
An Examination of the Fiscal Equity of Current, Capital, and 
Crossover Educational Expenditures in Oklahoma School Districts

EXECUTIVE SUMMARY



The primary purpose of this study 
was to ascertain the extent to which 
inequities in capital outlay funding 
in Oklahoma influences the equity 
of current expenditure funding. A 
secondary purpose was to assess 
the overall equity of the system for 
funding schools in Oklahoma over 
the past five years. 

INTRODUCTION

Over the past three decades, the Oklahoma education 
state aid funding formula has consistently been 
found to equitably distribute Oklahoma’s school 
revenue to support current educational expenditures 
(Deering & Maiden, 1997, Maiden 1998, Maiden & 
Stearns, 2007).   

Oklahoma’s discrepancy in capital 
improvement revenue is based upon vast 
differences in property wealth among 
public education school districts in the state 
(Maiden & Stearns 2007). However, 
Oklahoma is one of only four states (as of 
2017) that provided no state support for local 
education capital outlay. 
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Unlike the funding formula used to equitably 
distribute revenues to support current expenditures, 
district capital outlay funding is dependent fully on 
local wealth factors. Thus, capital outlay revenues are 
not equitably distributed (Maiden & Stearns, 2007). 

Additionally, local districts are able to use some 
capital funding sources to support current 
operations. For the purposes of this study, we 
label this as  “crossover” funding. For example, 
there are a number of expenditures that may 
legally be paid from the 5 mill building fund, 
including schools’ utility bills; custodial, maintenance 
and security salaries; furniture; and insurance 
premiums (OCAS, 2016). School bond funds may also 
include crossover expenditures. 
The Oklahoma Constitution includes the use of 
bond funds to meet “equipment” expenditures (Ok 
Const Section 26, Article X). The Oklahoma State 
Legislature added language defining the equipment 
that may be purchased with bond funds in 1995 and 
amended the language again in 2004 and 2010. 
Districts may use these funds to purchase library 
books, textbooks, school-owned uniforms, computer 

software, electronic media content, perpetual or 
continuous district software license agreements and 
web-based software subscriptions with a term of 1-5 
years, telecommunications devices and components 
intended to enhance classroom instruction, 
maintenance/service contracts that are included 
as a part of the equipment purchase price, and any 
associated hardware and software necessary for 
implementation and training (O.S. §70-15-106.1).

The existence of crossover funding (including both 
the building fund and bond funds), which is based 
entirely on local wealth, may affect the overall equity 
of revenues supporting current operations among 
Oklahoma’s local districts. This study aims, in part, to 
determine the magnitude of crossover funding on the 
overall equity of current expenditure in Oklahoma.

A faltering state budget coupled with the state’s 
growing school population may have increased 
the use of crossover funding and exacerbated its 
associated effects on fiscal equity. During the last 
decade, Oklahoma school districts have faced 
significant and frequent reductions in funding 

CAPITAL REVENUE: INEQUITY EXAMPLE 

District Valuation

Building Fund 

(5 mills)

Bond Fund 

(30 mills)

Instructional 

Bond Funds

Total  

Ad Valorem Revenue

Edmond $1,749,242,280 $8,746,211 $44,154,041 $3,630,830 $56,531,082

Moore $1,027,450,081 $5,137,250 $16,578,525 $3,300,619 $25,016,394

Annual 
Difference

$3,608,961 $27,575,516 $330,211 $31,514,688 
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through the per-pupil state aid formula. The result of 
Oklahoma’s school funding problems has resulted in 
the state falling further behind other states in funding 
education.  

Oklahoma now trails its  
collective border states by over $2,000 
current expenditures per student (NCES 
2016). School practitioners have been  
forced to find creative ways to help fill  
the funding void, including the use of 
crossover funding.

ANALYTIC METHODS AND RESULTS

The procedures used to assess the effects of crossover 
funding on overall school funding equity and the 
assessment of the equity of both current and capital 
funding in Oklahoma are delineated in the study’s 
Full Report. The specific results of the quantitative 
analysis are also included in the Full Report. A 
discussion of these results is included in the next 
section.

DISCUSSION

The first part of the discussion will include the overall 
equity of the funding system over the past 5 fiscal 
years. The discussion will first address the overall 
equity of the funding system over the past 5 fiscal 
years and will then explore the effects of crossover 
funding on overall equity.

The economic and policy framework used to guide 
the study is fiscal equity. Local revenue that is used to 
support public schools has historically been derived 
from local property taxes, which naturally results 
in affluent communities raising more revenue to 
support schools than less well-to-do communities.
TThese natural funding disparities create a funding 

disadvantage for students in poorer communities, 
resulting in a moral and legal dilemma. To overcome 
this disadvantage, state legislatures have devised 
school funding formulas which endeavor to equalize 
state and local funding for all children educated in 
their respective states. Most state funding formulas 
utilize a combination of state and local revenues to 
fund schools, with wealthier districts receiving less 
(or no) state aid and poorer districts receiving more 
state aid to offset lower levels of local support. 

Oklahoma utilizes a formula that directly addresses 
equity for current expenditures but provides no state 
aid for capital funding (please refer to the Full Report 
for an overview of Oklahoma education funding).  
Two decades ago, Deering and Maiden found that the 
Oklahoma state aid formula resulted in relatively high 
levels of fiscal equity to support current expenditures 
(Deering & Maiden, 1999). Last decade, Maiden and 
Stearns’ study found that current expenditures 
maintained a relatively high degree of equity, while 
capital expenditures were not distributed equitably 
(Maiden & Stearns, 2007). 

Examining the average mean expenditures across 
categories over the past 5 years might provide good 
context for the equity findings of the study. The 
grand mean, current per-pupil expenditures for the 
516 public schools in Oklahoma from fiscal years 
2012 to 2016 was $4,655.35 per pupil (representing 
the average per-pupil expenditures from the general 
fund 11). The 2016 mean per-pupil expenditure was 
$111.03 lower per student than the 2014 5-year high 
of $4,724.34. The 5-year average for per-pupil capital 
expenditures was $465.98. While current revenue 
declined from 2012 to 2016, capital expenditures per 
pupil increased from year to year. The mean per-
pupil capital outlay was $395.14 in 2012, growing 
to a 5-year high of $556.47 in 2016, an increase of 
$161.33 per student. Average crossover funding per 
pupil increased over 300%, from $1.67 per student in 
2012 to $8.15 in 2016. Evidently, districts are taking 
greater advantage of the use of crossover funding.
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Results of this study indicated that current 
expenditures maintained a relatively high level of 
resource accessibility (see Full Report) among local 
Oklahoma districts, which is to be expected given the 
state aid formula is focused on fiscal equity of current 
operations. The addition of crossover expenditures 
was associated with a small decrease in resource 
accessibility equity, mostly in the distribution of 
districts above the median. The relative size of the 
decrease is likely attributable to the small amount 
of crossover funding relative to overall current 
operations funding.

Capital expenditures demonstrated a relatively 
low level of resource accessibility throughout the 
distribution (above and below the median) for all 
fiscal years 2012-2016. The study confirms the 
findings of Maiden and Stearns (2007), providing 
further credence to the recommendation that state 
capital funding assistance to local school districts is 
desperately needed. 

Current expenditures were highly wealth-neutral (see 
Full Report), again indicating that the state funding 
formula is functioning adequately. Similar to the 
resource accessibility findings, the addition of a small 
amount of crossover expenditures slightly reduced 

the degree of wealth neutrality among districts from 
2012-2016. Capital expenditures were not wealth-
neutral across the distribution of school districts from 
2012-2016.

The primary purpose of the current study was to 
assess the degree to which crossover funding affected 
equity in the overall education funding system. We 
were interested to discover the extent to which the 
ability to raise capital revenue (which we found is not 
equitably distributed) also affects facets of current 
operations funding. To do so, we analyzed the 
relationship between per-pupil capital expenditures 
and three outcome variables: crossover expenditures, 
current expenditures, and median teacher salaries 
across districts. All of these analyses included fiscal 
year 2016 data.

The results of the analyses indicate that there was a 
statistically significant relationship between per-pupil 
capital expenditures and all three of the outcome 
variables, indicating that current expenditures per 
pupil, crossover expenditures per pupil, and median 
teacher salaries very generally increased as a district’s 
ability to raise capital revenue increased.

OKLAHOMA PUBLIC SCHOOL EXPENDITURES PER PUPIL 

grand mean 

2012-2016

mean

2012

mean

2014

mean

2016

general fund $4,655.35 $4,615.60 $4,724.34. $4,613.31

capital $465.98 $395.14 $443.29 $556.47

crossover $7.08 $1.67 $7.57 $8.15

The mean per pupil capital expenditures 

increased by $161.33 per student. 
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Thus, districts that could generate 
higher levels of capital funding (wealthier 
districts) could then expend more for current 
operations, which appears to be a function of 
crossover funding, and pay relatively higher 
teacher salaries than less wealthy districts 
could.

The teacher salary results were especially intriguing, 
so we were interested in determining the extent to 
which this relationship held true throughout the 
distribution of districts, based on local ability to 
generate capital revenue. We divided the distribution 
of districts into three categories:

• High levels of capital funding
• Moderate levels of capital funding
• Low levels of capital funding

The three groups were basically even in size (we 
used logical breaks), and included fiscal year 2016 
data. Our results indicated that districts in the high 
capital funding group were paying significantly higher 
median teacher salaries than districts in the moderate 
and low groups, though there were no significant 
differences between these two latter groups. 

CONCLUSION AND RECOMMENDATIONS FOR 

OKLAHOMA POLICY MAKERS

This lack of state assistance appears to affect areas 
of current fiscal operations among Oklahoma school 
districts, including teacher salaries. Although the 
study did not focus on fiscal adequacy of capital 
outlay support, the main author interacts regularly 
with Oklahoma school and school district leaders 
who continually indicate the need for additional 
capital funding support to meet educational 
infrastructure needs. The Oklahoma Constitution 
includes a provision for the State Public Common 
School Building Equalization Fund (OK Const. art. X, 
§ 32), which is to be supported by legislative 
appropriation. Unfortunately, the Oklahoma 
Legislature does not provide appropriation support 
for the fund. The results of this study support the 
need for funding from the state to assist local school 
districts with capital needs. Such support could 
subsequently eliminate the need for crossover 
funding and could enhance equity elements of the 
funding system as a whole.
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We offer three primary recommendations based 
on the results of this study: 

1. We urge the Oklahoma Legislature to appropriate money to
support the State Public Common School Building Equalization Fund
(OK Const. art. X, § 32).
Capital outlay funding in the absence of state aid had been demonstrated to be
inequitable, and these inequities affect current operations due to the use of crossover
funding. State funding is necessary to reduce these interdistrict imbalances. We realize
that the state has faced consecutive years of declining revenues to support education
and other critical state services and that finding funds to appropriate for the Capital
Fund may be a daunting task, given current economic conditions. However, the
Equalization Fund has historically not been supported, irrespective of the state of the
economy.

2. We recommend the development of a capital outlay funding formula to
disperse the funding generated through the State Public Common School
Building Equalization Fund.
The results of this study, coupled with those of Maiden and Stearns (2007), indicate that
capital funding is inequitable. A funding formula that recognizes naturally occurring
fiscal disparities among local districts is warranted to help ensure Oklahoma school
children are treated fairly.

3. Policy makers should commission a study dealing with the fiscal
adequacy of Oklahoma capital funding in education.
Though we believe the current study is sufficient evidence to support the previous two
recommendations, we believe a richer understanding of the fiscal needs of school
districts would help guide the development of a capital outlay funding formula in the
short term and would guide the legislature in appropriating funds to provide long-term,
sustainable support to the State Public Common School Building Equalization Fund.

The nearly 700,000 children served  
in Oklahoma’s schools deserve no less.
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