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ABSTRACT 
 

MUTUAL FUND OF THE MINDS: A CORRELATIONAL STUDY ON EDUCATION 

AND THE ECONOMY AT THE STATE LEVEL  

Aaron J. Bredenkamp 

University of Nebraska, 2016 

Advisor: Dr. Kay A. Keiser 

 
During his tenure, President Barak Obama promoted education as a key to 

economic prosperity.  However, in the post recession economy, many states reduced 

school funding. In Nebraska, the Governor attempted to reduce taxes for voters, while the 

Legislature examined how to balance the budget with a school funding formula that 

continually called for increased funding.  

Chapter One outlines this ongoing conflict between state and federal policy.  

Chapter Two provides a historical context of school finance policy with the state of 

Nebraska’s school finance history being provided in even greater detail.  The indicators 

used to measure the economic impact of education are also discussed in Chapter Two.  

This correlational study builds upon the idea of the economic impact of education 

by examining the relationship between the Gross State Product and three areas of 

economic development, i.e. educational attainment, natural resource revenue, and 

tourism. It also examines the relationship between the degree to which a state funds 

education and educational attainment, income, and the Gross State Product.    



	

	

The study found that education attainment had a statistically significant 

correlation with Gross State Product (rs(50) = .395, p =.005), while neither natural 

resource revenue nor tourism had a statistically significant relationships with the Gross 

State Product.  

The study also found that income had a statistically significant correlation with 

the percentage at which a state funds education (rs = -.328, n = 50, p = .020).  It was also 

found that this was a negative, or inverse, relationship. 

These findings were then shared with current education finance policymakers 

within the state of Nebraska. Implications were derived from their opinions that address 

the current state of school finance, both overall as well specifically within the state of 

Nebraska.  

It is hope that this study will provide policymakers richer research to utilize for 

decision making as well as deepen the dialog on the importance and impact of 

educational funding between educators, taxpayers, and policymakers.   
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1 

CHAPTER ONE 
 

INTRODUCTION 
 

Educating America’s youth is expensive. The 2010-2011 school year alone cost 

the United States over $527 billion dollars to fund public elementary and secondary 

schools (Digest of Educational Statistics. Table 2). These expenses have steadily 

increased over time, costing the nation more and more each year (Digest of Educational 

Statistics. Table 28, Digest of Educational Statistics. Table 235.10). In fact, school 

revenues more than doubled every decade between 1940 and 1990 (Odden & Picus, 

2008).  Furthermore, financing education is the largest portion of most state and local 

budgets (Odden & Picus, 2008).  

President Obama touted education as an economic stimulus (White House, 2014) 

and continually called for federal increases in education funding in his proposed budgets 

(President's 2015 Budget Proposal for Education; President's 2014 Budget Request for 

the U.S. Department of Education; Perez, 2012). During his time in office, however, 

many states decreased educational funding due to shrinking state budgets (Oliff, 2012).  

As federal and state policy, perception, and practice continue to differ it brings to 

question whether educational expenditures should be considered a cost, particularly a 

sunken cost that should be reduced in order to divert tax dollars towards more solvent 

investments. Or should educational expenditures be considered investments that make a 

positive impact on the economy and thus be increased in order to realize the greatest 

return for tax revenues?  

One method of exploring this question is to analyze the impact education has on a 

state’s economy. This could be conducted by examining different educational factors, 
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such as educational attainment or the percentage of educational expenditures against the 

Gross State Product, which measures the state’s economy.    

If there would be no significant relationship between these educational factors and 

the Gross State Product, then educational expenditures could be treated as sunken costs, 

and cuts could be justified. However, if there is a significant relationship between 

education and the Gross State Product, then educational expenditures could be considered 

more of an investment, meaning it could be argued that educational expenditures do have 

a beneficial impact on the economy and thus treated in a manner which maximizes their 

economic impact.  

This analysis could also be a key element in aiding states in determining 

educational funding policy. Currently there is a large discrepancy between states to the 

degree at which education is funded and no best practices for policy are followed.  

A National Context 

Nationally the amount spent on education has continually increased. Even in years 

when the Gross Domestic Product decreased and the economy has shrunk, spending by 

educational institutions continued to increase (Digest of Educational Statistics. Table 28).  

This could be interpreted as the educational industry continuing to grow in spite 

of slowing economies. However, this is more likely due to the increase in costs associated 

with the educational system rather than an economic theory that supports increased 

investment by policymakers in education.  

As the population of students increases in the United States (Digest of 

Educational Statistics. Table 39, Digest of Educational Statistics. Table 201.10) so does 

the overall cost of educating the swelling student body. Other economic forces, such as 
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inflation and the raising administrative and operational costs of a school, also add to the 

increasing amount needed to educate America’s students.  

This continually increasing cost of the educational system paired with a recent 

recession has forced educational funding into the forefront of political discussions; as 

states and the nation determine the best way spend each precious dollar of their dwindling 

budgets.  

Many states have decided to decrease school funding during the recent years of 

economical hardship. (Oliff, 2012) So, educational expenses and expenditures have had 

an inverse relationship, meaning while education has become more expensive, states have 

actually decreased the funding that goes towards it. This, in return, means many programs 

have been cut from schools, staffs have been reduced, and class sizes have increased. 

These cuts, and the changes they forced schools to make, have already diminished the 

quality of the educational system in America (Zhao, 2011; Zhao, 2012). This is especially 

true in lower income areas, where the recent budgetary constraints have been even more 

dramatic and have removed key programs that help some of America’s most at-risk 

students (Resmovits, 2012). 

However, some believed educational spending should have been cut even more, 

in order to devote funding into other areas and to solve current budgetary balance issues. 

They argued that the educational system was already too expensive and does not produce 

good enough results to justify such an expensive, and rising, price tag. They call for 

lowering education funding, so that money can be spent on more important economical 

matters. (McCluskey, 2011). 
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In 2011, Wisconsin’s Governor Scott Walker cut educational spending by $1.85 

billion in order to balance the state budget. He defended his actions by stating that "Our 

budget chooses to fix our problems now, so that our children and our grandchildren don't 

face the same challenges we face today” (Associated Press, 2011, para. 4). This is an 

example of how some policymakers believe education to be an inflated expense that must 

be lowered in order to balance state budgets.  

Other’s believe educational expenditures must be reduced so taxpayers can afford 

other-more economically prosperous programs. Kentucky Governor Steve Beshear was 

criticized for cutting higher-education funding and keeping K-12 funding flat, even 

though the student population and costs would continue to increase in the future, while he 

also supported giving tax breaks to the development of a religious themed amusement 

park. He believe the theme park would create jobs and make an economic impact (Knapp, 

2012; Musgrave, 2011). Polices such as these are examples on how some policymakers 

believe investing in private businesses is more economically rewarding than investing in 

education.  

This mentality also perpetuates the idea that education is a cost to taxpayers, one 

in which has little to no positive economical impact. Here, education is certainly not 

treated as an investment that will improve poor economies or benefit society financially 

as a whole.  Thus, the thought is, that educational funding should to be limited during 

declining economies, so money can instead be spent in others areas that will grow the 

economy and return America to a time of prosperity.   

President Obama did not agree. In spite of the economy, President Obama 

continuously called for an increase in funding for education. In his proposal for the 2013 
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budget, education was the single largest percentage increase of any discretionary item 

(Perez, 2012). President Obama justified these increases in spending by claiming 

education is an economical investment that will directly have a positive impact on 

America’s economy.  

In his “Education Blueprint” the president outlined how he feels that an increase 

in educational funding will lead to an increase in economical prosperity. It states:  

The President believes that education is a cornerstone of creating an 
American economy built to last. Based on the idea of shared responsibility 
in advancing and innovating our way to a better economy, education is an 
essential cornerstone. We must comprehensively reform our education 
system as we confront reductions in state funding of education. 
Ultimately, building a world-class education system and high-quality job 
training opportunities will equip the American economy to advance 
business growth, encourage new investment and hiring, spark innovation, 
and promote continued economic growth and prosperity (White House, 
2014, p. 1). 

 

It goes on to describe how the Federal government will rebuild America’s 

economy through education, by supporting students access to and completion of higher 

educational programs as well as education reform at the K-12 level in order to better 

prepare America’s students for the future.  

This is a vastly different approach than those previously mentioned that wished to 

decrease or flat-line educational spending. In this scenario, the President does not view 

education as a cost to the American people, but rather as an investment, one in which the 

entire nation will benefit from in the future.  

Former United States Secretary of Education, Arne Duncan, worked hard to 

amplify the President’s opinion during his time in office. Throughout his tenure as the 

Secretary of Education, he continually stressed the importance of increasing educational 

funding as a means to improve the economy. On his annual bus tour in 2011, where he 
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traveled the US to promote education, Secretary Duncan said. “No other issue is more 

critical to our economy and our way of life than education.” (U.S. Department of 

Education Press Office, 2011, para. 3). Again, this is much different than the view of 

cutting spending in the area of education in order to direct money towards other 

investments. Here, education is the investment.   

It is not only the current administration that has called for an increase in 

educational funding at the Federal level. Over the last twenty years, the Federal 

government has doubled its educational spending. In 1990, the federal share of total K-12 

spending in the United States made up just 5.7% (10 Facts About K-12 Educational 

Funding). In 2011, that number had almost doubled, with the Federal government now 

contributing 10.8% of the overall budget for education in America (The Federal Role in 

Education). It is apparent that at the Federal level education is seen as a strong 

economical investment and one that should be continuously funded in order realize an 

overall strong economy.  

A Local Context 

Nebraska experienced similar debates within the state, when in 2013 politicians 

propose school finance reforms as well as attempt to increase tax equity by lowering 

certain taxes. The OpenSky Policy Institute refutes that such measures can coincide, 

stating that “the portion of Nebraska’s economy being invested in state aid to schools is 

lower now than it has been in fifteen years, and the governor’s proposal would essentially 

maintain this historically low level of investment” (Grundman, 2013, para. 1). 

 Renee Fry, OpenSky Policy Institute Executive Director, also disagreed directly 

with Governor Heineman on the topics of state aid and property taxes. Fry proclaimed 
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that “Nebraska ranked 43rd in the country in terms of state-aid to local governments and 

49th in regard to state aid to schools. Low levels of state aid mean school districts and 

other local governments in Nebraska have to rely more heavily on property taxes to 

support the services they provide” (Brown, 2013, para. 4). 

The Governor responded by stating, “As Governor, I want to lower taxes on 

Nebraskans, not increase them as advocated by the OpenSky Policy Institute. Taxing 

more services, thereby increasing taxes on low and middle income Nebraskans, is not a 

good idea” (Heineman, 2013, para. 5). And went on to say, “I am disappointed that the 

OpenSky Policy Institute wants to increase taxes on Nebraskans in order to increase 

government spending. I disagree with this group’s idea of increased taxes and increased 

spending” (Heineman, 2013, para. 8). 

This taxation debate also occurred as legislators in Lincoln debated a school aid 

formula that is “bound to have winners and losers”, as reported by the Omaha World 

Herald (Stoddard, 2013, para. 1). Kate Sullivan, State Senator for the 41st legislative 

district of Nebraska, claimed, “for a variety of reasons there were some imbalances in the 

formula” (Stoddard, 2013, para. 5). She now chairs an educational committee that has 

attempted to further equalize the manner in which state aid is collected and distributed.  

Imbalances weren’t the only issue at the time, as the formula was also expected to 

calculate school aid at $1 billion dollars for the 2013-2014 school year (Stoddard, 2012). 

Bill Avery, State Senator for the 28th legislative district of Nebraska, declared this 

amount to be “not sustainable” claiming, “We won't spend that kind of money” 

(Stoddard, 2012, para. 9).  
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Stoddard (2012) noted that school aid is the key to balancing the state’s budget. 

Citing Lavon Heidemann, State Senator for the 1st legislative district of Nebraska, who 

said that school aid is “the thing that makes the budget work or not work” (para. 14). She 

goes on to explain that spending reductions are the preferred method by legislatures to 

balance budgets, as opposed to increasing taxes. This usually means education is under-

funded, at least according the state aid formula.  

School administrators criticized this approach, arguing the actual state aid growth 

allocated by policymakers, does not equal the increases in expenses for schools because 

of the state's repetitive cost-cutting measures (Stoddard, 2012). Angelo Passarelli, a 

Millard Public Schools administrator from Omaha, NE, expressed this criticism, 

particularly for the larger districts in the state, stating “the state needs to step up and help 

(school districts) when they have nowhere else to go” (Stoddard, 2013, para. 6). Virgil 

Harden, executive director of business for the Grand Island Public Schools, echoed this, 

stating that “we're going to advocate for kids and the dollars in the bank to educate them” 

(Stoddard, 2012, para. 26). 

However, while it is the policymakers and school officials who generally hold 

such debates, it is the voters who will ultimately be impacted by their outcomes. With the 

Baby Boomer’s children graduated from the education system and America experiencing 

a dwindling birth rate, more and more citizens are funding an educational system they no 

longer use (Sandler, 2013).  

Rational  

Currently, educational revenues cost taxpayers approximately 5.1% of their 

personal income (Odden & Picus, 2008). With the average American paying an average 
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income tax rate of 10.1%, that means over half the taxes collected from income go 

towards education (Steverman, 2015). 

Odden & Picus (2008) argue that “5.1% of personal income devoted to education 

represents a considerable effort on behalf of our schools considering all the other items 

that individuals could purchase with annual income either for themselves or thought 

government tax revenues” (p 7).  

Ward (1987) stated, “The school financing policies of a nation reflect the value 

choices of the people, the order of priorities they establish in the allocation of their 

resources, and their political philosophy” (p. 463). Thus, as the population of those 

actively using the educational system shifts and political turmoil on taxation and funding 

increases, it will become essential to prove education as an investment.  

The economical impacts of educational funding, as supported by research, and 

effective policies for school funding, must be communicated by school stakeholders in 

order to not only protect and preserve current educational funding, but also to effectively 

argue for future-necessary increases.    

 Currently, 83 cents of every dollar that funds education comes from the state and 

local levels (10 Facts About K-12 Educational Funding). Because education is primarily 

funded at the local level where budgets can vary, there are large disparities between what 

states actually pay for education. Thus, it is hard to determine the overall perception of 

how much should be spent on educational funding in America.  

Often per pupil costs are examined in order to normalize the funding data. The 

intent is to be able to compare how much each state is spending on each student. This 

comparison is then used as a scale factor to determine to what degree each state, and its 
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residence, value education (Frohlich, 2014). It is assumed that the more a state spends per 

pupil the more it values education more and vice versa for states that spend less. 

However, per pupil spending varies drastically across the United States (Per Pupil 

Spending Varies Heavily Across the United States, 2015)  

If this logic were true it would also mean that the overall public’s value on 

education also varies drastically from state to state. While this may be true, the degree to 

which there are disparities most likely makes this logic false. The state of New York, for 

instance, spent the most in 2010, at $18,618 per student. In the same year, Utah spent the 

least, by only allocating $6064 per student (Dixon, 2012).  That is over a $12,000 

difference between the two locations. Does this imply that the residents of New York 

value education three times more than those of Utah?  

 Most likely not, as there are many factors that skew this data and thus make this 

comparison unsound. First simply being the cost of living. According to the Census 

Department, New York City had a cost of living index of 216.71%, with 100% being the 

national average. Salt Lake City’s cost of living, however, was very close to the national 

average at 100.6%. That means that the cost of goods and services in New York City 

were over twice as expensive as those in Salt Lake City (U.S. Census Bureau, Table 

728.).  

This would imply that it is also twice as expensive to educate a child in New York 

than it is in Utah. Thus making differences in per pupil spending justifiable, but not 

comparable. This also means that per pupil spending analysis would need to be normed 

even further to allow for proper comparisons to be made and for this statistics to be able 
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to be used to gauge whether a state’s residence, and policymakers, view education as a 

cost or an investment.  

  It may be more beneficial to analyze the percentage each state spends on 

education from its overall budget to determine how much certain areas of the country 

perceive the value education. Rather than comparing what each student costs, this statistic 

would show how much of their overall revenue they are willing to commit towards 

education, in lieu of investing it in other areas. This would show which states are willing 

to give more of their overall budget towards education than others.  

Warren Buffett is often quoted for saying “Price is what you pay. Value is what 

you get” (Buffett, 2014, para 35). Christiansen (2014) argues that it is educators’ 

responsibility to communicate the “value” of education to taxpayers. He defines “value” 

as “the benefit that people get from service or products that they buy” (para. 5).   

Christiansen (2014) goes on to note that value is subjective and that it cannot be 

defined by the school system, but instead must be defined by the taxpayer. He claims that 

taxpayers will be more willing to invest in education when they feel the “value of what 

they buy is greater than the price they pay” (para. 2). 

However, with such a diversity of conflicting methods of examining states’ 

financial support, how do educators begin to frame the topic for taxpayers? Additional 

economic analysis must be done in order to create more convincing economic indicators. 

Ones that show how the value of education extends beyond the price they pay through 

taxes.  

One can not only focus on the taxpayers, as it is the policymakers that they elect 

that guide the taxes they pay and how they are then doled out to public programs. 
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Therefore, it becomes essential to examine if there is a correlation between the price 

states pay and the financial benefit they receive from funding the education of their 

citizens.  

Problem Statement  

The purpose of this study was to determine if there is a relationship between 

educational and the state economy. This is done so in two manners. The first examines 

the relationship between education attainment and the economy at the state level. The 

second examines the relationship between educational expenditures and the economy at 

the state level.  

The research was conducted via a quantitative study using data previous collected 

by other institutions. This data was scaled in order to allow statistics to be comparable. 

This study was designed to examine if greater educational attainment is correlated with a 

greater Gross State Product and if greater investment in education, i.e. larger percentage 

educational expenditures for the state, are correlated with a larger Gross State Product.  

The intent of this study was to provide more in-depth analysis on state 

expenditures for education. It is hoped that the results of this study can then be used by 

educators to have a deeper dialog with both taxpayers and policymakers on not only the 

importance of, but also the impact of investments in education.  

Research Questions 

Research Question #1: Is there a correlation between per capita Gross State 

Product and educational attainment, Natural Resource Revenue per square mile, and 

market share of tourism? 
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Research Question #2: Is there a correlation between percentage of educational 

expenditures funded by the state and the educational attainment within that state? 

Research Question #3: Is there a correlation between percentage of educational 

expenditures funded by the state and the Real Per Capita Personal Income Dollars within 

that state? 

Research Question #4: Is there a correlation between percentage of educational 

expenditures funded by the state and the per capita Gross State Product? 

Definition of Terms 

 The researcher has chosen to define the following terms in order to provide 

clarification throughout this study. Many of these terms are business vocabulary that may 

not be familiar to some educators. 

Educational Attainment – because this study focuses on the K-12 educational system, 

educational attainment for this study means successfully completing this sector of the 

educational system, i.e. graduating high school.   

Educational Expenditures – money spent funding the operating costs of the educational 

system.  

Equalization Formula Aid – Equalization formula aid is financial assistance given by a 

higher level of government-the state-to a lower level government-school district-to 

equalize the fiscal situation of the lower-level government, because school districts vary 

in their ability to raise such local funds equally. In general, equalization formula aid 

increases the property wealth per pupil of a school district decreases (Odden, 2008, p. 

394) 
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Gross state product (GSP) - the market value of the output of goods and services 

produced by a state's economy. It may alternatively be defined as the aggregate earnings 

of labor and property furnished by the state’s residents (Kendrick & Jaycox, 1965, p. 

154). 

Human Capital – the present value of earnings that individuals can produce (Kaplow, 

2011, pg 245). 

Internal Rate of Return - is a rate of return used to measure and compare the 

profitability of investments. The term internal refers to the fact that its calculation does 

not incorporate environmental factors (e.g., the interest rate or inflation) (Wikipedia). 

Private Good - A private good is a good that has rivals in consumption, meaning only 

one person can consume the good at a time, and are excludable, meaning suppliers can 

prevent people who do not pay from consuming it (Ray & Anderson, 2015). 

Public Good - A public good is the opposite of a private good and are not excludable and 

do not have rivals in consumption, meaning multiple people can consumer them at once 

(Ray & Anderson, 2015).  A public good is also a commodity or service that is provided 

without profit to all members of a society, either by the government or a private 

individual or organization (Oxford Dictionaries, 2015). 

Real Income - a measure of the purchasing power of wages. (Aversa & Figuroa, 2015). 

Solvent - State of financial soundness whereby an entity can meet its monetary 

obligations as they fall due. (Business Dictionary, n.d.)  

Sunk costs – Money already spent and permanently lost. Sunk costs are past opportunity 

costs that are partially (as salvage, if any) or totally irretrievable and, therefore, should be 

considered irrelevant to future decision making. (Business Dictionary, n.d.) 
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Assumptions  

 The following assumptions were made during this study: The data collected by 

the National Center for Education Statistics, the US Census Bureau, the Office of Natural 

Resources Revenue, the US Bureau of Economic Analysis, and the Office of Travel and 

Tourism Industries was accurate.   

Limitations  

2012 Data is used for this dissertation, as it was the most current-complete data 

set available by the National Center for Education Statistics, the US Census Bureau, the 

Office of Natural Resources Revenue, the US Bureau of Economic Analysis, and the 

Office of Travel and Tourism Industries was accurate.  

As the data presented was collected from 2012, the policy discussion included in 

this research also primarily revolves around this same time period. However, as time 

progresses, new data becomes available, new officials become elected, and new policy is 

enacted this discussion can change.   

Delimitations  

 The researcher made the following delimitations: Data from 2012 was analyzed. 

The data was previously collected by other agencies. The research for this study was 

solely quantitative.  

Significance of the Study  

This study is significant because most analysis of educational expenditures are 

simply scaled per capita in order to make it comparable across states. This study 

correlates educational attainment and expenditures with a state’s economy in an effort to 

find if educational leads to a healthier state economy.  
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It provides additional methods in which to compare state practices beyond simply 

scaling according to populous. This goes beyond the standard practice of norming 

educational expenditures and attempts to find connections between education and 

economy.  

It also provides policymakers with a more in-depth analysis of educational 

expenditures in which to make more informed policy decisions from. All of this is 

indented to assist in a deeper dialog on the importance of educational expenditures 

between educators, taxpayers, and policy makers. 

Outline of the Study  

In Chapter Two a review of literature is provided. The review of literature 

explores the history of school finance within the United States. The school finance 

history within the state of Nebraska given in greater detail. This provides a context on 

current state school finance policies and provides background how they were established.  

Research on the economical impact of education is also explored and summarized 

in order to describe the complexity on the understanding of the economical impact of 

education. Different methods are presented, as are findings on the impact education 

makes on earnings potential for participants.  

  Chapter Three outlines the research design, the data that was utilized, and the 

manner in which it was analyzed. Chapter Four then provides tables to show how data 

was organized as well as a statistical analysis of the results of the research.  

Chapter Five provides a conclusion of this analysis as well as a discussion of the 

implications drawn from the results. The implications were derived from sharing the 

analysis and conclusion with current school finance policymakers. A summary of the 
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research and the implication for further research are also presented and discussed in 

Chapter Five. 
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CHAPTER TWO 

Review of Literature 

National Context: Brief History of School Finance in United States  

The United States was not founded with a nationwide system of free-to-attend, 

tax-supported, public schools in place. In fact, the public school system is relatively new 

in regards to American history, only being fully established towards the later part of the 

19th century. Prior to this time period, most schools were still exclusively local entities 

that were private and/or religious institutions, just as they were in Europe (Pulliam & 

Patten, 2003).  

However, leaders of the new republic felt that education was the key to  

participating in and preserving a successful democracy. Or, as Franklin D. Roosevelt 

would put it two centuries later, “Democracy cannot succeed unless those who express 

their choice are prepared to choose wisely. The real safeguard of democracy, therefore, is 

education” (Roosevelt, 1938, p. 538).  

Thomas Jefferson (1786) would have agreed as he heralded earlier in history 

stating “I think by far the most important bill in our whole code is that for the diffusion of 

knowledge among the people” (Jefferson, 1786, para. 2).  

Jefferson was not only a founding father of our country, but also of our public 

educational system. Five years prior, he had proposed that the state of Virginia create a 

public school system (Jefferson, 1781) and he would do so again in 1817 with his 

proposed Elementary Education Act (Wagoner, 2004).   
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However, the funding of these philosophies would prove to be more difficult than 

anticipated, and lead to a historical debate. One which continues today, namely, who pays 

for the education of American children?  

Initial American education philosophy and practice closely mirrored that of 

Europe at the time, where educating one’s child was considered to be a private, not 

public, matter (Pulliam & Patten, 2003). Odden and Piccus (2008) noted of education at 

the time that “providing for education was a mandate for parents and masters, not 

governments” (p 10).  

 There had been proposals for universal education in Europe during the 

Reformation, however, churches still mostly controlled education and only the wealthy 

had the means to pay the masters fees to send their children to school (Pulliam & Patten, 

2003). This would eventually lead to philanthropic groups opening “charity schools” to 

educate those who could otherwise not afford it.  

This practice caught on in America as well, with such agencies as the Society for 

the Propagation of Gospel, an agency of the Anglican church, funding an educational 

system for American children who otherwise would not have had the opportunity to 

attend (Pulliam & Patten, 2003).  These charitable groups, however, did have special 

interest in the foundation of these schools, as they were used as a means to promote their 

particular religion and ethics.  

Eventually, American educational theory would extend beyond charitable 

contributions, and the foundation of a public school system would emerge. In fact, 

America has been funding education with resources collected from its citizens longer 

than it has been an independent nation.  As far back as the early seventeenth century, 
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locally derived funds have financed local-public schools, usually from land grants, gifts, 

rate bills, and lotteries (Brimley, Garfield, & Verstegen, 2012).  

By 1618, Virginia had already earmarked funds for education, although these 

funds would be eliminated seven years later. In 1671 Maryland attempted to use duties on 

tobacco products and fines for crimes to aid in funding for education, however, these 

funds were limited as were their impact (Pulliam & Patten, 2003).  

Massachusetts would be the first to succeed in a formal public educational system 

and in 1635, the town of Boston voted to utilize local financing to open a public school 

and opened the Boston Latin School, making it the first public school in America (Jenks, 

1886).  

In 1642, the state required parents and masters to address the educational needs of 

the colony’s sons and servants (Cubberley, 1920). It did not, however, state how this 

education should be obtained, only that parents were responsible to insure that it was 

done (Jernegan, 1918). Instead the state entrusted “certain chosen men” to determine if 

one’s parents were negligent of these duties and thus could enforce fines or even remove 

the children from the home for being so (Owings & Kaplan, 2006). 

Five years later, in 1647, the General Court of Massachusetts would go on to pass 

the Old Deluder Satan Act which required all towns with 50 families or more to have a 

teacher of reading and writing, and any town with 100 families or more were required to 

establish a secondary school.  

The intent of these schools, however, were still religious based, as it was believed 

being able to read the Scripture was essential to students’ salvation as well as ethical 

citizenship (Laud, 1997).  This was common at the time, as most colonial laws 



 

	

21 

constituting education were more about increasing the moral values rather than academic 

knowledge of its student population (Boylan & Mcclellan, 1992).  

 However, the significance of this legislation was its inclusionary practice. Unlike 

Europe, where education was still limited to the elite, this policy provided free education 

to all children living in towns of 50 or more families. This type of access was a milestone 

in education worldwide (Laud, 1997).  

The law was also significant in establishing one of the first systems of financing 

schools, one which is still the outline for today’s modern financing system (Stillwaggon, 

2012). The law called for the schools to be “paid either by the parents or masters of such 

children, or by the inhabitants in general” (Shurtleff, 1853, p. 203).  

At the time it was not uncommon for governments to mandate educational 

requirements for its citizens without providing any financial support to aid them in 

meeting these requirements (Pulliam & Patten, 2003). Furthermore, every town with 50 

or more families were required to either fund a school of their own or financially 

contribute to the school of a larger town if they did not operate their own (Odden & 

Piccus, 2008).  

This policy led to the foundation of schools being financed through local taxation 

and 1644, Dedham, Massachusetts was the first town to levy local property taxes in order 

to afford public education. (Jackson, 1909) 

Schools, however, functioned totally independently of one another, particularly 

financially. There were no state laws or regulations in place to help contribute to the costs 

of operating a public school. Therefore, there were immediate financial, and thus 
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educational, disparities between different locales. Larger, and thus wealthier, towns were 

more capable of financing their schools than their smaller-poorer counterparts.    

This legislation led to many other states following suit, both philosophically and 

financially founding public education systems of their own. This inaugurate public 

education system eventually expanded beyond Massachusetts and by 1820, 13 of the 23 

established states had constitutional provisions pertaining to education, and 17 had 

statutory provisions (Odden & Piccus, 2008).  

This evolution in state statute would eventually lead to states rewriting their 

constitutions in order to create formal statewide systems of public education as well as 

establish government responsibility in financing the system (Guthrie, Springer, Rolle, & 

Houck, 2007). 

Baker, Green, & Richards (2008) share a more pragmatic viewpoint, stating:  

From a public economic perspective, governments intervene to compensate for 

the failure of private markets to effectively and efficiently distribute goods or 

services that governments (or those who elect them) feel are important. Education 

is one such service…In a practical sense, government intervention in the 

financing of public schools in the United States, typically translates into state 

and/or federal education policy seeking to increase overall spending or to 

redistribute the level of educational production. (p. 16) 

This development, however, was not without controversy, as it initiated criticism 

that persists today, namely, who should have control of the educational system and how 

do we pay for it? In fact, education was omitted from the Constitution; as policy makers 

feared including it would spur debates that would lead to an impasse (Brimley, Garfield, 
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& Verstegen, 2012). In doing so, education was allowed to become a function of the 

state, including the financing of it (Owings & Kaplan, 2006). 

By financing the system, states also took part of the control of the educational 

system away from individuals and churches, and made it a government matter. The 

resolution to this conflict was the creation of the local school board, who would function 

as liaison for the individuals in working with the state.  

Initial state funding, however, was still quite limited, and the majority of revenue 

continued to be derived at the local level. This established one of the most contested 

educational policies in history, namely the continued reliance on local property taxes to 

fund education (Coons, Clune, & Stephen, 1970; Kozol, 1991; Lui, 2006; Roscigno, 

Tomaskovic-Devey, & Crowley, 2006; Wise, 1968; Wise & Weinstein, 1976). 

Just as in the late 17th century, some states attempted alternative revenue streams; 

Ohio enacted a fuel tax, Connecticut generated fees via liquor licenses, North Dakota 

utilized a poll tax, and Indiana proposed a taxation of insurance premiums (Guthrie, 

Springer, Rolle, & Houck, 2007). However, property taxes endured as the preferred 

means to fund public education (Benson & O'Halloran, 1987). 

By the 1800’s, most states were allowing local governments the ability to levy 

property taxes in order to fund their school systems (Odden & Piccus, 2008). This system 

created educational disparities right from the start, with larger-wealthy school districts 

being able to generate more and spend more money per pupil than smaller-less wealthy 

ones, just as was the case in Massachusetts centuries before.  

These disparities were recognized as early at 1905, when one of the first studies in 

American public school finance, a dissertation written by Ellwood P. Cubberley from 
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Columbia University, was published. He stated, “There is little excuse for a system of 

taxation for education if the income from such taxation is to be distributed in a larger 

proportion to those communities best able to care for themselves” (Cubberley, 1905, p. 

4).  

Or as Brimley, Garfield, & Verstegen (2012) put it:  

Extremely wide differences in local taxpaying ability to meet the costs of 

education in hundreds of school districts (in a few instances, more than a 

thousand) in a state make a mockery of the theory of equality of educational 

opportunity for all school pupils, unless the state does something to help the 

financially weak districts. (p. 169) 

This critique is a direct contradiction of the original Massachusetts model, where 

smaller communities were instructed to fund larger communities educational systems if 

they did not have the means to create their own. It also initiates the idea of educational 

equality via financial resources and ushered in the idea that states should act as regulator 

of locally created funds in order to ensure such equality.   

However, this too came with criticism, as Cubberley (1905) recounts when Henry 

Bernard , Rhode Island’s State Superintendent, was opposed by citizens in 1843, who 

claimed “he might as well take a man’s ox to plough his neighbor’s fields as to take a 

man’s money to educate his neighbor’s children” (p. 73). Bernard’s experience was not 

unique, as many of these debates evolved into litigious (Guthrie, Springer, Rolle, & 

Houck, 2007).  

In 1874 the Michigan Supreme court heard Stuart v. School District No. 1 of 

Village of Kalamazoo, where citizens challenged tax collection to fund a public high 
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school (Russo, 2008). The court determined the state did have the right to levy taxes in 

order to fund a complete system of education, and established an essential precedence in 

school finance (Guthrie, Springer, Rolle, & Houck, 2007). 

This shift from strictly local funding towards a more state driven model mirrored 

other delocalization practices and opinions of the time. Around the same time, others, 

including Cubberly himself, proposed the standardization of education as governed by the 

state as another means of ensuring equality in America. In the same dissertation he state 

that, “the duty of the state is to secure for all as high a minimum of good instruction, but 

not to reduce all to this minimum; to equalize the advantage to all as nearly as can be 

done with the resources at hand” (Cubberley, 1905, p. 3). 

 Initially states attempted to make education more equitable by distributing equal 

amounts of money per pupil to local districts through the use of “flat grant” programs 

(Odden & Piccus, 2008). The intent was to assist the state in establishing a baseline 

educational system by providing a fixed amount of funding for each student within the 

state, but these flat grants were quickly recognized as being insufficient (Owings & 

Kaplan, 2006). Furthermore, they did little to address disparities between districts 

(Guthrie, Springer, Rolle, & Houck, 2007). 

By the 1920s, states began to institute “minimum foundation programs”, which 

provided even greater financial support from the state and were financed with both state 

and local revenue (Odden & Piccus, 2008). This was the first state aid structure to 

address the disparity in local property taxes and was designed to distribute more money 

to districts with smaller property tax bases per pupil (Owings & Kaplan, 2006).  
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This equalization aid was designed to eliminate the differences in local entities 

ability to generate revenue to finance education. However, over time even these resources 

proved to be insufficient, as increases in educational costs outpaced state contribution 

increases, and local entities once again had to raise additional revenue beyond the 

minimum foundation program. Which meant schools once again turned towards the use 

local property taxes. This lead back to the original issue of educational inequality caused 

by disparities in per pupil expenditures. States, and even the federal government to some 

extent, would continue to increase funding and contribute in an effort to offset local tax 

disparities.  

School finance litigation would also escalate beginning in the 1960’s and put even 

further pressure on states to insure equitable per pupil revenues. Most of this litigation 

stemmed from low-income and low-spending districts, where plaintiffs argued that 

revenue disparities were not only unfair, but also unconstitutional (Odden & Piccus, 

2008).  

All of this would lead to states taking on more and more of the responsibility of 

financing education.  As seen in Table 2.1, the percentage of the educational expenditures 

for the state has nearly tripled over the last century, from 16.5% to 45.2%.   
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Table 2.1 
 

Percentage distribution of revenues for public 
elementary and secondary schools, by source of funds: 

Selected years, 1919-20 through 2011-12 
Year Federal State Local 
1919-20  0.3 16.5 83.2 
1929-30 0.4 16.9 82.7 
1939-40  1.8 30.3 68.0 
1949-50 2.9 39.8 57.3 
1959-60 4.4 39.1 56.5 
1969-70  8.0 39.9 52.1 
1979-80  9.8 46.8 43.4 
1989-90 6.1 47.1 46.8 
1990-91 6.2 47.2 46.7 
1991-92 6.6 46.4 47.0 
1992-93  7.0 45.8 47.2 
1993-94 7.1 45.2 47.8 
1994-95 6.8 46.8 46.4 
1995-96  6.6 47.5 45.9 
1996-97 6.6 48.0 45.4 
1997-98  6.8 48.4 44.8 
1998-99  7.1 48.7 44.2 
1999-2000 7.3 49.5 43.2 
2000-01  7.3 49.7 43.0 
2001-02 7.9 49.2 42.9 
2002-03  8.5 48.7 42.8 
2003-04  9.1 47.1 43.9 
2004-05  9.2 46.9 44.0 
2005-06  9.1 46.5 44.4 
2006-07  8.5 47.4 44.1 
2007-08  8.2 48.3 43.5 
2008-09  9.6 46.7 43.8 
2009-10 12.7 43.4 43.9 
2010-11 12.5 44.2 43.3 
2011-12  10.2 45.2 44.6 
Source: Digest of Educational Statistics. Table 235.10 
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However, Table 2.2 shows how much states can differ on this contribution. South 

Dakota contributes the least, percentage wise, by providing 30.7% of the overall 

educational revenue for the K-12 system. Nebraska contributes the second to last, 

providing only 30.9% of its K-12 systems revenues. Meanwhile, Vermont contributes 

88.3% of the revenues for its K-12 system.  
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Table 2.2 

Percentage of Revenue for public elementary and secondary schools  
funded by the state funds: 2011-12 

State Percentage of Funds from State 
Alabama 55.4 
Alaska  64.8 
Arizona  40.9 
Arkansas  51.5 
California  56.3 
Colorado  43.3 
Connecticut  38.7 
Delaware  58.6 
Florida  36.3 
Georgia  42.8 
Hawaii 85.3 
Idaho 63.2 
Illinois 32.2 
Indiana 54.5 
Iowa  44.4 
Kansas  55.4 
Kentucky 54.2 
Louisiana 42.8 
Maine 40.0 
Maryland 43.5 
Massachusetts 39.2 
Michigan 57.1 
Minnesota 64.1 
Mississippi 49.4 
Missouri 32.0 
Montana 47.5 
Nebraska 30.9 
Nevada 33.0 
New Hampshire 36.0 
New Jersey 39.5 
New Mexico 68.0 
New York 39.4 
North Carolina 60.1 
North Dakota  50.4 
Ohio 44.3 
Oklahoma 49.2 
Oregon 49.2 
Pennsylvania  35.8 
Rhode Island 37.2 
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South Carolina 45.6 
South Dakota 30.7 
Tennessee 45.2 
Texas 41.1 
Utah 52.4 
Vermont 88.3 
Virginia 38.0 
Washington 59.1 
West Virginia 58.2 
Wisconsin 44.2 
Wyoming 51.2 

Source: Digest of Educational Statistics. Table 235.20 
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Liu (2006) suggests the issue of equalization extends beyond states boundaries by 

noting these inconsistencies of educational opportunities among states. He states, “even if 

intrastate disparities were eliminated, substantial disparities across states would remain” 

(p. 1). 

Because schools are still funded primarily at the state level, which means state’s 

historical and current policy is the primarily guide for resources available to schools, it 

becomes beneficial to analyze the funding and policies of states on an individual basis. 

Local Context: Brief History of School Finance in Nebraska 

Foundation of School Finance in Nebraska. Property taxes have always been 

the primary source of funding for Nebraska’s educational system. Historically these taxes 

were mostly generated through a general state tax (Bergquist et al, 2014).  Until 1965 

when the Legislature created the first state income tax, which had the corollary effect of 

eliminating the previous state property tax according to constitutional mechanisms 

already in place (Gould, 1998).  

This shift in tax burden spurred a political battle between the states most  

powerful economic interests (Bergquist et al, 2014) and in 1966, the business community 

lobbied voters to repeal the state income tax. However, the agricultural community also 

convinced voters to eliminate the state property taxes, which left the state without any 

major sources of revenue.  

The following year, the state reestablished both the state income tax and the state 

property tax as a compromise to the tax burden being solely placed on the business or the 

agricultural community. The Legislature also enacted its first comprehensive school 
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funding reform with the passing of the School Foundation and Equalization Act (LB 448, 

1967).  

This separated school aid into three categories; Foundation aid, which was based 

on the number of students enrolled in a district. Equalization aid, which was a formula 

meant to equalize the amount of funding between school districts based upon property 

valuation. And Incentive aid, which provided a financial incentive for school districts that 

offered summer school programs, employed teachers with advanced degrees or both 

(Gould, 1998).  

The School Foundation and Equalization act was also suppose to fund 40% of the 

expenditures for the state’s K-12 system. However, the state never achieved more than a 

13% funding, despite several legislative efforts to increase funding. This led to districts 

continuing to rely on local property taxes as the primary source of revenue in order to 

offset the state’s insufficient funding.  

In 1986, the Legislature passed LB662 (LB 662, 1986) which would have 

increased the sales tax rate in order to increase revenue to educational funding. It also 

included a measure to consolidate schools in order to address tax havens present within 

the state (Gould, 1998). These tax havens occurred in districts that only contained 

elementary schools, where property taxes were lower than those in K-12 districts. 

However, voters perceived this measure as a loss of local control and voters rejected the 

policy in referendum (Bergquist et al., 2014).   

By the conclusion of the 1980’s there was a wide disparity of tax revenue and 

spending for school districts statewide. “School district property tax levies ranged from 

75 cents to $3.25 per $100 of property valuation – with the highest rates in districts with 
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low property wealth. That meant the owner of a property valued at $100,000 for tax 

purposes would have been paying anywhere from $750 to $3,250 a year in property taxes 

to the local school district, depending on the location of the property” (Bergquist et al., 

2014, p. 6). 

 These exorbitant tax rates were still insufficient in providing equitable per pupil 

funding across the state. The wealthiest district in the state, Thayer County School 

District 47, had $7,119.97 total revenue to spend per pupil. While the states poorest 

district, Thurston County School District 16, only had $1,313.46 available per pupil 

(Gould v Orr, 1993). This meant that Thayer pupils realized benefits from funding over 5 

times greater than Thurston, while Thayer residents were also paying a lower tax levy 

than Thurston.  

Furthermore, Nebraska collected twice as much property tax per student as the 

U.S. average, $2,918 compared to $1,570 annually nationally, but only funded half as 

much through state aid to school districts, $842 compared to $1,675 nationally (Nebraska 

School Financing Review Commission, 1990).   

The debate over school district organization and school funding policy finally led 

to the School Finance Review Commission being formed 1988. After 18 months of 

deliberation, which included public hearings as well as presentation from experts, the 

commission proposed five objectives to be for a new school finance system (Gould, 

1998).  

 It proposed that 20% of all state income tax revenues should be dedicated for 

support of public schools (Nebraska School Financing Review Commission, 1990). This 

would help to provide an increase in the overall level of state support to 45% of the 
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aggregate operational costs of the school system.  Even though a 45% level of state 

funding would leave the remaining 55% to be generated at the local level, it was hoped 

that this measure would cause a 15% reduction in aggregate property taxes levied 

(Nebraska School Financing Review Commission, 1990). 

It also proposed an implementation of equalization based distribution formula to 

assure that all school districts can meet the "realistic needs of students and which will 

measure district wealth in terms of both its available income tax resources and property 

tax resources." (Nebraska School Financing Review Commission, 1990, p. 45).   

It was recommended a base spending lid be applied in order to achieve "real and 

effective growth limitations" (Nebraska School Financing Review Commission, 1990, p. 

45). This measure was required by LB 611 (LB 611, 1989), with the commission 

supporting the bill’s suggestion that spending limit should be “sensitive to differences in 

needs and resources of the schools” (Nebraska School Financing Review Commission, 

1990, p. 45).  The goal of the spending lid was to insure that future increases in state 

funding would result in a reduction in property taxes, rather than an overall increase in 

spending by districts. The commission suggested an initial base lid range of 4% to 6.5%.  

The commission also recommended that the measures be funded in a sustainable 

manner through permanent state sales and/or income taxes (Nebraska School Financing 

Review Commission, 1990). The commission left the levels of these taxes to be 

determined by the legislature and the governor according to projected revenues and 

budgetary obligations.  

While the commission’s reports did address several specific issues to Nebraska 

School finance, many of the ideas contained within it were not unique, as it was similar to 
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the formula currently being used in Kansas and borrowed ideas offered previously from 

the Nebraska Council of School Administrators (The Commission Report, n.d.).  

The commission estimated the plan would cost $211.3 million to fund the 1990-

1991 school year, with $118 of the funds being generated from income tax. This would 

result in a 16.1% reduction in property (Nebraska School Financing Review Commission, 

1990). However the commission chose not to suggest alternative methods to finance the 

remaining funds necessary for their proposals. 

Coinciding with the publishing of the commission’s report, John Gould and his 

brother filed suit against the state of Nebraska and then Governor Orr on behalf of his 

daughters. The suit concurred with many of the issues discussed within the commissions 

report and was filed seeking the following actions:  

1. a declaration that the plaintiffs were being denied due process of law, 

equal protection of the law, equal and adequate educational opportunity, 

and uniform and proportionate taxation in violation of the Constitution of 

the State of Nebraska; 

2. a declaration that the present statutory structure for funding public schools 

in Nebraska is unconstitutional and inadequate; 

3. an injunction permanently enjoining the defendants from implementing 

the unconstitutional educational funding statutes currently in effect; 

4. a mandamus issued to the Governor requiring her to recommend that the 

Legislature enact legislation pertaining to the schools of Nebraska which 

will comply with the requirements of the Nebraska Constitution; 
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5. a ruling that the court would retain jurisdiction of the matter for purposes 

of enforcing its order and judgments; and such other relief as the court 

may deem the plaintiffs to be entitled to (Gould v. Orr, 1993, p. 164).  

The plaintiffs claimed the current state school finance model "resulted in 

substantial disparity among districts, with the distribution from the School Foundation 

and Equalization Fund being insufficient to offset the local tax revenue differentials 

caused by local wealth disparities” (Gould v. Orr, 1993, p. 163).  

They went on to suggest that this inequity "resulted primarily from the fact that 

the poorer districts have materially smaller tax bases than the wealthier districts", which 

caused "significantly higher educational tax levies being assessed against property 

owners in the poorer districts, with the poorest districts having the highest property tax 

levies in the state” (Gould v. Orr, 1993, p. 163). The suit deemed the existing school 

finance policy unconstitutional due to these inequalities.  

 Although the case would not be settled until 1993, it motivated some legislators to 

act upon the recommendations of the report published by the commission and would 

continue to be referenced in the development of future school finance policy within the 

state (The Gould Case, n.d.).  

LB 1059: TEEOSA. One such bill that was influenced by the Gould case was 

Legislative Bill 1059 (LB 1059, 1990), also know as Tax Equity and Educational 

Opportunities Support Act or TEEOSA.  “In the history of the Nebraska Legislature, 

there are very few bill numbers that have the fame or infamy of Legislative Bill 1059” 

(TEEOSA, n.d., para. 1).  
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 While the intent of LB 1059 (LB 1059, 1990) was to lower property taxes, it also 

echoed many of the goals and recommendations from the report previously published by 

the commission (Bergquist et al., 2014).  

The bill had 36 sections and was comprised mostly of new language to be 

incorporated into law, with some sections including amends to be made to existing 

statutes relevant to the subjects of education and revenue (Withem et al., 1990) 

 Section 2 was divided into subsections with the first outlined the need for 

legislative change which were outlined as such:  

(a) Nebraska currently finances over 70% of the costs of operating its public 

school system from the property tax and other local sources while nationally only 

43% of the costs are supported by property taxes and other local sources;  

(b) State support for the public school system has not kept pace with the increased 

costs of operating such system;  

(c) Nebraska has a higher per capita property tax burden than most other states 

while the overall state arid local per capita tax burden in the state is below the 

national average;  

(d) The cost of operating the public school system is near the national average in 

per pupil cost as well as per capita spending;  

(e) The overreliance on property tax for the support of the public school system 

has resulted in great disparities in local property tax rates; and  

(f) The overreliance on the property tax for the support of the public school 

system has created inequitable educational fiscal resources for students (Withem 

et al., 1990, p. 3). 
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While the majority of these findings were geared towards tax relief, concerns 

about the ability of school districts to operate, the level of support to be expected from 

the state, and educational opportunities afforded to students where also referenced 

(Dulaney, 2007). 

The second subsection outlined the intent of the bill, namely to create a system of 

financing the public school system which will: 

(a) Provide state support from all sources of state funding for 45% of the general 

fund operating expenditures of school districts; 

(b) Reduce the reliance on the property tax for the support of the public  

school system; 

(c) Broaden financial support for the public school system by dedicating a  

portion of the revenue received from the state income tax for support of the 

system;  

(d) Keep pace with the increasing cost of operating the public school system;  

(e) Assure each district a foundation support level for the operation of schools 

within each district taking into consideration the taxable wealth and other 

accessible resources of the district;  

(f) Assure a greater level of equity of educational opportunities for students in all 

districts;  

(g) Assure a greater level of equity in property tax rates for the support of the 

public school system; and  
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(h) Assure that there is a shift to sustainable revenue sources, other than property 

tax, for the support of the public school system through the establishment of limits 

on the growth of general fund budgets of districts (Withem et al., 1990, p. 4).  

Section 4 begins the process of outlining how these intents can be met, stating that 

20% of all income tax receipts collected by the state should be dedicated to funding 

public education, just as the Commission Report suggested two years earlier (Funding 

Nebraska's schools, 1990). However, it went beyond the commission report stating that 

20% of identifiable individual income tax receipts should be returned to the school 

district where such receipts originated (Gould, 1998). 

Additionally, any individual income taxes not identified as originating from a 

particular school district, as well as 20% of corporate, nonresident, trust and other non-

individual income tax receipts, would be allocated through the equalization formula 

(Withem et al., 1990). 

 This definition of this equalization formula and how it is calculated is delineated 

in sections 5-11, summarized by the basic equation of:  

Needs – Resources = Aid 

The needs of a district were calculated using a tiered structure that uses the 

average daily membership of different grade groupings, i.e., kindergarten, grades 1-6 plus 

full-day kindergarten, grades 7 and 8, and grades 9 to 12 (Withem et al., 1990).“The 

tiered cost per student varied among the different grade groupings on the theory that it 

generally cost more to educate a high school student, for instance, than a kindergarten 

student” (Dulaney, 2007, p. 77). 
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Resources would be calculated by adding together the amount of revenue a district 

receives from property taxes, the income tax rebate as defined earlier, and other receipts 

(Withem et al., 1990), These receipts included:  

§ Public power district sales tax revenue 

§ Nonresident high school tuition receipts 

§ Tuition on receipts from individuals, other school districts, or any other source 

except those derived from adult education 

§ Transportation receipts 

§ Interest on investments 

§ Other miscellaneous local receipts 

§ Special education receipts 

§ Receipts from the state for wards of the court and wards of the state 

§ All receipts from the Temporary School Fund 

§ Pro rata motor vehicle license fee receipts 

§ Other miscellaneous state receipts 

§ Impact aid receipts to the extent allowed by federal law; 

§ All other non-categorical federal receipts (Withem et al., 1990) 

Just as other states attempted to find funding sources outside of local property 

taxes during the late seventeenth century, these receipts represented revenues generated 

outside the traditional stream of local property taxes and effectively acted to reduce the 

amount of state aid a district receives.  

LB 1059 (LB 1059, 1990) also supported increases in state sales and income tax 

rate as another means of finding alternative revenue sources (Bergquist et al., 2014). State 
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sales tax would rise from 4% to 5% and the state income tax primary rate would increase 

to 3.7% (Withem et al., 1990). 

The bill then proceeds to outline new spending limitations for school districts in 

sections 14 through 20 (Withem et al., 1990). It limited districts to having a budgetary 

growth rates between 4% and 6.5% (Withem et al., 1990).  

The Department of Education determined each district’s allowable growth rate 

(Withem et al., 1990). “Essentially, a district would receive a higher growth rate if it did 

not have high spending the year before or would receive a lower growth rate if it had high 

spending the year before” (TEEOSA, n.d., para. 18). 

Districts could exceed this growth rate by 1%, if 75% or more of the school board 

approved the measure or by any amount if approved by voters during a special election 

(Withem et al., 1990). The intent of the spending list was to insure property tax relief by 

limiting and making school spending more consistent, rather than allow schools to freely 

raise revenues by raising taxes (Fey, 2015).  

Senator Scott Moore, a cosponsor of the bill and representative of the 24th 

legislative district of Nebraska, stated “I firmly believe that this piece of legislation has 

the potential to be probably the biggest piece of legislation we passed in this Legislature 

in the last twenty years and probably the next twenty years after that” (Education and 

Revenue Committees, 1990, p. 2). He stated the bill was crafted with both the taxpayers 

as well as the students of the Nebraska’s school system (Education and Revenue 

Committees, 1990).  
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Senator Moore cited statistics that showed the overall tax burden on Nebraskans 

was average, with Nebraska ranking 10th in the nation in terms of property tax rates, 38th 

in the nation in terms of income taxes collected, and 42nd for sales tax collected.   

This placed Nebraska 27th nationally for overall tax burden. He believed the tax shift 

suggested by LB 1059 (LB 1059, 1990) would increase school revenues and also provide 

property tax relief by shifting how those revenues are collected from taxpayers 

(Education and Revenue Committees, 1990). He stated a formula that would be often 

quoted as a means for property tax relief, namely that “the more the state contributes to 

state aid, the less local governments will have to request in terms of property tax 

revenue” (Dulaney, 2007, p. 101). 

Committee member Gene Koepke, an interim provost at Kearney State College, 

agreed that there needed to be great support from the state in order to decrease property 

taxes. He claimed that more 70% of the aggregate cost of running the public school 

system in Nebraska was funded from local support, compared to 45% nationally.  

He went onto claim that “while state governments across the United States have 

assumed a greater responsibility for public education, Nebraska in recent years has gone 

the other direction” (Education and Revenue Committees, 1990, p. 22). Stating that “our 

problem is not tied to expenditures; our problem is tied rather to source of funding” 

(Education and Revenue Committees, 1990, p. 23).    

  Not everyone, however, agreed that LB 1059 (LB 1059, 1991) was the “silver 

bullet” it was being presented to be. Former state senator John DeCamp cautioned that in 

LB 1059 (LB 1059, 1990) “property is still the fundamental measure, the fundamental 

underpinning of financing education” (Education and Revenue Committees, 1990, p. 48).  
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He stated that he had hoped the bill would find other-more accurate measurements 

of wealth (Education and Revenue Committees, 1990). He argued, “we don't have the 

agrarian economy of a hundred years ago where everybody had an eighty or a quarter 

section, or whatever. Now we have an economy based on wage earners, entrepreneurs; an 

economy based on consumption of goods. The true measures of ability to pay, the true 

measures of wealth in an economy like this are income, sales, income tax, and sales tax” 

(Education and Revenue Committees, 1990, p. 48).  

 He also claimed the bill was focused more on tax relief than it was improving 

education, stating, “you cannot divorce the financing of education from the quality of 

education” (Education and Revenue Committees, 1990, p. 49).  

He also felt the bill would better serve urban schools than it did rural schools, due 

to a decrease in state aid for smaller schools (Dulaney, 2007). This also meant money 

from the property rich, but generally income poor, i.e. rural communities, would be 

paying for more the education expenditures for urban communities, or taxpayers who 

were property poor but had higher incomes (Education and Revenue Committees, 1990).  

  Although similar arguments would arise during the legislative process and 

assorted amendments would be proposed, the bill would remain consistent with the initial 

version, including the tax increases and the distribution formula remaining essentially the 

same as the originally proposal (TEEOSA, n.d.).  The bill was passed on April 3rd, 1990, 

in a 30-14 vote (O’Donnell, 1990).  

However Governor Orr was less supportive of the bill, announcing that she would 

veto the bill the following day (Cordes, 1990).  Governor Orr had previously made her 

skepticism on the bill known during the debate of the bill, questioning if it would in fact 
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actually lower property taxes (Education and Revenue Committees, 1990). She 

contended, “I believe that it would have been apparent that the combination of the tax 

provisions with the school finance provisions prevents LB 1059 from meeting either of 

its two purported purposes.  It does NOT achieve property tax relief, and it does NOT 

promote educational equity.  Rather, it is simply the largest spending and tax increase 

measure to be considered in the history of the State of Nebraska” (O’Donnell, 1990, p. 

2160). 

She concluded her letter to the legislature by listing ten objections she had to the 

bill, which included criticism the property taxes were still inevitable with the bill and that 

the bill was unfair to “one in three households” given the new method of tax collection 

(O’Donnell, 1990, p. 2161). She also criticized the bills ability to create educational 

equity and claiming that many of the factors of the bill were actually contradictory 

towards creating educational equality (O’Donnell, 1990).  

Senator Ron Withem, the chair of the Educational Committee at the time and 

representative for the 14th legislative district of Nebraska, responded by reminding the 

legislature that if this bill was not passed it was estimated that property taxes could rise as 

much as 16.5% (Floor Transcripts, 1990). He also cautioned that other states had 

experienced litigation to determine if their school finance system were “fair” and that 

similar action could be taken here if LB 1059 did not pass (Floor Transcripts, 1990, p. 

13341).  

He went on to say:  “it moves the state from being the next to the last in 

the terms of state support for education up to the middle.  We aren't going to be 

any leaders, but we're going to be up to the middle.  It deals with the inequities 
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that exist.  You're not going to see the types of gross, gross, gross inequities 

where an individual that owns property, the same type of property paying four or 

five, six times as much as another individual the same type of property, just based 

simply on the school district in which they live” (Floor Transcripts, 1990, p. 

13342).  

He concluded by stating that LB 1059 (LB 1059, 1990) was “the right thing to 

do” (Floor Transcripts, 1990, p. 13343). Enough of his colleagues agreed, as the bill 

passed with a 32-14 over-ride vote.   

During a previous floor debate for the bill, David Landis, the senator from the 46th 

legislative district of Nebraska, would summarize the importance of LB 1059 (LB 1059, 

1990) stating, “you cannot go through the checkered history of Nebraska school finance 

without coming to the conclusion that there are kids in this state who did not receive 

education of the first quality because of the areas that they come from.  It's not because 

it's not wished for, or hoped for, but because the wealth of the district is such that they are 

just not capable of providing it” (p. 10555). 

He would go on to say, “We owe kids in this state a good public education, no 

matter where they come from, no matter how wealthy their parents are, no matter how 

wealthy their district is, that's our constitutional obligation. And 1059 seeks to replace a 

system which falls short, in my estimation, of that constitutional obligation” (p. 10556). 

Later, Dulaney (2007) would call this fulfillment of constitutional obligations 

with the passing of LB 1059 (LB 1059, 1990) as “one of the most remarkable feats of 

political achievement in the modern era of Nebraska history” (p. 101).  
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School Finance in Nebraska after TEEOSA. While there have been 

adjustments made to LB 1059, the overall concept of LB 1059 (LB 1059, 1990) has 

remained fairly consistent (Bergquis et al., 2014). Some of these adjustments have 

attempted to better direct equalization aid towards districts with higher costs in 

transportation, special education, and/or have a large number of students living in poverty 

(Bergquist, Fry, O’Hanlon, Grundman, 2014). However, many of the adjustments have 

also altered the equalization equation in an attempt to balance the state budget, rather 

than adjusting to the actual expenditures of a district (A. Rikli, personal communication, 

April 12, 2013). 

   In 2012, for instance, Nebraska’s K-12 schools stated that the funding formula 

“works best when fully funded” (para. 2), but when this number is beyond what the state 

can afford spending reductions on state aid are generally preferred over tax increases 

(Stoddard, 2012). This means schools continue to cover any gap between state aid and 

expenditures with local taxes. Heath Mellow, a senator from 5th legislative district of 

Nebraska, noted this during the budget short fall of 2012 stating “our decision on state aid 

has a direct link to property taxes”  (Stoddard, 2012, para. 34). 

 Figure 2.1 concurs with Senator Mello, as it shows the inverse relationship 

between state aid and local income taxes over time. When state aid is increased, total 

local taxes have also decreased during the same time period.   
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Source: Opensky Policy Institute. (2015). Budget Briefing. p. 10 
 

Figure 2.1. State Aid and Taxes per $1,000 of Nebraska Personal Income 
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However, Nebraska school funding continues to rely most heavily on local taxes. 

This can be seen in Figure 2.2, which shows how the public school funding in Nebraska 

compares to the national average which shows that Nebraska’s schools are funding more 

by local taxes than another state.  

  



 

	

49 

 
Source: Bergquist, K.S, Fry, R., O’Hanlon, K, & Grundman, D. (2014). Investing in Our 
Future: An Overview of Nebraska’s Education Funding System, OpenSky Policy 
Institute, p. 20  
 

Figure 2.2: How Nebraska Compares to the National Average Public school 
funding by source, 2011/12 
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Nebraska school funding is also the second more reliant on local property taxes 

than most states. Nebraska ranks 2nd nationally in this category with 48.2% of school 

revenues derived from local property taxes.  

The state formula aid, however, ranks 43rd with only 23.3% of school funding in 

Nebraska being funded through TEEOSA. In fact, in 1990, when TEEOSA was installed, 

Nebraska ranked 49th in the country in percentage of K-12 educational funding provided 

by the state and today still ranks 49th in the nation (Digest of Educational Statistics. Table 

235.20).   

As figure 2.3 shows, state support to school districts per $1000 of personal 

income has actually declined since 2001.  
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Source: Opensky Policy Institute. (2015). Budget Briefing. p. 8 
 

Figure 2.3: State Aid to Municipalities, Counties, and School Districts 
per $1,000 of Nebraska Personal Income 
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Furthermore, funding from TEEOSA has also declined and remains below the 

1991-2009 average for school funding, as seen in Figure 2.4.  
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Source: Opensky Policy Institute. (2015). Budget Briefing. p. 6 
 

Figure 2.4: Nebraska School Funding Commitment from TEEOSA 
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All of this contributes to Nebraska inability to shift funding for schools away 

from local property taxes. In 2013, Nebraska’s Tax Modernization Committee (2013) 

claimed in their report “Nebraska makes greater use of the property tax to fund public 

services than other states in the nation or region. Achieving the same average balance of 

sources in the region or nation would require a $200 million to $300 million shift and 

reduction in use of property tax” (p. 33).   

This would also mean that this loss of property tax funding would need to be 

made up elsewhere. If this funding is to be supported by the state, legislators may need to 

be explained the value, and economic impact, education has, as Christiansen (2014) 

suggests. 

Cohn (1997) foreshadows the importance of not making policymakers aware of 

such returns, as often resources are directed away from initiatives that are perceived to 

have low economic value, in favor of others that are perceived to have high economical 

value.  Coombs and Hallak (1987) explain this economically, stating “since any nation 

(or community or individual) has only a limited supply of economic resources to use in 

any given period, a decision to use some of them for a specific purpose, such as 

education, means sacrificing the opportunity to spend those same resources on something 

else” (p. 13). 

Kara (2010) agrees, arguing that that these calculations can have both personal 

and political impacts, stating  

It is important to estimate the rate of return to investment in education 

more accurately since it provides a guideline for individuals as to whether 

they continue or stop schooling, and for the countries, especially 
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developing countries, in determining how to allocate limited resources 

among competing sectors, including education in the development 

process. (p. 154) 

Therefore, an increase in the explanation and understanding of economic 

indicators that examine the economic impact of education is an essential element 

to arguing an increase in state aid for education.  

 Summary of Economic Indicators for Education  

Becker (1993) observes that policymakers and researchers are concerned about 

the role of education in promoting economic and cultural progress, but often base their 

opinions on “grossly inaccurate notions” (p. 161). However, calculating accurate 

economic information can be difficult. Disagreement on how different characteristics of 

education apply to defining it economically and financially has lead to differing 

calculations, analysis, and ultimately opinions on the economic impact of education. 

Generally, a benefit-cost return (BCR) is utilized in the public sector to analyze, 

or even justify, government expenditures by comparing the benefits from investment 

versus the cost of the investment (Phillips & Phillips, 2005). However, social benefits, 

such as those realized from an investment in public education, can be difficult to measure 

(Benson & O'Halloran, 1987). These benefits, often called externalities or spillover 

benefits, i.e. benefits that effect other members of the community, are difficult to identify 

as well as measure (Psacharopoulos & Patrinos, 2004).   

Return on investment (ROI) is a more preferred economic indicator for the private 

sector in determining the fiscal benefit to investing (Phillips & Phillips, 2005). In terms 

of human capital, returns on investment for education have been calculated since the 
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1950’s, however, even modern models are critiqued for quality and accuracy due to the 

use of different models and sample sets which produces non-comparable data 

(Psacharopoulos & Patrinos, 2004; Kara, 2010 ).  

 Becker (1993) believes that “rates of return provide the most convenient and 

complete summary of the economic effects of education” (p. 160). “The internal rate of 

return is the rate of interest that equates the discounted present value of expected benefits 

and the discounted present value of costs” (Kara, 2010, p. 154).  

Becker (1993) calculates the internal rate of return using the following formula:  

𝐵! − 𝐶!
(1+ 𝑟)!

!

!!!

= 0 

where 𝐵! is the benefits of education 𝐶! is the cost of education, and 𝑟 is the 

internal rate of rate of return.  

In this equation cost is calculated using Hansen’s (1993) definition, which 

includes “(1) school costs incurred by society, that is, teacher’s salaries, supplies, interest, 

and depreciation on capital, (2) opportunity costs incurred by individuals, namely, 

income foregone during school attendance, and (3) incidental school related costs 

incurred by individuals, for example books and travel” (p. 130).  

Educational, however, costs can be just as difficult to calculate as returns (Kara, 

2010). Coombs and Hallak (1987) describe several additional-distinct ways to calculate 

educational costs (p. 13-17):  

§ Opportunity costs (or Sacrifice Costs)– Opportunity costs measure the cost of 

education by comparing them to the most profitable alternative where those funds 

could have been used.  
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§ Resource Cost versus Money Costs – Resource Cost measure the sum of physical 

units needed for the educational system; such as the number of teachers, number 

of textbooks, and square footage of a school. Money Costs measure the actual 

cost of purchasing these units.   

§ Factor Costs – Factor Costs are the prices paid for the various factors of 

production, or necessary resource input, for the educational system. Because these 

factors behave differently, they should be analyzed separately and can be 

expressed in either real or monetary terms.  

§ Current Cost versus Capital Costs – Current costs incorporate the human resource 

and consumable supplies used within one fiscal year of operation. Capital costs 

relate to more durable items, such as buildings and equipment. Capital costs can 

be amortized over their lifetime and charged to each year of service, but analysts 

must be aware if figures include capital outlays or only the current operating 

costs.   

§ Total Expenditures – The sum of current and capital expenditures over a given 

budgetary period. Often these expenditures are broken into different sub 

categories, such as teachers’ salaries and benefits, instructional supplies, 

maintenance and repairs, etc. There is often a difference between the approved 

budget for the coming year and the actual expenditure during that year. Often 

valuable resources used in the educational process are left out of total 

expenditures. Therefore analysts should use total expenditures cautiously.  

§ Current versus Constant Prices – Currant prices are the actual expenditures paid. 

Due to inflation, these costs can appear exaggerated when compared to previous 
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years. Therefore analysts must convert these costs using a  “deflator” to be able to 

more accurately compare a timeline of expenditures.  

§ Public versus Private costs – Public costs are those financed by the government. 

Private costs are those paid by individuals, such as school fees, textbooks, 

purchase of uniforms, etc.  

§ Unit Cost – Unit costs compare costs between different levels of education, 

institutions, geographical area, or times. Average cost per students is an often 

reference unit cost. Because it is an average figure for a defined group, it may not 

be accurate for any individual member within that group.  

Likewise, the benefits of education are also debatable, social or not. Researchers 

identify differing benefits in arguing the classification of education as either a public or 

private good (Adams & Mccormick, 1993; Benson & O'Halloran, 1987; Labaree, 1997; 

Levin, 1987; Malkin & Wildavsky, 1991).  

Traditionally private goods and public goods are discussed as goods that have 

rival in consumption and are excludable (Ray & Anderson, 2015). Education, however, 

does not fit neatly in either category, regardless of whether it is funded publically or 

privately,  (Baker, Green, & Richards, 2008). 

As noted earlier, the forefathers of the United States, and even churches, were 

interested in the public good aspects of education, namely as a catalyst to promote their 

own political or religious ideology (Benson & O'Halloran, 1987). Education also 

produces the social benefits of reducing crime, preserves families, and reduces social 

dependencies (Levin, 1972). Therefore, some economists also advocate for the allocation 

of government resources towards education using this  “public good” argument (Malkin, 
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& Wildavsky, 1991). However, as noted earlier, “social benefits are hard to measure and 

the calculus of determining what amounts of educational expenditures maximize the net 

value of social benefits is imprecise” (Benson, & O'Halloran, 1987, p. 496).  

Furthermore, Malkin and Wildavsky  (1991) argue that education is only viewed 

as a public good because societal opinion deems it so and, because of it’s inherent 

characteristics, places it in the public market, which translates into it being provided by 

the government. However, Adams and Mccormick (1993) maintain that the role of the 

government and society’s view are not sufficient in determining a public versus private 

good.  

Benson and O'Halloran (1987) suggest there is a duality to education that must be 

considered, stating it should be recognized as both a public good as well as a private 

good. However, Levin (1987) cautions, “that schools are expected to provide both public 

and private benefits raises a potential dilemma” (p. 630).  

Labaree (1997) agrees, observing:  

Schools, it seems, occupy an awkward position at the intersection between 

what we hope society will become and what we think it really is, between 

political ideals and economic realities. This in turn leads to some crucial 

questions: Should schools present themselves as a model of our best hopes 

for our society and a mechanism for remaking that society in the image of 

those hopes? Should schools focus on adapting students to the needs of 

society as currently constructed? Or should they focus primarily on 

serving the individual hopes and ambitions of their students? (p. 41) 
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Thus, aside from the public benefits, there are also many private benefits that 

must be considered when determining the economic returns from education (Education: 

What's It Worth, 2013; Levin, 1987).  The most prominent, and one which is discussed 

later in more detail, is an increase in personal income that is associated with higher 

educational attainment (Psacharopoulos & Patrinos, 2004). However, there are many 

other private benefits associated with education, including some that are not directly 

monetary, such as trainability, health, and access to information (Haveman & Wolfe, 

1984).  

Furthermore, private returns are higher than “social” returns, due to the subsidized 

nature of education limiting the personal investment one makes in their own education 

(Psacharopoulos & Patrinos, 2004). Benson and O'Halloran (1987), however, point out 

that education can be considered to be a private good because families do purchase it 

through the payment of taxes, fees, or a combination of the two. They also stress that 

families have a choice, which is indicative of private goods, to either send their child to 

public or private school. They even calculate educational expenditures per child to have 

an income elasticity of 1.0 or greater, meaning as families become wealthier they chose 

more expensive-private education. 

This wealth, they assume, also contributes to greater property tax payments which  

subsidize the education of lower income families (Benson & O'Halloran, 1987).  

Baker, Green, & Richards, (2008) explain:  

From an economic perspective, governments raise funding for education 

for public schooling through taxes on the value of properties, on the 

income of individuals and businesses, and on the consumption of goods 
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and services. By allocation to public schooling, governments then invest 

those tax revenues back into children, who will in turn generate earnings 

exceeding what they might have earned without schooling, and who will 

purchase more goods and own property, yielding tax revenue for the next 

generation of public school students. (pg 2) 

Often, such returns on human capital investments, such as education, are 

calculated using wages, which are also the source of most tax revenue, both directly and 

indirectly (Kaplow, 2011, p. 245).  However, this revenue is only realized when the 

income is actually earned and taxes are collected.  

Some research has attempted to actually calculate how much an income increases 

based upon educational attainment. Sianesi and Van Reenen (2003) conservatively 

calculated that a one-year increase in the mean years of education is correlated with a rise 

of 3-6% in per-capita income. Others have calculated this return to be even higher, such 

as Johnston (2011) who found this number to be closer to 10%. And Cohn (1997) notes 

that often these numbers are below their true value as “measured returns are very likely to 

fall short of the “true” returns, since non-monetary and external benefits are almost 

always excluded from the calculation of private and social benefits, respectively” (p. 

204). 

 The Mincer Earnings Function calculates earnings as a function of schooling and 

is “one of the most widely used models in empirical economics” (Lemieux, 2006, p. 128). 

Mincer’s (1974) models the natural logarithm of earnings as a function of years and years 

of labor market experience.   

ln𝐸! = ln𝐸! + 𝑟𝑆 +𝛽! t+𝛽!𝑡! 
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where 𝐸! is earnings, 𝐸! is the earnings of an individual with no education or experience, 

𝑆  is the number of years of schooling, and 𝑟 is the rate of return for education, as 

previously discussed. Here 𝑡 is the number of years in the labor market, which is 

calculated by taking one’s age (𝐴) minus their number of years in school (𝑆) as well as 

the age at which they entered education (𝑏), or  

𝑡 = 𝐴 − 𝑆 − 𝑏  

Thus,  

ln𝐸! = ln𝐸! + 𝑟𝑆 +𝛽! 𝐴 − 𝑆 − 𝑏 +𝛽! 𝐴 − 𝑆 − 𝑏 ! 

Studies continue to use the Mincer Earning Function, or models closely 

resembling it, to estimate earnings regression (Lemieux, 2006).  The Mincer Earning 

Function can also be used to calculate the rate of return for education by utilizing 

historical earnings information from census data (Kara, 2010).   

Psacharopoulos and Patrinos, (2004) found the returns of education based upon 

different tiers of education attainment. Table 2.3 shows how these returns are the highest 

within Primary and Secondary education levels; with Men’s experiencing a 20% return 

for a Primary education and a 14% return for secondary education. Women have a lower 

rate of return for a Primary education, 13%, but have a higher rate of return for a 

Secondary education, 18%. 
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Table 2.3 
Rate of Returns of Education by Gender and Educational Attainment 

Educational Level Men Women 

Primary 20.1 12.8 

Secondary 13.9 18.4 

Higher 11.0 10.8 

Overall 8.7 9.8 

Source: Psacharopoulos, G., & Patrinos, H. (2004). Table 5. Returns to education by 
gender (p. 116)  
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The census bureau also categorizes the population into different tiers of 

educational attainment. This census data can be used to provide a more infographic 

interpretation of the impact of education on earnings using historical data. As seen in 

Figure 2.5 and Figure 2.6, there is a direct relationship for educational attainment and 

earnings, i.e. the more education one receives the greater income they earn.  

  



 

	

65 

 
Source: US Census Bureau. Historical Income Table: People, Table P-16. Retrieved 
November 22, 2015 from:  
http://www.census.gov/hhes/www/income/data/historical/people/ 

 
Figure 2.5: Median Income by Educational Attainment of Males 
25 Years Old and Over by Median Income from 1991 to 2014 
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Source: US Census Bureau. Historical Income Table: People, Table P-16. Retrieved 
November 22, 2015 from:  
http://www.census.gov/hhes/www/income/data/historical/people/ 
 

Figure 2.6: Median Income by Educational Attainment of Females 25 Years Old and 
Over by Median Income from 1991 to 2014 
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An individual with a terminal degree earns substantially more than some one 

without any high school education, with men who have a doctoral degree earning 4.7 

times more than a male with no secondary education and women with doctoral degrees 

earning 5.4 times what a women with no secondary education made in 2014 (Table 2.4 

and Table 2.5).  
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Table 2.4 
Educational Attainment (Less than Ninth Grade) - People 25 Years Old and Over  

by Median Income and Sex:  2004 to 2014 
Educational 
attainment 
and year 

Male Female 

Number 
with 

income 
(thous.) 

Median income Number 
with 

income 
(thous.) 

Median income 

Current 
dollars 

2014 
dollars 

Current 
dollars 

2014 
dollars 

2014 4,467 19,553 19,553 3,644 11,558 11,558 
2013  4,682 18,503 18,806 3,664 11,249 11,433 
2012 4,510 18,002 18,562 3,674 10,841 11,178 
2011 4,633 17,505 18,427 3,839 11,113 11,698 
2010  4,757 16,384 17,791 3,897 10,680 11,597 
2009  4,736 16,473 18,177 4,036 10,516 11,604 
2008 4,973 17,043 18,740 4,201 10,625 11,683 
2007 5,036 16,625 18,983 4,070 10,539 12,034 
2006 5,283 17,169 20,160 4,257 10,451 12,272 
2005 5,475 16,321 19,785 4,579 9,496 11,512 
2004  5,520 16,171 20,268 4,742 9,576 12,002 
2003 5,405 15,461 19,901 4,734 9,296 11,966 
2002 5,705 15,130 19,910 5,015 8,965 11,797 
2001 5,809 14,594 19,515 5,196 8,846 11,829 
2000  5,724 14,131 19,426 5,195 8,546 11,748 
1999  5,728 13,529 19,229 5,397 8,261 11,742 
1998 5,641 12,571 18,248 5,419 7,914 11,488 
1997 5,839 12,157 17,886 5,647 7,505 11,042 
1996 6,139 12,174 18,298 5,775 7,276 10,936 
1995  6,277 11,723 18,097 6,020 7,096 10,954 
1994  6,507 11,324 17,902 6,183 6,865 10,853 
1993  6,734 10,895 17,584 6,423 6,480 10,458 
1992  7,000 10,374 17,157 6,921 6,337 10,480 
1991 7,143 10,319 17,499 7,065 6,268 10,629 
Source: US Census Bureau. Historical Income Table: People, Table P-16. Retrieved 
November 22, 2015 from:  
http://www.census.gov/hhes/www/income/data/historical/people/ 
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Table 2.5 
Educational Attainment (Doctoral Degree) - People 25 Years Old and Over  

by Median Income and Sex:  2004 to 2014 
Educational 
attainment 
and year 

Male Female 

Number 
with 

income 
(thous.) 

Median income Number 
with 

income 
(thous.) 

Median income 

Current 
dollars 

2014 
dollars 

Current 
dollars 

2014 
dollars 

2014 2,082 91,770 91,770 1,475 62,388 62,388 
2013  2,309 101,336 102,994 1,241 65,673 66,748 
2012 2,150 91,742 94,598 1,210 67,057 69,144 
2011 1,976 82,376 86,714 1,121 63,913 67,279 
2010  1,900 86,200 93,601 1,136 70,417 76,463 
2009  1,755 89,845 99,137 987 65,587 72,370 
2008 1,622 90,575 99,595 942 60,619 66,656 
2007 1,601 86,171 98,392 823 61,554 70,284 
2006 1,649 90,511 106,279 782 61,091 71,733 
2005 1,656 76,937 93,268 749 56,820 68,881 
2004  1,573 80,033 100,308 734 55,996 70,182 
2003 1,606 73,853 95,063 773 53,003 68,225 
2002 1,514 76,147 100,204 663 52,336 68,870 
2001 1,488 72,642 97,135 653 52,181 69,775 
2000  1,520 71,271 97,976 584 51,460 70,742 
1999  1,451 70,461 100,148 600 46,511 66,108 
1998 1,443 65,319 94,816 567 46,275 67,172 
1997 1,338 68,643 100,990 508 46,545 68,479 
1996 1,215 62,255 93,571 527 42,431 63,775 
1995  1,149 57,356 88,542 457 39,821 61,472 
1994  1,183 57,478 90,867 462 40,793 64,490 
1993  1,149 55,751 89,978 447 42,737 68,974 
1992  1,053 51,681 85,471 358 39,322 65,032 
1991 929 51,845 87,917 337 37,242 63,153 
Source: US Census Bureau. Historical Income Table: People, Table P-16. Retrieved 
November 22, 2015 from:  
http://www.census.gov/hhes/www/income/data/historical/people/ 
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 Less drastic disparities occur between each level of education attainment as well. 

By attending high school, but not receiving a diploma, men made 11% more than those 

who did not and women made 7% more. By graduating high school, males’ incomes rise 

by 48% over those who do not graduate and are 64% greater than males who did not 

attend high school in 2014. Women with a high school diploma made 55% more than 

those without one and 66% more than women with no secondary education in 2014 

(Table 2.4, 2.6, and 2.7).  
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Table 2.6 
Educational Attainment (9th – 12th Grade: No Diploma) - People 25 Years Old and Over 

by Median Income and Sex:  2004 to 2014 
Educational 
attainment 
and year 

Male Female 

Number 
with 

income 
(thous.) 

Median income Number 
with 

income 
(thous.) 

Median income 

Current 
dollars 

2014 
dollars 

Current 
dollars 

2014 
dollars 

2014 6,445 21,701 21,701 5,934 12,364 12,364 
2013  6,120 20,021 20,349 5,692 11,840 12,034 
2012 6,418 19,780 20,396 5,898 11,981 12,354 
2011 6,650 20,437 21,513 6,235 12,193 12,835 
2010  6,625 19,356 21,018 6,003 12,075 13,112 
2009  6,948 19,720 21,760 6,175 12,278 13,548 
2008 7,158 20,845 22,921 6,413 11,904 13,090 
2007 7,200 20,643 23,571 6,286 11,982 13,681 
2006 7,684 21,184 24,874 6,750 11,914 13,989 
2005 7,276 20,934 25,378 6,812 11,136 13,500 
2004  7,254 19,593 24,557 6,982 10,751 13,475 
2003 7,245 18,990 24,444 6,965 10,786 13,884 
2002 7,488 19,802 26,058 7,103 10,613 13,966 
2001 7,421 19,434 25,987 7,376 10,330 13,813 
2000  7,226 18,915 26,003 7,565 10,063 13,834 
1999  7,085 17,653 25,091 7,525 9,632 13,690 
1998 7,366 17,462 25,348 7,559 9,582 13,909 
1997 7,601 16,818 24,743 7,661 8,861 13,037 
1996 7,671 16,058 24,136 7,929 8,544 12,842 
1995  7,490 15,791 24,377 8,122 8,057 12,438 
1994  7,286 14,584 23,056 7,943 7,618 12,043 
1993  7,377 14,550 23,483 8,152 7,187 11,599 
1992  7,524 14,218 23,514 8,248 7,293 12,061 
1991 7,759 14,736 24,989 8,561 7,055 11,964 
Source: US Census Bureau. Historical Income Table: People, Table P-16. Retrieved 
November 22, 2015 from:  
http://www.census.gov/hhes/www/income/data/historical/people/ 
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Table 2.7 
Educational Attainment (High School Graduate) - People 25 Years Old and Over  

by Median Income and Sex:  2004 to 2014 
Educational 
attainment 
and year 

Male Female 

Number 
with 

income 
(thous.) 

Median income Number 
with 

income 
(thous.) 

Median income 

Current 
dollars 

2014 
dollars 

Current 
dollars 

2014 
dollars 

2014 28,988 32,080 32,080 27,688 19,208 19,208 
2013  29,036 31,188 31,698 27,640 20,060 20,388 
2012 28,115 31,064 32,031 27,717 18,213 18,780 
2011 28,295 30,616 32,228 28,051 17,887 18,829 
2010  28,307 30,250 32,847 28,314 17,826 19,356 
2009  28,946 30,303 33,437 28,154 18,340 20,237 
2008 28,450 30,879 33,954 28,217 18,293 20,115 
2007 27,988 31,337 35,781 28,134 18,162 20,738 
2006 28,253 31,009 36,411 28,538 17,546 20,603 
2005 28,077 30,134 36,531 28,409 16,695 20,239 
2004  27,799 29,332 36,763 28,561 16,165 20,260 
2003 26,800 28,763 37,024 28,976 15,962 20,546 
2002 26,298 27,526 36,222 29,161 15,972 21,018 
2001 25,954 28,343 37,900 28,945 15,665 20,947 
2000  26,175 27,480 37,777 28,968 15,153 20,831 
1999  26,278 27,188 38,643 29,798 14,652 20,825 
1998 25,636 26,542 38,528 29,330 13,786 20,012 
1997 25,777 25,453 37,447 29,332 13,407 19,725 
1996 25,510 24,814 37,296 29,212 12,702 19,091 
1995  24,909 23,365 36,069 28,785 12,046 18,596 
1994  24,704 22,387 35,392 29,110 11,390 18,007 
1993  24,682 21,782 35,154 29,171 11,089 17,897 
1992  25,143 21,645 35,797 29,596 10,901 18,028 
1991 25,297 21,546 36,537 30,149 10,818 18,345 
Source: US Census Bureau. Historical Income Table: People, Table P-16. Retrieved 
November 22, 2015 from:  
http://www.census.gov/hhes/www/income/data/historical/people/ 
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These difference add up over time, as can be seen with Synthetic Work-Life 

Earnings estimate calculated by the US Census Bureau. While some of the differences in 

educational attainment and income levels may not appear to be that drastic in a single 

year, over a worker’s lifetime these disparities can be millions of dollars. “In this way, 

Synthetic Work-Life Earnings estimates demonstrate how seemingly small differences 

add up over a lifetime” (Julian, 2012, para. 2). 

 Table 2.8 shows how a person with a doctoral degree will make approximately 

2.6 million dollars more over their lifetime than some with less than a high school 

education. By graduating high school, one can make $272,000 more over the course of 

one’s life than some who do not graduate and $435,000 more than someone with no 

secondary education.   
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Table 2.8 
Synthetic Work-Life Earnings by Educational Attainment 

Educational Attainment Synthetic work-life earnings Margin of error 
None to 8th Grade 936,000 7,000 
9th to 12th Grade 1,099,000 7,000 

High School graduate 1,371,000 3,000 
Some college 1,632,000 5,000 

Associate’s degree 1,813,000 9,000 
Bachelor’s degree 2,422,000 8,000 
Master’s degree 2,834,000 13,000 

Professional degree 4,159,000 33,000 
Doctorate degree 3,525,000 29,000 

Source: US Census Bureau. Work-Life Earnings by Field of Degree 
and Occupation for People With a Bachelor’s Degree: 201. Retrieved November 22, 2015 
from:  https://www.census.gov/prod/2012pubs/acsbr11-04.pdf 
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Educational attainment is also on the rise. From 1991 to 2014 lower paying 

education attainment levels have decreased, while higher paying have increased. For 

men, those with less than a 9th grade education has decreased nearly 38% and those with 

some high school, but no diploma, decreased 17% during this time (Figure 2.7).  
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Source: US Census Bureau. Historical Income Table: People, Table P-16. Retrieved 
November 22, 2015 from:  
http://www.census.gov/hhes/www/income/data/historical/people/ 

 
Figure 2.7: Population (in thousands) by Educational Attainment of Males 

25 Years Old and Over from 1991 to 2014 
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Women experienced similar declines, with a 48% decrease in those with less than 

a high school education and a 31% decline in those with some secondary education but 

did not graduate (Figure 2.8).  
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Source: US Census Bureau. Historical Income Table: People, Table P-16. Retrieved 
November 22, 2015 from:  
http://www.census.gov/hhes/www/income/data/historical/people/ 
 

Figure 2.8: Population (in thousands) by Educational Attainment of Females 
25 Years Old and Over from 1991 to 2014 
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Meanwhile, higher educational attainment, and thus higher incomes, have risen 

within the same time period. Men saw an increase in secondary and all post secondary 

categories (Figure 2.8).  

§ High School Graduate:  Increased by 15 %  

§ Some College, No Degree: Increased by 29%  

§ Associated Degree: Increased by 114%  

§ Bachelor’s Degree: Increased by 73% 

§ Master’s Degree: Increased by 84% 

§ Professional Degree: Increased by 25%  

§ Doctorate Degree: Increased by 124% 

Although women with a high school diploma decreased by 8%, they also had 

increases in post secondary education, with most having greater increases than men 

experienced during the same time period (Figure 2.8).   

§ Some College, No Degree: Increased by 30%  

§ Associated Degree: Increased by 111%  

§ Bachelor’s Degree: Increased by 99% 

§ Master’s Degree: Increased by 164% 

§ Professional Degree: Increased by 137%  

§ Doctorate Degree: Increased by 338% 

Kara (2000) warns that in nations with limited resources will compare education 

to other “competing sectors” to determine how to properly allocate the scarce resources 

they have. The recent recession has certainly left many states with limited resources, with 

education being cut in lieu of other sectors (Oliff, 2012). 
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However, Levin (1987) observed, “schools are expected to play a major role in 

contributing to economic growth and full employment for the nation and its regions” (p. 

630). If the taxes paid by those who earn more money are considered, the benefits for 

states to have an educated workforce becomes very significant (Brimley, Garfield, & 

Verstegen, 2012). Therefore, additional research on the degree to which education is 

correlated to the economy becomes important for policymakers to know.  
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Table 2.9 
Educational Attainment (Less than Ninth Grade) - People 25 Years Old and Over 

by Median Income and Sex:  2004 to 2014 
Educational 
attainment 
and year 

Male Female 

Number 
with 

income 
(thous.) 

Median income Number 
with 

income 
(thous.) 

Median income 

Current 
dollars 

2014 
dollars 

Current 
dollars 

2014 
dollars 

2014 4,467 19,553 19,553 3,644 11,558 11,558 
2013  4,682 18,503 18,806 3,664 11,249 11,433 
2012 4,510 18,002 18,562 3,674 10,841 11,178 
2011 4,633 17,505 18,427 3,839 11,113 11,698 
2010  4,757 16,384 17,791 3,897 10,680 11,597 
2009  4,736 16,473 18,177 4,036 10,516 11,604 
2008 4,973 17,043 18,740 4,201 10,625 11,683 
2007 5,036 16,625 18,983 4,070 10,539 12,034 
2006 5,283 17,169 20,160 4,257 10,451 12,272 
2005 5,475 16,321 19,785 4,579 9,496 11,512 
2004  5,520 16,171 20,268 4,742 9,576 12,002 
2003 5,405 15,461 19,901 4,734 9,296 11,966 
2002 5,705 15,130 19,910 5,015 8,965 11,797 
2001 5,809 14,594 19,515 5,196 8,846 11,829 
2000  5,724 14,131 19,426 5,195 8,546 11,748 
1999  5,728 13,529 19,229 5,397 8,261 11,742 
1998 5,641 12,571 18,248 5,419 7,914 11,488 
1997 5,839 12,157 17,886 5,647 7,505 11,042 
1996 6,139 12,174 18,298 5,775 7,276 10,936 
1995  6,277 11,723 18,097 6,020 7,096 10,954 
1994  6,507 11,324 17,902 6,183 6,865 10,853 
1993  6,734 10,895 17,584 6,423 6,480 10,458 
1992  7,000 10,374 17,157 6,921 6,337 10,480 
1991 7,143 10,319 17,499 7,065 6,268 10,629 
Source: US Census Bureau. Historical Income Table: People, Table P-16. Retrieved 
November 22, 2015 from:  
http://www.census.gov/hhes/www/income/data/historical/people/ 
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Table 2.10 
Educational Attainment (9th – 12th Grade: No Diploma) - People 25 Years Old and Over 

by Median Income and Sex:  2004 to 2014 
Educational 
attainment 
and year 

Male Female 

Number 
with 

income 
(thous.) 

Median income Number 
with 

income 
(thous.) 

Median income 

Current 
dollars 

2014 
dollars 

Current 
dollars 

2014 
dollars 

2014 6,445 21,701 21,701 5,934 12,364 12,364 
2013  6,120 20,021 20,349 5,692 11,840 12,034 
2012 6,418 19,780 20,396 5,898 11,981 12,354 
2011 6,650 20,437 21,513 6,235 12,193 12,835 
2010  6,625 19,356 21,018 6,003 12,075 13,112 
2009  6,948 19,720 21,760 6,175 12,278 13,548 
2008 7,158 20,845 22,921 6,413 11,904 13,090 
2007 7,200 20,643 23,571 6,286 11,982 13,681 
2006 7,684 21,184 24,874 6,750 11,914 13,989 
2005 7,276 20,934 25,378 6,812 11,136 13,500 
2004  7,254 19,593 24,557 6,982 10,751 13,475 
2003 7,245 18,990 24,444 6,965 10,786 13,884 
2002 7,488 19,802 26,058 7,103 10,613 13,966 
2001 7,421 19,434 25,987 7,376 10,330 13,813 
2000  7,226 18,915 26,003 7,565 10,063 13,834 
1999  7,085 17,653 25,091 7,525 9,632 13,690 
1998 7,366 17,462 25,348 7,559 9,582 13,909 
1997 7,601 16,818 24,743 7,661 8,861 13,037 
1996 7,671 16,058 24,136 7,929 8,544 12,842 
1995  7,490 15,791 24,377 8,122 8,057 12,438 
1994  7,286 14,584 23,056 7,943 7,618 12,043 
1993  7,377 14,550 23,483 8,152 7,187 11,599 
1992  7,524 14,218 23,514 8,248 7,293 12,061 
1991 7,759 14,736 24,989 8,561 7,055 11,964 
Source: US Census Bureau. Historical Income Table: People, Table P-16. Retrieved 
November 22, 2015 from:  
http://www.census.gov/hhes/www/income/data/historical/people/ 
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Table 2.11 
Educational Attainment (High School Graduate) - People 25 Years Old and Over 

by Median Income and Sex:  2004 to 2014 
Educational 
attainment 
and year 

Male Female 

Number 
with 

income 
(thous.) 

Median income Number 
with 

income 
(thous.) 

Median income 

Current 
dollars 

2014 
dollars 

Current 
dollars 

2014 
dollars 

2014 28,988 32,080 32,080 27,688 19,208 19,208 
2013  29,036 31,188 31,698 27,640 20,060 20,388 
2012 28,115 31,064 32,031 27,717 18,213 18,780 
2011 28,295 30,616 32,228 28,051 17,887 18,829 
2010  28,307 30,250 32,847 28,314 17,826 19,356 
2009  28,946 30,303 33,437 28,154 18,340 20,237 
2008 28,450 30,879 33,954 28,217 18,293 20,115 
2007 27,988 31,337 35,781 28,134 18,162 20,738 
2006 28,253 31,009 36,411 28,538 17,546 20,603 
2005 28,077 30,134 36,531 28,409 16,695 20,239 
2004  27,799 29,332 36,763 28,561 16,165 20,260 
2003 26,800 28,763 37,024 28,976 15,962 20,546 
2002 26,298 27,526 36,222 29,161 15,972 21,018 
2001 25,954 28,343 37,900 28,945 15,665 20,947 
2000  26,175 27,480 37,777 28,968 15,153 20,831 
1999  26,278 27,188 38,643 29,798 14,652 20,825 
1998 25,636 26,542 38,528 29,330 13,786 20,012 
1997 25,777 25,453 37,447 29,332 13,407 19,725 
1996 25,510 24,814 37,296 29,212 12,702 19,091 
1995  24,909 23,365 36,069 28,785 12,046 18,596 
1994  24,704 22,387 35,392 29,110 11,390 18,007 
1993  24,682 21,782 35,154 29,171 11,089 17,897 
1992  25,143 21,645 35,797 29,596 10,901 18,028 
1991 25,297 21,546 36,537 30,149 10,818 18,345 
Source: US Census Bureau. Historical Income Table: People, Table P-16. Retrieved 
November 22, 2015 from:  
http://www.census.gov/hhes/www/income/data/historical/people/ 
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Table 2.12 
Educational Attainment (Some College: No Degree) - People 25 Years Old and Over  

by Median Income and Sex:  2004 to 2014 
Educational 
attainment 
and year 

Male Female 

Number 
with 

income 
(thous.) 

Median income Number 
with 

income 
(thous.) 

Median income 

Current 
dollars 

2014 
dollars 

Current 
dollars 

2014 
dollars 

2014 15,963 37,865 37,865 16,851 23,504 23,504 
2013  16,248 37,741 38,359 16,776 22,301 22,666 
2012 15,752 37,062 38,216 16,625 22,469 23,168 
2011 15,301 36,552 38,477 16,427 22,499 23,684 
2010  15,395 36,226 39,336 16,661 22,808 24,766 
2009  15,184 36,693 40,488 16,208 23,107 25,497 
2008 15,523 37,297 41,011 16,329 23,252 25,568 
2007 15,321 37,447 42,758 16,600 23,532 26,869 
2006 14,526 37,271 43,764 16,099 22,709 26,665 
2005 14,505 36,930 44,769 16,402 21,545 26,118 
2004  14,405 36,162 45,323 15,791 21,159 26,519 
2003 14,586 35,073 45,146 15,691 21,007 27,040 
2002 14,747 35,023 46,088 15,616 20,602 27,111 
2001 14,340 33,777 45,166 15,420 20,101 26,879 
2000  14,433 33,319 45,804 15,825 20,166 27,722 
1999  14,440 32,575 46,300 15,693 19,599 27,857 
1998 13,935 31,627 45,909 15,173 18,445 26,775 
1997 13,892 30,536 44,926 14,677 17,153 25,236 
1996 13,756 29,160 43,828 14,528 16,255 24,432 
1995  13,715 28,004 43,230 14,619 15,552 24,008 
1994  13,573 26,768 42,318 14,911 14,585 23,058 
1993  13,247 26,323 42,483 14,390 14,489 23,384 
1992  12,728 26,318 43,525 13,615 14,401 23,817 
1991 12,366 26,591 45,092 13,013 13,963 23,678 
Source: US Census Bureau. Historical Income Table: People, Table P-16. Retrieved 
Novembe 22, 2015 from:  
http://www.census.gov/hhes/www/income/data/historical/people/ 
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Table 2.13 
Educational Attainment (Associates Degree) - People 25 Years Old and Over 

by Median Income and Sex:  2004 to 2014 
Educational 
attainment 
and year 

Male Female 

Number 
with 

income 
(thous.) 

Median income Number 
with 

income 
(thous.) 

Median income 

Current 
dollars 

2014 
dollars 

Current 
dollars 

2014 
dollars 

2014 8,728 43,871 43,871 11,069 27,122 27,122 
2013  8,509 42,717 43,416 11,265 27,340 27,787 
2012 8,499 41,731 43,030 10,757 27,159 28,004 
2011 8,286 41,916 44,123 10,353 27,180 28,611 
2010  7,924 40,974 44,492 10,197 28,147 30,564 
2009  7,399 42,163 46,524 9,936 27,027 29,822 
2008 7,375 42,608 46,851 9,662 27,715 30,475 
2007 7,244 43,006 49,105 9,166 27,668 31,592 
2006 6,973 41,807 49,090 9,043 26,295 30,876 
2005 7,000 41,903 50,798 9,070 26,074 31,609 
2004  6,782 39,765 49,839 8,861 25,199 31,583 
2003 6,618 39,015 50,220 8,523 24,808 31,933 
2002 6,274 37,970 49,966 8,323 23,766 31,274 
2001 6,352 38,870 51,976 8,177 22,638 30,271 
2000  6,272 38,026 52,274 8,108 23,124 31,789 
1999  5,939 36,558 51,961 7,482 21,916 31,150 
1998 5,766 35,962 52,202 6,931 21,290 30,904 
1997 5,591 32,930 48,448 6,914 21,073 31,003 
1996 5,210 33,065 49,698 6,839 20,460 30,752 
1995  5,230 31,027 47,897 6,642 19,450 30,025 
1994  5,046 30,643 48,444 6,573 17,954 28,384 
1993  4,901 29,736 47,992 6,282 18,346 29,609 
1992  4,540 28,791 47,615 5,539 17,331 28,662 
1991 4,083 29,358 49,784 5,236 17,364 29,445 
Source: US Census Bureau. Historical Income Table: People, Table P-16. Retrieved 
November 22, 2015 from:  
http://www.census.gov/hhes/www/income/data/historical/people/ 
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Table 2.14 
Educational Attainment (Bachelor’s Degree) - People 25 Years Old and Over 

by Median Income and Sex:  2004 to 2014 
Educational 
attainment 
and year 

Male Female 

Number 
with 

income 
(thous.) 

Median income Number 
with 

income 
(thous.) 

Median income 

Current 
dollars 

2014 
dollars 

Current 
dollars 

2014 
dollars 

2014 20,147 60,933 60,933 21,336 40,033 40,033 
2013  19,388 60,808 61,803 21,508 37,424 38,036 
2012 19,320 56,656 58,420 20,125 37,285 38,446 
2011 18,859 56,404 59,374 19,629 36,812 38,751 
2010  18,378 55,225 59,966 18,909 36,359 39,481 
2009  18,205 54,091 59,685 18,844 35,972 39,692 
2008 17,726 57,278 62,982 18,381 36,294 39,908 
2007 17,654 56,826 64,885 18,347 36,167 41,296 
2006 17,129 54,403 63,880 17,931 35,094 41,208 
2005 16,764 51,700 62,674 17,090 32,668 39,602 
2004  16,302 51,081 64,022 16,668 31,585 39,587 
2003 16,295 50,916 65,539 16,198 31,309 40,301 
2002 16,057 50,600 66,586 16,003 30,788 40,515 
2001 15,723 49,985 66,839 15,660 30,973 41,416 
2000  15,452 49,080 67,470 15,102 30,418 41,816 
1999  14,922 47,289 67,213 14,690 28,520 40,536 
1998 14,614 45,749 66,409 14,218 27,415 39,795 
1997 13,900 41,949 61,717 13,787 26,401 38,842 
1996 13,510 39,624 59,556 13,247 25,192 37,864 
1995  13,065 39,040 60,267 12,875 24,065 37,150 
1994  12,997 38,701 61,183 11,773 23,405 37,001 
1993  12,360 37,474 60,480 11,447 22,452 36,236 
1992  11,938 36,745 60,770 11,133 22,383 37,018 
1991 11,657 36,067 61,161 10,721 20,967 35,555 
Source: US Census Bureau. Historical Income Table: People, Table P-16. Retrieved 
November 22, 2015 from:  
http://www.census.gov/hhes/www/income/data/historical/people/ 
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Table 2.15 
Educational Attainment (Master’s Degree) - People 25 Years Old and Over 

by Median Income and Sex:  2004 to 2014 
Educational 
attainment 
and year 

Male Female 

Number 
with 

income 
(thous.) 

Median income Number 
with 

income 
(thous.) 

Median income 

Current 
dollars 

2014 
dollars 

Current 
dollars 

2014 
dollars 

2014 7,992 76,386 76,386 9,876 50,255 50,255 
2013  7,867 75,525 76,761 9,661 49,731 50,545 
2012 7,652 71,364 73,586 9,124 49,703 51,250 
2011 7,238 71,537 75,304 8,650 48,738 51,305 
2010  7,100 69,576 75,550 8,507 48,488 52,651 
2009  6,728 69,825 77,047 7,945 50,576 55,807 
2008 6,896 70,973 78,041 7,801 48,000 52,780 
2007 6,759 71,097 81,180 7,590 48,077 54,896 
2006 6,350 67,425 79,171 6,876 46,250 54,307 
2005 6,137 64,468 78,153 6,560 44,385 53,807 
2004  6,059 63,260 79,286 6,464 42,243 52,945 
2003 6,076 61,698 79,417 6,268 41,334 53,205 
2002 5,768 60,830 80,048 6,073 40,939 53,873 
2001 5,522 61,960 82,852 5,749 40,744 54,482 
2000  5,346 59,732 82,114 5,421 40,619 55,839 
1999  5,178 59,189 84,127 5,220 39,712 56,444 
1998 4,772 55,784 80,975 4,837 36,888 53,546 
1997 4,583 52,530 77,284 4,488 35,882 52,791 
1996 4,709 50,003 75,156 4,285 33,302 50,054 
1995  4,774 49,076 75,760 4,205 33,509 51,728 
1994  4,558 46,635 73,726 4,166 32,069 50,698 
1993  4,320 45,597 73,590 4,003 31,389 50,659 
1992  4,308 44,293 73,253 3,873 30,169 49,894 
1991 4,356 43,125 73,130 3,745 29,747 50,444 
Source: US Census Bureau. Historical Income Table: People, Table P-16. Retrieved 
November 22, 2015 from:  
http://www.census.gov/hhes/www/income/data/historical/people/ 
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Table 2.16 
Educational Attainment (Professional Degree) - People 25 Years Old and Over by 

Median Income and Sex:  2004 to 2014 
Educational 
attainment 
and year 

Male Female 

Number 
with 

income 
(thous.) 

Median income Number 
with 

income 
(thous.) 

Median income 

Current 
dollars 

2014 
dollars 

Current 
dollars 

2014 
dollars 

2014 1,940 107,050 107,050 1,319 63,353 63,353 
2013  1,762 102,353 104,028 1,224 61,224 62,226 
2012 1,847 100,064 103,179 1,126 67,428 69,527 
2011 1,903 98,883 104,091 1,098 61,206 64,429 
2010  1,856 96,212 104,472 1,053 60,477 65,669 
2009  1,844 102,398 112,989 1,142 60,259 66,491 
2008 1,930 100,000 (X) 1,197 58,364 64,176 
2007 1,843 100,000 (X) 1,060 61,875 70,650 
2006 1,969 96,926 113,811 1,037 60,463 70,996 
2005 1,912 90,878 110,169 1,090 59,934 72,656 
2004  1,876 90,210 113,063 991 50,311 63,056 
2003 1,901 88,530 113,955 990 48,536 62,475 
2002 1,816 88,216 116,086 946 44,748 58,885 
2001 1,779 81,602 109,116 899 46,635 62,359 
2000  1,711 83,701 115,064 852 46,084 63,352 
1999  1,774 81,545 115,903 824 45,432 64,574 
1998 1,695 76,362 110,846 788 43,490 63,129 
1997 1,741 72,274 106,332 807 45,199 66,498 
1996 1,702 71,869 108,021 715 42,059 63,216 
1995  1,657 66,257 102,282 732 38,588 59,569 
1994  1,691 61,739 97,604 709 35,806 56,606 
1993  1,650 69,678 112,455 583 32,742 52,843 
1992  1,639 68,429 113,170 569 36,640 60,596 
1991 1,547 63,741 108,089 556 34,064 57,764 
Source: US Census Bureau. Historical Income Table: People, Table P-16. Retrieved 
November 22, 2015 from:  
http://www.census.gov/hhes/www/income/data/historical/people/ 
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Table 2.17 
Educational Attainment (Doctoral Degree) - People 25 Years Old and Over by Median 

Income and Sex:  2004 to 2014 
Educational 
attainment 
and year 

Male Female 

Number 
with 

income 
(thous.) 

Median income Number 
with 

income 
(thous.) 

Median income 

Current 
dollars 

2014 
dollars 

Current 
dollars 

2014 
dollars 

2014 2,082 91,770 91,770 1,475 62,388 62,388 
2013  2,309 101,336 102,994 1,241 65,673 66,748 
2012 2,150 91,742 94,598 1,210 67,057 69,144 
2011 1,976 82,376 86,714 1,121 63,913 67,279 
2010  1,900 86,200 93,601 1,136 70,417 76,463 
2009  1,755 89,845 99,137 987 65,587 72,370 
2008 1,622 90,575 99,595 942 60,619 66,656 
2007 1,601 86,171 98,392 823 61,554 70,284 
2006 1,649 90,511 106,279 782 61,091 71,733 
2005 1,656 76,937 93,268 749 56,820 68,881 
2004  1,573 80,033 100,308 734 55,996 70,182 
2003 1,606 73,853 95,063 773 53,003 68,225 
2002 1,514 76,147 100,204 663 52,336 68,870 
2001 1,488 72,642 97,135 653 52,181 69,775 
2000  1,520 71,271 97,976 584 51,460 70,742 
1999  1,451 70,461 100,148 600 46,511 66,108 
1998 1,443 65,319 94,816 567 46,275 67,172 
1997 1,338 68,643 100,990 508 46,545 68,479 
1996 1,215 62,255 93,571 527 42,431 63,775 
1995  1,149 57,356 88,542 457 39,821 61,472 
1994  1,183 57,478 90,867 462 40,793 64,490 
1993  1,149 55,751 89,978 447 42,737 68,974 
1992  1,053 51,681 85,471 358 39,322 65,032 
1991 929 51,845 87,917 337 37,242 63,153 
Source: US Census Bureau. Historical Income Table: People, Table P-16. Retrieved 
November 22, 2015 from:  
http://www.census.gov/hhes/www/income/data/historical/people/ 
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CHAPTER THREE 

METHODOLOGY 

The purpose of this study was to determine if there is a relationship between 

education and the state economy. This was done so in two manners. The first examines 

the relationship between educational attainment and the economy at the state level. The 

second examines the relationship between educational expenditures and the economy at 

the state level.  

Weber (1979) describes the Gross State Product as “a comprehensive measure of 

economic activity in a state (which) can provide important information about regional 

economic health” (p 217). Therefore the intent of this study is to see if a more educated 

population and investment in education at the state level is correlated with a healthier 

state economy.  

Utilizing data already collected the National Center for Education Statistics 

(NCES), the US Census Bureau, the Office of Natural Resources Revenue, and two 

agencies within the US Department of Commerce, the US Bureau of Economic Analysis, 

and the Office of Travel and Tourism Industries.  

Data from these agencies were scaled appropriately to allow for states to be 

compared, regardless of size or population or physical size of the state. Correlations were 

examined using a Spearman rank correlation. This allowed for data to be ranked and 

compared if educational attainment and educational expenditures is correlated with a 

higher ranking economy, when compared to other states.  

These findings were then shared with education finance policymakers to gain 

further insight and understanding of the results of the analysis. With their experiences and 
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expertise, implications of the analysis were derived. It is hoped that the results of the 

study will develop a deeper dialog on the importance of educational expenditures 

between educators, taxpayers, and policymakers. 

Research Design  

 This quantitative study was designed to determine if there is a significant 

relationship between education and the state economy. 

Research Question 1 was based upon a study conducted by NEA, which examined 

natural resources, education, and the gross domestic product (National Education 

Association of the United States, 1968). In this study the per capita gross state product 

replaced the gross domestic product. The Gross State Product data was provided by the 

US Bureau of Economic Analysis from the US Department of Commerce.  

Natural resources were included and measured by the revenues reported to the 

Office of Natural Resources Revenue. This use of this agency’s statistics insured that the 

revenues for each state were collected in a consistent manner. These revenues where then 

scaled using the states square mile area so that revenue was not dependent upon state 

size.  

Education was examined using the educational attainment percentage for each 

state. For this study educational attainment is defined as graduating high school, since 

this study also focuses on policy for K-12 education. Therefore, the percentage of high 

school graduates from each state was used, as provided by the US Census Bureau.  

As discussed in Chapter One, some policymakers where opting to invest state 

funds into tourism rather than education. Thus, tourism was added to the analysis for 

Question #1. Tourism information was provided by the Office of Travel and Tourism 
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Industries from the US Department of Commerce. The Office of Travel and Tourism 

collects its data by surveying international travels. The data used in this study comes 

from the question “What US destinations did you visit?” Respondents were allowed to 

name multiple states as part of the survey. The percentage of respondents that named 

each state was to estimate the market share of tourism a state has. This data was chosen to 

provide consistency of collection and because inter-state data is difficult to track.  

Research Questions #2-4 compares the percentage of educational expenditures 

funded by the state to educational attainment in the state, the real per capita real income 

dollar within the state, and the gross state product.  

 The percentage of educational expenditures funded by the state was provided by 

the National Center for Education Statistics and compares how much the state funds 

education, compared to local and federal funding. For this study, only the funding for the 

K-12 system was examined.  

 Educational attainment was identical to the data used in Question #1, i.e. the 

percentage of high school graduates from each state, as provided by the US Census 

Bureau.  

Real Per Capita Personal Income Dollars was provided by the Bureau of 

Economic Analysis within the US Department of Commerce. Real Per Capita Personal 

Income Dollars measures the purchasing power of wages and allows inflation-adjusted 

incomes to be compared across states (Aversa & Figuroa, 2015). Using Real Per Capita 

Personal Income Dollars allows this fiscal data to be comparable regardless of the 

purchasing power based upon location.  



 

	

93 

 Gross state product was also identical to the data used in Question #1 and was 

also provided by the US Bureau of Economic Analysis within the US Department of 

Commerce. 

Research Questions and Data Analysis  

The research questions utilized within this study were:  

Research Question #1: Is there a correlation between per capita Gross State Product and 

educational attainment, natural resource revenue per square mile, and market share of 

tourism? 

 Research sub-question #1.1: Is there a correlation between per capita Gross 

State Product and educational attainment? 

 Data was analyzed to determine if there was a significant correlation between per 

capita Gross State Product and educational attainment. States were ranked according to 

the reported per capita Gross State Product for 2012. States were also ranked according to 

the educational attainment within the state for the same year. The significance of the 

relationship between per capita Gross State Product and educational attainment was then 

analyzed using a Spearman rs Correlation with an alpha level of .05. 

Research sub-Question #1.2: Is there a correlation between per capita Gross 

State Product and natural resource revenue per square mile? 

Data was analyzed to determine if there was a significant correlation between per 

capita Gross State Product and natural resource revenue per square mile. States were 

ranked according to the reported per capita Gross State Product for 2012. States were also 

ranked according to the natural resource revenue per square mile within the state for the 

same year. The significance of the relationship between per capita Gross State Product 
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and natural resource revenue per square mile was then analyzed using a Spearman rs 

Correlation with an alpha level of .05. 

Research sub-Question #1.3: Is there a correlation between per capita Gross 

State Product and market share of tourism? 

Data was analyzed to determine if there was a significant correlation between per 

capita Gross State Product and market share of tourism. States were ranked according to 

the reported per capita Gross State Product for 2012. States were also ranked according to 

the market share of tourism for the state for the same year. The significance of the 

relationship between per capita Gross State Product and market share of tourism was then 

analyzed using a Spearman rs Correlation with an alpha level of .05. 

Research Question #2: Is there a correlation between percentage of educational 

expenditures funded by the state and the educational attainment within that state? 

Data was analyzed to determine if there was a significant correlation between 

percentage of educational expenditures funded by the state and the educational attainment 

within that state. States were ranked according to the reported percentage of educational 

expenditures funded by the state for 2012. States were also ranked according to the 

educational attainment within that state for the same year. The significance of the 

relationship between percentage of educational expenditures funded by the state and the 

educational attainment within that state was then analyzed using a Spearman rs 

Correlation with an alpha level of .05. 
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Research Question #3: Is there a correlation between percentage of educational 

expenditures funded by the state and the Real Per Capita Personal Income Dollars within 

that state? 

Data was analyzed to determine if there was a significant correlation between 

percentage of educational expenditures funded by the state and the Real Per Capita 

Personal Income Dollars within that state. States were ranked according to the reported 

percentage of educational expenditures funded by the state for 2012. States were also 

ranked according to the Real Per Capita Personal Income Dollars within that state for the 

same year. The significance of the relationship between percentage of educational 

expenditures funded by the state and the Real Per Capita Personal Income Dollars within 

that state was then analyzed using a Spearman rs Correlation with an alpha level of .05. 

Research Question #4: Is there a correlation between percentage of educational 

expenditures funded by the state and the per capita Gross State Product? 

Data was analyzed to determine if there was a significant correlation between 

percentage of educational expenditures funded by the state and the per capita Gross State 

Product within that state. States were ranked according to the reported percentage of 

educational expenditures funded by the state for 2012. States were also ranked according 

to the per capita Gross State Product within that state for the same year. The significance 

of the relationship between percentage of educational expenditures funded by the state 

and the per capita Gross State Product within that state was then analyzed using a 

Spearman rs Correlation with an alpha level of .05. 
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The findings from questions 1-4 were then shared with education finance 

policymakers within the state of Nebraska to gain further insight and understanding of the 

results of the analysis. They were engaged in conversation based upon the data analysis 

to learn from their experiences and expertise in the area of school finance policy within 

the state of Nebraska.  

Subjects 

 Because the data utilized within this study was collected by outside sources, the 

publishers of this data dictated the subjects selected.  

The National Center for Education Statistics is the primary federal entity for 

collecting and analyzing data related to education in the U.S. and other nations.  

NCES is located within the U.S. Department of Education and the Institute of Education 

Sciences. NCES fulfills a Congressional mandate to collect, collate, analyze, and report 

complete statistics on the condition of American education; conduct and publish reports; 

and review and report on education activities internationally (National Center for 

Education Statistics - About Us). 

Economic data was collected from the US Bureau of Economic Analysis and the 

Office of Travel and Tourism Industries, both within the US Department of Commerce, 

as well as the Office of Natural Resources Revenue. All three federal government 

agencies continually track and provide data based upon their area of expertise.   

Some data from the agencies listed above was scaled appropriately in order to 

allow state statistics to be comparable. The US Census Bureau collected the data used to 

scale other statistics. The Census Bureau strives to be “the leading source of quality data 

about the nation's people and economy” (What We Do). 
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 Data Collection Strategies 

Annual data from The National Center for Education Statistics (NCES), the US 

Census Bureau, the Office of Natural Resources Revenue, US Department of Commerce 

US Bureau of Economic Analysis, and the US Department of Commerce Office of Travel 

and Tourism Industries are public domain and are available online. 

All of these agencies are Federal agencies that continually collect the data used 

within this study. Data from these agencies was selected in order to utilize data that was 

collected in a consistent manner nationwide. This meant that the data collection process 

was the same for every state and that differences in the data collection process did not 

skew the overall data set.  

The 2012 fiscal year and 2011-2012 school year was selected in order to have the 

most complete data set available for the necessary statistics and also to correlate with the 

timeline of the policies discussed in Chapter One.  
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CHAPTER	FOUR		

RESULTS	

Research Question #1: Is there a correlation between per capita Gross State Product and 

educational attainment, natural resource revenue per square mile, and market share of 

tourism? 

 Research sub-question #1.1: Is there a correlation between per capita Gross 

State Product and educational attainment? 

 Data was analyzed to determine if there was a significant correlation between per 

capita Gross State Product and educational attainment. States were ranked according to 

the reported per capita Gross State Product for 2012. States were also ranked according to 

the educational attainment within the state for the same year, as seen in Table 4.1 and 4.2.  

The significance of the relationship between per capita Gross State Product and 

educational attainment was then analyzed using a Spearman rs Correlation with an alpha 

level of .05. Table 4.3 shows there was a positive correlation between Per Capita Gross 

State Product and State Educational Attainment which was statistically significant  

(rs(50) = .395, p =.005). 
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Table 4.1 
Value and Rank of Per Capita Gross State Product and  

Value and Rank of State Educational Attainment 
Ordered alphabetically by state 

State Per Capita 
Gross State 
Product  

Rank of Per 
Capita Gross 
State Product 

State 
Educational 
Attainment  

Rank of State 
Educational 
Attainment 

Alabama  $36,750.00  45 82.42% 46 
Alaska  $70,804.00  1 90.28% 9 
Arizona  $38,895.00  40 84.75% 36 
Arkansas  $35,924.00  46 83.27% 43 
California  $52,724.00  11 81.32% 48 
Colorado  $50,254.00  18 89.15% 16 
Connecticut  $63,363.00  3 88.75% 19 
Delaware  $61,271.00  7 87.04% 27 
Florida  $37,790.00  42 85.38% 33 
Georgia  $41,904.00  33 83.76% 40 
Hawaii  $49,333.00  19 90.37% 7 
Idaho  $34,102.00  49 88.14% 23 
Illinois  $52,018.00  12 86.72% 30 
Indiana  $42,903.00  32 86.20% 31 
Iowa  $48,319.00  20 90.37% 8 
Kansas  $45,101.00  27 89.17% 15 
Kentucky  $38,125.00  41 82.59% 45 
Louisiana  $46,850.00  23 81.81% 47 
Maine  $37,784.00  43 90.27% 10 
Maryland  $53,704.00  10 88.22% 21 
Massachusetts  $61,863.00  5 89.03% 18 
Michigan  $40,226.00  38 88.22% 22 
Minnesota  $51,615.00  14 91.27% 2 
Mississippi  $31,862.00  50 80.99% 49 
Missouri  $41,807.00  35 86.81% 29 
Montana  $37,767.00  44 91.01% 4 
Nebraska  $50,974.00  16 89.93% 12 
Nevada  $43,307.00  29 83.57% 41 
New Hampshire  $48,293.00  21 90.98% 5 
New Jersey  $55,978.00  8 87.74% 25 
New Mexico  $39,114.00  39 82.72% 44 
New York  $62,742.00  4 84.95% 35 
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North Carolina  $43,159.00  31 84.24% 37 
North Dakota  $64,618.00  2 90.59% 6 
Ohio  $44,425.00  28 87.73% 26 
Oklahoma  $40,664.00  37 85.64% 32 
Oregon  $51,121.00  15 88.61% 20 
Pennsylvania  $46,293.00  25 88.10% 24 
Rhode Island  $46,604.00  24 85.32% 34 
South Carolina  $35,563.00  47 83.76% 39 
South Dakota  $47,190.00  22 89.26% 14 
Tennessee  $41,283.00  36 83.99% 38 
Texas  $50,670.00  17 80.77% 50 
Utah  $41,890.00  34 89.94% 11 
Vermont  $43,273.00  30 91.21% 3 
Virginia  $51,933.00  13 86.95% 28 
Washington  $53,718.00  9 89.12% 17 
West Virginia  $34,347.00  48 83.46% 42 
Wisconsin  $45,429.00  26 89.79% 13 
Wyoming  $61,477.00  6 91.33% 1 
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Table 4.2 
Per Capita Gross State Product Rank and State Educational Attainment Rank 

Ordered by Per Capita Gross State Product Rank 
State Rank of Per 

Capita Gross 
State Product 

Rank of 
State 
Educational 
Attainment 

Alaska 1 9 
North Dakota 2 6 
Connecticut 3 19 
New York 4 35 
Massachusetts 5 18 
Wyoming 6 1 
Delaware 7 27 
New Jersey 8 25 
Washington 9 17 
Maryland 10 21 
California 11 48 
Illinois 12 30 
Virginia 13 28 
Minnesota 14 2 
Oregon 15 20 
Nebraska 16 12 
Texas 17 50 
Colorado 18 16 
Hawaii 19 7 
Iowa 20 8 
New Hampshire 21 5 
South Dakota 22 14 
Louisiana 23 47 
Rhode Island 24 34 
Pennsylvania 25 24 
Wisconsin 26 13 
Kansas 27 15 
Ohio 28 26 
Nevada 29 41 
Vermont 30 3 
North Carolina 31 37 
Indiana 32 31 
Georgia 33 40 
Utah 34 11 
Missouri 35 29 
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Tennessee 36 38 
Oklahoma 37 32 
Michigan 38 22 
New Mexico 39 44 
Arizona 40 36 
Kentucky 41 45 
Florida 42 33 
Maine 43 10 
Montana 44 4 
Alabama 45 46 
Arkansas 46 43 
South Carolina 47 39 
West Virginia 48 42 
Idaho 49 23 
Mississippi 50 49 
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Table 4.3 
Correlation between Per Capita Gross State Product  

and State Educational Attainment 
 

Per Capita Gross State Product 

 N rs p 

State Educational Attainment  
 
 

50 .395 .005 
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Research sub-Question #1.2: Is there a correlation between per capita Gross State 

Product and natural resource revenue per square mile? 

Data was analyzed to determine if there was a significant correlation between per 

capita Gross State Product and natural resource revenue per square mile. States were 

ranked according to the reported per capita Gross State Product for 2012. States were also 

ranked according to the natural resource revenue per square mile within the state for the 

same year, as seen in Table 4.4 and 4.5.  

The significance of the relationship between per capita Gross State Product and 

natural resource revenue per square mile was then analyzed using a Spearman rs 

Correlation with an alpha level of .05. Table 4.6 shows there was not a positive 

correlation between Per Capita Gross State Product and Natural Resource Revenue Per 

Square Mile, which was statistically significant. In fact, Per Capita Gross State Product 

and Natural Resource Revenue Per Square Mile actually had a negative correlation, albeit 

a negative correlation that was not statistically significant (rs(50) = -.213, p =.138). 
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Table 4.4 
Value and Rank of Per Capita Gross State Product and  

Value and Rank of Natural Resource Revenue Per Square Mile 
Ordered alphabetically by state 

State Per Capita 
Gross State 
Product  

Rank of Per 
Capita Gross 
State Product 

Natural 
Resources 
Revenue Per 
Square Mile 

Rank of 
Natural 
Resources 
Revenue Per 
Square Mile 

Alabama  $36,750.00  45 $441.1476 9 
Alaska  $70,804.00  1 $48.5134 19 
Arizona  $38,895.00  40 $408.9841 10 
Arkansas  $35,924.00  46 $97.6659 16 
California  $52,724.00  11 $1,684.0202 6 
Colorado  $50,254.00  18 $2.8068 29 
Connecticut  $63,363.00  3 $0.0000 44.5 
Delaware  $61,271.00  7 $0.0000 44.5 
Florida  $37,790.00  42 $22.0358 22 
Georgia  $41,904.00  33 $0.0000 44.5 
Hawaii  $49,333.00  19 $0.0000 44.5 
Idaho  $34,102.00  49 $120.4359 15 
Illinois  $52,018.00  12 $5.5559 27 
Indiana  $42,903.00  32 $1.2121 33 
Iowa  $48,319.00  20 $0.0000 44.5 
Kansas  $45,101.00  27 $70.1120 17 
Kentucky  $38,125.00  41 $45.4750 20 
Louisiana  $46,850.00  23 $3,204.7204 5 
Maine  $37,784.00  43 $0.0000 44.5 
Maryland  $53,704.00  10 $0.4992 35 
Massachusetts  $61,863.00  5 $8.3641 25 
Michigan  $40,226.00  38 $14.6044 23 
Minnesota  $51,615.00  14 $0.5524 34 
Mississippi  $31,862.00  50 $308.1267 11 
Missouri  $41,807.00  35 $170.5256 13 
Montana  $37,767.00  44 $766.8232 8 
Nebraska  $50,974.00  16 $3.8736 28 
Nevada  $43,307.00  29 $190.6900 12 
New Hampshire  $48,293.00  21 $0.0000 44.5 
New Jersey  $55,978.00  8 $0.0000 44.5 
New Mexico  $39,114.00  39 $8,467.0052 2 
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New York  $62,742.00  4 $0.2581 36 
North Carolina  $43,159.00  31 $0.0029 44.5 
North Dakota  $64,618.00  2 $6,306.3709 3 
Ohio  $44,425.00  28 $13.8888 24 
Oklahoma  $40,664.00  37 $1,178.5841 7 
Oregon  $51,121.00  15 $7.0198 26 
Pennsylvania  $46,293.00  25 $2.7574 30 
Rhode Island  $46,604.00  24 $0.0000 44.5 
South Carolina  $35,563.00  47 $0.1737 37 
South Dakota  $47,190.00  22 $49.6674 18 
Tennessee  $41,283.00  36 $0.0000 44.5 
Texas  $50,670.00  17 $124.7899 14 
Utah  $41,890.00  34 $5,485.4328 4 
Vermont  $43,273.00  30 $0.0000 44.5 
Virginia  $51,933.00  13 $2.1550 31 
Washington  $53,718.00  9 $1.7102 32 
West Virginia  $34,347.00  48 $33.6275 21 
Wisconsin  $45,429.00  26 $0.0000 44.5 
Wyoming  $61,477.00  6 $22,297.2762 1 
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Table 4.5 
Per Capita Gross State Product Rank and  

Natural Resource Revenue Per Square Mile Rank 
Ordered by Per Capita Gross State Product Rank 
State Rank of Per 

Capita Gross 
State Product 

Rank of 
Natural 
Resource 
Revenue 
Per Square 
Mile 

Alaska 1 19 
North Dakota 2 3 
Connecticut 3 44.5 
New York 4 36 
Massachusetts 5 25 
Wyoming 6 1 
Delaware 7 44.5 
New Jersey 8 44.5 
Washington 9 32 
Maryland 10 35 
California 11 6 
Illinois 12 27 
Virginia 13 31 
Minnesota 14 34 
Oregon 15 26 
Nebraska 16 28 
Texas 17 14 
Colorado 18 29 
Hawaii 19 44.5 
Iowa 20 44.5 
New Hampshire 21 44.5 
South Dakota 22 18 
Louisiana 23 5 
Rhode Island 24 44.5 
Pennsylvania 25 30 
Wisconsin 26 44.5 
Kansas 27 17 
Ohio 28 24 
Nevada 29 12 
Vermont 30 44.5 
North Carolina 31 44.5 
Indiana 32 33 
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Georgia 33 44.5 
Utah 34 4 
Missouri 35 13 
Tennessee 36 44.5 
Oklahoma 37 7 
Michigan 38 23 
New Mexico 39 2 
Arizona 40 10 
Kentucky 41 20 
Florida 42 22 
Maine 43 44.5 
Montana 44 8 
Alabama 45 9 
Arkansas 46 16 
South Carolina 47 37 
West Virginia 48 21 
Idaho 49 15 
Mississippi 50 11 
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Table 4.6 
Correlation between Per Capita Gross State Product  

and Natural Resource Revenue Per Square Mile 
 

Per Capita Gross State Product 

 N rs p 

Natural Resource Revenue 
Per Square Mile  

 

50 -.213 .138 
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Research sub-Question #1.3: Is there a correlation between per capita Gross State 

Product and market share of tourism? 

Data was analyzed to determine if there was a significant correlation between per 

capita Gross State Product and market share of tourism. States were ranked according to 

the reported per capita Gross State Product for 2012. States were also ranked according to 

the market share of tourism for the state for the same year, as seen in Table 4.7 and 4.8.  

The significance of the relationship between per capita Gross State Product and 

market share of tourism was then analyzed using a Spearman rs Correlation with an alpha 

level of .05. Table 4.9 shows there was a negative correlation between Per Capita Gross 

State Product and Market Share of Tourism, but it was not statistically significant  

(rs(50) = -.035, p =.812). 
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Table 4.7 
Value and Rank of Per Capita Gross State Product and  

Value and Rank of Market Share of Tourism 
Ordered alphabetically by state 

State Per Capita 
Gross State 
Product  

Rank of Per 
Capita Gross 
State Product 

Market Share 
of Tourism 

Rank of 
Market Share 
of Tourism 

Alabama  $36,750.00  45 0.30% 33 
Alaska  $70,804.00  1 0.10% 42 
Arizona  $38,895.00  40 1.80% 13 
Arkansas  $35,924.00  46 0.10% 42 
California  $52,724.00  11 18.60% 3 
Colorado  $50,254.00  18 2.00% 12 
Connecticut  $63,363.00  3 0.70% 21 
Delaware  $61,271.00  7 0.10% 42 
Florida  $37,790.00  42 23.20% 2 
Georgia  $41,904.00  33 2.50% 10 
Hawaii  $49,333.00  19 10.50% 4 
Idaho  $34,102.00  49 0.07% 47.5 
Illinois  $52,018.00  12 4.10% 7 
Indiana  $42,903.00  32 0.40% 30 
Iowa  $48,319.00  20 0.20% 35.5 
Kansas  $45,101.00  27 0.50% 25.5 
Kentucky  $38,125.00  41 0.40% 30 
Louisiana  $46,850.00  23 0.70% 21 
Maine  $37,784.00  43 0.10% 42 
Maryland  $53,704.00  10 0.60% 23 
Massachusetts  $61,863.00  5 3.30% 8 
Michigan  $40,226.00  38 1.00% 17 
Minnesota  $51,615.00  14 0.50% 25.5 
Mississippi  $31,862.00  50 0.10% 42 
Missouri  $41,807.00  35 0.40% 30 
Montana  $37,767.00  44 0.10% 42 
Nebraska  $50,974.00  16 0.20% 35.5 
Nevada  $43,307.00  29 7.90% 5 
New Hampshire  $48,293.00  21 0.10% 42 
New Jersey  $55,978.00  8 2.20% 11 
New Mexico  $39,114.00  39 0.10% 42 
New York  $62,742.00  4 28.70% 1 
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North Carolina  $43,159.00  31 1.20% 15 
North Dakota  $64,618.00  2 0.07% 47.5 
Ohio  $44,425.00  28 0.90% 18 
Oklahoma  $40,664.00  37 0.40% 30 
Oregon  $51,121.00  15 0.50% 25.5 
Pennsylvania  $46,293.00  25 2.70% 9 
Rhode Island  $46,604.00  24 0.20% 35.5 
South Carolina  $35,563.00  47 0.40% 30 
South Dakota  $47,190.00  22 0.02% 49.5 
Tennessee  $41,283.00  36 1.10% 16 
Texas  $50,670.00  17 4.80% 6 
Utah  $41,890.00  34 0.70% 21 
Vermont  $43,273.00  30 0.20% 35.5 
Virginia  $51,933.00  13 0.90% 18 
Washington  $53,718.00  9 1.40% 14 
West Virginia  $34,347.00  48 0.02% 49.5 
Wisconsin  $45,429.00  26 0.50% 25.5 
Wyoming  $61,477.00  6 0.10% 42 
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Table 4.8 
Per Capita Gross State Product Rank and Market Share of Tourism Rank 

Ordered by Per Capita Gross State Product Rank 
State Rank of Per 

Capita Gross 
State Product 

Rank of 
Market 
Share of 
Tourism 

Alaska 1 42 
North Dakota 2 47.5 
Connecticut 3 21 
New York 4 1 
Massachusetts 5 8 
Wyoming 6 42 
Delaware 7 42 
New Jersey 8 11 
Washington 9 14 
Maryland 10 23 
California 11 3 
Illinois 12 7 
Virginia 13 18 
Minnesota 14 25.5 
Oregon 15 25.5 
Nebraska 16 35.5 
Texas 17 6 
Colorado 18 12 
Hawaii 19 4 
Iowa 20 35.5 
New Hampshire 21 42 
South Dakota 22 49.5 
Louisiana 23 21 
Rhode Island 24 35.5 
Pennsylvania 25 9 
Wisconsin 26 25.5 
Kansas 27 25.5 
Ohio 28 18 
Nevada 29 5 
Vermont 30 35.5 
North Carolina 31 15 
Indiana 32 30 
Georgia 33 10 
Utah 34 21 
Missouri 35 30 
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Tennessee 36 16 
Oklahoma 37 30 
Michigan 38 17 
New Mexico 39 42 
Arizona 40 13 
Kentucky 41 30 
Florida 42 2 
Maine 43 42 
Montana 44 42 
Alabama 45 33 
Arkansas 46 42 
South Carolina 47 30 
West Virginia 48 49.5 
Idaho 49 47.5 
Mississippi 50 42 
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Table 4.9 
Correlation between Per Capita Gross State Product and Market Share of Tourism 

 
Per Capita Gross State Product 

 N rs p 

Market Share of Tourism  
 
 

50 -.035 .812 
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Table 4.10 shows the rank of all four categories, Per Capita Gross State Product, 

State Educational Attainment, Natural Resources Revenue Per Square Mile, and Market 

Share of Tourism, all combined into one table. The table is ordered by Per Capita Gross 

State Product Rank. The table is also color coded to provide a visual summary of all four 

categories.  

States that rank with in the top 10 (i.e. the 80th percentile) are colored green. 

States that rank in the bottom 10 (i.e. the 20th percentile) are coded red. States in between 

the two other categories are coded in yellow. Two categories, Resources Revenue Per 

Square Mile and Market Share of Tourism, have more than 10 states coded red due to 

duplicated data within the lower ranking states. For natural resources in particular, a code 

of red collates with no revenue reported from natural resources to the Office of Natural 

Resources Revenue. 
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Table 4.10 
Per Capita Gross State Product Rank, State Educational Attainment Rank, Natural 

Resources Revenue Per Square Mile Rank, and Market Share of Tourism Rank 
Ordered by Per Capita Gross State Product Rank 

State Rank of Per 
Capita Gross 
State Product  

Rank of 
State 
Educational 
Attainment 

Rank of 
Natural 
Resources 
Revenue Per 
Square Mile 

Rank of 
Market 
Share of 
Tourism 

Alaska 1 9 19 42 
North Dakota 2 6 3 47.5 
Connecticut 3 19 44.5 21 
New York 4 35 36 1 
Massachusetts 5 18 25 8 
Wyoming 6 1 1 42 
Delaware 7 27 44.5 42 
New Jersey 8 25 44.5 11 
Washington 9 17 32 14 
Maryland 10 21 35 23 
California 11 48 6 3 
Illinois 12 30 27 7 
Virginia 13 28 31 18 
Minnesota 14 2 34 25.5 
Oregon 15 20 26 25.5 
Nebraska 16 12 28 35.5 
Texas 17 50 14 6 
Colorado 18 16 29 12 
Hawaii 19 7 44.5 4 
Iowa 20 8 44.5 35.5 
New Hampshire 21 5 44.5 42 
South Dakota 22 14 18 49.5 
Louisiana 23 47 5 21 
Rhode Island 24 34 44.5 35.5 
Pennsylvania 25 24 30 9 
Wisconsin 26 13 44.5 25.5 
Kansas 27 15 17 25.5 
Ohio 28 26 24 18 
Nevada 29 41 12 5 
Vermont 30 3 44.5 35.5 
North Carolina 31 37 44.5 15 
Indiana 32 31 33 30 
Georgia 33 40 44.5 10 
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Utah 34 11 4 21 
Missouri 35 29 13 30 
Tennessee 36 38 44.5 16 
Oklahoma 37 32 7 30 
Michigan 38 22 23 17 
New Mexico 39 44 2 42 
Arizona 40 36 10 13 
Kentucky 41 45 20 30 
Florida 42 33 22 2 
Maine 43 10 44.5 42 
Montana 44 4 8 42 
Alabama 45 46 9 33 
Arkansas 46 43 16 42 
South Carolina 47 39 37 30 
West Virginia 48 42 21 49.5 
Idaho 49 23 15 47.5 
Mississippi 50 49 11 42 
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Table 4.11 shows the results of all three rs Correlations calculated from research 

sub-questions 1.1 through 1.3. A Spearman rs Correlation calculates the direction and the 

magnitude of a rank correlation. The direction is either positive, for a direct relationship, 

or negative, for an inverse relationship. The magnitude of the relationship is determined 

by the results, which will be between +1 and -1, with the strength of the correlation 

determined by values closer to either +1 or -1 based on the correlations direction 

(Archambault, 2002). 
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Table 4.11 
Spearman rho Correlation for Per Capita Gross State Product and  

State Educational Attainment, Natural Resources Revenue Per Square Mile, and  
Market Share of Tourism 

 Per Capita Gross State Product 

 N rs p 

State Educational Attainment 50 .395 .005 

Natural Resources Revenue Per 
Square Mile 
 

50 -.213 .138 

Market Share of Tourism  
 

50 -.035 .812 
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Research Question #2: Is there a correlation between percentage of educational 

expenditures funded by the state and the educational attainment within that state? 

Data was analyzed to determine if there was a significant correlation between 

percentage of educational expenditures funded by the state and educational attainment 

within that state. States were ranked according to the reported percentage of educational 

expenditures funded by the state for 2012. States were also ranked according to the 

educational attainment within that state for the same year, as seen in Table 4.12 and 4.13.  

The significance of the relationship between percentage of educational 

expenditures funded by the state and educational attainment within that state was then 

analyzed using a Spearman rs Correlation with an alpha level of .05. Table 4.14 shows 

there was not statistically significant correlation between the percentage of educational 

expenditures funded by the state and educational attainment within that state  

(rs(50) = .016, p = .911). 
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Table 4.12 
Value and Rank of Percentage of Educational Expenditures funded by the State 

 and Value and Rank of State Educational Attainment 
Ordered alphabetically by state 

State Percentage of 
Educational 
Expenditures 
funded by the 
State 

Rank of 
Percentage of 
Educational 
Expenditures 
funded by the 
State 

State 
Educational 
Attainment  

Rank of State 
Educational 
Attainment 

Alabama 55.3% 15 82.42% 46 
Alaska 63.3% 5 90.28% 9 
Arizona 36.2% 43 84.75% 36 
Arkansas 74.2% 3 83.27% 43 
California 54.7% 16 81.32% 48 
Colorado 43.2% 31 89.15% 16 
Connecticut 37.9% 41.5 88.75% 19 
Delaware 60.1% 9 87.04% 27 
Florida 36.1% 45.5 85.38% 33 
Georgia 42.5% 32.5 83.76% 40 
Hawaii 85.3% 2 90.37% 7 
Idaho 62.5% 7 88.14% 23 
Illinois 34.8% 48 86.72% 30 
Indiana 61.5% 8 86.20% 31 
Iowa 44.4% 28 90.37% 8 
Kansas 56.5% 13 89.17% 15 
Kentucky 54.5% 17 82.59% 45 
Louisiana 42.5% 32.5 81.81% 47 
Maine 39.6% 39 90.27% 10 
Maryland 43.5% 30 88.22% 21 
Massachusetts 39.7% 37.5 89.03% 18 
Michigan 55.4% 14 88.22% 22 
Minnesota 63.1% 6 91.27% 2 
Mississippi 49.2% 24 80.99% 49 
Missouri 41.4% 35 86.81% 29 
Montana 47.2% 25 91.01% 4 
Nebraska 31.6% 49 89.93% 12 
Nevada 59.2% 11 83.57% 41 
New Hampshire 36% 46 90.98% 5 
New Jersey 39.1% 40 87.74% 25 
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New Mexico 68.4% 4 82.72% 44 
New York 39.7% 37.5 84.95% 35 
North Carolina 59.8% 10 84.24% 37 
North Dakota 50.5% 21 90.59% 6 
Ohio 42.4% 34 87.73% 26 
Oklahoma 49.3% 23 85.64% 32 
Oregon 50% 22 88.61% 20 
Pennsylvania 36.1% 45.5 88.10% 24 
Rhode Island 35.5% 47 85.32% 34 
South Carolina 45.5% 26 83.76% 39 
South Dakota 30.5% 50 89.26% 14 
Tennessee 44.9% 27 83.99% 38 
Texas 39.8% 36 80.77% 50 
Utah 51.2% 19 89.94% 11 
Vermont 87.3% 1 91.21% 3 
Virginia 37.9% 41.5 86.95% 28 
Washington 59% 12 89.12% 17 
West Virginia 50.9% 20 83.46% 42 
Wisconsin 44.1% 29 89.79% 13 
Wyoming 51.3% 18 91.33% 1 
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Table 4.13 
Percentage of Educational Expenditures funded by the State Rank  

and State Educational Attainment Rank 
Ordered by Percentage of Educational Expenditures funded by the State Rank  

State Rank of 
Percentage 
of 
Educational 
Expenditures 
funded by 
the State 

Rank of 
State 
Educational 
Attainment 

Vermont 1 3 
Hawaii 2 7 
Arkansas 3 43 
New Mexico 4 44 
Alaska 5 9 
Minnesota 6 2 
Idaho 7 23 
Indiana 8 31 
Delaware 9 27 
North Carolina 10 37 
Nevada 11 41 
Washington 12 17 
Kansas 13 15 
Michigan 14 22 
Alabama 15 46 
California 16 48 
Kentucky 17 45 
Wyoming 18 1 
Utah 19 11 
West Virginia 20 42 
North Dakota 21 6 
Oregon 22 20 
Oklahoma 23 32 
Mississippi 24 49 
Montana 25 4 
South Carolina 26 39 
Tennessee 27 38 
Iowa 28 8 
Wisconsin 29 13 
Maryland 30 21 
Colorado 31 16 
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Georgia 32.5 40 
Louisiana 32.5 47 
Ohio 34 26 
Missouri 35 29 
Texas 36 50 
Massachusetts 37.5 18 
New York 37.5 35 
Maine 39 10 
New Jersey 40 25 
Connecticut 41.5 19 
Virginia 41.5 28 
Arizona 43 36 
Florida 45.5 33 
Pennsylvania 45.5 24 
New Hampshire 46 5 
Rhode Island 47 34 
Illinois 48 30 
Nebraska 49 12 
South Dakota 50 14 
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Table 4.14 
Correlation between Percentage of Educational Expenditures Funded by the State 

and Educational Attainment within that State 
  

Percentage of Educational Expenditures 
Funded by the State 

 N rs p 

Educational Attainment 
within that State 

 

50 .016 .911 
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Research Question #3: Is there a correlation between percentage of educational 

expenditures funded by the state and the Real Per Capita Personal Income Dollars within 

that state? 

Data was analyzed to determine if there was a significant correlation between 

percentage of educational expenditures funded by the state and the Real Per Capita 

Personal Income Dollars within that state. States were ranked according to the reported 

percentage of educational expenditures funded by the state for 2012. States were also 

ranked according to the Real Per Capita Personal Income Dollars within that state for the 

same year, as seen in Table 4.15 and 4.16.  

The significance of the relationship between percentage of educational 

expenditures funded by the state and the Real Per Capita Personal Income Dollars within 

that state was then analyzed using a Spearman rs Correlation with an alpha level of .05. 

Table 4.17 shows there was a statistically significant-negative correlation between the 

percentage of educational expenditures funded by the state and Real Per Capita Personal 

Income Dollars within that state (rs (50) = -.328, p = .020). 
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Table 4.15 
Value and Rank of Percentage of Educational Expenditures funded by the State 

 and Value and Rank of Real Per Capita Personal Income Dollars 
Ordered alphabetically by state 

State Percentage of 
Educational 
Expenditures 
funded by the 
State 

Rank of 
Percentage of 
Educational 
Expenditures 
funded by the 
State 

Real Per 
Capita 
Personal 
Income Dollars 

Rank of Real 
Per Capita 
Personal 
Income Dollars 

Alabama 55.3% 15  $35,942  43 
Alaska 63.3% 5  $49,906  9 
Arizona 36.2% 43  $36,624  41 
Arkansas 74.2% 3  $36,423  42 
California 54.7% 16  $47,505  11 
Colorado 43.2% 31  $46,315  14 
Connecticut 37.9% 41.5  $60,223  1 
Delaware 60.1% 9  $44,031  22 
Florida 36.1% 45.5  $41,041  28 
Georgia 42.5% 32.5  $37,229  40 
Hawaii 85.3% 2  $44,578  20 
Idaho 62.5% 7  $35,142  48 
Illinois 34.8% 48  $46,009  16 
Indiana 61.5% 8  $38,136  39 
Iowa 44.4% 28  $44,014  23 
Kansas 56.5% 13  $43,380  24 
Kentucky 54.5% 17  $35,857  45 
Louisiana 42.5% 32.5  $40,617  29 
Maine 39.6% 39  $39,863  32 
Maryland 43.5% 30  $53,659  6 
Massachusetts 39.7% 37.5  $56,713  2 
Michigan 55.4% 14  $38,585  37 
Minnesota 63.1% 6  $47,377  12 
Mississippi 49.2% 24  $33,446  50 
Missouri 41.4% 35  $39,933  31 
Montana 47.2% 25  $39,142  35 
Nebraska 31.6% 49  $45,914  17 
Nevada 59.2% 11  $39,229  34 
New Hampshire 36% 46  $50,056  8 
New Jersey 39.1% 40  $54,932  4 
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New Mexico 68.4% 4  $35,805  46 
New York 39.7% 37.5  $54,099  5 
North Carolina 59.8% 10  $38,538  38 
North Dakota 50.5% 21  $56,310  3 
Ohio 42.4% 34  $40,230  30 
Oklahoma 49.3% 23  $41,399  27 
Oregon 50% 22  $39,258  33 
Pennsylvania 36.1% 45.5  $45,577  19 
Rhode Island 35.5% 47  $46,257  15 
South Carolina 45.5% 26  $35,347  47 
South Dakota 30.5% 50  $45,676  18 
Tennessee 44.9% 27  $39,002  36 
Texas 39.8% 36  $43,271  25 
Utah 51.2% 19  $35,891  44 
Vermont 87.3% 1  $44,443  21 
Virginia 37.9% 41.5  $48,715  10 
Washington 59% 12  $47,055  13 
West Virginia 50.9% 20  $35,140  49 
Wisconsin 44.1% 29  $42,475  26 
Wyoming 51.3% 18  $52,469  7 
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Table 4.16 
Percentage of Educational Expenditures funded by the State Rank  

and Real Per Capita Personal Income Dollars Rank 
Ordered by Percentage of Educational Expenditures funded by the State Rank  

State Rank of 
Percentage 
of 
Educational 
Expenditures 
funded by 
the State 

Rank of 
Real Per 
Capita 
Personal 
Income 
Dollars 

Vermont 1 21 
Hawaii 2 20 
Arkansas 3 42 
New Mexico 4 46 
Alaska 5 9 
Minnesota 6 12 
Idaho 7 48 
Indiana 8 39 
Delaware 9 22 
North Carolina 10 38 
Nevada 11 34 
Washington 12 13 
Kansas 13 24 
Michigan 14 37 
Alabama 15 43 
California 16 11 
Kentucky 17 45 
Wyoming 18 7 
Utah 19 44 
West Virginia 20 49 
North Dakota 21 3 
Oregon 22 33 
Oklahoma 23 27 
Mississippi 24 50 
Montana 25 35 
South Carolina 26 47 
Tennessee 27 36 
Iowa 28 23 
Wisconsin 29 26 
Maryland 30 6 
Colorado 31 14 
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Georgia 32.5 40 
Louisiana 32.5 29 
Ohio 34 30 
Missouri 35 31 
Texas 36 25 
Massachusetts 37.5 2 
New York 37.5 5 
Maine 39 32 
New Jersey 40 4 
Connecticut 41.5 1 
Virginia 41.5 10 
Arizona 43 41 
Florida 45.5 28 
Pennsylvania 45.5 19 
New Hampshire 46 8 
Rhode Island 47 15 
Illinois 48 16 
Nebraska 49 17 
South Dakota 50 18 

 

	 	



 

	

132 

Table 4.17 
Correlation between Percentage of Educational Expenditures Funded by the State 

and Real Per Capita Personal Income Dollars 
  

Percentage of Educational Expenditures 
Funded by the State 

 N rs p 

Real Per Capita Personal 
Income Dollars 

 

50 -.328 .020 
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Research Question #4: Is there a correlation between percentage of educational 

expenditures funded by the state and the per capita Gross State Product? 

Data was analyzed to determine if there was a significant correlation between 

percentage of educational expenditures funded by the state and the per capita Gross State 

Product. States were ranked according to the reported percentage of educational 

expenditures funded by the state for 2012. States were also ranked according to the per 

capita Gross State Product for the same year, as seen in Table 4.18 and 4.19.  

The significance of the relationship between percentage of educational 

expenditures funded by the state and per capita Gross State Product was then analyzed 

using a Spearman rs Correlation with an alpha level of .05. Table 4.20 shows there was a 

negative correlation between the percentage of educational expenditures funded by the 

state and per capita Gross State Product, but it was not statistically significant  

(rs (50) = -.170, p = .239). 
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Table 4.18 
Value and Rank of Percentage of Educational Expenditures funded by the State 

 and Value and Rank of Per Capita Gross State Product 
Ordered alphabetically by state 

State Percentage of 
Educational 
Expenditures 
funded by the 
State 

Rank of 
Percentage of 
Educational 
Expenditures 
funded by the 
State 

Per Capita 
Gross State 
Product  

Rank of Per 
Capita Gross 
State Product 

Alabama 55.3% 15  $36,750  45 
Alaska 63.3% 5  $70,804  1 
Arizona 36.2% 43  $38,895  40 
Arkansas 74.2% 3  $35,924  46 
California 54.7% 16  $52,724  11 
Colorado 43.2% 31  $50,254  18 
Connecticut 37.9% 41.5  $63,363  3 
Delaware 60.1% 9  $61,271  7 
Florida 36.1% 45.5  $37,790  42 
Georgia 42.5% 32.5  $41,904  33 
Hawaii 85.3% 2  $49,333  19 
Idaho 62.5% 7  $34,102  49 
Illinois 34.8% 48  $52,018  12 
Indiana 61.5% 8  $42,903  32 
Iowa 44.4% 28  $48,319  20 
Kansas 56.5% 13  $45,101  27 
Kentucky 54.5% 17  $38,125  41 
Louisiana 42.5% 32.5  $46,850  23 
Maine 39.6% 39  $37,784  43 
Maryland 43.5% 30  $53,704  10 
Massachusetts 39.7% 37.5  $61,863  5 
Michigan 55.4% 14  $40,226  38 
Minnesota 63.1% 6  $51,615  14 
Mississippi 49.2% 24  $31,862  50 
Missouri 41.4% 35  $41,807  35 
Montana 47.2% 25  $37,767  44 
Nebraska 31.6% 49  $50,974  16 
Nevada 59.2% 11  $43,307  29 
New Hampshire 36% 46  $48,293  21 
New Jersey 39.1% 40  $55,978  8 
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New Mexico 68.4% 4  $39,114  39 
New York 39.7% 37.5  $62,742  4 
North Carolina 59.8% 10  $43,159  31 
North Dakota 50.5% 21  $64,618  2 
Ohio 42.4% 34  $44,425  28 
Oklahoma 49.3% 23  $40,664  37 
Oregon 50% 22  $51,121  15 
Pennsylvania 36.1% 45.5  $46,293  25 
Rhode Island 35.5% 47  $46,604  24 
South Carolina 45.5% 26  $35,563  47 
South Dakota 30.5% 50  $47,190  22 
Tennessee 44.9% 27  $41,283  36 
Texas 39.8% 36  $50,670  17 
Utah 51.2% 19  $41,890  34 
Vermont 87.3% 1  $43,273  30 
Virginia 37.9% 41.5  $51,933  13 
Washington 59% 12  $53,718  9 
West Virginia 50.9% 20  $34,347  48 
Wisconsin 44.1% 29  $45,429  26 
Wyoming 51.3% 18  $61,477  6 
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Table 4.19 
Percentage of Educational Expenditures funded by the State Rank  

and Per Capita Gross State Product Rank 
Ordered by Percentage of Educational Expenditures funded by the State Rank  

State Rank of 
Percentage 
of 
Educational 
Expenditures 
funded by 
the State 

Rank of Per 
Capita 
Gross State 
Product 

Vermont 1 30 
Hawaii 2 19 
Arkansas 3 46 
New Mexico 4 39 
Alaska 5 1 
Minnesota 6 14 
Idaho 7 49 
Indiana 8 32 
Delaware 9 7 
North Carolina 10 31 
Nevada 11 29 
Washington 12 9 
Kansas 13 27 
Michigan 14 38 
Alabama 15 45 
California 16 11 
Kentucky 17 41 
Wyoming 18 6 
Utah 19 34 
West Virginia 20 48 
North Dakota 21 2 
Oregon 22 15 
Oklahoma 23 37 
Mississippi 24 50 
Montana 25 44 
South Carolina 26 47 
Tennessee 27 36 
Iowa 28 20 
Wisconsin 29 26 
Maryland 30 10 
Colorado 31 18 
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Georgia 32.5 33 
Louisiana 32.5 23 
Ohio 34 28 
Missouri 35 35 
Texas 36 17 
Massachusetts 37.5 5 
New York 37.5 4 
Maine 39 43 
New Jersey 40 8 
Connecticut 41.5 3 
Virginia 41.5 13 
Arizona 43 40 
Florida 45.5 42 
Pennsylvania 45.5 25 
New Hampshire 46 21 
Rhode Island 47 24 
Illinois 48 12 
Nebraska 49 16 
South Dakota 50 22 
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Table 4.20 

Correlation between Percentage of Educational Expenditures Funded by the State 
and Per Capita Gross State Product 

 
Percentage of Educational Expenditures 

Funded by the State 
 N rs p 

Per Capita Gross State 
Product 

 

50 -.170 .239 
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CHAPTER FIVE 

CONCLUSIONS AND DISCUSSION 

 While the agreement on the idea of a public education system in the 

United States predates the establishment of the country itself (Pulliam & Patten, 2003), 

theories on how to pay for it have been continually contended (Brimley, Garfield, & 

Verstegen, 2012). This debate persists today, as state policymakers cut funding to balance 

budgets, forcing schools to make up for this loss in funding by either generating more tax 

revenue at the local level or making cuts themselves (Leachman, Albares, Masterson, & 

Wallace, 2016).  Other policymakers have decided to under-fund education because they 

see other industries as being more economically solvent and wish to increase financial aid 

in these areas (Oliff, 2012). 

President Obama attempted to shift this paradigm during his tenure as president, 

insisting that education was the key to future economic prosperity (The White House, 

2014). He also continually increased educational funding during his term (President's 

2015 Budget Proposal for Education; President's 2014 Budget Request for the U.S. 

Department of Education; Perez, 2012) and promoted the economic impact education can 

make (The White House, 2014).   

Purpose of the Study 

The purpose of this study was to explore if there is a relationship between 

educational attainment and the economy at the state level. It also examined the 

relationship between educational expenditures and the economy at the state level. It was 

hoped that showing strong correlations between education and the economy could have 

some influence on policymakers to make more educated decisions on school finance 
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policy as well as to develop a deeper dialog among educators, taxpayers, and 

policymakers on the economic importance of education.   

The research was conducted via a quantitative study using data previous collected 

by other institutions that were scaled in order to allow statistics to be comparable. Four 

research questions were examined:  

Research Question #1: Is there a correlation between per capita Gross State 

Product and educational attainment, natural resource revenue per square mile, and market 

share of tourism? 

Research Question #2: Is there a correlation between percentage of educational 

expenditures funded by the state and the educational attainment within that state? 

Research Question #3: Is there a correlation between percentage of educational 

expenditures funded by the state and the Real Per Capita Personal Income Dollars within 

that state? 

Research Question #4: Is there a correlation between percentage of educational 

expenditures funded by the state and the per capita Gross State Product? 

Factors for analysis were ranked by state and then analyzed using a Spearman rs 

Correlation with an alpha level of .05 for all four questions. 

Conclusions 

 Question #1 determined the strength of the correlation between per capita Gross 

State Product and educational attainment, natural resource revenue per square mile, and 

market share of tourism. Gross state product measures the economic health of a state 

(Weber, 1979), therefore this question determined if development in education, natural 

resource extraction, or tourism were correlated with a healthier state economy.  
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A Spearman rs Correlation was used, thus allowing the correlations to also be 

compared to determine which area of development (i.e. education, natural resources, or 

tourism) was most correlated with a healthy state economy, with the implication being 

that the area of development with the strongest Spearman rs Correlation being the one 

that states should also optimize out of the three for greater economic prosperity.  

Of the three areas for development only educational attainment had a statistically 

significant correlation to Gross State Product (rs(50) = .395, p =.005), as seen in Table 

4.11. This means that states with greater educational attainment also have larger per 

capita Gross State products.  

Natural resources and tourism did not have statistically significant correlations to 

Gross State Product. In fact, both actually had inverse relationships with Gross State 

Product, with Natural Resource Revenue Per Square Mile rs(50) = -.213 (p =.138) and 

Market Share of Tourism rs(50) = -.035 (p =.812). Even though both relationships were 

not statistically significant, an inverse relationship suggests states with higher Natural 

Resource revenue or tourism are correlated with lower Gross State Products. Or stated 

differently, states that have more natural resources or more tourism have less healthy 

economies than those with lower natural resources or less tourism.  

Visually this can be seen in Table 4.10. The table is also color coded to provide a 

visual summary of all four categories. States that rank with in the top 10 (i.e. the 80th 

percentile) are colored green. States that rank in the bottom 10 (i.e. the 20th percentile) 

are coded red. States in between the two other categories (i.e higher than the 20th 

percentile but below the 80th percentile) are coded in yellow.  
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Two categories, Resources Revenue Per Square Mile and Market Share of 

Tourism, have more than 10 states coded red due to duplicate data within the lower 

ranking states. For natural resources in particular, a code of red collates with no revenue 

reported from natural resources to the Office of Natural Resources Revenue. 

The states listed at the top of the table are those that have the greatest Gross State 

Product and are color-coded green in the “Rank of Per Capita Gross State Product” 

column. It shows how these states all rank above the 20th percentile in educational 

attainment.  

Conversely many of the top ten states according to Gross State Product rank 

below the 20th percentile in Natural Resources revenue and/or tourism. These are color-

coded red in the “Rank of Natural Resources Revenue Per Square Mile” and the “Rank of 

Market Share of Tourism” column.  

Delaware in particular has one of the highest Per Capita Gross State Products but 

ranks below the 20th percentile in both Natural Resources Revenue Per Square Mile and 

Market Share of Tourism.  

Similar trends can also be seen when analyzing the states with the lowest Per 

Capita Gross State Product. These states can be found at the bottom of Table 4.10 and are 

color-coded red in the “Rank of Per Capita GSP” column. Half of these states also rank 

below the 20th percentile in educational attainment. However, almost all of these states 

rank above the 20th percentile in Natural Resource revenue. Many of these states also 

rank low in tourism, which is not surprising given the relatively low-non statistically 

significant relationship between Per Capita Gross State Product and Market Share of 

Tourism (rs(50) = -.035, p =.812). 
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Question #2 determined the strength of the correlation between percentage of 

educational expenditures funded by the state and the educational attainment within that 

state. Percentage of education expenditures funded by the state measures the ratio the 

state spends towards education compared to federal and local funding within the state.  

Educational attainment for this study measured the percentage of residents in the 

state who successful completed the K-12 educational system, i.e. the percentage of 

residents with at least a high school diploma. Therefore, question #2 analyzed whether 

states that provide greater support for education also had higher educational attainment 

rates.  

A Spearman rs Correlation determined there was not a statistically significant 

correlation between how states ranked for educational expenditures funded by the state 

and the rank of its educational attainment within that state (rs(50) = .016, p =.911), as 

seen in Table 4.14. Therefore, it was found that states that provide greater support for 

education were not significantly correlated with higher educational attainment rates.   

Question #3 determined the strength of the correlation between percentage of 

educational expenditures funded by the state and the Real Per Capita Personal Income 

Dollars within that state. Percentage of education expenditures funded by the state 

measures the ratio the state spends towards education compared to federal and local 

funding within the state.  

Real Per Capita Personal Income Dollars measures the purchasing power of 

wages and allows inflation-adjusted incomes to be compared across states (Aversa & 

Figuroa, 2015). Therefore, question #3 analyzed whether states that provide greater 

support for education also have greater comparative incomes.  
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A Spearman rs Correlation determined there was a statistically significant 

correlation between how states ranked for educational expenditures funded by the state 

and the rank Real Per Capita Personal Income Dollars within that state. (rs(50) =-

.328, p =.020), as seen in Table 4.17. However, the Spearman rank correlation coefficient 

was negative, suggesting there is an inverse relationship between percentage of 

educational expenditures funded by the state and the Real Per Capita Personal Income 

Dollars within that state. This means that states that provide greater support towards 

education actually have lower comparative incomes and vice versa.  

 As Baker, Green, & Richards (2008) argue that it is the states’ responsibility to 

subsidize education when local entities cannot afford to fund it on their own. Most states 

have funding formulas that provide more funding to areas with lower incomes 

(Leachman, & Mai, 2014). Therefore, this inverse relationship may be caused by the 

responsibility that Baker, Green, & Richards (2008) argue for, namely that states that 

have lower income are forced to provide more money towards education, because their 

residents would have a more difficult time in generating the funds via local tax revenue to 

properly fund their educational system.  

Local tax revenues are most often generated by property taxes, and areas with low 

incomes will also generally have lower property values, which in turn will also limit 

property taxes. States, however, have more means of taxation that are not as directly tired 

to residents’ income.  

The opposite may also be true, meaning states with higher incomes can have 

schools rely more heavily on local tax revenues because their residents have a greater 
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ability to pay these taxes, and thus the state does not have to take as much of an active 

role in providing equalization aid.  

Question #4 determined the strength of the correlation between percentage of 

educational expenditures funded by the state and the per capita Gross State Product. 

Percentage of education expenditures funded by the state measures the ratio the state 

spends towards education compared to federal and local funding within the state. Gross 

State Product measures the economic health of a state (Weber, 1979). Therefore, question 

#4 analyzed whether states that provide greater support for education also have healthier 

economies.  

A Spearman rs Correlation determined there was not a statistically significant 

correlation between how states ranked for educational expenditures funded by the state 

and the rank of the per capita Gross State Product (rs(50) = -.170, p =.239), as seen in 

Table 4.20. Therefore, it was found that states that provide greater support for education 

were not correlated with a healthier economy.  

Discussion 

 The results of the research as well as the conclusions previously provided were 

shared with current school finance policymakers. Their responses were gathered via 

personal interviews and implications were derived from these discussions. Policies and 

the opinions of other policymakers that support theses implications are also incorporated 

to provide clarification of the implications and even examples of these implications 

already in place in the United States.  
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Education is correlated to a healthier state economy 

 Question #1 found that educational attainment had a statistically significant 

correlation to per capita Gross State Product. This means that a more educated state also 

has a healthier state economy. Furthermore, of the three areas of development examined, 

educational attainment, natural resource revenue per square mile, and market share of 

tourism, only educational attainment had a significant correlation to the per capita Gross 

State Product.  

These results also mirror those found by National Education Association of the 

United States (1968), which was the inspiration behind the development of Research 

Question #1. In its study, the National Education Association of the United States found 

that countries with high natural resources, but low educational development had 

relatively low Gross National Products. While countries with high educational 

development and low natural resources experience a high Gross National Product.  

Table 4.10 shows that states with the highest Gross State Product also ranked high 

in educational attainment. Many of these same states, however ranked low in natural 

resources revenue and/or tourism. Table 4.10 also shows that states ranked low in Gross 

State Product also generally ranked low in educational attainment, even though many of 

these same states ranked high in natural resource revenues.  

Therefore, if states were making economical decisions which area of development 

to support, this study shows that education would be the better choice than natural 

resources or tourism.  Timothy J. Bartik (2016) Senior Economist at the W.E. Upjohn 

Institute for Employment Research, argues that economic development policy must 

consider what jobs pay and not focus solely on the number of jobs created.  
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Higher educational attainment is associated with greater earning potential 

(Psacharopoulos & Patrinos, 2004). Conversely, it has been found that while the tourism 

industry does provide a large number of jobs, these jobs are prominently associated with 

low wages (Lacher, 2012). The same is true within natural resources, with the workforce 

that extracts resources generally earning low wages (Boucher, 2007).  

Berger & Fisher (2013) claim that states can develop future economic success and 

shared prosperity by investing in education. They believe providing high quality 

education will do more to strengthen the overall state economy than anything else a state 

government can do. They contend by having a well-educated work force, the state attracts 

higher wage employers, which in turn benefits the states because a well-educated work 

force will also contribute more taxes over their lifetime.   

Therefore development in education can lead towards the creation of a workforce 

that can fill the jobs that Bartik (2016) argues states should pursue. Bartik (2016) goes on 

to claim that state economic development policy is really state labor market policy and 

that states can increase earnings per capita by increasing the quality of its labor supply, 

just as Berger & Fisher (2013) did. This is process often phrased as increasing human 

capital, which is also directly tied to increasing educational attainment (Kaplow, 2011). 

Implication for policy: the economic impact of education should be promoted 

more at the state level 

The economic returns of education are often publicized at a national level, 

particularly when federal policy is being promoted. Hanushek (2015), for example, has 

been referenced to promote national educational policy, as he found that a 25 point 

increase on the PISA would result in a net value of  $62 trillion dollars for the United 
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States, which is 3 times the national debt. The White House (2014) also touted the 

economic returns of education as key reasons to establish universal preschool in the US 

and to promote the President’s other educational initiatives.  

Sean Kelley, a lobbyist from Omaha, NE, that represents school districts within 

the state, says the topic of education in Nebraska, however, is not treated as an 

economical one. He states that the economical impact of education is rarely used within 

legislative committees, and instead the discussion in the state legislature surrounding 

state funding for education are more about property tax rates.  

He questioned if a consensus to raise educational funding could ever be reached 

in Nebraska because the priorities of rural versus urban are too divergent to come to a 

compromise (Sean Kelley, personal communication, October 14, 2016). By better 

promoting the economic impact of education, states could help bridge the gap between 

such conflicting groups by showing the financial benefit education has for everyone.  

Recently, Raise Your Hands for Kids, the fundraising and advocacy agency for 

the Alliance for Childhood Education, which is a non-profit, non-partisan coalition of 

business leaders committed to improving the education systems in Kansas and Missouri, 

promoted the economic returns of early childhood education (Curtis, 2016). They hope to 

pass an amendment that would increase funding by increasing taxes on tobacco products 

(Curtis, 2016).  On their website they advocate on both the social and the economical 

benefits that early childhood education has on everyone, just as the President did in 2014 

(Research, n.d). 

 Other states should follow Missouri’s example of promoting the economic 

importance of education, and research such as this study can help to extend this argument 
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beyond early childhood learning. Both policymakers and educators need to be more vocal 

in heralding the economic impact of education so that the public, i.e. ultimately those 

who control how education is funded, understands the impact education can make on the 

economy and therefore the impact the education of others can have on them.   

State funding should extend beyond its historical purpose as equalization aid 

 Cubberley (1905) argued that it is the states social responsibility to ensure 

equalized funding for education. Currently, one of the primary goals of state funding for 

education is to provide the equalization aid that Cubberley requested a century ago 

(Brimley, Garfield, & Verstegen, 2012). However, funding education at this minimal 

level, however, creates issues when there are fluctuations in the economy, as experience 

recently in the recent recession (Leachman, Albares, Masterson, & Wallace, 2016).  

When state aid is decreased, schools are forced to either raise additional revenue, 

via local taxes, or decrease costs by cut educational services. As a result,  “many states 

and school districts have identified as a priority reforms that would prepare children 

better for the future, such as improving teacher quality, reducing class sizes, and 

increasing student learning time.  Deep funding cuts hamper their ability to implement 

many of these reforms” (Leachman, Albares, Masterson, & Wallace, 2016, para. 10).   

Senator Kate Sullivan, State Senator for the 41st legislative district of Nebraska 

and current Chairperson of the Education Committee, observes that in Nebraska, the vast 

majority of school districts are financing their schools with predominately locally 

generated tax revenue. Therefore, she questions if the state is living up to its 

constitutional responsibility if state support is overshadowed by local support (K. 

Sullivan, personal communication, October 24, 2016).  
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Dr. Andrew Rikli, Superintendent for Papillion-La Vista Schools in Papillion, NE, 

suggests the fundamental questions of school finance are “is your system adequate and is 

it equitable”  (A. Rikli, personal communication, October 18, 2016). He believe, that with 

Nebraska’s ranking 49th in the country for state support of education, that there is an 

adequacy issue and that the state needs to increase spending on education. However, he 

acknowledges that increasing state aid overall will not address these issue. Dr. Rikil 

believes that an increase in funding that is “strategically allocated” is a vital element to 

improving Nebraska’s school funding adequacy issue (A. Rikli, personal communication, 

October 18, 2016). 

Implication for policy: state funding should be increased to support the 

economic impact of education 

 This study shows there is a statistically significant correlation between the health 

of a state’s economy and its educational attainment. Therefore, the state should use its 

funding to go beyond equalization aid, and begin to treat education as an economic 

development more.  

Hy (2000) contends that states can utilize education as an economic factor by 

either increasing state tax revenues, by taxing the additional income generated from 

greater educational attainment or this larger income pool can be used to actually lower 

the overall tax rate, if overall tax revenues can be kept stagnant.  

However, research shows that simply increasing overall educational funding does 

not directly lead to overall higher student achievement (De Pena, 2012). Furthermore, 

Senator Sullivan also believes that just asking for more money is not the path towards 

approval for increases in state funding (K. Sullivan, personal communication, October 
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24, 2016). She cautions that this is a mindset is not well received by policymakers nor by 

taxpayers. She says that both value education and that they want to continue to fund it, 

but they need to know specifically what is not being done that would better serve 

students. She believes discussing school finance in this manner shifts the conversation 

from simply increasing funding towards being more strategic about improving the system 

(K. Sullivan, personal communication, October 24, 2016). 

Thus, areas and practices that actually support educational attainment need to be 

identified and financially supported in order to maximize the economic returns of any 

additional investment.  

 This type of focused funding can be found in the US Department of Educations i3 

grants (U.S. Department of Education Press Office, 2014). The purpose of the i3 grants is 

to “expand the implementation of, and investment in, innovative practices that are 

demonstrated to have an impact on improving student achievement or student growth, 

closing achievement gaps, decreasing dropout rates, increasing high school graduation 

rates, or increasing college enrollment and completion rate” (Investing in Innovation 

Fund (i3), n.d., para. 2).  Secretary Arne Duncan believed, “these programs are changing 

the landscape of education in this country by supporting innovative ideas and scaling up 

what works" (U.S. Department of Education Press Office, 2014, para. 3). 

 States could create similar programs in order to provide additional financial 

support to the programs and practices that maximize the economic return of education. 

For this to be true, it would be essential that this funding be seen as a economic 

investment made by the states, which also incorporates the previous implication that the 
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economic impact of education should be promoted more at the state level, so states are 

willing to allocate this type of funding beyond what they already spend. 

 The Nebraska Department of Education is currently requesting such funds by 

submitting an Information Technology project proposal to the Nebraska Information 

Technology Commission. The proposal requests additional funding for investments in 

systems to improve data collections, data use, educational technology, and the 

efficiencies it would create to support schools (Blomstedt, 2016). Dr Blomstedt (2016), 

the Nebraska Commissioner of Education, explains that this funding would not be funded 

by TEEOSA dollars, the state’s equalization aid, and that additional revenue has been 

requested to fund this proposal, outside of the equalization aid provided by TEEOSA. 

The state could use a similar funding model to fund other identified best practices that 

increase the economic impact of education as well. 

 Senator Sullivan shares that students are always in the forefront of school finance 

legislation, but that policymakers have to keep taxpayers in mind as well (K. Sullivan, 

personal communication, October 24, 2016). She notes that increases in state aid would 

also require increases in state revenue. She states, “if we as a state are not funding 

education to the level we think we should and if our budget is already stretched, how do 

we decide to put more dollars into it?” She believes the answer will be finding additional 

state revenue from resources besides income and property taxes. However, she also 

believes that additional funding should come with additional accountability measures to 

ensure that this increased funding is being properly spent.   

Robert Zagozda, the Chief Financial Officer for Westside Community Schools of 

Omaha, NE, believes a rigorous evaluation system to properly identify best practices is a 
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key the future of educational funding. He argues that if states do not have the proper 

funding for education, then they must look for the “biggest bang” for their buck, and the 

only way to do that is through evaluation. He states, “we need to and want to spend 

money on what works and cut money on what does not work” (R. Zagozda, personal 

communication, October 12, 2016).  

He went on to share how this evaluation system is even more important in a state 

like Nebraska where the majority of taxes collected comes “out of someone’s wallet”. 

Other states, where there are more industries than there are in Nebraska, additional tax 

revenues can be generated with minimal impact on the people.  

Nebraska, he explains, does not have this luxury and therefore its taxpayers must 

get the “biggest bang” for its buck. With the use of more focused funding, similar to the 

i3 grants, Nebraska could amplify the “bang” made by its educational bucks.      

Educational and economical research should be incorporated more into the decision 

making process for school finance policy 

 Politics and litigation has been the historical driving force behind educational 

funding. The politics surrounding school funding are generally based on tax issues and 

where this tax revenue is generated, either locally or by the state. In Nebraska, rural 

versus urban priorities, and the tax policies that support, them have made the state school 

funding model in constant flux (A. Rikli, personal communication, April 12, 2013). 

 The litigation that helped to fuel the creation and refinement of state funding 

policy continues to plague many states, as they continue the diatribe of inequalities 

created by current funding policies and the interpretation of state mandates as it pertains 

to educational funding. Kansas, for instance has had the future of its school funding 



 

	

154 

recently locked in courts, with court ordered threats of shutting its educational system 

down, due to inequalities, looming as the litigation proceeds (Bosman, 2016).    

 Toby Baker (2016), a member of the House of Representatives from Mississippi, 

believes that future educational funding should be guided more by research, than political 

pressure and litigation. He proposes that state funding needs to have research or evidence 

based results, and that these results need to be clearly communicated to policymakers 

before any decisions are made and dollars are spent.  

 Senator Sullivan agrees, stating “it’s not good legislation if there isn’t research to 

support the issues that you’re trying to solve” (K. Sullivan, personal communication, 

October 24, 2016). She notes that aside from legal counsel providing reviews of research, 

expert testimony, which generally includes researchers, are included as a part of the 

legislative process.  

Baker (2016) believes this research should extend beyond the introduction of bills 

and argues that implementation, fidelity, and outcomes should all be measured to guide 

any future decisions, which he believes would allow agencies to alter their decisions 

based upon the results of this research. He believe this will lead to better decisions being 

made, better outcomes being achieved, and a paradigm shift in policymaking would 

occur.  

Implication for Research 

 Proper research will be needed in order to properly facilitate the culture shift that 

Baker (2016) proposes. This study found a statistically significant correlation between the 

health of a state’s economy, as measured by the Gross State Product, and the educational 

attainment within that state. However, additional research could include conducting a 
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longitudinal study that analyzes if changes in state funding for education is correlated 

with economic growth. This would give policymakers a clearer understanding on the 

level to which increases in educational funding can have on the state’s economy.  

Furthermore, research should be conducted to investigate the exact details that 

contribute towards the correlation found in this study. These are also the same details 

needed to support the implication for policy noted above, namely increasing state funding 

to support the economic impact of education.  

 Exemplar state tax policies, educational funding policies, and educational 

practices should be dissected in an attempt to tease out best practices for the economic 

impact of education in all areas.  

States such as Alaska, North Dakota, and Wyoming could be analyzed for having 

high Gross State Products as well as high educational attainment and Natural Resource 

Revenues, as seen in Table 4.10. Additional research may be able to uncover how these 

states combine these two assets to fuel their economy.  

 States such as Connecticut and Delaware could be analyzed to determine what 

they do to support educational attainment, and thus support their economy, even though 

they lack in natural resources and tourism, as seen in Table 4.10.  

 Vermont and Minnesota should be researched further on how state funding is 

spent since they rank the within in the top ten for percentage of educational expenditures 

funded by the state and:  

• State Educational Attainment (Table 4.13) 

• Real Per Capita Personal Income Dollars (Table 4.16)  

• Per Capita Gross State Product (Table 4.19) 
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Further research in the particular tax policies, educational funding policies, and 

educational practices of these states would not only provide other state policymakers with 

the information Baker (2016) believes they require, but also begin to lay the ground work 

for the creation of education funding best practices for future policymakers to follow.  

This may allow for states finally stop creating funding models in isolation and begin 

to move towards a productive and economically sound norm in educational funding 

nation wide.   

Summary 

 The purpose of this study was to determine if there is a relationship between 

educational attainment and the economy at the state level. It also analyzed if there was a 

relationship between educational expenditures and the economy at the state level.  

It was found that there is a significant correlation between the Gross State Product 

and educational attainment (rs(50) = .395, p =.005). It also found that there is a 

statistically significant correlation between percentage of educational expenditures 

funded by the state and the Real Per Capita Personal Income Dollars (rs(50) =-

.328, p =.020) and that this correlation has an inverse relationship.  

 Chapter Two provided a historical context on these relationships by showing how 

state funding policy is guided more by political pressure and litigation than research and 

that state funding is still primarily used for equalization aid and not promoted as an 

economic initiative. It also outlined how increases in educational attainment have direct 

impact on earning potential, which in return can be used to fuel economic development 

within states.  
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 Chapter Three outlined the research conducted in this study and Chapter Four 

provided analysis of the results of the research conducted.  

 This chapter provided conclusions drawn from the research analysis. This analysis 

was then shared with current school finance policymakers and implications were derived 

from their reactions to the research. These implications were: the economic impact of 

education should be promoted more at the state level, state funding should extend beyond 

its historical purpose as equalization aid, and educational and economical research should 

be incorporated more into the decision making process for school finance policy. 

Studies such as this one can help to support these ideas, however, in many ways it 

is the responsibility of educators to not only be more informed on the ideas outlined in 

this study, but to also publically promote them. They cannot rely on policymakers alone 

to make changes to improve educational funding, for ultimately it is the opinion of the 

public that guides their policy and practice. Therefore, educators must be more informed 

in the topics of educational finance and proclaim the benefits, both social and 

economical, that education provides to society.  

Senator Sullivan says that educational funding can feel like a “never ending saga” 

and that it is easy to be negative when discussing it, particularly in today’s political 

environment (K. Sullivan, personal communication, October 24, 2016). She suggests that 

educators start at the local level when defending the importance of educational funding.   

Dr. Rikli shared that business leaders in his community often ask him what the 

return on investment will be when he approaches them for additional funding (A. Rikli, 

personal communication, October 18, 2016). He believes this is a very valuable question, 
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and one that we don’t answer enough in education. Educators need to start to answer this 

question 

Warren Buffett (2014) remarks “Price is what you pay. Value is what you get” 

(para. 35). It is up to educators to sell the value of education. All of its values; social and 

economical. In order for it to get the price it deserves from the public.   
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