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The school finance equity
concerns of the 19705

led to a revolution in state financing
of public schools across the nation,

including Virginia. In the late.
1980s, this debate is being renewed

in more than half of the states.

The author is Secretary of Education for the Common'Wealth of
Virginia.

In 1988 the Virginia General Assembly, acting on the
recommendations of Governor Gerald L. Baliles and
its own Joint Legislative Audit and Review Commis
sion, completed a major restructuring of state fund
ing for public schools. Four
issues have been central tb
this restructuring: (1) Stan
dards of Quality for public
schools; (2) attraction and re
tention of good teachers; (3)
costs of the Standards of
Quality; and (4) state re
sponsibility for paying for
the Standards of Quality.

The importance of the issue of state funding is
underscored by the fact that public schools receive
36 percent of Virginia's general fund appropriations
and, in many localities, more than one-half of local
appropriations.

The state's comprehensive review of how it
funds the Standards of Quality, and hence its public
schools, has led to significant changes over the past
eight years. This News Letter discusses those

changes-ehanges that are based on the state consti
tution and how it defines the state's responsibility
for public schools.

The constitution requires the Board of Educa
tion and ultimately the General Assembly to define
standards for schools that, if met, will provide qual
ity education. These standards are the basis for state

funding-dollars follow
standards.

onsti ution ot Virginia

In 1971 a new state constitu
tion was adopted in Vir
ginia. For the first time, it re
quired that the Board of
Education prescribe stan

dards of educational quality for local school divi
sions. Those standards, subject to change by the
General Assembly, are enacted into law and estab
lish minimum requirements to be met by each school
division to ensure educational programs of high
quality.

The new constitution also stated that "the
General Assembly shall determine the manner in
which funds are to be provided for the cost of.*.: TnT : The University of Virginia News Letter is published by the Center for Public Service, 2015 Ivy Road, Charlottesville, Virginia 22903-1195. (804) 924-3396
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The complaint that
the state was not
funding its share of
the costs of the SOQ
was continually
voiced in the
1970s . . .. In fact,
the state share of
total education
funding had actually
declined from 1978
to 1~82.
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maintaining an educational pro
gram meeting the prescribed
standards ofquality, and shall pro-

: vide for the apportionment of the
cost of such program between the
Commonwealth and the local units
of government comprising such
school divisions." The new con
stitution established a relationship

• between standards and state
• funding.

In 1964 former Governor
• Colgate Darden had spoken in
• principle to what the constitution

called for. He said that "we should
set-a-s-our- goal schools- that will

• ensure to every child in Virginia,
without regard to the area in which

• the child happens to live, an oppor-
• tunity for a first-rate public school
• education."

And yet in 1984, the Gover-
• nor's Commission on Virginia's
• Future stated in its final report that

"despite urgings from a succession
• of public officials, commissions,
• and citizens, Virginia has not hon-
• ored its constitutional commitment
• to education.... Equality is an illu-
• sion when the ability of Virginia's
• wealthiest school divisions to sup-
• port education out of their own
• resources is ten times greater than
• that of its poorest school systems.
• State funding formulas should be
: revised to narrow discrepancies
• among school divisions." In 1986
• the Governor's Commission on
• Excellence in Education identified
• the disparity that exists among the
• Commonwealth's schools as a
• major obstacle to Virginia'sbecom-
• ing one of the nation's top states in
• the quality of education it offers.

• Standards of Quality

• The state's extensive involvement
• in local school matters is consistent
• with the constitution's charge to
• the General Assembly to define
• standards of quality for their op-
• eration. The Standards of Quality
• (SOQ) prescribe a 'foundation'
• program for public schools.

These standards require that
programs be implemented, that
certain policies be established, and
that specific resource requirements
be met. An example of the latter
category would be requiring that
a minimum of one teacher be pro
vided for every twenty-five stu
dents in the first grade.

Important in terms of their
cost implications, the Sc:><2 estab
lish the minimum number of in
structional personnel that public
schools must employ. Particularly
important from the locality's point

-of view, the SOQ require that suf
ficient local funds be appropriated
to meet what the state defines as
the local share of those standards'
total cost.

One new Standard of Qual
ity, adopted in 1986, states that "the
quality of education is dependent
on the quality of classroom teach
ers and that the availability of high
quality classroom teachers is re
lated to the salaries offered such
personnel." This standard focuses
on the state's concern th'at teachers
be paid at a level sufficient to at
tract qualified people. Indicative of
this concern was the fact that Vir
ginia's average teacher salary
ranked thirty-fourth among the
states in 1982.

Assessing SUQ Costs: JLARC I

The complaint that the state was
not funding its share of the costs
of the Standards of Quality (Sc:><2)
was continually voiced by locali
ties and school divisions in the
1970s. In response, the 1982 Gen
eral Assembly directed the Joint
Legislative Audit and Review
Commission (JLARC) to study
state mandates on localities and the
fiscal condition of local govern
ments in Virginia.

The Sc::><l which include by
definition the Standards for Ac
crediting Schools, are the state
mandates in education. TheJLARC
study of mandates and fiscal stress

concluded that education was the
one major program where state
funding had not kept pace with
constitutional commitment and
state mandates. In fact, the state
share of total education funding
had actually declined from 1978to
1982. To address this finding,
JLARC proposed $233 million in
additional state aid for localities,
principally for education.

To understand and appre
ciate recent General Assembly ac
tions on school funding, it is im
portant to pote the membership of
]LARE· i 982. By law; at least
seven members of the Senate Fi
nance and House Appropriations
committees must be members of
JLARC. In 1982 Senator Hunter B.
Andrews, second in seniority on
the Senate Finance Committee at
that time, chaired JLARC. He was
joined on the commission by the
senior members of the General
Assembly's money committees.
These individuals and their col
leagues on the money committees
were subsequently to provide leg
islative leadership in addressing
the issue of state funding for pub
lic schools in Virginia.

In further response to con
cerns over adequate state funding
for public schools, the 1982 General
Assembly directed JLARC to ana
lyze and assess the state's funding
for the SOQ. Specifically, it was to
assess the method for estimating
SOQ costs and the equity of distri
bution of state funding to local
school divisions.

Results of the first phase of
the JLARC study, released in late
1985, dealt with the costs of imple
menting the existing Standards of
Quality (SQC2) and the adequacy of
the state's funding for its share of
those costs.

The report concluded that
the methods which had been pre
viously used overestimated the
total costs of the Sc:><2 but that,
consistent with previous findings,
the state needed to increase its
funding for the standards.



The study did not address
the question of what the standards
should be. It accepted the existing
standards, as well as the legislative
definition of SOQ operating costs.
This definition did not include
capital outlay or debt service costs
of the school divisions.

JLARC recommended a new
and detailed methodology for the
state to use in estimating the cost
of the SOQ. In this methodology,
the existing and quantified stan
dards for number of instructional
staff were applied to enrollment
data for each lass in every school
in Virginia to calculate the number
of positions required in each school
division.

Quantified standards were
available only for instructional
personnel. In areas where quanti
fied standards were not available
for the other operating costs,
JLARC recommended an ap
proach which identified 'prevail
ing costs' across school divisions.

This recommendation in
cluded two key factors on how to
estimate 'prevailing costs.' The first
was to use the school division as
the unit of expenditure to calculate
prevailing costs. In this recom
mended approach every school
division, regardless of its size,
counted as one unit. The approach
used by the Department of Educa
tion had given greater weight to
the larger school divisions. In pre
senting this approach, ]LARC cited
the state constitution, state statutes,
opinions of the attorney general,
and Board of Education regula
tions as evidence that the SOQ
apply to school divisions as a unit.

The second key factor in
terms of methodology was the
recommendation to use a statistic
termed 1inear weighted average'
to estimate 'prevailing costs.' In its
own explanation of this approach,
JLARC stated:

The linear weighted average
includes all values in the
calculation, yet weights

central values more than
extreme values.

It was considered the best
statistic for calculating pre
vailing costs for the distribu
tions reviewed, because it
was influenced by all the
data, but was not unduly
influenced by the ex
tremes.... For most instruc
tional salary and support
cost distributions, the result
of applying the linear
weighted average was a cost
calculation less than the
statewide average, but
greater than the costs in
curred by the median, or
middle~ost,school division.

These two factors produced
a significantly lower estimate ofthe
costs of the SOQ than the method
010gy employed by the Depart
ment of Education since 1972,
which used simple statewide aver
age. A lower total estimate resulted
in a lower state share. The locali
ties, knowing that the largest
school divisions often spend the
most per pupil, maintained that
these two factors in JLARC's rec
ommended approach inappropri
ately depressed total SOQ costs
and correspondingly the state's
share of that cost.

FuUy Funding the Standards:
The 1986 General Assembly

In August 1984 Governor Robb
publicly stated that his 1986-88
budget proposals would fully fund
the state's share of the cost of the
Standards of Quality (SOQ). He
was later joined in this commit
ment by Gerald L. Baliles during
his successful 1985 campaign for
governor. Both governors also saw
the need to increase significantly
teachers' salaries.

The JLARC study results,
released in late 1985, identified
$493 million in additional state
general funds as being necessary to

fully fund the state share of the
SOQ. This estimate assumed an
nual increases of 10 percent in in
structional salaries. In comparison,
the Department of Education, us
ing the existing methodology, es
timated $713 million in new state
dollars to fully fund the same stan
dards for the 1986-88 biennium.
The budget request of the Depart
ment of Education and the JLARC
recommendations, differing by
$220 million, were both before
Governor Robb as he prepared his
1986-88budget recommendations.

In his speech to the Gene al
Assembly in January 1986, Gover
nor Robb said:

To prepare for our next ma
jor advance, state govern
ment has completed an ex
haustive study of the com
plex issues surrounding the
full funding of the standards
of quality. And while I ac
cept the new methodology,
I believe that even more
money than the new study
would require is necessary
to maintain our steady
momentum toward true
educational excellence in
our public schools.

Governor Robb's recom
mended budget for the 1986-88
biennium, supported by incoming
Governor BaIi1es, included $684
million in new state doliars to fully •
fund the SOQ. This figure was
based on the JLARC recom
mended methodology but pro
vided new state funding almost _
equal to the Department of Edu- •
cation's requested amount by bas
ing the appropriation on a 12.8
percent annual increase in state
funding for instructional staff sala- •
ries. This increased funding for
salaries was coupled with the rec
ommendation that a school divi
sion's receipt of the state funds
associated with the 12.8 percent
salary increase in the second year
of the biennium be conditional 61

MAY 1989



THE UNIVERSITY OF VIRGINIA NEWS LETTER

fLARe found that
the state could reduce
funding disparities
among localities . ..
by basing the
distribution of a
larger proportion of
state dollars on the
ability of the locality
to pay for its schools.
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upon giving teachers in that school
division a 10 percent or greater
increase in each year of the bien
nium. This approach was termed
the 'teacher salary mandate.'

After considerable debate,
focused primarily on the teacher
salary 'mandate' and the appropri
ateness of the JLARC methodol
ogy, the 1986 General Assembly
adopted the governor's recom
mended 1986-88 budget for pub
lic schools with virtually no
changes. For the first time, the state
could document that the Standards
of Quality (SOQ) were fully
funded.

SOQ Costs: JLARC II

In its second report on elementary
and secondary education, JLARC
extended its study of state funding
for public schools from the costs of
the Standards of Quality to the
distribution of state funds to local
school divisions. This distribution
is based on the state's policies for
sharing SOQ costs between the
state and its localities.

The study concluded that
the basic structure for distributing
state funds was sound. For fifteen
years, the structure had included
Standards ofQuality, which recog
nized educational need, and the
Composite Index, which recog
nized local ability to support pub
lic schools.

JLARC found, however, that
more could be done by the state to
reduce funding disparities among
localities. This could be accom
plished by basing the distribution
of a larger proportion of state dol
lars on the ability of the locality to
pay for its schools. Proportionately
more state dollars could be di
rected to the relatively less affluent
localities, thus improving their
ability to improve their schools.

In the JLARC report's own
words, the changes were designed
to promote two goals for the state's
funding of the Standards of Qual
ity: "pupil equity and tax equity."

Pupil equity was defined as
the "provision of resources
necessary for a meaningful
foundation education program for
all pupils." This definition accepts
some expenditure variation.
Different pupils have different
needs, and different localities face
different cost factors that are
beyond their control. Virginia's
system seeks to ensure a high
quality program in every school
division, not equal expenditures.

The Joint Legislative Audit
and Review Commission defined
tax equity as "the apportionment of
State and local responsibility for
the [Standards of Quality] pro
gram in a manner to ensure that the
proportion of local taxable re
sources required to provide a
meaningful foundation program
does not vary greatly across
localities."

To consider how tax equity
could best be promoted, JLARC
reviewed two basic measures of a
locality's ability to pay: the Com
posite Index and Revenue Capac
ity. As previously stated, the
Composite Index had been used
since the early 1970s. The second
measure, Revenue Capacity, was
based on an 'average tax rate'
approach developed by the U.S.
Advisory Commission on Inter
governmental Relations. JLARC
also developed for consideration
an index using Revenue Capacity
adjusted by a locality's adjusted
gross income. This index was
based on the concept that localities
with higher incomes could provide
greater support for education. An
effort index was also presented
that would have required every
locality to spend at the same level,
relative to its Revenue Capacity, to
support its public schools.

In addition to the measure of
ability to pay, another important
factor was the appropriate propor
tion of state funds that should be
distributed based on that measure.
JLARC concluded that more state
funds should be distributed on the
basis of a locality's ability to pay

for its own schools. It specifically
recommended that the state begin
to use ability to pay as a basis for
distributing state funds for voca
tional education, special education,
remedial education, pupil trans
portation, and fringe benefits. To
offset the potentiallyadverse effect
on some localities of greater equali
zation in distributing state funds,
JLARC further recommended that
the state share for equalized fund
distributions be increased from the
nominal statewide average of 50
percent.

Seven diff-erent options,
implementing the various con
cepts advanced in the report, were
offered by JLARC to illustrate the
impact of these several policy
choices on the state and each indi
vidual locality. JLARC's two stud
ies of state funding of the Stan
dards of Quality provided the
framework for determining both
SOQ costs and how those costs
should be shared with the locali
ties. The choices of policies within
that framework would determine
the distribution of state funds to
localities. The decisions about
what these choices should be was
left to Governor Baliles and the
1988 General Assembly.

Equity: The 1988 General Assembly

The JLARC recommendations,
concerns about disparity, and con
cerns about adequate teacher sala
ries presented Governor Baliles
with the opportunity to recom
mend significant changes in state
funding for public schools in Vir
ginia. The 1988 General Assembly
session also presented the oppor
tunity to advance changes in the
Standards of Quality (SOQ) advo
cated by the Commission on Excel
lence in Education, which had
reported to the governor in late
1986.

The significance of the
timing of this opportunity cannot
be overstated. This opportunity
was available with the only budget



that Governor Baliles could both
recommend and execute during
his term. It was also available
before the 1990 legislative redis
tricting that would inevitably
lessen the voting strength of the
rural and less affluent localities,
which many of the changes were
designed to benefit. Most impor
tantly, it was available at a time
when the General Assembly's
leadership saw the need for change
and was willing to make the
difficult decisions that would bring
change about.

The e tent to which the
opportunity was taken, after exten
sive and sometimes heated consid
eration, was subsequently de
scribed in a Virginia Municipal
League publication:

While local officials knew
that education funding
would be reviewed and
possibly altered during the
1988 session, few would
have guessed that such
sweeping changes would be
made during the course of
60 days.... In sum, major
changes were made during
the 1988 legislative session
which will change the
course of education funding
for many years to come.

In his 1988 State of the
Commonwealth address, Gover
nor Bali1es stated his proposal:

Since implementing the
Basic School Aid formula in
1974 to equalize funding per
pupil, the disparities have
grown worse, not better.

I submit that such dis
parities in funding and qual
ity between local school di
visions are inherently ~nfair

and counter-productive....
In this budget, I propose

that the state share of the
costs per pupil be increased
by one percent each year,
with the ultimate goal of

increasing the state share of
the Standards of Quality by
an additional five percent.

Further, to better assist
our less affluent school divi
sions we will, according to
the relative wealth of the
locality, increase state fund
ing for the costs of special
education, vocational educa
tion, remedial education and
pupil transportation.

In developing 1988-90
recommendations on state funding
for public schools, Governor
Baliles addressed seven major
funding issues: four relating to the
cost of the Standards of Quality
(SOQ) and three related to the
distribution of state funds to pay
for the state share of the costs of the
SOQ.

The four major cost issues
were (1) the salary goal for teach
ers, (2) the number of instructional
positions to be funded for each
school division, (3) the higher cost
of competing for instructional and
other personnel in Northern Vir
ginia, and (4) the recommenda
tions of the Commission on Excel
lence in Education to improve the
Standards of Quality.

The three major distribu
tion issues to be addressed were
(1) what measure to use to de
termine a locality's ability to pay,
(2) the extent to which state funds
should be distributed on the basis
of a locality's ability to pay for its
own schools, and (3) the share of
total SOQ costs that should be paid
for by the state.

The teacher salary goal rec
ommended by the governor to the
General Assembly was that Vir
ginia should seek to achieve the
national average in teachers' sala
ries by the 1990-92 biennium. Fur
ther progress toward this goal
required that teachers' salaries in
crease by an average of 7.3 percent
each year of the 1988-90 biennium.
The influence that this goal of in
creasing teachers' salaries has had

on new state funding for public
schools in the 1980s is illustrated
by the fact that almost one-half of
the additional state funding for the
1988-90 biennium was for increas
ing instructional salaries. A teacher
salary 'mandate,' in a manner
similar to that for 1986-88, was also
structured for 1988-90. It required
that local school divisions provide
7.3 percent annual increases in
order to receive the associated state
funding for the second year of the
biennium.

Since the early 1970s, every
school division had been funded
by the state for the same number
of instructional positions. The
]LARC analysis showed that many
smaller school divisions, due to a
lack ofeconomies of scale, actually
required more instructional posi
tions to meet the Standards of
Quality (SOQ). In some larger
school divisions, the number re
quired to meet the SOQ was actu
ally less than the number that the
state had been funding.

The governor accepted the
]LARC analysis and recom
mended that the number of in
structional positions funded by the
state vary among school divisions.
No school division was funded for
less than 59 instructional positions
per 1,000 students, even though
many required fewer positions to
meet the SOQ. The number of
positions funded ranged from the
minimum of 59 positions per 1,000
students to the maximum of 99 for
Highland County.

Also consistent with the
]LARC findings, the governor's
budget recommendations in
cluded additional'cost of compet
ing' funding of 12.5 percent for
eight Northern Virginia school
divisions. The 12.5 percent incre
ment was added to the prevailing
statewide salary costs used in the
formula to reflect the fact that sal
ary costs in Northern Virginia were
exceptionally high when com
pared to the rest of the state. This
addressed the concern that some 63
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1/While local officials
knew that education
funding would be
reviewed and
possibly altered
during the 1988
session, few would
have guessed that
such sweeping
changes would be
made during the
course of 60 days."
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school divisions have to pay sala
ries significantly above the state
wide prevailing level because of
the local or regional wage market,
a factor beyond their control. This
proposal was also consistent with
a pre-existing policy for compen
sating state employees who work
in Northern Virginia.

The final major cost issue
was additional state funding, as
recommended bythe Commission
on Excellence in Education and the
Board of Education, for improve
ments in the Standards of Quality.
The first of these lowered the class
size for the first grade and all
English classes to twenty-four
students as the first step toward the
goal of a maximum class size of
eighteen. The second staffing im
provement required and funded
guidance positions in elementary
schools. The final SOQ change was
to improve the staffing for
remedial instruction.

In addition to these major
issues, additional state funding
was recommended for health in
surance costs and teacher aide
staffing to allow teachers to have a
duty-free lunch. A major change,
again as recommended byJLARC,
was proposed for the way schools
were reimbursed for transporta
tion costs. Finally, a no-loss fund
ing provision was recommended
to ensure that no school division
received less state funding in either
year of the 1988-90 biennium than
it received in 1987-88.

Governor Baliles recom
mended that the Composite Index
be retained as the measure of local
ability to pay to be used by the
state. JLARC had identified Reve
nue Capacity as a technical im
provement in measuring ability to
pay over the Composite Index, but
also endorsed continued use of the
Composite Index. Two ofthe seven
options JLARC presented used the
Composite Index as the measure of
local ability to pay.

The governor's recom
mended budget also proposed that

a much greater proportion of total
state funding be distributed to local
school divisions on the basis of the
locality's ability to pay. For the first
time, it was proposed that state
funding for vocational education,.
special education, remedial
education, pupil transportation,
and fringe benefits be based on
local ability to pay. This change
benefitted more than three-fourths
of the school divisions whose
Composite Index was less than .50,
but it also required that all localities
provide funding for a local share
of the costs of these programs.

Finally, the governor's rec
ommended budget increased the
state share of the cost of the Stan
dards of Quality from the long
standing 50 percent to 51 percent
for 1988--89 and 52 percent for
1989-90. He further proposed that
the state adopt a goal of ultimately
funding 55 percent of the costs of
the Standards of Quality.

When the effect of the gov
ernor's recommendations on each
school division became known,
school and other public officials in
many localities complained that
the new state money was not
enough. They expressed concern
that localities would have to pro
vide significant additional local
appropriations to fund the new
Standards of Quality and the re
quired teacher salary increases.

The General Assembly and
its leadership were convinced that
the basic principles of equity that
formed the basis for the governor's
rcommendations were in the best
interest of the Commonwealth as
a whole, and it acted accordingly.
After extensive consideration, the
basic school funding changes rec
ommended by the governor were
adopted. To respond to the locali
ties' concerns over funding, how
ever, additional state funds were
provided by the General Assembly
to many school divisions.

A number of school divi
sions were not receiving increased
state funding under the governor's

proposal because they were losing
considerable numbers of students.
These school divisions were buff
ered from the fiscal effects of en
rollment loss by providing state
funds for 80 percent of the student
enrollment decline in the first year
and 40 percent in the second year.

The General Assembly also
provided that no school division
would receive less than a 2 to 4
percent increase in state funds,
depending on the locality's Com
posite Index. The more affluent
localities with a higher Composite
Index received a minimum in
crease of 2 percent, while the least
affluent localities received a mini
mum increase in state funding of 4
percent. This minimum increase
provision affected only a limited
number of Virginia's school divi
sions, since most localities were
already receiving significant fund
ing increases under the governor's
proposal.

Finally, the General Assem
bly delayed all new SOQ require
ments, except the teacher salary
increase, until the second year of
the biennium.

Changes in School Funding

The changes in school funding
during the 1980s have been dra
matic. The equity of the school
funding form la has b signifi
cantlyenhanced. The percentage of
total state funding that is now dis
tributed on the basis of ability to
pay, as shown in Table 1, has in
creased from less than 50 percent
to more than 64 percent.

A study by Gary T. Henry
and Virginia A. Hettinger has
shown that the state's funding
approach now directs more funds
to school divisions to compensate
for pupil costs that are beyond
their control. The equity of state
funding has particularly improved
for special education students,
remedial students, and gifted stu
dents. Also, pupil equity has been



TABLE 1
Percentage of State Funding Equalized

Biennium

1984-86
1986-88
1988-90

improved with respect to regional
cost differences over t e same
period. More state funds for pub
lic schools are distributed to locali
ties where costs are higher. State
funds are also now more fairly
distributed to compensate for the
unequal ability of localities to pay.
Less local revenue capacity causes
state revenues to increase. In
1984-85, $1.00 less in local revenue
capacity per capita was compen
sated by an increase of 80 cents in
state revenues per pupil. In
1988-89, $1.00 less in local revenue
capacity per capita is offset by a
$1.40 increase in state funding.
State funding is, therefore, signifi
cantly more sensitive to changes in
local ability to pay.l

If the policies initiated in
1988 are continued, approximately
three-fourths of all state funding
for public schools will be equalized
by 1993. Less affluent school divi
sions will receive significantly
more in state assistance per pupil,
and the overall fiscal capacity to
reduce educational disparity
among school divisions will be
even further improved.

The state now precisely de
fines and fully funds its share of the
cost of the Standards of Quality
(SOQ). State funding for public
schools has been increased by $1.9

1 Gary T. Henry and Virginia A. Het
tinger, "A Method for Evaluating the
Equity of Educational Funding," Jour
nal of Education Finance (forthcoming,
1989).

Percent State Funds
Localities' Ability to Pay

(Equalized)

48.8%
54.2
64.4

billion since the 1982-84 biennium.
This is an 84 percent increase. In
addition, local funding for public
schools has similarly increased.

Concurrent with changes
that more equitably distribute state
funds and fully fund the SOQ the
average teacher salary in Virginia
has increased by almost 50 percent
over the past five years. Virginia's
average teacher salary, which
ranked thirty-fourth among the
states in 1982, is now estimated to
rank twenty-first.

Implications

The foremost implication of the
school funding changes is that
many Virginia localities have an
enhanced fiscal ability to improve
their schools. They and the Com
monwealth have an opportunity
that must be seized. Significant
improvements in student achieve
ment have been made in Virginia,
but the goal of better education is
a moving, not a stationary, target.
For example, recent evidence indi
cates that the majority of the stu
dents in the United States, and
therefore Virginia, are not as well
prepared in such subjects as
mathematics and sciences as their
counterparts in other developed
countries.

In many school divisions,
additional improvement will have
to be made at the same time they
are adjusting to significant

decreases in student enrollment.
More than half (75) of Virginia's
138 school divisions are projected
to lose enrollment over the next
five years. Most of these divisions
are in Southside and Southwest
Virginia, where student achieve
ment is already relatively low
compared to that in the population
centers of the northern and eastern
areas of the state. State funding for
public schools is provided on a per
pupil basis, and fewer students
mean less state money and a
corresponding need to adjust
schoo budgets according y.

The issues of funding equity
and more state and local funds for
education are being joined by the
issue of accountability. School
divisions are being asked to show
positive results in terms of student
preparation and performance. In
Virginia, an Educational Perform
ance Recognition Program is being
developed to provide that ac
countability.

The Educational Perform
ance Recognition Program will
measure how well students are
being prepared for work and col
lege. It will supply information on
the performance of students and
schools and track their improve
ment over time. Each school divi
sion will be compared with other
divisions that are most similar in
terms of community, school, and
student characteristics.

This development, as well as
public concern over the quality of
education, may lead to modifica
tions in the focus of the Standards
of Quality. Historically, states have
held local school divisions ac
countable by setting standards for
inputs into the education system;
e.g., availability of instructional
resources, staff qualifications, and
program offerings. Rarely have
states focused accountability on
educational practices or outcomes
- student performance - two
other options. States, including
Virginia, have relied on regulating
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eelucational inputs and monitoring
compliance.

Within the past decade,
however, states have begun to re
focus thei~ approach. In the mid
1970s states began to specify and
measure outcome standards by
incorporating minimum compe
tency testing into their standards.
States also collected and reported
test scores, but they relied pri
marily on publicity to stimulate
and inform local improvement ef
forts. Recently, states have devel
oped their accountability frame
works in two new ways: (1) adopt
ing requirements for certain edu
cational practices, and (2) using
indicators of student and school
performance. The findings of re
search on effective schools have
made their way into state ac
countability approaches. States
have begun to establish standards
for such education practices as staff
development, goal setting, princi
pal leadership, and other practices
shown to be effective.

.Virginia, having already
acted, has moved ahead of other
states in reforming its school
funding approach. Its school fund
ing approach is in a much better
posture to meet any test of equity.

The school finance equity concerns
of the 1970s led to a revolution in
state financing of public schools
across the nation, including Vir
ginia. In the late 1980s, this debate
is being renewed in more than half
of the states. School funding
formulas are now being reviewed
in twenty-one states in the interest
of making them more fair. School
finance litigation is pending in
seven states and has been recently
adjudicated in two additional
states.

A third implication is that,
with respect to funding the
Standards of Quality, the new
costing methods specifically and
precisely define the relationship
between the standards and cost.
Dollars follow standards. This
means that, except for inflation,
there is no basis for additional state
funding unless new standards, or
mandates, are adopted. As already
noted, the constitution prescribes
that"each unit of local government
shall provide its portion of such
cost...." Since the funding ofpublic
schools is a partnership, new
standards not only require
additional state funding, but also
may require more local funding.
This places new fiscal discipline on

the state and localities in
improving the Standards of
Quality.

Conclusion

In response to a number of factors,
two proactive governors and a
progressive General Assembly
have acted to meet the public edu
cation commitment of Virginia's
constitution. The state's funding of
public schools has been made more
equitable for both pupils and local
taxpayers. State funding for pub
lic schools has almost doubled in
six years. Hand-in-hand with these
changes, teacher salaries have been
increased to a competitive level.

This investment is already
bringing a return in better schools
and students across Virginia. More
return will, however, be de
manded by the publie and its lead
ers. The relative complacency of
the 1960s and 1970s about educa
tion and competitiveness has been
replaced by the concern and re
form of the 1980s. The school fund
ing and other reforms of this dec
ade have placed Virginia's schools
in a better posture to meet this
challenge.
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