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formulas that represent decades of legislation. These formulas often do not refl ect 
changes in the distribution of the state’s population, student demographics, or 
certain programs’ underlying costs. Statewide, there are substantial variations in 
schools’ per pupil spending on some programs. For example, the highest-spending 
district spent approximately $16,000 more per student on special education than 
the lowest-spending district in 2004-05.6 Furthermore, special education accounted 
for 18.6 percent of schools’ instructional expenditures statewide, while special 
education students accounted for just 10.8 percent of enrollment.7 In the same 
year, schools’ bilingual and migrant education expenditures equaled 1.3 percent 
of instructional expenditures, while more than four out of 10 elementary and 
secondary students (42.0 percent) did not speak English as their primary language.8
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How Do School Districts 
Spend Their Funds?  

More than four-fi fths (82.9 percent) 
of statewide spending for schools 
goes to pay for the salaries and 
benefi ts of teachers and other staff                 
(Figure 1).2 Salaries for classroom 
teachers accounted for 39.5 percent 
of school expenditures; salaries for 
other school staff, including counselors, 
principals, and secretaries, accounted 
for 24.4 percent; and employee benefi ts, 
including retirement and health benefi ts, 
accounted for 19.0 percent.3

In 2004-05, California’s schools 
allocated more than three-fourths (77.1 
percent) of funds spent on instruction to 
general education programs – programs 
that serve the vast majority of students 
in traditional school settings – and 
18.6 percent to special education           
(Figure 2).4 Districts divided the 
remaining instructional expenditures 
among bilingual and migrant education, 
other K-12 schools, and vocational 
education.5

The state budget currently allocates 
general purpose funding for schools 
based on student attendance. The 
budget also designates funding for 
specifi c programs – so-called categorical 
programs – based on a variety of 

K -12 education accounted for the largest share of California’s budget – 39.5 percent of General Fund expenditures 

– in 2006-07. More than six out of every 10 dollars (62.1 percent) that California’s schools receive come from the 

state and are spent by local school districts on everything from textbooks to teachers’ salaries.1 Spending patterns 

vary significantly among districts, and California differs from national trends in some key respects.

As part of his 2008-09 Proposed Budget, Governor Schwarzenegger reduces funding for California’s school districts by 

$4.4 billion. The cuts are proposed at the same time that a large body of foundation-supported research and a report by 

the Governor’s Committee on Excellence in Education conclude that additional funds are required to provide California’s 

students with access to a quality education. This School Finance Facts examines how California’s schools spend their 

money and what the Governor’s Proposed Budget would mean for public education.

How California’s School Districts Spend Their Funds

F A C T S
MAY 2008

S C H O O L  F I N A N C E

Figure 1: More Than Four-Fifths of Statewide Spending 

for Schools Supported Salaries and Benefits in 2006-07
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Note: Excludes spending from special revenue funds, capital project funds, debt service funds, proprietary funds, and fiduciary funds. Other Staff Salaries includes counselors, 
instructional aides, clerical staff, supervisors, and administrators. Percentages do not sum to 100 due to rounding.
Source: CBP analysis of California Department of Education data



Differences in School 
District Spending

Spending patterns vary among California’s 

school districts, according to a recent 

study that analyzed 2004-05 statewide 

expenditures.9 The study found that 

schools with large shares of students 

from low-income families spent $7,845 

per student, on average, compared to 

the $7,061 per student spent by schools 

with small shares of these students, a 

difference of 11.1 percent.10 Bilingual 

education spending by the same districts 

also varied greatly. Districts with a large 

share of students from low-income 

families spent, on average, $110 per 

student on bilingual education, more than 

four times the amount spent by districts 

with a small share of these students.11

The study also found that spending on 

special education varies among school 

districts with different characteristics. For 

example, urban schools spent, on average, 

one out of every fi ve instructional dollars 

per student (19.8 percent) on special 

education, whereas spending on special 

education in rural schools accounted 

for less than one out of every eight 

instructional dollars per student (12.2 

percent).12 Districts with large shares 

of black students spent, on average, 

7.5 percent of per student instructional 

expenditures on students with severe 

disabilities, while those with small shares 

of black students spent 1.8 percent of 

per student instructional expenditures on 

similar students.13 

The study also noted that “basic aid” 

districts spent 22.6 percent more per 

student, on average, than non-basic 

aid districts.14 Basic aid districts, which        

account for fewer than 10 percent of      
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How Does California’s Spending on Teachers Compare              
to Other States?   
The average pay for California’s teachers is the highest in the nation.15 California’s 
relatively high salaries refl ect the state’s high cost of living and the relatively high 
earnings of California’s workers.16 While California’s teachers earn more, on average, 
than their counterparts in other states, recent research fi nds that California’s teachers’ 
weekly earnings average 19.3 percent less than those of occupations with similar 
educational and skill requirements.17 Because of California’s low per pupil spending 
– California’s schools spent less per pupil than 33 other states in 2006-07 – and high 
teacher salaries, California’s classrooms have more students per teacher than the US as 
a whole. In 2006-07, California ranked 49th in the nation with respect to the number of 
students per teacher. California averaged 19.9 students for each teacher, while the US 
as a whole averaged 14.4 students per teacher.18  

California’s schools also employ relatively few school site and district administrators 
per student compared to the US as a whole. In 2005-06, there were 461.6 students 
per school site administrator in California, compared to 290.2 students per school 
site administrator in the US as a whole. In addition, California employs 4.9 school site 
administrators per school district administrator compared to 2.6 nationwide.19 As a 
result, fewer than one out of 20 dollars (4.7 percent) of California’s school district 
expenditures supported the salaries of school site and district administrators in 
2006-07.20 

Governor Proposes Large Cuts to Schools  
On January 10, 2008, Governor Schwarzenegger estimated that California faced a 
$14.5 billion gap between state revenues and expenditures in 2007-08 and 2008-09 
combined. The Governor’s 2008-09 Proposed Budget closed about two-thirds of the 
budget gap by reducing spending in most state programs and closed the remainder 
through accounting changes and increased borrowing. In February, the Legislative 
Analyst’s Offi ce (LAO) estimated that the budget gap had widened to $16 billion, and 
when the Governor makes revisions to his proposed budget in mid-May, many expect the 
gap to widen further.21 The largest share of the Governor’s proposed budget cuts ($4.4 
billion) apply to K-12 education. To achieve these reductions, the Governor proposes 
to suspend the Proposition 98 guarantee and to fund K-12 education by $4 billion less 
than would be required by the guarantee.22 
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Figure 2: General Education Spending Accounts for More Than Three-Fourths 

of Statewide District Instructional Expenditures Per Student
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students. Percentages do not sum to 100 due to rounding.
Source: Institute for Research on Education Policy and Practice
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The Governor proposes to reduce:

General purpose school funding by $2.6 billion by eliminating the cost-of-living • 
adjustment (COLA) for school districts and county offi ces of education. 

Special education funding by $357.9 million. The Governor proposes to eliminate • 
the COLA and reduce existing state funding for special education.

Funding for a number of categorical programs by $1.1 billion.• 23 In order to 
achieve these savings, the Governor proposes to eliminate COLAs and reduce rate 
allocations.  

The state’s contribution to the State Teachers’ Retirement System for retiree        • 
purchasing power protection for savings of $80 million. The Governor proposed 
– and the Legislature rejected – a similar proposal in 2007, which the LAO notes 
“may violate active and retired teachers’ contractual rights and, therefore, be 
legally unworkable.”24

In February, the Legislature reduced K-12 education spending and used unspent funds 
from prior years to achieve savings of $475.7 million in 2007-08.25

The Impact of the Governor’s Proposed Budget Reductions 
Would Vary Among Districts  
The Governor’s Proposed Budget would result in deep funding cuts for many districts 
– including many large districts with sizable numbers of lower-income students – while 
reductions in funding for some districts would be less severe.26 For example, funding for 
the Los Angeles Unifi ed School District would be reduced by at least $664 per student, 
while funding would be reduced by less than one-sixth of that amount (at least $108 
per student) for several districts, such as the Laguna Beach Unifi ed School District in 
Orange County.

The Governor’s Proposed Budget reduces funding for special education by $357.9 
million and states that schools may have to “backfi ll” the reductions since special 
education programs are federally mandated. When schools backfi ll reductions – replace 
dollars that have been cut – fewer dollars are available for other purposes. These 
proposed cuts would disproportionately affect urban schools and those with large black 
populations since they spend a greater share of district funds on services for special 
education students. Furthermore, proposed special education reductions would result in 
a loss of $189.3 million in federal funds in 2009-10, magnifying the impact at the local 
level.27 

How Much Would an “Adequate” Education for All California 
Children Cost?  
The fi ndings of studies released last year as part of the foundation-supported “Getting 
Down to Facts” (GDTF) series estimated the funding needed for students to meet the 
state’s high academic standards. Similarly, the Governor’s Committee on Education 
Excellence, appointed by Governor Schwarzenegger in April 2005, recently released 
estimates of the funding necessary to implement its various recommendations. Both 
estimates document the need for a substantial increase in resources to support public 
education in order to ensure that all of California’s students have access to a quality 
education. 

The GDTF studies suggest that California would need to increase spending to a level 
that is 40 percent to 71 percent above recent levels to enable students to meet the 
state’s achievement standards.28 The Governor’s Committee on Education Excellence 
estimates additional costs of $10.6 billion, an increase of 23.5 percent over 2007-08 
expenditures, to implement its recommendations.29 Furthermore, the Governor’s 
Committee recommends transitioning to a student-centered funding system in which 
initial funding levels are increased by 20 percent for English learners and by 40 percent 
for students from low-income families.30

The LAO’s Alternative 
Budget for K-12 
Education

In February, the LAO proposed an             

alternative to the Governor’s Proposed 

Budget. The LAO’s alternative budget 

proposes to suspend the Proposition 98 

guarantee and to provide a level of funding 

estimated to be $800 million below what 

would be required by the guarantee.33 

Although the LAO’s alternative provides 

more funding for schools in 2008-09 than 

the Governor’s Proposed Budget, it 

reduces 2007-08 spending to the 

minimum level required by the Proposition 

98 guarantee. This proposed $1.1 billion 

spending reduction in the current year 

would cut the 2008-09 Proposition 98 

guarantee by the same amount. Similar 

to the Governor’s Proposed Budget, the 

LAO’s alternative budget does not provide 

COLAs for education programs in 2008-09. 

Instead of the Governor’s “across-the-

board” reductions to education programs, 

however, the LAO’s alternative budget 

proposes $167.7 million in targeted 

reductions to 11 programs. These 

programs include Physical Education 

Incentive Grants, adult education, and 

programs that direct monies to students 

from low-income families. Additionally, 

the LAO’s alternative budget proposes to 
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districts statewide, receive all of their 

general purpose funding from local 

property taxes. They are typically located 

in areas with higher median household 

incomes and tend to have fewer students 

who are black, Latino, or who come from 

low-income families.31 Basic aid districts 

spent, on average, more than twice the 

amount per pupil (107.2 percent) on the 

acquisition and construction of major 

capital facilities than non-basic aid 

districts.32
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reduce K-12 education funding by $402 

million in 2008-09 by suspending the 

Quality Education Investment Act (QEIA).34 

QEIA provides funds to low-performing 

schools.35 

The LAO’s alternative recommends major 

changes to the system used to fund 

K-12 education.36 The LAO suggests 

consolidating 43 individual K-12 education 

funding streams into four block grants. 

These block grants would not change 

the distribution or levels of funding that 

are currently provided, but would allow 

schools greater fl exibility in how funds are 

used.37 Although increased fl exibility for 

cash-strapped schools may be desirable, 

critics argue that strong accountability 

measures would be required to ensure that 

funds allocated to help close persistent 

achievement gaps among the state’s 

diverse populations reach the students 

they are intended to help.

1 Although state funds are provided to K-12 school districts, 
this School Finance Facts uses the terms “schools” and “school 
districts” interchangeably.

2 CBP analysis of California Department of Education data. 
Excludes spending from special revenue funds; capital project 
funds; debt service funds, which include bond redemptions and 
interest; proprietary funds, which include funds such as cafeteria 
and warehouse funds; and fi duciary funds, which include pension 
trust funds and retiree benefi t funds. 

3 The California Department of Education provides detailed 
expenditure data at the district level; however, it does not provide 
the same information at the school site level. As a result, it is 
diffi cult to assess how spending varies among school sites within 
a school district or to compare school site expenditures for 
different districts.  
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Conclusion   
The Governor’s proposal to reduce state 
spending on K-12 education comes at 
the same time that his own Committee 
on Education Excellence suggests that 
a substantial increase in resources is 
needed to provide a quality education 
to California’s students. The Governor’s 
Committee recommends the largest share 
of these increased resources should 
be used to support English learners 
and students from low-income families. 
However, the Governor’s Proposed Budget 
would result in a substantial reduction 
of funds for schools with large numbers 
of these students. Policymakers should 
explore alternative approaches that provide 
schools with the resources they need and 
that include strict accountability measures 
as part of any potential education 
funding reform to ensure that resources 
reach the students for whom they are 
intended. Without adequate resources 
and accountability measures, persistent 
achievement gaps among the state’s 
diverse student population may grow even 
wider.
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