education
In recent years, some of the most stunning statistics on the effectiveness of academic interventions for at-risk students have focused on the benefits of well-run
preschool education programs. The body of research linking educationally sound
early childhood programs with higher cognitive skills and long-term gains in stu-
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dent achievement throughout students’ years in school is so convincing that preschool education, which historically was a private option for wealthy families, has
come to be considered a necessary component of effective public education for
all students. Increasingly, court orders in education adequacy litigations, as well
as many state “universal” pre-kindergarten education reform initiatives, include
some amount of preschool education as an inherent component of the opportunity for an adequate education.
One example of the strong research findings on the benefits of pre-kindergarten
education is a 2001 study published in the Journal of the American Medical

Association. This study longitudinally tracked a predominantly African American
group of 1,539 Chicago children who participated in the city’s Child Parent
Centers, and looked at high school completion rates, juvenile criminal arrests,
grade retention rates, and special education placement for 15 years after the children completed the program. On all of these measures it found that participation
in the program was linked to significantly better outcomes: participating children
had lower dropout rates, more years of completed education, and were less likely
to be involved in crime than children who did not. In sum, the study’s authors
concluded, “Participation in an established early childhood intervention for lowincome children was associated with better educational and social outcomes up to
age 20. These findings are among the strongest evidence that established programs administered through public schools can promote children’s long-term success.”48
W. Steven Barnett of the National Institute for Early Education Research at
Rutgers University has synthesized the research findings of the numerous smalland large-scale studies conducted across the country in recent decades, and has
come to two firm conclusions. First, early childhood education works well for atrisk children. Second, more systemic funding of intensive, high-quality pre-kindergarten programs for very young children will pay for itself many times over in
financial and societal benefits—from savings on educational interventions to a
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more productive work force and lower crime rates.
The most significant results reported by Barnett emerged from large-scale, controlled studies that allowed researchers to examine long-term achievement and
social trends with a high degree of statistical reliability. The best known of these
initiatives are the Abecedarian study in North Carolina, the Perry Preschool
Program, and the Chicago Public Schools’ Child Parent Centers program. After
analyzing these studies, Barnett concluded that:
Five of eleven model-program studies with achievement test data found statistically significant positive
effects beyond grade three. Evidence of effects was
strongest in the studies that randomized assignment
to program and control groups. The Abecedarian
and Perry Preschool studies found achievement
effects persisting to ages fourteen and fifteen.49
Measuring “school success” in terms of grade retention rates, special education
placements, and high school completion rates, Barnett concluded that “[T]he
findings were relatively uniform and constitute overwhelming evidence that [early
childhood education] can produce sizeable improvements in school success.”50
Cost-benefit analyses of the Perry Preschool Program found that for every dollar
spent on high-quality preschool education, the public saved $7.16 in long-term
expenditures in educational interventions, welfare, and other social services.51
Barnett summarized the cost-effectiveness of early childhood education as follows:
The way that educational costs are conventionally calculated, the foregoing recommendations will be
seen as expensive. However, they are not as
expensive as the costs of failing to implement them:
poor achievement, high rates of school failure and
special education, low productivity, and high crime
and delinquency. Also, because disadvantaged children are highly concentrated geographically, these
costs contribute to problems of segregation, urban
decay, and suburban sprawl that add to the costs of
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current policy. From this perspective, it is difficult to
see how society can afford not to implement highquality pre-kindergarten education for disadvantaged
children.52
Research evidence regarding Head Start and other day care programs (which,
unlike most of the programs studied by Barnett, generally do not have an intensive level of services) are less conclusive. The best evidence thus far indicates that
students who attend Head Start obtain statistically significant achievement score
increases at age five, and that these advantages persist for white students, but, for
reasons that remain unclear, tend to decay
rapidly for African American students.53

Courts in recent education adequacy cases have
begun to analyze the
research data on early
childhood programs and
to order states to make
quality preschool programs available to all atrisk children.

These differences indicate that there may
be a quality threshold in regard to preschool programs, and that to have a significant, lasting impact, early childhood education programs must go beyond the traditional conceptions of day-care and
ensure small class sizes, adequately paid
state-certified teachers, and full-day and
year-long programs.54

Courts in recent education adequacy cases have begun to analyze the research data
on early childhood programs and to order states to make quality preschool programs available to all at-risk children. Specifically, the New Jersey Supreme Court
concluded in 1998 that “Intensive preschool and full-day kindergarten enrichment
programs are necessary to reverse the educational disadvantages these children start
out with” and that “well-planned, high quality” early childhood education programs
“will have a significant and substantial positive impact on academic achievement in
both early and later school years.”55 Similarly, in North Carolina in 2002, a trial
court, after hearing testimony and reviewing the evidence regarding the value of
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quality preschool programs, ruled that “Pre-kindergarten educational programs for
at-risk children must be expanded to serve all of the at-risk children in North
Carolina that qualify for such programs.”56

Intensive Literacy Programs
Early intervention literacy programs that target at-risk students in their first years
of school have been remarkably effective in communities all around the country—
especially when undertaken with qualified teachers and small class sizes. Reading
Recovery, an early literacy remediation program, currently used in many states,
provides a dramatic case in point.57 We cite Reading Recovery for several reasons. First, the weight of the reported research evidence on its success is extraordinary. Second, the program’s record played a large role in our own efforts in

Campaign for Fiscal Equity v. State of New York to successfully convince the
New York State courts that New York City public school children can learn at
high levels if their schools are funded at constitutionally adequate levels.
Moreover, after the CFE trial, in the course of asking hundreds of New York parents, teachers, school administrators, and community members across the state in
our large-scale public engagement initiative what programs in their opinions really
work, we were impressed by the consistent reference to this program as one that
really results in dramatic improvements in student literacy, especially for the lowest achieving students.58
Reading Recovery focuses on children in the early elementary grades, who are
given one-on-one and small group reading instruction from experienced, highly
trained reading teachers. Developed in the mid-1970s by Dr. Marie Clay of New
Zealand as a government-sponsored program in that nation, Reading Recovery
was first implemented in the United States in the mid-1980s. In the United States,
the program has developed as a research-based collaboration between schools
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and universities, which provide training and ongoing professional development to
teachers as well as extensive data collection and research analysis.59 According to
the Reading Recovery Research Council of North America, as of 2001 more than
one million children had participated in the Reading Recovery program in the
United States.60
In participating school districts, Reading Recovery students are selected from the
lowest performing 20 percent of first-graders. Once in the program, students
receive daily one-on-one tutoring in 30-minute sessions from specially trained
teachers. Students remain in the program until they develop self-sustaining capacities for reading and writing, or until they reach the end of the 20-week program.
Students who successfully complete the program are described as having been
“successfully discontinued,” in other words, they have made “accelerated gains” in
reading ability, which meet or exceed average first-grade literacy skills and enable
them to continue to achieve well in the future. Other students are described as
“recommended,” or in need of further assessment after the full course of the program, in many instances because of a genuine learning disability or need for special education services.61
Of the nearly three-quarters of these students who completed the full program of
12 to 20 weeks of daily instruction, some 729,000 first-graders—over 80 percent—
had caught up with their peers in literacy skills, attaining grade-level proficiency by
the end of the program.62 The success rates of Reading Recovery in New York
mirror those enjoyed by students in the program across the country. According
to studies completed by researchers at New York University between 1989 and
1996, 83 percent of all New York students who received the full Reading
Recovery program of 60 or more lessons were “successfully discontinued.”63
Remarkably, this number represented nearly two-thirds of all students who had
received any Reading Recovery lessons at all.64 By comparison, only one-third of
similar students who did not receive Reading Recovery lessons were able to
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achieve at comparable levels.65
Most criticism of Reading Recovery focuses on its cost—about $2,500 per child
for an intensive 20-week program. A cost-benefit study conducted in Fall River,
Massachusetts in 1996 concluded that most Reading Recovery students, in the
absence of that program, would have been referred to expensive special education and Title I programs; it projected the district’s five-year costs for the Reading
Recovery program at $483,000, compared with a five-year cost of $1.7 million for
these alternative programs.66 A more extensive study of 2,300 students who completed Reading Recovery in New York City with a comparison group, found a
five percent reduction in special education referrals and a three percent decrease
in the referral rate associated with the Reading Recovery program.67

“More Time on Task”
While effective early literacy programs such as Reading Recovery can start at-risk
children off on the right track, even the best of these programs cannot fully compensate for the many socioeconomic disadvantages that these children bring to
classrooms throughout their school careers—and may continue to face in the years
that follow. Continued academic supports are needed for most of these children,
at least through their early school years, either through extended learning opportunities like those provided by after-school educational programs, continued
learning opportunities during the summer months, or through more extensive
comprehensive school reform programs geared to the needs of underachieving
students.
One of the reasons extra “time on task” makes a difference in many children’s
lives was convincingly summarized by Thomas Sobol, former commissioner of
education of the state of New York:
If...children...are now living in a situation where
when the school closes its door[s] at three o’clock,
they’re on the streets in an unwholesome environ-
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ment and up at all hours and uncared for, unsupervised by competent adults, the school can open its
doors longer and not turn kids out into the streets
and the drug culture...There is a lot [that] schools
could do...because...unless you deal effectively with
these problems that impede learning, you’re not
going to get the learning that you desire.68
Extended day programs, as distinguished from school-age child care programs,
are educational programs that seek to decrease gaps in students’ academic performances. Evaluation of extended day programs has been limited, but preliminary analysis indicates that younger children (ages 5 to 9), especially those in lowincome neighborhoods, gain the most from these programs, showing improved
behavior, work habits, and academic performance. Similarly, young teens who
participate in after-school activities tend to achieve higher grades.69
A report issued in 2001 on the effect of New York City’s Extended Time Schools
Under Registration Review (SURR) on student achievement—schools mandated
for improvement due to extremely low percentages of students meeting state standards—showed that more time in the classroom can produce improved outcomes.
The Extended Time schools, which not only provide an additional forty minutes
of daily classroom instruction but have qualified teachers who receive a 15 percent increase in their base salary, have shown a greater reduction in the numbers
of students scoring in the lowest proficiency level—and higher rates of improvement on city and state reading and mathematics assessments than students in
Non-Extended Time SURR schools.70

Two academic intervention initiatives—operated by the Institute for Student
Achievement and conducted in 11 school districts in four states—have shown dramatic success in raising the achievement levels of the most poorly performing students by providing extensive “time on task” opportunities. Both the COMET
program for middle schools and the STAR program for high schools combine
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small learning communities, individualized academic intervention plans, and personal and college/career counseling to provide academic and social interventions
before, during, and after school.71 Over 95 percent of the at-risk students who
participated in STAR reportedly graduated from high school, and 85 percent
were accepted to college.72

The national standards-based reform movement has led to a substantial increase
in summer school attendance, especially in urban districts which are requiring students who fail to achieve satisfactory math and reading scores to attend summer
school in order to be promoted: one in five students in the nation’s largest urban
districts reportedly attend summer school, with some districts such as New York,
Chicago, and Miami enrolling more than 40 percent of their students in these
programs.73 Many of the urban summer school programs, like Chicago’s Summer
Bridge Program, are related to attempts to reduce social promotion by providing
summer school to the city’s most at-risk students. Between 1997 and 2000, about
21,000 third-, sixth- and eighth-grade students in Chicago who failed to meet the
state-required Iowa Test of Basic Skills attended the summer program.74
According to the Consortium on Chicago School Research at the University of
Chicago, the program has produced notable increases in test scores, particularly
among sixth- and eighth-graders, and, “in all three grades, the rate at which the
Summer Bridge students increased their test scores was above their rate during
the school year.”75 Statistics from the Summer School 2001 program in New
York City also showed improvement in student achievement: of the nearly
375,000 students enrolled in the program, sixty-five percent of students in grades
3 through 8 and 36 percent in grades 9 through 11 were promoted to the next
grade after completing the program, while thirty-five percent of 12-graders graduated.76
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Whole School Reform
Comprehensive research-based whole school reform initiatives seek to restructure
the entire instructional approach in a school in order to achieve consistent, lasting
improvements in the performance of poor and minority students. The most widely implemented—and widely studied—of these programs is Success for All, a program that was originally developed for the Baltimore Public Schools in 1987 by
Robert Slavin of Johns Hopkins University. At this point, the program has
expanded to 1600 schools in 550 districts in 48 states,77 and has served over one
million children in its 16-year history.78
Success for All is a comprehensive approach to restructuring elementary schools
to ensure that every child learns to read. It usually begins in kindergarten and
extends through grade six. Reading tutors are used to lower class sizes for intensive 90 minute reading blocks each day and to provide one-on-one instruction for
students when needed. The program uses a comprehensive reading, writing, and
language arts curriculum. Reading teachers assess each student every eight weeks
to ensure that they are being assigned to the appropriate groups and are receiving
the appropriate instruction.79 A middle school extension of the program, known
as Roots and Wings, which adds math, science, and social studies components,
was introduced in 1994.80
A 1999 analysis of comprehensive school reform models conducted by the
American Institutes for Research (AIR), concluded that Success for All showed
consistently strong evidence of positive effects on student achievement.81 The
study’s authors reviewed 16 empirical studies of the program and found that:
“Not only does the research on Success for All show statistically and educationally
significant improvement in student scores, but it does so consistently across the
studies reviewed,” noting that the positive benefits were greatest for at-risk children.82

Campaign for Fiscal Equity, Inc. 27

Of Course Money Matters in Education

Research conducted by Success for All creators Slavin and Madden further documents how the program has been effective in narrowing the achievement gap
between white and minority students. In Texas, for example, African American
students in Success for All schools improved from a 63.3 percent passing rate in
1995 to an 86.2 percent passing rate in 1998, while the passing rates for other
African-American students only rose from 64.2 percent to 78.9 percent over the
same period.83 In a 2003 study that assessed the long-term impact of Success for
All, researchers used data obtained from eighth-graders who were in the original
Success for All and control schools in Baltimore and found that, “Success for All
students were substantially less likely to have been retained…or to have spent time
in special education…and savings due to these reductions more than offset the
program’s cost.”84 However, with the accelerating adoption of Success for All programs in school districts throughout the country, controversy has arisen regarding
both its methodology and its outcomes. Proper implementation of the Success for
All model, both in quality and completeness, has been essential to realizing of
achievement gains, a point noted in reviews of research by both the program
developers and outside analysts.
Not surprisingly, better results have emerged in schools that have implemented all
of the program components, compared with schools implementing the program
to a minimal degree.85
Two of the other major comprehensive school reform programs, which have
been widely adopted by many schools throughout the country are the School
Development Program, founded by Yale University Professor James Comer,86
and The Accelerated Schools Project, founded by Columbia University Professor
Henry Levin.87 The School Development Program focuses on fostering children’s social and emotional development and improving the school climate. The
Accelerated Schools Project seeks to reorganize school governance and to link
reorganization with fundamental changes in a school’s approach to teaching and
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learning.88 Although these programs have been studied less extensively than
Success for All, the available data shows higher grades and achievement test
scores for Comer students than non-Comer students, and that improvements persist and even increase over time.89 According to the AIR report, “Of the two rigorous studies that report student effects, both suggest that Accelerated Schools
improves student achievement, at least on certain measures.”90

In New Jersey, the 30 high-need plaintiff school districts are implementing “whole
school reform” in every school—a process that the State has been ordered to
fund.91 Although this large-scale implementation of comprehensive school reform
is recent and has focused mainly on preschool and elementary education, the percentage of students meeting standards on the state’s fourth-grade tests have
increased markedly. Results at the eighth grade and high school levels have been
flat so far.92

THE ACADEMIC “PRODUCTION FUNCTION”DEBATE
The previous sections of this paper have summarized the extensive evidence
accumulated over the past four decades, which demonstrates that adequate basic
resources and well-implemented academic intervention programs can significantly
raise the achievement levels of students from disadvantaged backgrounds. In the
face of this evidence, one might conclude that the issue of whether money matters, first raised by the Coleman Report in 1966, would have been considered
fully resolved years ago. The money matters debate was, however, prolonged long
after the methodological shortcomings of the Coleman Report had been revealed
because opponents of increased funding for at-risk children raised a new hurdle.
Their claim, purportedly justified in technical economic terms through “education production function” analyses, asserted that there was no statistically signifi-
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cant correlation between increased funding for education and demonstrable
improvements in student performance.
In everyday terms, the “education production function” analysis means using a
regression analysis to measure the effects of certain inputs (like per-pupil funding
or the actual resources that are purchased with that funding, like teacher salaries
or textbooks) on an output (student achievement, measured in test scores or graduation rates, for example). In these analyses, researchers usually use standardized
test scores, the most readily available output data.
Eric Hanushek, an economist at Stanford University’s Hoover Institution, has
been the leading academic proponent of the use of production function analyses
to defend the proposition that money doesn’t matter.93 He argues that “key
resources—ones that are the subject of much policy attention—are not consistently
or systematically related to improved student performance,”94 and that, amazingly, increases in school funding to needy schools “could actually be harmful” to
students.95 Hanushek’s position is largely based on production function analyses
he has undertaken in 187 regressions based on 38 primary studies of the relationship between teacher/student ratios, teacher education, teacher experience,
teacher salary, facilities and other such inputs, with outputs mostly in terms of
standardized testing scores, but which also include some instances of “dropout
rates, college continuation, student attitudes, or performance after school.”96
The production function approach generally, and Hanushek’s work in particular,
have been widely challenged as being simplistic and misleading because “they do
not address serious questions of causation,”97 and because they do not adequately
account for across-district variations in the costs of educational services (such as
teacher salaries), and the proportion of students with special needs who require
additional, more costly services.98 A related issue here is that the production function analyses measure outcomes solely in terms of standardized test score results,
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which may not be complete and accurate measures of meaningful success.
Economists David Card and Alan Krueger have argued that test scores are only
one measure of the impact of school quality. They offer compelling evidence that,
after controlling for socioeconomic status and geographic cost variations, men
educated in states with high-quality schools had, on average, more years of schooling and higher earnings in the workforce,99 arguably, a valid measure of school
success, albeit a more difficult one to measure than the snapshot standardized test
scores provide.100
The most extensive rebuttal of Hanushek’s methodology was undertaken in a series
of articles by University of Chicago education researchers Rob Greenwald, Larry
Hedges, and Richard Laine. They first closely analyzed the 38 specific studies that
Hanushek had identified in his work, rejecting the “vote-counting” approach he
used to subjectively decide on the aspects of each study that would be counted in
the overall analysis;101 then, using broader and more precise decision rules for conducting a comprehensive meta-analysis of the relevant literature, they concluded
that nine of Hanushek’s basic studies were inappropriate and that 31 other studies
should be included. Analyzing in depth this larger universe, they concluded that:
…a broad range of school inputs are positively related to student outcomes, and…the magnitude of the
effects are sufficiently large to suggest that moderate
increases in spending may be associated with significant increases in achievement.102
Hanushek also analyzed the results over time of student achievement scores on
the National Assessment of Educational Progress (NAEP). Charting NAEP scores
from 1970-1994, a period of substantial increases in per-pupil expenditures
throughout the country, Hanushek concluded that “While aggregate performance
measures are somewhat imprecise, [they] all point to no gains in student performance over time.”103 Even if these conclusions were accurate, they are misleading,
because, as Peter Schrag has pointed out, “…since there is an increasingly large
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proportion of poor and Latino students, and thus of students whose native language is something other than English, one would expect a general dampening
effect on the overall score.104 In fact, Princeton’s Alan Krueger has pointed out
that because of a general rise in learning levels in the population at large, the student who is at the 50th percentile today would have been at the 56th percentile
twenty-five years ago.105
David Grissmer, a researcher with the RAND Corporation who has extensively
studied the NAEP scores, has specifically demonstrated how Hanushek’s conclusions, by over-relying on aggregate scores, are seriously misleading. Grissmer
found that during the 1970s, when major increases in Title I funding focused on
the needs of poor and minority students, there were significant increases in
NAEP scores; as Title I funding proportionately decreased in later years, so did
the achievement gains.106 Specifically, during the 1970s and 1980s major increases in federal Title I funding consistently yielded higher reading and math scores,
especially for African American and Latino students, making gains in narrowing
the black-white achievement gap. While the average white student’s NAEP reading scores increased four percentile points, the average African American student’s gains were nearly six times that level, with gains of 23 percentile points;
Latino students experienced gains of 7.5 percentile points.107 Reliance on aggregate spending and aggregate achievement scores also masks the fact, as Grissmer
notes, that the bulk of education funding increases since the 1970’s have been targeted to special education, which he rightly points out “would not be expected to
boost regular students’ achievement and thus should not be categorized as inputs
to raise overall achievement scores.”108
The focus on production function numbers in this academic debate actually
masks a larger point that is often overlooked or distorted in discussions of the
money matters issue in political discussions and in the media. The basic fact is
that consistent large-scale correlations between increases in spending on public
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education and student outcomes cannot be expected unless states have provided
sufficient funding to supply qualified teachers, lower class sizes, provide students
programs that have proven to be successful, and put in place effective accountability devices to ensure that the money is effectively spent for these purposes. Of
course, money matters, but money is only going to matter if it is well-spent.
Money thrown at problems will not have any positive impact on student achievement, but money that is used effectively will. Even Hanushek has conceded this
point.109 Testifying for the defendant in Montoy v. State of Kansas, Hanushek
stated “that money spent wisely, logically, and with accountability would be very
useful indeed.” He concluded by agreeing with the statement that “only a fool
would say money doesn’t matter.”110
What then is the purpose of undertaking meta-analyses of dozens of instances of
increased funding if we have no precise knowledge of how much money was
needed to mount effective programs and how well the resources allocated were
actually used in any particular instances? The real focus for education finance
analysis at this time should be on these costing-out and accountability questions.

CONCLUSION:MAKING MONEY MATTER EVEN MORE
The sideshow created by the money matters debate of the past four decades has
not been an innocuous academic pursuit. The widespread public perception that
money may not matter—and the efforts that have gone into debunking this prevalent myth—have distracted attention from the real funding questions that need to
be addressed in order to provide meaningful educational opportunities to all
American students: how much money is needed and how can we assure that the
funds are effectively spent?
For the past decade, almost every state in the country has embarked on a standards-based reform initiative in response to widespread concerns that America’s
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public schools were not producing students who could compete in the global
economy or who could successfully assume the responsibilities of citizenship in
our diverse modern society. Standards-based reform is probably the most comprehensive and significant reform of American education since the common
school movement of the mid-19th century. It is built around substantive content
standards in english, mathematics, social studies, and other major subject areas.
These content standards are usually set at sufficiently high cognitive levels to meet
the competitive standards of the global economy, and they are premised on the
assumption that virtually all students can meet these high expectations if given sufficient opportunities and resources.111 Once the content standards have been
established, every other aspect of the education system, including teacher training,
teacher certification, curriculum frameworks, textbooks, academic programs, and
student assessments, must be revamped to conform to these standards. The aim
is to create a seamless web of teacher preparation, curriculum implementation,
academic programming, and student testing, eventually producing a coherent system that yields significant improvement in achievement for all students.112
Although many states have reported significant academic gains associated with
standards-based reform, the full potential of standards-based reform has not been
realized because insufficient attention has been given to ensure that (1) states and
school districts have sufficient funding to carry out these reforms; and (2) meaningful accountability devices are established to ensure that funds are appropriately
spent.
Recently, in order to ensure sufficient funding for schools to provide all students
a meaningful opportunity to meet state standards, a number of states—some acting
under court orders—have begun to develop methods for determining the actual
cost of an adequate education. An education adequacy costing-out study determines the amount of money actually needed to make available all of the educational services required to provide every child an opportunity to meet the applica-
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ble state education standards. A variety of approaches for undertaking such studies have been used in recent years in many states, including Arkansas, Kentucky,
New York, Ohio, Maryland, New Hampshire, Wisconsin, and Wyoming.113
Most current accountability systems emphasize sanctions and penalties for poor
outcomes, without providing any assurance that the students, schools, or districts
being assessed or penalized were in fact accorded sufficient resources to provide
their students meaningful opportunities. Moreover, insufficient attention is given
in these schemes to focusing on the program initiatives that are being used to try
to meet the established outcome goals. The prime example of this limited
accountability approach is the federal No Child Left Behind Act114 which holds
schools accountable for specific rates of “annual yearly progress” on standardized
tests, but does not provide any means for assuring that adequate funding and
proper programs are in place to support these achievement goals.
It is clear that “[I]nstead of reform without the possibility of enhanced resources,
policymakers should advocate reform which incorporates high standards, continuing assessment, and adequate resources.”115 Understanding the need to focus adequate resources on programs and practices that work, a number of scholars and
policymakers have begun to develop and implement new accountability approaches that provide regulatory direction and incentives for schools to devote resources
to effective practices, while, at the same time, promoting school-based initiatives
that create a positive climate for teaching and learning116—one in which all members of the school community take responsibility for promoting student achievement.117
These promising developments in costing out and in formulating and implementing new approaches to accountability based on shared responsibility for positive
practices need to be encouraged. It is clear that we no longer need to debate
whether money matters. We know that it does. The focus now should be on how
to ensure that adequate funding is provided to all of our schools and that proper
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systems are in place so that all children truly are given a meaningful opportunity to
meet academic standards that will prepare them to be competitive workers and
capable citizens in the twenty-first century.
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