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EXECUTIVE SUMMARY

Thereis awidespread perception among the general public, policy makers,
and even education professionals of a“school productivity collapse.” Itis
based on the belief that real elementary and secondary education spending
per pupil has doubled in the last quarter century, and that school outcomes
have not improved to justify these new investments.

This commonplace view is flawed. Firgt, it is based on inappropriate
conversions of nominal spending growth to real, inflation-adjusted growth
of school spending. With appropriate inflation adjustment, it appears that
total real education spending per pupil increased by 61% from 1967 to 1991.
Admittedly, thisis a substantial increase, but it is much less than the “dou-
bled” spending commonly assumed to have occurred.

Second, this view assumes that all school spending aims for a single
outcome—improved academic achievement of regular students. But schools
actually seek a variety of additional outcomes as well: training of the dis-
abled, student health and nutrition, vocational education, assimilation of the
non-English speaking, etc. Rather than looking only at test scores, evalua
tion of the effectiveness of schools should match the growth of spending
“inputs’ in clearly distinguished school programs to the outcomes each of
these programs is attempting to improve.

A detailed examination of expendituresin ninetypical U.S. school dis-
tricts showsthat the share of expenditures going to regular education dropped
from 80% to 59% between 1967 and 1991, while the share going to special
education climbed from 4% to 17%. Of the net new money spent on educa-
tionin 1991, only 26% went to improve regular education, while about 38%
went to special education for severely handicapped and |earning-disabled
children. Per pupil expenditures for regular education grew by only 28%
during this quarter century—an average annual rate of about 1%.

In regular education, per pupil spending on teacher compensation grew
by 23% over the 25-year period. Average salaries rose because, by 1991,
teachers had greater experience (age) and credentials than in 1967 and thus
had higher average placements on salary schedules. The salary schedules
themselves, however, did not generally require higher pay for the same lev-
els of experience and credentials. Per pupil spending on teacher compensa-
tion also grew asaresult of moreintensive staffing—in particular, the hiring
of more resource- and subject-specialist teachers.



Recent research on academic achievement suggeststhat outcomesinreg-
ular education programs have been stable or have grown modestly, and that
outcomesfor minority students have improved over the last quarter century.
Thisreport does not addressthe validity of that conclusion, but rather shows
that regular education spending also has increased modestly. We do not
claim that further spending increases will generate outcome improvements,
nor do we argue that school reform is not important. Our findings suggest
only that reforms are not likely to be well designed if reformers, failing to
examinethe varied rates of spending growth in education’s many programs,
assume an unproven collapse in school productivity.



INTRODUCTION

When Benno Schmidt resigned Yale's presidency to head a private school
network, he explained why he had given up on public schools: “We have
roughly doubled per-pupil spending (after inflation) in public schools since
1965,” but the “nation’s investment in educational improvement has pro-
duced very little return” (Schmidt 1992).

Thisisaconventional claim of public school supportersand criticsalike.
School finance expert Allan Odden notesthat “real” education expenditures
increased by 58% in the 1960s, 27% in the 1970s, and 30% in the 1980s,
“but student performance—and thus education productivity—have not im-
proved that much” (Odden 1992, 10-11). According to a Brookings Institu-
tion report by John Chubb and Eric Hanushek, “since the Soviets launched
...Sputnik...real expenditures per student rose at an annual rate of three and
three-fourths percent, nearly tripling between 1960 and 1988....Spending has
nearly tripled and performance has dropped” (Chubb and Hanushek 1990).
“Look at spending on public schools,” advises Republican political strate-
gist Irving Kristol. “It goes up and up and up and the results go down and
down and down” (DeParle 1993).

This declining “productivity” claim is so well established that few ana-
lysts have sought empirical verification for it. Rather, the notion is but pre-
lude to reform prescriptions; if, after all, everyone knows that growth in
public education spending has outpaced any risein school achievement, the
challenge must be to design systems that use money more effectively, and
there is no need to consider proposals for additional funds. Even many of
those committed to public education assume that public education funds are
not being used effectively and that reform isurgently required to halt ascan-
dalous waste.

This study re-examines the apparent consensus that real school spend-
ing hasroughly doubled inthelast quarter century. It findsthat, while spending
has risen substantially, the increase is both smaller and more complex than
most assume:

» Real school spending increased by 61% from 1967 to 1991, 40% less
than the real growth conventionally assumed.?

» Only about one-fourth of this increase was directed at “regular educa
tion,” the traditional school activities whose outcomes can be measured
in test scores, graduation rates, etc.

This declining
“productivity” claim is
so well established
that few analysts have
sought empirical
verification for it.



Despite public
fascination with test
scores, education
researchers and
policy professionals
lack agreement about
appropriate defini-
tions of outcomes.

This report concerns “inputs’ only—expenditures for education—and
makes no contribution to literature on school outcomes or productivity. How-
ever, the prevailing view among education researchers seemsto be that aca-
demic outcomes have been mostly stable or have grown modestly, particu-
larly because minority student outcomes have improved, closing some of
the gaps with whites (see, for example, Koretz 1986 and 1987; Grissmer et
al. 1994). If claims of modest improvement are accurate, then it may be that
both regular education inputs and outcomes have grown modestly.

Productivity measures are based on two components—what inputs are
utilized, and what outcomesresult. Inputs are often measured asdollars spent
per pupil. Measuring outputsis more complex, since schools perform avari-
ety of functions. Despite public fascination with test scores, education re-
searchers and policy professionalslack agreement about appropriate defini-
tions of outcomes and how well test scores or other indices measure them.
How should we measure children’s health to ask whether school breakfast
and lunch funds are well spent? What outcomes do we seek for severely
mentally retarded or for trainable mentally handicapped children to evaluate
the effectiveness of spending growth in special education? Do low-income
students’ graduation rates respond sufficiently to investments in compensa
tory education or dropout prevention programs? What academic progress do
we expect, and after how long, for immigrant children whose familiesarrive
with varied levels of literacy? How do we judge the goals of vocational
education?

To understand school spending and to determine whether school pro-
gram productivity is truly declining (i.e., whether additional dollars have
been well used), expenditures must be linked to the program and to the spe-
cific outcomesthe spending was designed to enhance. If, for example, schools
have used much of their new money to improve training of mentally handi-
capped youngsters, it would make no senseto judge the effectiveness of this
spending by whether SAT scores improved for the college bound.

Thisreport differsfrom conventional analyses of changesin school spend-
ing intwo ways. Firgt, it uses amore appropriate method to adjust for infla-
tion. Second, because public education consists of many programs with a
variety of goas, thisreport examines changes in school expenditure by pro-
gram (e.g., regular education, special education, transportation, school lunch-
es, etc.), not by function (instruction, support services, etc.) or by “object”
(salaries, supplies, etc.), asiscommonly done. A list of programs examined
in thisreport is shown in Figure 1.



FIGURE 1
Major Expenditure Programs of Elementary
and Secondary Education

BASIC EDUCATIONAL PROGRAMS

Regular Education
Vocational Education

PROGRAMS SERVING SPECIAL POPULATIONS

Special Education
Counseling and Dropout Prevention
« Alternative Education Instruction (for “At Risk” Youth)
« Counseling, Attendance Control, and Dropout Prevention
Bilingual Education
Compensatory Education

OTHER PROGRAMS

After-School Athletics

Regular Student Transportation

Regular Health and Psychological Programs
Food Services

Security and Violence Prevention

COSTS DISTRIBUTED PRO-RATA
TO ABOVE PROGRAMS

Employee Benefits
Overhead
* General Administration
* School Administration
» Operations, Maintenance, Utilities

Expenditures are examined for nine school districtsin 1967 and 1991.
The districts were chosen to beillustrative of U.S. districtsin size, expendi-
ture growth over the period, geographic location, urbanicity, minority en-
rollment, and relative affluence (see Appendix 2). Because neither school
districts, states, nor the federal government tracks expenditures by program,
this study required aresearch team to examine expenditure records for each
of the nine districts. Every expenditure was categorized by the program it
was designed to support.

Over any period, expenditures may rise solely because of inflation, or
they may rise because more goods and services are purchased (or because of
acombination of both factors). When, for example, Benno Schmidt claimed



The consumer price
index for all items
understates inflation
of school costs
because prices grow
faster in sectors like
education where cost
efficiencies are
harder to achieve.

that “rea” per pupil spending doubled from 1967 to 1991, he meant that
schools now utilize twice the inputs they utilized a quarter-century earlier.
To say this, however, requires a calculation of what it would have cost, in
1991, to purchase exactly those inputs (teachers, textbooks, administrators,
etc.) that schools purchased in 1967. Only if this cost of 1967 resources (in
“1991 dollars’) was less than half of actual 1991 spending can we say that
per pupil expenditures did indeed double.

Thisreport analyzes the portion of new spending from 1967 to 1991 that
was due to inflation, the portion that was used to purchase additional re-
sources, and the amount of additional resources received by each school
program.

It is commonplace to use the consumer price index (CPI) to adjust ex-
penditures for inflation. Y et as shown in the first section of this report, the
CPI for al items understates inflation of school costs because prices grow
faster in sectorslike education where cost efficiencies are harder to achieve.
To adjust expenditures more accurately for the inflation experienced by
schools, we develop an adjustment measure based on inflation in service
industries like education. We call this new index the “net services’ index
(NSI). Real school spending growth is the amount of new money spent in
excess of inflationary changes measured by the NSI.

Throughout this study we focus on three measures of spending:

» Shares of total expenditures. Thisis the percentage of all spending de-
voted to a particular program.

» Shares of net new spending in 1991. This is calculated by subtracting
each program’s spending in 1967 from its spending in 1991, and then
determining what share of the change in total spending from 1967 to
1991 is attributable to that program’s growth.

» Real growth. Thisisthe change in per pupil spending over the period.

Each of these statistical types has uses and limitations. For example,
whileit makes senseto speak of regular education’s28% real per pupil spend-
ing growth, it makes no senseto say that real per pupil spending on bilingual
education grew by nearly 1,000%, since real spending on this program in
1967 was so insignificant. It does make sense, however, to say that bilingual
education received 4% of net new funds spent by districtsin 1991 compared
to 1967. Each statistic in this report is clearly labeled so that readers can
understand which type is being used.



All expenditure figures are calculated per pupils enrolled in all district
programs. For example, per pupil spending for special education is calculat-
ed by dividing special education expenditures by total enrollment inthedis-
trict in both special and regular education programs. Thus, when it isreport-
ed here that a district spent about $1,000 per pupil on specia education in
1991, it does not mean that services for the average special education stu-
dent cost only $1,000; in reality, spending on the average special education
student was much greater. And when this report showsthat the district spent
about $3,800 per pupil on regular education, it does not mean that each reg-
ular education student cost $3,800; in reality, spending on the average regu-
lar student was | ess.

This convention enables a clear view of how district priorities have
changed, exclusive of changes caused by rising or falling total enrollment.
But the convention does not permit an understanding of how much is spent
on each student in any particular program. For example, arising per pupil
cost of school lunchesis calculated astotal school lunch expendituresdivid-
ed by all students, whether they receive subsidized lunches or not. The in-
crease may reflect more expensive meals or more students in need of subsi-
dized food, or acombination of both. Rising per pupil cost of special education
also may reflect more resource-intensive instruction or the classification of
more studentsin the special education program. Per pupil spending for any
program can go up either because the client base of that program has ex-
panded or because morereal resourceswere devoted to aconstant number of
clients.

M ore sophisticated anal yses of school program productivity would have
to distinguish more intensive use of resources in each program from more
students receiving these resources. This report, however, is but afirst step
and (except for some aspects of itsanalysis of regular education instruction)
does not make those distinctions.?

An examination of expenditure changes in the nine districts shows that:

» Asnoted above, real per pupil spending, appropriately adjusted for infla-
tion, grew by 61% between 1967 and 1991, a growth rate 40% less than
conventionally reported;

» Theshareof all spending received by regular education (what most peo-
plethink of asaschool’s normal academic function) declined from 80%
in 1967 to 59% in 1991; nonetheless, per pupil expenditures grew 28%
over the period; regular education received 26% of the net new money
Spent in 1991,

Real per pupil spend-
ing, appropriately
adjusted for inflation,
grew by 61%
between 1967 and
1991, a growth rate
40% less than con-
ventionally reported.



Special education’s
share of all
expenditures rose
from 4% in 1967 to
17% in 1991; special
education received
38% of the net new
money spent in 1991.

» Specia education’s share of all expenditures rose from 4% in 1967 to
17% in 1991, special education received 38% of the net new money
Spent in 1991,

» About 8% of net new money went to expansion of the school lunch and
breakfast programs. Another 7% went to attendance, dropout preven-
tion, alternative instruction, and counseling.

* Inboth 1967 and 1991, about two-thirds of regular education fundswere
spent on teachers' compensation;

* Inregular education, higher average teacher salaries were mainly dueto
teachers' greater experience (age) and credentials(e.g., master’ sdegrees)
in 1991 compared to 1967. Real salaries for teachers of similar experi-
ence and training did not significantly increase during this period and
declined in many cases.

» Growth in regular education staffing intensity was more marked at the
elementary than at the secondary level. Elementary class sizes declined,
but about half the reduction in pupil-teacher ratios was caused by more
subject specialists and resource teachers, supporting more planning time
for regular classroom teachers.

» Thegrowth of regular education spending was more marked in suburban
than in urban districts. In the urban districts studied, per pupil regular
education spending grew hardly at all, and might have declined in red
terms if the districts had not cut back on operations, maintenance, and
general administration spending. But in some suburban districts, regular
education resources grew substantially.

Therest of thisreport isorganized asfollows. Thefirst section describes
the net services inflation index, how it was created, and why it is preferred
over the CPI. The empirical methodology for both selection of sample dis-
tricts and the categorization of expenditures is outlined in the second and
third sections. The findings—how real spending for districts various pro-
grams has changed during the last quarter century—are found in the final
sections.



INFLATION AND THE MEASUREMENT
OF SCHOOL SPENDING

In 1967, public elementary and secondary schools spent $29.6 billion, or
$687 per pupil enrolled in gradesK-12. By 1991, spending jumped to $229.4
billion, or $5,566 per enrolled pupil. However, the fact that per pupil spend-
ing grew by 710% over this quarter century does not tell us the degree to
which we have devoted more real resources to education. Much of thisin-
crease has been caused by inflation: the prices of most goods and services
purchased by schools have gone up each year.

For instance, if food prices rise by 5%, families must increase their food
budgets and expenditures by 5% just to maintain their food consumption.
Similarly, schools faced with a 10% rise in the price of textbooks must in-
crease textbook spending by 10% to provide students with the same number
of textbooks. To measure historical growth of real per pupil resources re-
quires knowledge of the inflation, or price increases, in goods and services
purchased by schools. What we want to understand is the degree to which
more real resources are now used by schools and, if so, whether greater re-
source intensity generates better outcomes.

Examinations of changes in school spending over time must use some
measure of inflation to convert 1967 spending to its equivalent in 1991 dol-
lars. We can then speak of “real” (or “inflation-adjusted”) as opposed to
“nominal” (“unadjusted”) school spending growth. Most analysts makethis
conversion by use of the “consumer price index for all urban consumers’
(CPI-U), the conventional measure of inflation provided by the Bureau of
Labor Statistics.® Using the CPI-U, $687 in 1967 dollars becomes $2,794 in
1991 dollars. Inreal terms, therefore, per pupil expenditureswent from $2,794
to $5,566, or a quarter-century jump of 99%. As Benno Schmidt claimed,
we “roughly doubled” real school spending.

It is probable, however, that use of the CPI-U for this purpose causes an
overstatement of school spending growth. The inflation rate for school pur-
chasesislikely to be greater, and will continue to be greater, than the aver-
age urban consumer’ s price inflation that the CPI-U isintended to measure.
Table 1reviewsinflation ratesfor arange of goods and services. Thesedata
show that price increases for particular items can be different from price
increasesfor the“average” itemsincluded in the market basket of goodsand
services used to calculate the CPI-U. For instance, inflation in medical care
(681%) from 1967 to 1991 was much greater than the average for all items,

The fact that nominal
per pupil spending
grew by 710% over
this quarter century
does not tell us the
degree to which we
have devoted more
real resources to
education.



TABLE 1
Selected Inflation Rates, 1967-91

Inflation Index

(1982-84=100) Inflation,
1967 1991 1967-91
All Items (CPI-U) 334 136.2 408%
All Commodities 36.8 126.6 344
Food 34.1 136.3 400
Other Commodities 38.6 121.3 314
All Services 28.8 146.3 508
Medical Care 26.0 177.1 681
Other Services 29.3 143.3 489

Source: Indices from Bureau of Labor Statistics as presented in Economic Report of the
President (February 1995), Table B-61, p. 344.

whileinflation in commoditieslikefood and manufactured products (344%)
waslessthan the average. Because inflation rates vary widely among partic-
ular items, it is important to determine carefully the appropriate inflation
index to use for converting nominal spending into real changes.

If afamily bought the average market basket of goods and servicesin
1967, and then spent 408% morein 1991, it could still buy similar goods and
services in 1991 because “al items’ inflation was 408%. But consider a
family that purchased an above-average amount of medical carein 1967 and
whose total spending also increased by 408% by 1991 (i.e., less than the
medical inflation of 681%). In order to maintain its standard of living in
other respects, this family would have been forced to reduce the amount of
medical care services (or an equivalent amount of other spending) it pur-
chased by about athird, because medical care pricesrosefaster than average
prices. In contrast, consider afamily that purchased an above-average amount
of commodities in 1967 and whose spending also increased by 408% by
1991. This family could improve its living standards, purchasing signifi-
cantly more commodities (or other items), because commodity inflation
(344%) wasrelatively low.

Table 1 also showsthat pricesfor commodities have grown more slowly
than prices for all services (344% vs. 508%). A similar contrast is evident
when food and medical care are removed from their respective groups: non-
food commaodity (primarily manufactured goods) inflation was 314%, roughly
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two-thirds the 489% inflation in “services other than medical care.”

Inflation in services exceeds inflation in goods or commaodities because
productivity (the increase in output per employee-hour worked) has grown
more slowly in services. Productivity growth in manufacturing, for instance,
hasallowed industrial firmsto reducetheir costs (or at |east slow the growth
in costs) and therefore increase the prices of manufactured products more
slowly or not at all. In contrast, many service-sector firms cannot automate
their production as manufacturers do; these service firms, for whom it is
more difficult to achieve productivity growth, have had to increase prices
faster than average. Oft-cited examplesinclude barbers and orchestras: bar-
bers cannot greatly increase the number of haircuts they perform per hour,
and orchestras cannot perform music with fewer musicians each year. These
insights—that disparities in inflation mirror differences in productivity
growth, and that industries (i.e., services, barbers, orchestras) in whichitis
hard to achieve productivity growth will have higher-than-averageinflation—
are associated with the work of William Baumol (Baumol 1967; Baumol,
Blackman, and Wolff 1989). Baumol refers to low productivity sectors as
having a “cost disease,” and the faster inflation in sectors with relatively
slow productivity is generally referred to as the “Baumol effect.” Box A
elaborates how differences in productivity between industries will, in the
context of anational labor market, generate differencesin inflation rates.

Education is subject to the Baumol effect because productivity improve-
ments from cost reductions are difficult to achieve in education. In contrast,
manufacturing and telecommuni cationsindustries are abl e to automate work
and find efficiencies in use of materials; they thereby reduce the resources
needed in production and realize productivity gains. From 1967 to 1991, the
private sector achieved productivity growth of 1.1% per year, or 30% over-
al. Thismeansthat the number of workers necessary to produce an average
product fell roughly a third from the beginning to the end of this period.
What would acomparable growth in labor productivity look likein schools?
Assume that schools use only one resource, teachers, and the pupil-teacher
ratio was 20:1 in 1967. Then, if 30 teachers were necessary to educate 600
students in 1967, and if schools could have increased productivity the way
the private sector did (by reducing labor inputs and using remaining inputs
moreefficiently), a30% productivity growth would imply that only 23 teach-
ers were necessary in 1991; in other words, the pupil-teacher ratio would
have to rise from 20:1 to 26:1. With only 23 teachers, school cost increases
would bein line with the national economy.*
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BOX A

The Relationship Between Industry Prices and
Productivity in a National Labor Market

Industry A Industry B
‘Fast Productivity” “Slow Productivity”

Year Year Percent Year Year Percent

One Two Change One Two Change
1.Employment 100 100 0% 100 100 0%
2.0Output (units) 1,000 1,100 10 1,000 1,000 0
3.Productivity (2)/(1) 10 11 10 10 10 0
4.Annual Pay $20,000  $22,000 10 $20,000  $22,000 10
5.Price’ $2,000 $2,000 $2,000 $2,200 10

* (annual pay x employment)/output units

The table illustrates how differences in the price changes (i.e., inflation) of individual
industries are driven by differences in productivity growth when all industries increase
wages at the same pace (as would be expected in a national labor market, assuming
each industry’s workforce has the same skills and education). Table A present exam-
ples of two industries, each of which has 100 workers producing 1,000 units in year
one. That is, the examples are constructed so that both industries have the same pro-
ductivity level of 10 in year one. Because each industry also pays its workers the same
(i.e., $20,000), they also have the same price level in the first year of $2,000 per unit.

What happens to the prices of the goods produced in these industries when one
(Industry A) experiences a 10% growth in productivity but the other (Industry B) has no
productivity growth? We assume that wages rise by 10% (reflecting the 5% average
productivity growth in the economy — the average of 10% and 0% — and 5% inflation).
In Industry A, the productivity growth of 10% offsets the 10% wage hike so that prices
do not go up in year two. Industry B, however, enjoyed no productivity growth but did
face 10% higher wages, the same as Industry A. The result is that the price of Industry
B’s goods rose by 10%. Thus, an industry that pays comparable wages (for comparable
workers) but has low productivity will experience faster inflation.

While education reform should certainly be on the public agenda, con-
tinuous industrial-like realization of cost efficiencies are probably not what
the public has in mind. Education costs will rise faster than economy-wide
inflation, so real spending per pupil as measured with an average inflation
index will rise even though per pupil resources are not growing.® Thisis
illustrated in Box B.

A related insight of William Baumol is that because productivity im-
provements are spread unevenly throughout the economy, changesin prices
over timewill also vary across products. Consumers, therefore, will spend a
greater share of incomes to purchase a constant level of products or services
in some sectors and a smaller share to purchase a constant level in others.
That is, we must increasingly spend a larger share of our incomes on low
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The Relationship Between Spending Per Pupil and Productivity

Year Two
Year One No Productivity Productivity Growth
1. Pupils 1,000 1,000 1,000
2. Teachers 50 50 45
3. Pupil/Teacher 20 20 22.2
4, Total Annual Pay $20,000 $22,000 $22,000
5. Salaries’ $1,000,000 $1,100,000 $990,000
6. Spending/Pupil $1,000 $1,100 $990

* Annual pay of $20,000 times number of teachers.

The table illustrates how spending per pupil will necessarily rise if there is not any
productivity growth or increase in cost efficiencies. For instance, a school with a pupil/
teacher ratio of 20 to 1 that pays teachers $20,000 annually will be spending $1,000
per pupil (assuming, of course, there are no expenses other than teachers). If wages in
the economy, and for teachers, grow 10%, then spending per pupil will also rise 10%,
to $1,100. The cost efficiencies necessary to offset higher wages require that the num-
bers of pupils per teacher rise to 22.2. Schools then are faced with a continuous rise in
the number of pupils per teacher or steadily rising spending per pupil (a measure of
school costs, or inflation), at least when compared to other sectors that can achieve
greater cost efficiencies over time.

productivity goods and services that have more rapid price increases (like
education) just to maintain the same level of consumption.

It isthusinevitable that inflation in alow-productivity industry like ed-
ucation will be higher than inflation in an average industry experiencing
average productivity gains. For thisreason, use of the average inflation rate
for consumer goods and services (the CPI-U) systematically understates the
inflation facing school districts. Put another way, a measure of average in-
flation to deflate school spending trendswill systematically mislead by over-
stating how much “real school spending” has grown. It will givetheimpres-
sion that more of the nominal spending growth representsreal new resources
provided to school districts for educating students, and that |ess of the nom-
inal spending growth represents inflation, than was in fact the case. The
issue, then, is whether we can select a more appropriate index to use for
analysis of school spending.

Despite problems with use of the consumer price index to interpret his-
torical changesin school spending, few researchers have attempted to create
an inflation index specifically tailored to education (although the education
research community isincreasingly sophisticated about regional differences
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in the cost of living, a conceptually similar issue).® D. Kent Halstead con-
structed one index that extends back to 1975 (Halstead 1983 and Research
Associates 1993), but no others have attempted to replicate Hal stead’ swork,
so its accuracy lacks independent verification. And Halstead' s index has a
theoretical drawback that further militates against itsusein the present study.

Hal stead constructed hisschool priceindex (SPI) by examining price chang-
es for a“market basket” of 42 items typically purchased by elementary and
secondary schoolsin 1975 (Halstead 1983, 138). In 1975, elementary and sec-
ondary schools spent 47.68% of their budgets on teacher salaries, 3.75% on
student transportation, 0.7% on textbooks, 1.1% on electric power, etc.” By
assembling a price series for each of these items, making estimates where
necessary, Halstead calculated what it would cost public schools to buy an
identical (ignoring most quality improvements) collection of goods and ser-
vicesin each subsequent year. Heidentified thisgrowth asthe school inflation
rate, so spending above this rate represented real spending increases.

The Halstead index is not used in this report for two reasons. First, it is
not available for the entire 1967 to 1991 period, and second, its treatment of
teacher salaries is questionable. Halstead's SPI includes a price series for
elementary and secondary teachers based on their actual salary changes.
However, what schools pay teachersreflectsdistricts' choices about wheth-
er to pay teachers more or less than comparable workers. (These choices
may beinfluenced not only by district officials but by legislators and teacher
unions as well.) When teacher salaries rise relative to salaries of workers
with comparable education and experience in other fields, we can presume
that schoolsare upgrading the skill levels of their workforce (in other words,
providing additional inputs, more“real” resourcesto students). But if teach-
ers salaries fall relative to those of similarly educated professionals, then
school districtswill have aharder time attracting the best qualified teachers,
and there will be an erosion in the teacher skill base. Variance from market
norms can be considered either an effort to attract a better- (or worse-)
than-average quality workforce, or the provision of a“rent” (positive or neg-
ative) to teachers by either overpaying or underpaying them.

It would have perhaps been more appropriate for Halstead to base his
index on al college-educated or professional workers, a group “compara-
ble” to teachers. Then, the degree to which schools pay teachers or other
school employees more than the market rate would not be obscured by a
school price index that ignores the salaries of comparable workers. Con-
versely, afall in teacher pay relative to “comparables’ would result in a
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measured declinein real resources provided for students. In the absence of a
conceptually correct index, an assessment of real school spending must rely
upon some combination of available indices for particular items devel oped
for the CPI-U. One reasonable choice is to use the inflation measure for
“services,” because schools are a service-type industry with “cost disease’/
slow productivity characteristics. The actual service index of the CPI-U,
however, includes two heavily weighted items that strongly affect the mea-
sured inflation rate but that are not rel evant to education. Shelter rent (hous-
ing) inflation makes up alarge part of the service CPI-U and should be ex-
cluded. Medical care also has an exceptionally high inflation rate caused by
unique characteristics of the health care sector that are not applicable to ed-
ucation. For this reason, the index developed for this report—the “ net ser-
vices index” (NSI)—reflects price increases of services provided to con-
sumers exclusive of shelter and medical care. “Net services’ includes items
such as entertainment services, personal care services, personal and educa-
tional services, public transportation, auto repair, private transportation (other
than cars), housekeeping services, and utilities and public services. These
tend to be labor-intensive services with low productivity growth (relative to
goods or to the average) and therefore are items where increased cost effi-
ciencies are hard to achieve. If schoolsrely on professional, college-educat-
ed workers more than do the sectors in “net services’ (as is reasonable to
believe), then “net services” will still understate school inflation (because
wages for educated workers have risen faster than average over the 1967-91
period). Appendix 1 providestechnical detail on how the NSI was construct-
ed, nationally and for each region and local area.®

Application of the national net services index to education spending is
shown in Table 2. These data show that the $687 spent per pupil in 1967
was equivalent to $3,456 in 1991 dollars. Since 1991 per pupil spending
averaged $5,566, we conclude that real school spending—real per pupil re-
sources provided to schools—increased by about 61%.° Table 2 also shows
measured growth in real school spending using the “all items’ CPI-U to be
99.2%—the much discussed “doubling” of school spending. Selection of
the net services index suggests a nearly 40% slower growth in school re-
sources than conventional accounts based on the conceptually inaccurate
(for this purpose) “all items” CPI-U.

In sum, choice of aninflation measure dramatically affectsthe portrait of
school spending growth. The magnitude of the measurement error from ap-
plying the“all items’ index cannot be precisely determined because an appro-
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TABLE 2
Growth in Per Pupil Spending Using
Different Inflation Measures, 1967-91

Per Pupil Spending

Current 1991 Dollars Using 1991 Dollars
Dollars Net Services Index Using CPI-U
Year
1966-67 $687 $3,456 $2,794
1990-91 5,566 5,566 5,566
Change, 1967-91
Dollars $4,879 $2,110 $2,772
Percent 710% 61.1% 99.2%
Inflation
Total 403.7% 306.7%
Annual 7.0 6.0

priate school index is not available, but construction of an index from the
CPI-U services component, with medical care and housing excluded, seems
to bethebest aternative. Sowhileit seemscertain that conventional estimates
have vastly overstated the growth in school resources, the 61% growth pre-
sented in Table 2 is an estimate that, while more accurate than conventional
estimates, might still be too high or too low. Development of an improved
inflation index for school spending should be aresearch priority.
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THE NINE-DISTRICT SAMPLE

Thisreport analyzes school program expenditure changesfrom 1967 to 1991
in nine school districts chosen to mirror the experiences of districts across
the nation during that period.’® The nine districts were selected from the
2,500 largest districts in the nation (each with at least 3,485 students), a
group that jointly enrolls 71% of all U.S. students.

The nine were chosen to include three large (more than 38,466 students
enrolled), three medium-sized (enrollment from 10,267 to 37,978), and three
small (enrollment from 3,486 to 10,199) districts. Each size-group includes
one district where nominal per pupil expenditure growth from 1967 to 1991
was relatively great for districts that size, one from the middle range, and
one where spending growth wasrelatively modest. The sampledistrictshave
diverse demographic and geographic characteristics, as shown in Table 3.
Selection procedures are described in Appendix 2.

Theninedistricts are:

(2) Anne Arundel County, Md. A county-wide district headquartered in the
state capital of Annapolis, site of the Naval Academy, Anne Arundel was
racialy segregated in 1967. Farmers and sharecroppers, dependent on to-
bacco and soybean crops, lived in dirt-floor shacks. Nearly half thedistrict’s
teachers lacked college degrees, these mostly teaching in the black schools.
During the next decade, Anne Arundel built new integrated schoolsand paid
tuition for teachersto attend college. Tobacco and grain pricesfell, farming
lands were sold to developers, and corporate and professional commuters
from Washington and Baltimore establi shed suburban communities. By 1991,
Anne Arundel was relatively affluent.

(2) Bettendorf, I owa. One of the Quad Citiesstraddling the Mississippi River,
Bettendorf ispartly abedroom community for Moline, Davenport, and Rock
Island; it experienced few economic or demographic changes from 1967 to
1991. Midwestern deindustrialization caused | osses of enrollment and prop-
erty tax revenue in the 1970s, but the community has recovered, stimulated
by waterfront development and the growth of tourism (including riverboat
gambling). In 1991 Bettendorf had few minority or poor children, and its
family incomes and parental education levels were considerably above na-
tional averages.
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TABLE 3
Sample District Characteristics

Nominal Expenditure Growth Rate:

District Size Slow Moderate Rapid Average
East Baton Los Anne Large
Large Districts Rouge, La.  Angeles Calif. Arundel, Md. Districts
a. Fall 1990 Enroliment 61,699 625,073 65,011 250,584
b. Nominal Per Pupil 632% 746% 920% 766%
Expenditure Growth, 1967-91
c. Urban/Suburban/Rural Urban Urban Suburban
d. Minority Students, 1991 58% 87% 19% 55%
Community Characteristics, 1991
e. Children Below Poverty 25% 28% 6% 20%
f. Non-English-Speaking Children 1 13 1 5
g. Median Income, Households $33,372 $30,696 $50,048 $38,039
With Children
h. Householders With College Degrees 29% 25% 29% 28%
Fall River, Boulder, Spring Medium
Medium-Sized Districts Mass. Colo. Branch, Texas Districts
a. Fall 1990 Enroliment 12,494 21,502 26,495 20,164
b. Nominal Per Pupil
Expenditure Growth, 1967-91 595% 659% 878% 711%
c. Urban/Suburban/Rural Urban Suburban Urban
d. Minority Students, 1991 8% 15% 52% 25%
Community Characteristics, 1991
e. Children Below Poverty 21% 10% 21% 17%
f. Non-English-Speaking Children 2 2 8 4
g. Median Income, Households $30,154 $45,680 $36,776 $37,537
With Children
h. Householders With College Degrees 8% 51% 41% 33%
Bettendorf, Middletown, Claiborne Small
Small Districts lowa N.Y. County, Tenn. Districts
a. Fall 1990 Enrollment 4,370 5,266 4,618 4,751
b. Nominal Per Pupil
Expenditure Growth, 1967-91 604% 735% 930% 756%
c. Urban/Suburban/Rural Suburban Suburban Rural
d. Minority Students, 1991 7% 35% 2% 15%
Community Characteristics, 1991
e. Children Below Poverty 5% 15% 32% 17%
f. Non-English-Speaking Children 1 2 1 1
g. Median Income, Households $45,889 $38,551 $20,543 $34,994
With Children
h. Householders With College Degrees 38% 18% 8% 21%
Sources:

Rows a & c: U.S. Department of Education, National Center for Education Statistics, Common Core of Data, 1991. Row b: U.S.
Department of Education, National Center for Education Statistics, Common Core of Data, 1991 & U.S. Department of Commerce,
Bureau of the Census, Finances of School Districts, 1967. Row d: National Center for Education Statistics unpublished data. Rows
e-h: U.S. Department of Education, National Center for Education Statistics, Common Core of Data, 1992.
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(3) Boulder, Colo. Home to the University of Colorado, this suburb attracts
professional and technical employment in computer, medical supply, and
aerospace industries. Tourism and recreation is also important, stimulating
in the 1960s and 1970s firms manufacturing outdoor products. These since
declined; Boulder is now almost entirely white-collar and service-oriented.
By 1991, over half of Boulder’ s household heads had college degrees. Inthe
1980s, the county’ s minority population grew, mostly from Indochinese ref-
ugee resettlement; the district’ sbilingual program now teaches many prima-
ry languages.

(4) Claiborne County, Tenn. This Appal achian mountain community isthe
poorest of the sample districts. Parental education levels are the lowest. In
1960, Claiborne’ s 4,500 students attended 90 schools, many of which were
one-room, ungraded. During the next decade, coal mining dwindled and ru-
ral areas were depopulated. By 1978, students were consolidated into 11
buildings. The Middle East oil embargo temporarily revived Claiborne's
mines, providing some support for school construction and teacher salaries.
The boom, however, was short-lived, and Claiborne today has a weak eco-
nomic base. Some school supplies other school districts routinely purchase
are, in Claiborne, furnished by community bake salesand other fund raising.

(5) East Baton Rouge, La. A few large employers dominate this communi-
ty; assets of Exxon alone represent 7% of the district’ stax base. Though the
district officially desegregated with “freedom of choice” in 1963, it still op-
erated a dual system in 1967, with separate staffs and expenditure records
for black and white schools. In 1975, federal courts began to issue desegre-
gation orders, including intradistrict busing starting in 1982. During the quar-
ter century under study, the district became “majority minority,” with en-
rollment going from 40% to nearly 60% African American.

(6) Fall River, Mass. A low-incometown whose economy isintegrated with
that of neighboring New Bedford, Fall River has high unemployment (it still
partly depends on fishing fleets, textile, and garment industry jobs), and has
changed relatively little during the years of this study. In 1967 the district
rented church space to operate a bilingual education program in the Portu-
guese community. Today, bilingual education continuesin Portuguese, Kh-
mer, and Spanish.

(7) Los Angeles, Calif. The second-largest district in the nation, Los Ange-
les 1967 enrollment was 56% white, with African Americans the largest
minority (21%). By 1991, only 14% were white; the largest minority was
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Hispanic (63%). Since 1978, Los Angeles has operated pursuant to federal
desegregation orders mandating intradistrict busing, magnet schools, small-
er classesin racialy isolated schools, and incentivesto voluntarily transfer.
In 1967, the district offered no bilingual education. By 1991, 37% of district
students were limited-English proficient. The district is now committed to
primary language instruction, although qualified teachers are not always
available.

(8) Middletown, N.Y. A Hudson River community at the outermost fringes
of New York City suburbia, Middletown’s economic base is primarily re-
tail, with the prior railroad and industrial base now in decline. Its 35% mi-
nority student population is about evenly divided between African Ameri-
can and Hispanic children, for most of whom Englishisthe primary language.
In both 1967 and 1991, Middletown spent more per pupil than any other
sample district, providing extensive pupil support services for regular stu-
dentsaswell asinstruction. In cases (like special education, vocational edu-
cation, staff training) where the district istoo small to offer specialized pro-
grams, Middletown (like Bettendorf) joins nearby districts to offer services
cooperatively.

(9) Spring Branch, Texas. A Houston suburb, Spring Branch history re-
flects national racial and demographic patterns of the last quarter century.**
In the 1960s and 1970s, Houston desegregated, and Spring Branch was a
“whiteflight” community of owner-occupied single-family homes. Only 5%
of enrollment was minority, virtually all Hispanic. By 1980, family income
was twice the national median, helped in part by an oil boom. In the next
decade, however, Houston minorities suburbanized; by 1991, 53% of en-
rollment was minority, including 8% black and 36% Hispanic. Forty percent
lived in apartments; student mobility was so high that community leaders
organized a program (without school funds) to offer rent reductionsto fam-
ilieswho remained in one apartment for the entire school year.
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CATEGORIZING EXPENDITURES

Rather than considering public education an undifferentiated enterprise, this
report analyzes how the financial resources of distinctly different education-
a programs changed from 1967 to 1991. States and districtsdo not normally
report school spending data by program type, although education research-
ersincreasingly call on them to do so (Kirst 1988; Barro 1989; Odden and
Picus 1992; Berne and Stiefel 1995). Thus, to understand which programs
received which funds, we first defined the programs (see Figure 1) and then
categorized each expenditure of the nine sample districts by program and by
employee type (teachers, aides, other professionals, other employees).?

Each school expenditure (except for new school construction) was clas-
sified by the program it supported; spending for al listed programs is the
sum of al school spending. Discussed below are some of the assumptions
implicit in these classifications, how distortions are inevitably implied by
any taxonomy of school programs, and what the possible distortions sug-
gested by these particular classifications might be.

So that the programmatic uses of all public funds in education could be
assessed, state education department and regional government spending were
also included. These funds were converted to district per pupil expenditures
by using aratio of district to all state or regional K-12 enrollment.

Categorizing expenditures by program creates results that will be unfa-
miliar. First, even those who specialize in school finance will be unaccus-
tomed to seeing programmati c expenditures. Second, because pro-ratashares
of state government expenditures (like textbook selection, testing, special
schools, teacher certification, retirement fund contributions) are included,
the total expenditure figures seen here will differ even from districts’ own
reports. This lack of easy verifiability placed special burdens on the field
team to assure data were accurate and balanced.

Because schools do not normally categorize expenditures by program,
the categorization scheme used here is necessarily unique, requiring thou-
sands of allocation decisions about individual expenditureitems.®® This sec-
tion discusses the most important of the decision rules used to make these
assignments. Further detail on these, aswell as discussion of other categori-
zation issues, can be found in Appendix 3.
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Before we can justify
assigning expendi-
tures to a special
program, we must
first address whether
the special program
reflects a new or
broadened school
goal or whether
changes have simply
occurred in how
similar students are
categorized.

Defining Special Programs

Before we can justify assigning expendituresto a special program, we must
first addresswhether the special program reflects anew or broadened school
goa or whether changes have simply occurred in how similar students are
categorized. In other words, do special student populations (e.g., studentsin
special, bilingual, or compensatory education programs) consist mostly of
childrenwhom, in 1967, were considered “regular” studentsbut whoin 1991
have been reclassified, or do special student populations mostly represent a
new challenge not confronted by American public schoolsin 1967?

The expectation that all elementary and secondary education spending
should affect the outcomes (e.g., test scores) of regular education studentsrests
on the former assumption. Theimplicit claimisthat studentsin today’s spe-
cial education, bilingual, or compensatory education programswere, in 1967,
mostly instructed as part of schools' regular programs, and that the 1967 reg-
ular education outcomes from which we now expect improvements then in-
cluded the outcomes of students similar to those who, in 1991, were in spe-
cial programs. If this were the case, then any new resources given to these
special programs represent only the reclassification of resources previously
givento regular education. Changesin regular education outcomes, therefore,
could be expected to measure the usefulness of these new resources.

Thisassumption may betruein some cases. There were some studentsin
regular education programsin 1967 challenged by learning disabilities that
today earn specia education classifications; there were some students in
regular education programsin 1967 who came from immigrant families not
speaking English; and there were many students from poor minority fami-
lies who struggled to graduate without compensatory assistance. If these
descriptionstruly characterize most students now in special programs, read-
ersmay fairly concludethat thisreport givesafal se picture of changesinthe
programmatic divisions of education spending.

But we argue that thisis generally not the case. Most students served by
special programsin 1991 would not have been in regular education in 1967
or, if they were, would not have remained in school for long. Some students
enrolled in special programsin 1991 would not have been in school at al in
1967.

The claim that special programs represent ssmply a reclassification of
regular students is most often made with respect to specia education, and
particularly with respect to children classified as “learning disabled.” Y et
while some learning-disabled children might be in regular classes were it
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not for the special education program, severely handicapped children would
not be in schools at all, and would instead be cared for at home or in other
institutions (as was the case in 1967). Some sample districts have higher
ratios of learning-disabled to severely handicapped children. For such dis-
tricts, thisstudy’ smethod may understate regular education spending growth.
For others, with relatively fewer learning-disabled classifications but more
severely handicapped or mentally retarded children, adecisionto includein
regular education the costs of educating the latter would inappropriately ex-
aggerate the growth of regular education funds. Some special education cost
increases result from opportunitiesto educate children who, without modern
medical technology, would not have survived to school agein 1967. In some
cases, these children survive with severe handicaps, but in other cases there
is simply a higher incidence of learning disability. Considering these chil-
dren, it is apparent that even al learning-disabled classifications cannot be
thought simply to be reclassifications of regular students, but instead are
partly the net addition of a special population to school enrollment.

In deciding whether to create other special program categoriesto which
1991 expenditures should be assigned, we had to make similar decisions
about whether, on balance, students similar to those served would have been
in regular education in 1967 or whether such students were simply unlikely
to have been part of elementary and secondary publicinstitutionsin 1967. In
cases where we thought the former was more likely (for example, “gifted
and talented” education), we included 1991 expenditures in regular educa-
tion. In cases where we thought the latter more likely, we distinguished ex-
penditures as part of a special program.

Thus, therewere morefirst-generationimmigrant childrenin 1991 schools
than there were in 1967, and, with the abolition of “national origin” immi-
gration quotas in 1965, a greater proportion of immigrant children came
from semi-literate familiesin 1991 than in 1967. The rise of undocumented
immigration from Mexico and the Caribbean, the surge of Indochinese refu-
gees in the 1970s and 1980s, and recent growth of undocumented Asian
immigration accentuate this trend. Immigrant children, in the absence of
bilingual programs, might sitin regular classes unableto benefit, soit would
be inaccurate to consider expenditures these children require as replacing
regular education.

A contrary decision—to include bilingual education program spending
as part of regular education in 1991—would imply that, in 1967, schools
educated similar children as part of regul ar education programswithout spe-

23

Some special educa-
tion cost increases
result from opportu-
nities to educate
children who, without
modern medical
technology, would
not have survived to
school age in 1967.



In the case of some
other special popula-
tions, some students

may have been in
regular classes if
not for special
programs, but other
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have dropped out.

cial help. Certainly, some immigrant children were successful in schools
regular programsin 1967. But the larger share of 1991’ s non-English-speak-
ing schoolchildren had few counterpartsin 1967 schools. The resources de-
voted to these students in 1991, and their outcomes, should therefore be
accounted for separately.

In the case of some other special populations (“at risk,” or compensatory
education students, or studentswho benefit from desegregation expenditures),
some students may have been in regular classes if not for special programs,
but other students might have dropped out. This report defines “at risk” ed-
ucation to include: actual instructional expenditures for teachers and aides
in alternative schools for students who would otherwise drop out, evening
schoolsfor secondary students who work or care for siblings during regular
school hours, and disciplinary schoolsfor studentswho voluntarily or invol-
untarily separate from regular schools. These instructional expenditures are
not included in regul ar education. We make this distinction because costs of
alternative secondary schools would mostly not revert to regular education
were these schools not in existence. Instead, these students would likely
drop out of school and be unserved by any educational program.

Dropout rates were probably much higher in 1967 for the minority and
low-income children whom these programs now target (although dropout
data are the most unreliable of education statistics). For example, many at-
risk students now live in communities that had few such students before the
great northern migration of rural Southern blacks, a migration still in pro-
cess during the early years of this study. Many of these students in 1967
attended small rural schoolsin districts too small to be included in the sam-
ple from which districts in this study were drawn. Others, if they attended
large districts, were often segregated and did not receive the same academic
resources as white students. As noted above, college degrees were not re-
quired of teachersin segregated schoolsin Anne Arundel in 1967. Our data
for East Baton Rouge in 1967 are the compilation of separate datafor “Ne-
gro Schools” and “White Schools.” Per pupil spending was much higher in
thelatter. Thus, to say that in the absence of compensatory or desegregation
programs these students “would have” been in regular education, and that
regular student average outcomes should improve from 1967 to 1991 as a
result of spending on minority and impoverished students, isafurther stretch
than the facts justify. However, we recognize that our taxonomy creates a
less serious distortion in the opposite direction.

Thereis no perfect way to resolve this conflict. In adistrict where mag-
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net school s were established pursuant to adesegregation lawsuit, we catego-
rize as an instructional expense of desegregation the additional, but not the
base, expenditures of these schools. Because the court ordered smaller class-
esin magnet than in regular schools (to make magnets more attractive to an
integrated student body), additional costs of lower class sizes are catego-
rized as an expense of desegregation, not of regular education. (Basic in-
structional costs are considered regular education expenditures.) If these
monies now spent in magnets would, in the absence of a court order, other-
wise be spent on the same students but in regular education programs, our
methodology overstates the extent to which desegregation programs com-
pete with regular education for funding. If, however, in the absence of mag-
net schools, white students would |leave the affected district (either for pri-
vate schools or suburban communities), and if minority studentsin racially
isolated schools would then receive inferior educational services, our meth-
odology is more appropriate.

No classification rules can accommodate the many circumstances in-
volved. We have attempted to categorize spending in ways that do not un-
derstate regular education’s share of school spending in 1991. Some over-
statement islikely, since many district finance records do not identify special
program costs unless federal or state eligibility exists for reimbursement.
Therefore, we likely have categorized some expenditures as regular educa-
tion when better knowledge of their uses might have suggested a different
program.

Our methodology also overstates the share of resources for regular edu-
cation because it cannot account for the time of regular teachers devoted to
special programs. When specia education students are mainstreamed in reg-
ular classes for part of the school day, some portion of teachers time for
regular academic tasks is redirected. All compensation of these teachers,
however, isstill recorded asaregular education expense. Whilewe conduct-
ed interviews to understand teachers' time allocations, we regarded the in-
terview data as too subjective to form a basis for decisions about spending
alocation. But regular education teachers often insist that they spend more
time today on specia programs and less on regular education than they did
25 years ago.

Readers of thisreport who disagree with this methodology may till find
our data useful. For example, readers who believe that “compensatory edu-
cation” should not be distinguished from regular education can sum therows
for these programs in Table 5. They will find that regular education (com-
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pensatory education included) had an 85% share of all spending in 1967 but
only a 62.1% share in 1991. In this case, regular education’s drop in share
was more precipitous than we report (because federal Chapter 1 funds were
asmaller shareof district spending in 1991 than in 1967). With other combi-
nations of datafrom the table, on the other hand, regular education’sdropin
share could seem dlightly less precipitous, but the broad picture would re-
main.

Administrative, Operations, and Maintenance Costs

Former education secretary William Bennett’ s accusation that schoolswaste
fundsin an “administrative blob” hasled many researchersto focus on dis-
tinguishing administrative from classroom costs. They generally find ad-
ministrative costs (central and school-level) of 8% to 17% (Cooper and Sar-
rel 1993). We make no attempt to verify this. We assign many expenditures
often termed “administrative” to programs. We ask what is spent on each
program, including administration.

Implicit in the conventional approach isamodel that likens classrooms
to factory floors where “direct” teaching labor carries out production and
other functions provide indirect support. But, as in manufacturing, schools
do not succeed only as* direct toindirect” ratios grow. Success a so depends
on the intelligence with which the enterprise is planned and coordinated, as
well ason the product mix created. Theimplicit notion in educational debate
that classroomsare“ profit centers’ while curriculum libraries or school bus-
esare “cost centers’ prevents thoughtful analysis of programmatic produc-
tivity. Central office development of curriculum guides, for example, and
teachers' transmission of this curriculum are equally necessary to instruc-
tion. Either may be conducted effectively or wastefully. By calculating total
costsfor each program, including its administrative costs, we do not suggest
that leadership funds are well spent, any more than identification of class-
room expenditures suggests the most effective teaching techniques. This
cannot be determined by finance analyses alone and must be addressed in
separate inquiries.

Our approach creates categories not comparable to those of studies spe-
cifically segregating administrative costs because we distinguish adminis-
trators readily identifiable with a particular program from those who are
charged with the overall direction of the school enterprise. We assign the
former exclusively to the program with which they are identified; only the
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latter do weinclude in ageneral administrative “overhead” or indirect cate-
gory, ultimately allocated to programsin proportion to each program’s “di-
rect” expenditures.

For example, we consider salaries of student transportation directors (and
of their secretaries), or of programmers planning bus routes, as part of a
student transportation program. Conventional analysis treats this staff as
genera “administration,” while busdrivers’ salariesare “direct” transporta-
tion expenditures. We consider directors of specia education as part of the
special education program and district curriculum writers as part of the reg-
ular education program. Safety directors are considered part of security pro-
grams and directors of food services part of food services programs.

Because this report calls “general administration” only those adminis-
trators with overall responsibility (like the superintendent or finance and
personnel staff), “administration” isasmaller part of our totalsthan the“ cen-
tral administration” category with which education analystsare familiar. Our
focus on program asks different questions.

In our programmatic spending cal cul ations, general administrative costs,
along with site administration (like principals and school clericals), mainte-
nance, and operations are allocated to programsin proportion to distinguish-
able“direct” expenditures of each program (including program-specific ad-
ministrative salaries). We considered, but rejected, alternative methods. We
considered whether, for example, to allocate maintenance spending in pro-
portion to aprogram’ s capital equipment, special janitorial needs, or square
footage (resulting, for example, in more assigned to vocational education,
school lunch, or special education—where class sizes are lower). We knew
of no practica way to do so. Some districts now charge maintenance and
repair expendituresto particular programs. Where sampledistrictsdo so, we
ignore such chargesfor sake of comparability and because districts may com-
pute such charges using obscure methods required mainly for compliance
with state or federal reimbursement rules for specia programs.

School officials claim that general and site administrators spend dispro-
portionate time on specia populations and problems. If so, allocating indi-
rect administrative costs based on identifiable program expenditures over-
statesrising costs of regular education and understates the growth of special
populations’ costs. We interviewed administrators to understand their time
allocations, but concluded that we could not make adjustmentsfor thiswith-
out unacceptable subjectivity.

We aso considered arguments that, in the absence of specia programs,
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overhead expenditures would still exist but be assigned to the regular pro-
gram. If, for example, learning-disabled children were not identified for in-
struction with special education funds, janitors and school principals num-
bers would be unchanged. Therefore, assigning overhead shares to special
programsrather than to regular education tends to understate regular educa-
tion spending growth.

This claim raises issues similar to those discussed above regarding the
definitions of special programs. As noted, we acknowledge that some over-
head expenditures we alocate to specia programs would nonetheless con-
tinue to exist without those programs, but others would not. On balance, we
believe our approach, distributing overhead in proportion to identifiable
spending for each special program, is a reasonable way to categorize re-
sources, but we recognize that unspecified distortions may resullt.

Employee Benefits

It was also necessary to assign employee benefits to particular programs.
Few districts record benefit payments as part of distinct employee catego-
ries compensation, and none did so in 1967. Rather, most districts count all
benefit payments as “fixed charges’ and record them in a central office ac-
count. Thus, expenditure reports normally enable readersto identify monies
spent for teacher salaries but not total costs of teacher compensation.

Different employee categories receive different benefit packages (para-
professionals in some districts, for example, receive no benefits other than
Social Security and Medicare payroll taxes paid on their behalf); some ben-
efits (health insurance, for example) are calculated on a per capitabasis and
others (pension contributions) as percentage-of-payroll. Detailed investiga-
tion required to assign salary-to-benefit ratios to each employee-type and
saary level was beyond the capacity of this study. (Some districts in the
sample calculate such ratios for their own budgeting purposes, but we found
these calculations to be inaccurate.) Further, some benefits (like teacher re-
tirement) may be paid not by districts but by state government.

This report distributes employee benefit costs to employees of whose
compensation package they were a part. There is no entirely satisfactory
way to do this. As the best available estimate, we calculated an annual
district-wide benefit ratio of all benefits (including those paid by state gov-
ernment) to all salaries. Compensation costs for each program were calcu-
lated by increasing salaries recorded for that program by this ratio. We did
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thisaswell for afew districtsthat now report benefitsfor each salary expen-
diture, both because we found the district calculations to be inaccurate and
because we wanted to maintain interdistrict comparability.

This method may understate costs of regular education growth, because
we distribute pension benefits, received disproportionately by teachers, to
all employees. On the other hand, it may overstate regular education growth
where per capitabenefits, like health insurance, are asmaller share of teach-
er compensation than they are for cafeteriaworkers or bus drivers. District-
wide benefit ratios are poor surrogates for ratios by specific employee-type,
but preferable to other available alternatives.

Capital Expenditures

Another difficult item to allocate was capital expenditures. M ost school spend-
ing records distinguish “current” from total expenditures, excluding capital
costs from the former. But school districts definitions of capital costs vary
significantly, and districts’ own definitions are applied inconsistently. Inthe
private sector, tax and depreciation rules enforce limited consistency in this
area, but no such constraints apply to school districts.

As aresult, we were forced to ignore districts' own definitions of what
was a “capital” and what was a “current” expense. Because the purpose of
this study is to understand changing priorities in school spending, our prin-
ciple was to exclude only expenditures for construction of new facilities,
because these expenditures were most likely driven by rising enrollment,
not by changes in program priorities or by decisions to intensify resource
use. We therefore include equipment and other spending normally found in
capital accounts. For example, we attempt to include major but routine main-
tenance projects (like re-roofing), although district record keeping may, in
some cases, obscure the distinction between new construction and major
maintenance. Since the smallest district we studied in this report had 1991
enrollment of more than 4,000 students, such expenditures should mostly be
rotated among school buildings and not create year-to-year distortions in
expendituretotals. Thisdecision rule was necessary because, faced with fis-
cal crisis, districts may shift funds from routine major maintenance to edu-
cational programs. Had we excluded maintenance fundsby calling them “cap-
ital expenditures,” such districts would seem to increase spending when, in
fact, the opposite was the case. Note that while this report’s decision rules
about general administration yield an indirect administrative category that is
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smaller than conventionally reported, our decision rules about maintenance
yield alarger indirect category.

Finally, district all ocations of major maintenance or equipment expendi-
tures to either “current” or “capital” accounts sometimes hinge on whether
the project wasfunded by tax or bond revenues. Our decision ruleseliminate
thisinconsistency. Appendix 3 discusses this and other allocation decisions
in more detail.
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FINDINGS

From examination of the expenditure records of nine school districts, we
find that K-12 education spending increased by about 73% in real terms
from 1967 to 1991 (T able 4).** Two districts had very substantial growth:
Spring Branch, where real per pupil expenditures grew by 146%, and Anne
Arundel, with growth of 102%. The other seven districtsincreased real spend-
ing by an average of only 45%, ranging from 37% in Boulder to 82% in
Middletown.

Spring Branch and Anne Arundel experienced great demographic change
during this quarter century (Los Angeles also changed markedly). When
Spring Branch transformed from a suburban Houston “white-flight” com-
munity to one where minority students predominate, the property tax base
for school support remained high because many affluent whitesdid not leave
but rather had fewer children in public schools. The district, therefore, had
resources with which to improve education. Anne Arundel gained real re-
sources when itsimpoverished rural areas evolved into affluent suburbs.

Boulder, where real spending grew the least, islocated in a community
that had more rapid inflation than any other in the sample from 1967 to
1991. Thus, the below-average nomina spending growth of this district
(659%) permitted the purchase of even fewer additional real inputsthan nom-
inal figures suggest. While Boulder decreased its pupil-teacher ratiosin line

TABLE 4
Real Per Pupil Spending Growth in Nine Elementary
and Secondary School Districts, 1967-91
(Listed in Order of 1967 to 1991 Real Per Pupil Spending Increase)

Per Pupil Spending ($1991)  pereent

District 1967 1991 Change
Spring Branch $2,194  $5,402 146%
Anne Arundel 3,029 6,112 102
Middletown 4,387 7,989 82
Los Angeles 3,581 5,923 65
Claiborne 1,790 2,880 61
Bettendorf 2,900 4,459 54
Fall River 3,000 4,601 53
East Baton Rouge 2,771 4,240 53
Boulder 3,780 5,184 37
Average 73%
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with national patterns, its entry teacher salary level failed to keep up with
inflation. Thisisin contrast to other districts, which attempted to increase
real entry teacher salaries even when real salaries were reduced for more
experienced teachers (see Table 14).

But Boulder, located at the base of the Rocky Mountains, became un-
usually attractive to mobile professionals during the period under study.
Higher quality teacher recruits may have been more willing to accept lower
monetary compensation, offset by greater “amenities.” Were it practical to
give amoney value to these amenities, amore sophisticated inflation analy-
sis might suggest that real inputs in Boulder actually grew more than 37%
and that real increases we report for other districts ought likewise be adjust-
ed. Some theorists urge that education research take greater account of rela
tive amenities when comparing regional teacher salary differences (Parrish,
Matsumoto, and Fowler 1995; Chambers 1995). The case for doing so is
persuasive, but beyond the scope of this report.

Shares of Total Spending, by Programs

Table5 describes, for the nine districts asawhole, the changesin the shares
of total spending for each program. The table showsthat special education’s
share increased the most, from less than 4% of all spendingin 1967 to 17%
in 1991. In contrast, the share of funds going to regular education declined.
In 1967, regular education consumed almost all elementary and secondary
education dollars—80% went to regular classroom teaching, school librar-
ies, textbooks, curriculum development and teacher training, and the associ-
ated share of maintenance and administrative costs. Regular education saw
its share of elementary and secondary spending fall to 59% in 1991.

Thelink between the growth in share of special education and declinein
share of regular education cannot be determined from these data. Special
education spending may have grown at the expense of regular education, or
it may be that regular education spending would have grown at arelatively
dow rateevenif special education expenditures had grown much moreslowly.
The data presented here do not resolve thisissue.

Shares of Net New Money, by Programs

Table 6 describes the distribution of net new money in 1991 in the nine
districts.®> Special education took the largest share of net new money: 38%.
Regular education received only 26% of net new money.

32



TABLE S5
Shares of Total Per Pupil Spending for Each Program,
Average of Nine Districts, 1967 and 1991
(Programs Listed in Order of 1991 Share of Total Per Pupil Spending)

Share of Total Change
Per Pupil Spending in Share,
Program 1967 1991 1967-91
Regular Education 79.6% 58.8% -20.9
Special Education 3.7 17.0 13.3
Compensatory Education 5.4 4.3 -1.1
Attendance, Counseling, Dropout 2.1 4.1 2.0
Prevention, Alternative Education
Food Services 2.0 4.1 2.1
Regular Student Transportation 3.9 3.4 -0.5
Vocational Education 14 3.0 1.6
Bilingual Education 0.3 1.8 15
Desegregation 0.0 1.6 1.6
Regular Health & Psychological Services 1.3 0.9 -0.3
After-School Athletics 0.4 0.7 0.3
Security and Violence Prevention 0.1 0.4 0.3
All Programs 100.0 100.0
Overhead Allocated to Above Programs:
General and School Administration 9.4 9.7 0.2
Operations and Maintenance 15.7 14.3 -1.4

Other programs saw much smaller increases. Food services, with the
next largest gains following regular education, received 7.5% of net new
dollars. The program that includes attendance, counseling, dropout preven-
tion, and alternative education received 7.4% of net new dollars. The smaller
programs in combination received some 36.2% of net new dollars.

Tables7 and 8 compare changing shares of total spending and the amounts
of net new money going to regular and special education, the two largest
spending categories for each district. They show that each district in the
sample decreased its share of money spent on regular education and increased
the share spent on special education. In only Claiborne was the reduction in
regular education’s share of spending small,*® but even here theincreasein
special education’s share was significant. Appendix 5 contains separate ta-
bles for each of the nine districts, showing changes in program shares of
total funds, each program’s share of net new funds, and the real growth of
per pupil regular education spending.
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TABLE 6
Shares of Net New Per Pupil Spending by Program, 1967-91
(Programs Listed in Order of Share of Net New Per Pupil Spending)

Share of Net New Per
Pupil Spending, 1991

Program Nine District Average
Special Education 38.0%
Regular Education 25.9
Food Services 7.5
Attendance, Counseling, Dropout 7.4
Prevention, and Alternative Education
Vocational Education 5.2
Desegregation 4.1
Bilingual Education 3.9
Compensatory Education 2.9
Regular Student Transportation 2.8
After-School Athletics 11
Security and Violence Prevention 0.9
Regular Health & Psychological Services 0.5
All Programs 100.0
Overhead Allocated to Above Programs:

General and School Administration 9.8

Operations and Maintenance 12.3

TABLE 7

Changes in Regular Education Share of
Per Pupil Spending, 1967-91
(Listed in Order of 1991 Share for Regular Education)

Regular Education

Share of Per Pupil Spending Regular Education Share

Change of Net New Per Pupil
District 1967 1991 1967-91 Spending, 1967-91
Bettendorf 92% 72% -20% 36%
Boulder 84 64 -20 9
Anne Arundel 83 62 -21 41
Spring Branch 83 60 -23 44
Middletown 78 59 -19 35
East Baton Rouge 76 57 -18 22
Claiborne 57 53 -4 46
Fall River 76 51 -25 4
Los Angeles 87 51 -36 -5
Average 80 59 -21 26
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TABLE 8

Changes in Special Education Share of Per Pupil Spending, 1967-91
(Listed in Order of 1991 Share for Special Education)

Special Education

Share of Per Pupil Spending

Change Share of Net New Per

District 1967 1991 1967-91 Pupil Spending, 1967-91
Fall River 8% 22% 14% 49%
Middletown 2 22 20 46

Los Angeles 2 18 16 42

Anne Arundel 3 18 15 33

Boulder 4 16 12 47

East Baton Rouge 4 16 12 40
Bettendorf 3 16 12 39

Spring Branch 3 13 10 19
Clairborne 4 12 9 26

Average 4 17 13 38
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REGULAR EDUCATION SPENDING

The decline in the share of total spending for regular education does not
mean that real per pupil spending for regular education fell. A smaller share
of a larger whole can still provide increases per pupil. Because total per
pupil spending grew by 73% in these nine districts, it was possible for them
to increase their real regular education spending per pupil despite regular
education’ s reduced relative priority.

Table9 showsthereal per pupil growth of regular education spending in
theninedistricts.” Therangeisbroad, from ahigh of 77.9% in Spring Branch
toadeclineof 3.5%inLosAngeles. Theaveragewasa28% increase. Table
10 distinguishes direct from indirect (general administration, operation, and
maintenance) expensesin regular education. It revealsthat the 3.5% decline
inLosAngeles per pupil spending on regular education (an average annual
decline of 0.1%) partly reflects amuch larger decline (an annual average of
2.7%) in indirect operations and maintenance expenditures. However, even
without this indirect overhead allocation, the direct per pupil expenditures
for regular education in Los Angeles increased only by an annua rate of
0.3% ayear from 1967 to 1991. Thisissignificantly lessthan the averagefor
the nine districts (where direct per pupil expendituresfor regular education,

TABLE 9
Growth in Real Regular Education Per Pupil Spending

Regular Education Average

Spending Per Total Annual

Pupil ($1991) Percent Percent

1967 1991 Change Change

Spring Branch 1,825 3,247 77.9% 2.4%
Anne Arundel 2,513 3,780 50.4 1.7
Claiborne 1,027 1,524 48.4 1.7
Middletown 3,424 4,691 37.0 1.3
Bettendorf 2,674 3,229 20.8 0.8
East Baton Rouge 2,096 2,424 15.7 0.6
Boulder 3,189 3,317 4.0 0.2
Fall River 2,279 2,345 2.9 0.1
Los Angeles 3,118 3,010 -3.5 -0.1
Average Change 28.2 1.0
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TABLE 10
Growth in Real Regular Education Per Pupil
Spending, 1967-91, by Type of Spending
(Average Annual Percent Change)

Indirect
General Operations and

Direct Administration Maintenance Total
Spring Branch 2.4% 3.6% 2.1% 2.4%
Anne Arundel 1.7 1.8 1.8 1.7
Clairborne 1.4 4.7 2.4 1.7
Middletown 1.4 0.7 1.2 1.3
Bettendorf 0.9 0.8 0.3 0.8
East Baton Rouge 0.8 0.8 -0.4 0.6
Boulder 0.0 0.2 0.7 0.2
Fall River 0.4 -1.2 -0.5 0.1
Los Angeles 0.3 -0.4 -2.7 -0.1
Average 11 1.6 0.8 1.0

exclusive of administrative, operations, and maintenance overhead, grew by
an annual average of 1.1%).

If thisistypical of other urban megadistricts, it might help explain why
there is such great concern about academic outcomes of these districts. The
other urban districts in the sample, Fall River and East Baton Rouge, aso
saw their real direct per pupil spending on regular education grow by less
than the sample average, and this slow growth was also in part the result of
drastic reductions in maintenance expenses (and, in Fall River, administra-
tive expenditures as well) attributed to regular education.

In themselves, these data cannot prove that urban districts' maintenance
spending was cut back and reallocated for the purpose of avoiding more
drastic cuts in classroom expenditures. It may be the case that maintenance
would have been reduced even if other regular education expenditures had
grown morerapidly. In contrast, suburban districtslike Spring Branch, Anne
Arundel, and Middletown saw direct regular education spending grow at an
average annual rate of 2.4%, 1.7%, and 1.4%, respectively. (Over the 1967
to 1991 period, this substantial growth rate generated overall direct regular
education growth of 75%, 49%, and 41%.)

Another suburban community, Boulder, had slower real growth of direct
spending on regular education than any of the other sample districts. We
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attribute this to the unusually rapid inflation experienced by the
Denver-Boulder region. The challenge of having to raise revenues to keep
up with thisinflation made it difficult to increase real spending for any pro-
gram.

The Componentsof Regular Education Spending and Sourcesof Change.*8
The 28% real growth of regular education spending raises three issues:

» Havethe components of regular education spending changed over time?

* How much growth in average teacher salaries can be attributed to higher
salary scales, and how much resulted from teachers ascending the pay
scales by gaining experience and education?

» Have staffing patterns changed? Have regular pupil-teacher ratios changed
and, if so, have they changed uniformly at all grade levels?

To answer these questions we anayzed staffing and enrollment detail
for three districts of different sizes: Middletown (small), Boulder
(medium-sized) and East Baton Rouge (large). While in the nine-district
sampleregular education costs grew by 28%, in this subsamplethey were up
19%. We use the subsample in combination with expenditure data from the
nine districts to assess basic patterns, understand variation, and highlight
important questions for further investigation.*

Our analysis suggests that:

« Dollar alocations between teaching, administration, instructional mate-
rials, and other regular education functions changed little from 1967 to
1991. But this continuity masks important trends.

* Inthethreedistrictswe examined in greater detail, per pupil spending on
compensation for regular education teachers grew by 23%.

 Salary scalesbarely kept pace with inflation: average teacher compensa-
tion rose mainly due to an increase in the age and education of teachers.

» Spending on instructional aides grew, but still accounts for arelatively
small portion of instructional spending.

Mostly Stable Shares of Regular Education Spending. AsTable 11 shows,
instructional staff (teachersand aides) consumed about two-thirds of regular
education spending in both 1967 and 1991, though there was a slight shift
from teachers to aides (the magnitude of this shift varying greatly by dis-
trict). Despite availability of instructional technology, it appears that dis-
trictsdid not invest agreater share of their budgetsin instructional materials
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TABLE 11
Changes in Share of Regular
Education Per Pupil Spending by Category

Share of Total Real Growth
Regular Education in Per Pupil
Per Pupil Spending Spending,* 1967-91
Category 1967 1991 Change (Percent Change)
Teachers (Including Substitutes) 67.5% 65.1% -2.3 23.3%
Aides 0.1 1.6 1.6
Summer School 0.3 0.5 0.2
Tuition and Contracted Services 0.1 0.2 0.2
Staff Development and
Curriculum Planning 1.9 3.2 1.2
Library 1.4 2.8 1.4
Textbooks and
Instructional Equipment 3.6 2.6 -1.0 11.2
Overhead (General Admin.,
Operations, Maintenance 25.1 24.0 -1.2 27.9
Total 100.0 100.0

*Real changes are not meaningful where 1967 amounts in some districts are zero or close to zero.

and equipment. (Asashare of regular education spending, this category ap-
pears to have declined slightly.) Library and instructional media’ s expendi-
ture share grew dlightly.

Staff development and curriculum planning grew from 2% to 3% of reg-
ular education budgets. Thistotal includes identifiable expenditures for in-
service and curriculum development aswell asteacher course-taking tuition
(where districts distinctly reported such funds). But it does not include less
easily calculated curriculum and professional development costs. For exam-
ple, subsample districts each added more than two paid “professional days’
to yearly caendars. All nine sample districts added teacher planning time
that may be used for staff or curriculum development. We did not attempt to
assign a portion of teacher salaries to this category, but these investments
suggest increased emphases on staff and curriculum development. Districts
spending on substitutes may also reflect some staff training, where substi-
tute timeisused for releasing regular teachers to attend workshops. Finally,
we did not count as a “ staff development” expense the salary supplements
paid to teachersfor taking postgraduate courses. These supplementsare built
into most teacher salary schedules, but districts rarely supervise or evaluate
the contribution of these course credits to instructional goals.
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Compensation: Salary vs. Benefits. We next examine the contribution of
salaries and benefitsto the changein average teacher compensation.? Table
12 shows that in the three subsample districts, average salary growth ac-
counts for about half of the growth in teacher compensation from 1967 to
1991. Theother half resultsfrom higher average spending for benefits.? The
5% average annual increase in teacher benefitswaslarger than the 4% annu-
al rise in benefits economy-wide.?? However, since some benefits such as
health insurance are more commonly received by college graduates than by
those with less education, we cannot conclude that teachers’ benefits grew
more rapidly than thosefor other workerswith similar education and experi-
ence. Moreover, some portion of theincreased benefit costs may be attribut-
able to an older (and thus better paid) teaching force, since state or district
pension payments cal cul ated as a percentage of salary would tend to rise as
teachers moved up the salary scale. However, district policies varied widely
in this area; some districts may have created an advantage with superior
benefit packages.

TABLE 12
Shares of Net New Compensation for Teachers,
Benefits and Salaries, 1967-91

District
East
Category Middletown Boulder Baton Rouge Average
Benefits 47% 46% 63% 52%
Salaries 53 54 37 48
Total 100 100 100 100

Compensation: Mix vs. Scale. Teachersaswell as other workers often receive
pay increases as their tenure on the job lengthens. In addition, teachers can
often raise their pay by completing additional schooling beyond a college
degree. Most teacher salary scales provide automatic increases for addition-
al yearsof teaching experience and more postcollege credits. Thissalary struc-
tureisdesigned to attract teacherswho value acareer path with apredictable
increasein future earnings. It also reflectsthe expectation that experience and
education |ead to better teaching. The automatic rewardsfor tenure may also
result from the bargaining power (expressed through politics or collective
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bargaining) of senior teachers. Regardless of the reason for these stepped
schedules, the result isthat adistrict’ s average compensation might rise be-
cause the mix of higher- and lower-paid teachers changed. For example, a
district’ steaching force may have aged and the average seniority and creden-
tials of teachers may have been greater in later compared to earlier years.

We next examine the factors responsible for the change in average com-
pensation per teacher in the three subsample districts. Average teacher pay
could change for two reasons. First, compensation for teachers at various
points on the pay scale (e.g., entry level) may have changed. Second, the
mix of teachers may have shifted toward more teachers with greater educa-
tion credentials (MAs, Ph.D.s) and experience. The effect of such a change
in mix is to raise average teacher compensation. We do not have data on
teacher compensation (salaries and benefits combined) at different levels of
the salary scale, and we also lack data on the number of teachers at each
level of the pay scale. But since we do have data on changes in average
salaries, and since the changein salariesisresponsiblefor half of the change
in total compensation, examining salarieswill provide insightsinto changes
in compensation as well.

Table 13 shows the percent change in average salaries for teachers at
fivelevelsof the salary scale, aswell asthe changein average teacher salary
in the three subsample districts.2 The increase in average salaries was sub-
stantially larger than the increase in salary at any particular education/expe-
rience level, indicating that achangein the mix of teachers, with anincrease
in the portion of teachers at the higher levels of the pay scale, was the major
cause of theincrease in average teacher pay.

Thegrowthin average salaries, therefore, came primarily fromincreases
in the age and education of the teaching force, not from salary scale im-
provements. While this increased investment in average salaries represents
an input from which the public has a right to expect better outcomes, we
note that |eading education theorists argue that the strength of links between
teacher quality and years of teaching or university credits has not been dem-
onstrated empirically.?

Some analysts suggest that school districts must improve entry-level sal-
aries to attract better candidates (Lankford and Wyckoff 1995a). But our
sample districts may have done so at the expense of more-educated teachers
in the midrankswith five and 10 years' experience. Whether for political or
strategic reasons, these districts al so appear to haveinvested alarger portion
of their salary dollarsin teachers with the greatest seniority. If these sample
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TABLE 13
Changes in Salary Schedules* by Degree
and Experience in Three Districts, 1967-91

Percent Change in Salary, 1967-91

East
Education/Experience Level Middletown Boulder Baton Rouge Average
Entry-Level Bachelors 18% -0% 9% 9%
Masters 5 Years 7 -4 -8 -2
Masters 10 Years 7 -2 -13 -3
Masters Max or 40 Years 11 8 -2 5
Doctorate Max or 40 Years 5 12 -8 3
Average of All Categories** 9.5 2.8 -4.4 2.6
Percent Change in Average
Salary Per Teacher 24.2% 30.1% 13.4% 22.7%

* CPI-U-X1 adjusted.
**This is a simple average of all categories, unweighted by the number of teachers in each category.

districts are indicative, however, schools could not rely on these modest
increases at the bottom and the top of the scale to improve teacher quality
because, on the whole, salary-scale changes from 1967 to 1991 were either
negative or minimal.

Our findings are consistent with claims by the American Federation of
Teachers (AFT) that average salarieswould have declined from 1967 to 1991
if teaching experience had remained at 1967 levels (Nelson 1993). Our find-
ings also suggest that in the future, as new hiresreplace aging teachers, aver-
age salaries may decline without corresponding reductions in salary scales.

Teachers Standard of Living. A separate question is whether the increase
in teachers' nominal compensation has enabled them to raise their standard
of living. In other words, haveteachers’ nominal pay increases exceeded the
CPI® Asshownin Table 14, CPI-adjusted teachers’ salaries at most levels
of experience and education barely kept pace with inflation, falling marked-
ly in the 1970s and beginning to increase again in the late 1980s. As was
seen in Table 13, average beginning salaries for teachers with bachelor’s
degrees increased 9%, on average, but salaries for those with master’s de-
grees and/or doctorates declined in two of the three districts. Salaries at the
highest levels of seniority outpaced inflation and rose significantly faster
than those of teacherswith five or 10 years of teaching experience.
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TABLE 14
Percent Change in Real Average Teacher Salaries*
by Degree and Experience in Three Districts, 1967-91

For teachers nation-
wide, in both 1967
and 1991 entry-level
salaries were less
than 85% of those for
males in comparable
professions.

Degree/Experience Level** 1967-73 1973-79 1979-85 198591  1967-91
Entry Level With Bachelor’s 12% -11% 3% 7% 9%
Five Years With Master’s 1 -12 2 9 -2
Ten Years With Master’s 1 -13 4 6 -3
Masters Maximum or 40 Years -1 -11 11 8 5
Doctorate Maximum or 40 Years -2 -13 11 8 3

*CPI-U-X1 adjusted.
**This table displays simple changes in published salary schedules only. There is no weighting for
the number of teachers at any level. This is for a subsample of each district.

Comparing Salaries for Teachers and Comparable Workers. We aso ex-
amined how pay for teachers changed in comparison to similarly educated
workersin other occupations. New college graduates and more-experienced
teachers can chooseto enter or remain in teaching or can work in other fields.
If compensation rose more rapidly in comparabl e fields outside of elementa-
ry and secondary education, then the quality of the teaching staff could de-
cline. Alternatively, if pay in education rose relatively rapidly compared to
occupations requiring comparable skills, more qualified people would be
attracted to education. By comparing changesin pay for teacherswith changes
in pay for comparably skilled workers, we can determine whether the pay
structure could have been expected to attract ahigher or lower quality staff.

Table 15 showsentry-level pay for teaching and avariety of other occu-
pations held by male college graduates. Entry-level pay for anational sam-
ple of teachersincreased by atotal of 9.6% from 1967 to 1991 (an average
annual increase of only 0.4% a year). These data are similar to those from
our three-district subsample, where entry-level salariesincreased by 8.9%in
this period.

For teachers nationwide, in both 1967 and 1991 entry-level salarieswere
lessthan 85% of those for malesin comparable professions. Pay for teachers
rose slightly more rapidly than for college graduates in some other profes-
sions, and the gap between teachers and other professional beginning sala-
riesslightly narrowed. However, were we able to include comparable salary
data for females (such data were unavailable), Table 15 may have shown
that the attractiveness of entry-level teaching salaries has actually dimin-
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TABLE 15
Comparison of Entry-Level Salaries in Teaching

With Beginning Salaries of Males in Other Occupations

(1991 Dollars)

Teacher Average Salary Comparable Average Entry-Level Professional Salaries*

Subsample  National** Liberal Ats  Accounting  Sales/Mktg.  Business Chemistry Engineering
Real Beginning
Salaries***
1967 $19,855 $19,836 $24,584  $26,292 $24,674 $25,663 $29,843 $30,517
1991 21,632 21,743 26,244 27,408 27,828 26,496 29,088 32,304
Percent Increase,
1967-91 8.9% 9.6% 6.8% 4.2% 12.8% 3.2% -2.5% 5.9%
Ratio of National
Teacher Average
to Other Professions
1967 1.00 0.81 0.75 0.80 0.77 0.66 0.65
1991 1.00 0.83 0.79 0.78 0.82 0.75 0.67

* 1967 data from NEA (1968, 8). 1991 from Nelson (1993, 48).
** 1967 data from NEA (1967, 17). 1991 from ERS (1993).
*** CP|-U-X1 adjusted.

ished. Because entry-level salaries in other professions for women with a
college education haveincreased morerapidly than thosefor men since 1967,
amore appropriate comparison of teacher pay to that of other comparably
educated women would probably show that relative beginning salaries for
teachersfell.

Pupil-Teacher Ratios. Greater staffing intensity (more teachers per pupil)
was one cause of theincreasein regular education expenditures per pupil. In
the three-district sample the average number of teachers per pupil rose by an
average of 12.4% (Table 16). More intensive elementary staffing (fewer
elementary pupils per teacher) accounted for 77% of the greater staffing
intensity in the three districts. The ratio of regular elementary students to
teachers dropped an average of 22%, from 24.7 in 1967 to 19.3 in 1991
(Table 17). Greater staffing intensity, however, does not necessarily trans-
late exclusively into smaller classes. About half of new elementary teachers
wereregular classroom teachers, generating smaller classes. Other new ele-
mentary staff were subject specialists, such as art, physical education, and
music teachers. While these specialists enrich curriculum, they are also a
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TABLE 16
Percentage of Net New Regular Teachers by Level and Type, 1991

District
East

Staff Category Middletown  Baton Rouge Boulder Average
Kindergarten 1% 1% 15% 6%
Elementary 56% 62% 112% 7%

Regular Classroom 27 24 55 35

Resource Teacher 5 16 5 9

Specialists for Planning 24 21 53 33
Secondary 42% 37% -28% 17%

Regular Classroom 42 -5 -28 3

To Cover Planning 0 42 0 14
Total 100 100 100 100
Percent Change, All Regular
Education Teachers, 1967-91  17.9% 7.2% 12.0% 12.4%

common way for schoolsto free classroom teachersfor planning time. Min-
imum guaranteed planning time for elementary teachers grew from zero to
30 minutes a day in East Baton Rouge and from 30 to 45 minutesaday in
Boulder and Middletown. Thesedistricts added subject speciaistsin response
to contractual or regulatory requirements for increased planning time.

More regular education “resource teachers’ also contributed to growth
in staffing intensity. Resource teachers work with individuals or groupsin
support of regular classroom teachers on remedia or enrichment subjects
not covered by compensatory funding.

Regular secondary pupil-teacher ratios dropped by a subsample average
of 7%, less than the drop in elementary schools. Some districts increased
secondary planning time, guaranteeing one or two periods free from class-
room instruction. East Baton Rouge, for example, went from no duty-free
guarantees to one full period a day. Our data suggest that, when increased
planning time is accounted for, regular secondary class sizes may have in-
creased even while pupil-teacher ratios were falling.

Teacher planning time and lower class sizes have potential to improve
teaching and learning, but existing research has yet to confirm the link (Ha-
nushek 1989). It may be that increases were too modest to expect dramatic
improvement, or that more intensive elementary staffing will show itsim-
pact in years to come.®
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Teacher Aides. Table 18, based on an examination of personnel directories,
shows that the proportion of teacher aidesin the regular education teaching
staff grew from 1.9% to 11.5% in the subsample from 1967 to 1991. Howev-
er, because aides' salaries are less than half those of teachers', growth was
lesssignificant in dollar terms. As Table 11 indicated, spending for instruc-
tional aides grew from a negligible amount to 1.6% of all regular education
spending. It represents 8% of al net new money spent on regular education.

Table 18 also showsthat aide utilization varied widely by district. In one
case, Boulder, each school in 1991 received a money alocation for aides
based on school size and student composition. Each school’ s staff decided
how to use these funds. Some schools used “instructional” aidesfor aslittle
as one half-hour per day to cover recess or bus duty; others used aides in
more instructional roles.?” Because instructional aides can be used in differ-
ent roles, their impact on student achievement is difficult to measure.

TABLE 17
Changes in Regular Education Pupil/Teacher Ratios

Middletown East Baton Rouge Boulder Subsample Average
1967 1991 % Decline 1967 1991 % Decline 1967 1991 % Decline 1967 1991 % Decline

Elementary
Pupils/Teacher 23.8 157 34% 26.6 235 12% 23.6 18.8 20% 247 193 22%
Class Size* 286 21.1 26 28.7 26.9 6 277 24.6 11 284 242 15
Secondary
Pupils/Teacher 175 139 21% 225 210 7% 18.3 19.3 -5% 18.8 15.3 7%
Class Size* 246 196 21 27.0 275 -2 25.8 27.2 -5 25.8 2438 4

*These class-size calculations do not include Chapter 1 teachers who may be used in some cases as regular classroom teachers.

TABLE 18
Changes in Composition of Regular Education Instructional Staffing

Middletown East Baton Rouge Boulder Subsample Average
1967 1991 Change 1967 1991 Change 1967 1991 Change 1967 1991 Change

Regular
Education Teachers ~ 94.4% 859% -8.4% 100.0% 95.3% -47% 100.0% 84.6% -154% 981% 885% -9.7%

Regular Education
Teaching Assistants 5.6 14.1 0.0 47 0.0 15.4 1.9 11.5

Total 100.0  100.0 100.0  100.0 100.0  100.0 100.0  100.0
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Summary. A 28% real increase in regular education spending from 1967 to
1991 represented about a quarter of net new money for all school programs.
The share of funds spent for instruction was unchanged over the period, ap-
proximately 67%. Teacher compensation changes were probably not signif-
icant enough toimprove most districts' ability to attract higher quality college
graduatesto teaching. Theincreasein averageteacher salary was mainly due
to teachers' greater experience and education in 1991 compared to 1967.
Analyses of regular education productivity should attempt to match im-
provementsin student outcomes (if any) with these specific new inputs. Only
then can we know if theseinvestments, though modest, wereworth the price.
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SPECIAL EDUCATION SPENDING

The biggest share of new K-12 money has gone for special education. In
1967, the nine sample districts spent less than 4% of total resources on spe-
cial education; in 1991, they spent 18%. Special education growth consumed
38% of net new fundsin 1991.%¢ Every category of per pupil special educa
tion spending grew substantially, but some categories grew faster than oth-
ers as the structure of special education spending changed.

Table 19 shows that, in 1967, 44% of specia education costs went for
classroom teachers; about 8% to other professionals (like psychologists, ther-
apists, or speech and hearing specialists); 21% of special education support
(administration, contracted services, suppliesand equipment, and state schools
for thedeaf, blind, or “crippled”); and lessthan 1% to special home-to-school
transportation.

By 1991, classroom teachers’ share of special education costs declined
to 37% while the share of special education paraprofessionals (including
classroom aides as well as escorts who accompany disabled children to and
from school) grew to nearly 8%. Transportation costs grew to account for %
of all specia education costs in 1991. Within the special education “ sup-
port” category, administration took a smaller share, private school tuitions
(for students with disabilitiestoo severefor local districtsto accommodate)
took alarger share, and state schools (for blind and deaf children) declined
in relative importance.

Most accounts of special education growth focus on passage of the 1975

TABLE 19
Changes in Shares of Per Pupil Special Education Spending

Share of Total Per Pupil
Special Education Spending

Spending Category 1967 1991 Change
Teachers (Including Substitutes) 44.4%  37.0% -7.5
Paraprofessional Aides 1.3 7.5 6.2
Other Professionals 7.6 6.0 -1.6
Transportation (Home to School) 0.9 5.7 4.8
Support (Program Admin., Tuitions, Supplies, etc.) 20.6 19.9 -0.7
Overhead (General Admin., Operations, 25.1 24.0 -1.2
Maintenance)
Total 100.0% 100.0%
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Education for All Handicapped Children Act (EHA) and subsequent legisla-
tion that made this program an “ entitlement”—unlike regular education. Once
achild isdiagnosed as having amental, emotional, or physical disability, he
or she is legdly entitled to a “free appropriate public education.” School
districts must devote whatever resources are needed to provide support indi-
cated in each student’ s individualized education plan (IEP). Lack of funds
does not release districts from this obligation. Parents (sometimes assisted
by advocacy groups) may suedistrictsfor needed resources; districts may be
ordered to provide them, sometimes resulting in the redirection of scarce
funds from regular programs.?® Courts have ordered school districts to pro-
vide medical care (such as catheterization) at a school site or to pay private
tuitionsif in-school care is not feasible (Singer and Butler 1987).

Y et, while legislation may have prodded special education expansion,
our examination of district records shows that special education was grow-
ing as a share of total expenditures before EHA went into effect. The law
regulated an emerging trend, but did not create it.

Spending growth of special education masks complex changesin educa-
tional practice, medical technology, and socia structure. In some cases, these
changes reduced special education spending. Eradication of rubellareduced
costs of special state schoolsfor deaf children. By 1967, the number of chil-
dren with severe orthopedic handicaps had been much reduced by polio vac-
cines, and polio was disappearing as a cause of special education enroll-
ments.

In other cases, apparent growth of special education funds represents
shifting public and private social resources, not net increases. Public schools
now handle severely handicapped cases that previously were treated in non-
educational public or private ingtitutions. State schools for “palsied chil-
dren” in 1967 were part of state hospital systems and would not normally be
included in education expenditure data for that year. Public schools now
accommodate students of chronological school age who are so developmen-
tally retarded that they are not toilet-trained. In 1967, such children were
often housed in private charitable institutions without benefit of school re-
imbursements. Children with less severe mental retardation were also cared
for privately and did not attend public schools.

In most cases, however, specia education growth reflectsreal new spend-
ing, not shiftsfrom other agencies. Partly thisgrowth represents new sophis-
tication in diagnosis of children with, say, mild autism, severe dyslexia, or
attention deficit disorderswho, in 1967, would have been deemed “slow” or
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unsuitable for academic education.

New disabilities spur some growth in spending. Children born to moth-
ers on drugs may have a higher incidence of learning disability. Children
born prematurely with severe birth defects or very low birth weights were,
with modern medical technology, more likely in 1991 than in 1967 to sur-
vive to school age, and also more likely to need special education services
(Hack et al. 1994).

The number of special education classifications of children with severe
emotional and behavioral disorders has also grown. These children may be
products of family and community structures more dysfunctional than those
from which 1967 children came. Growing special education expenditures
may be duein part to a greater determination to prevent such children from
dropping out of school.

Growth in specia education spending may mask a shift in regular edu-
cation funds resulting from a willingness by some districts to classify as
“gpecia” children whom, in 1967, were considered within the normal span
of learning styles teachers confront. New classifications may result from
greater sensitivity to causes of learning difficulties, adesireto relieve regu-
lar teachers of disciplinary problems or the burden of special attention some
children require, or an attempt to take advantage of state reimbursement
formulae that allot more dollars per pupil for special education students.
Reimbursements may be a means of effectively increasing compensatory
education spending, if common academic disadvantages of low socioeco-
nomic status are the real bases for specia education classification. Lines
between specia and regular education placements are indistinct; wide vari-
ationsindistrict practicesareevident. Itiswidely believed that Northeastern
districts are more prone to claim that children with learning problems need
“gpecial education.” Our datamay support this: in 1991, Fall River and Mid-
dletown each spent 22% of all funds on special education, more than other
sampledistricts.* Claiborne and Spring Branch spent 12% and 13%, respec-
tively; remaining districts spent 16% to 18%.

It will bedifficult for education researchersto eval uate whether this sub-
stantial new investment in special education has been an effective meansto
improve outcomes, because outcomes in special education are especialy
difficult to measure. “ Special education” really comprises many programs,
each with different outcome goals. Since each special student must have an
|EP that specifies outcomes sought and resources and strategies to achieve
them, outcome targets vary greatly by the nature of a child' s disability.
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OTHER SPENDING AREAS

Compensatory Education

Supplementary instructional support for pupils whose academic progressis
slowed by socioeconomic disadvantage isfunded by federal Chapter | (now
Titlel) programsand by parallel programsfunded by state government. The
first year of federal funding was 1967, the base year of this study, and from
1967 to 1991 the share of total district spending consumed by these pro-
grams declined in the nine-district sample from 5% to 4%. New compensa
tory education program funding has consumed little—only 3%—of net new
education money.

Still, thelevel of real per pupil spending in compensatory programs grew
in the sample districts by about 48%.% Some of thisincrease was funded by
state categorical programsthat came into being after 1967; the balance may
result from sample districts' national Chapter | funding growing more than
national averages.*

Because 1967 was Chapter I’ sfirst year, districts spent cautiously. Un-
certain of future funding, some treated grants as “ one-time money,” hesitat-
ing to hire staff who might haveto be dismissed if funding declined. Thus, in
1967 only about a third of compensatory money was spent in sample dis-
tricts on instructional staff (teachers and aides); most went for supplies and
equipment for school s serving underprivileged children. By 1991, however,
62% of compensatory funds were spent on teachers and another 14% on
aides. Social workers, nurses, and other professionals consumed 7%, and
the remainder went to program administration and supplies. Compensatory
money mostly went for teacher specialists (especially reading and math teach-
ers) to provide extrahelp for students pulled from regular classes, with aides
effectively lowering class sizesin school swith disadvantaged students. Other
compensatory education money was for staff to organize parental and com-
munity involvement. One sample district used Chapter | funds to organize
and train community mentorsto support minority students preparing to take
college entrance exams. Another district organized parental education class-
es, teaching parents to assist with homework.

Productivity growth in activities to improve disadvantaged students
achievement depends on thelevel of funding for regular education aswell as
for compensatory instruction. Thus, evidence of narrowed academic gaps
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between minority and white students since 1967 does not necessarily con-
firm that compensatory funds have been well utilized. Research to isolate
effects of Chapter | programs on test scores are inconclusive (Heid 1994).

Counseling, Attendance, Dropout Prevention,
and Alternative Instruction

In 1967, the nine sample districts spent about 2.1% of total funds on coun-
seling, attendance control, dropout prevention, and alternative instruction.
By 1991, the share of total spending on these activities doubled to 4.1%,
including new alternative education programs for students at risk of drop-
ping out, studentswho had dropped out but could be lured back to lesstradi-
tional school settings, or students who were suspended for disciplinary rea-
sons from regular classes or schools. These activities consumed 7.4% of
schools' net new money in 1991.

Within thisbroad category, theimportance of curricular and career guid-
ance declined relative to attendance control and dropout prevention. Sec-
ondary counselors spent more time on discipline and less on guidance.

In 1967, school dropouts had greater options; some could obtain desir-
able jobs. Other nonacademic students stayed in school to graduate from
“general” high school tracks with less rigorous academic standards. Class
schedules might have included heavy doses of industrial arts or homemak-
ing classes, but were not vocational education. “General” diplomas could
not confer collegedligibility, but were acceptable proof of self-disciplinefor
blue-collar or retail service employment.

By 1991, the utility of general diplomas had declined. In several sample
districts, general tracks had been eliminated and students could enroll only
in regular academic or vocational programs. And the regular academic pro-
gram itself demanded more Carnegie unitsfor graduation and more rigorous
curricular standards in most disciplines.

Along with these changes, by 1991 school districts had implemented,
often with special state funding, programs to prevent students “at risk” of
dropping out from doing so. These included special counseling programs,
“life skills” curricula, teen parenting programs, suicide prevention, atten-
dance monitoring, and special instructional programs for students who ei-
ther cannot or do not succeed in regular classrooms or for students who
would otherwise drop out because of work, pregnancy, or parenting obliga-
tions. These alternatives to regular classes enroll students who most likely
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would not have remained in school in 1967 or, if they did remain, most
likely would have enrolled in “general” and not academic programs.®

In 1967, sample districts spent virtually no funds (only 0.07% of total
funds) on aternative instructional programs, most of this spending was for
schools for juvenile inmates. By 1991, this category had grown to account
for 0.6% of total per pupil spending. Nearly 1.5% of al net new money in
1991, compared to 1967, was devoted to this alternative instruction. It con-
sumed 2% to 3% of all net new money in Bettendorf, East Baton Rouge, Los
Angeles, and Spring Branch, and very littlein other sampledistricts. A brief
description of the range of these programs can be found in Appendix 4.

In 1967, the nine sample districts spent 2.1% of their funds on counsel-
ing and attendance programs (as noted above, there was no significant drop-
out prevention or alternative educationin 1967). By 1991, spending on these
two components of the program alone had grown to 3.5% of al funds. Growth
consumed about 6% of al net new funds in 1991, compared to 1967. In
Boulder, growth in these programs consumed 11% of all net new dollars,
though in 1967 Boulder already spent alarger share of funds (3%) on coun-
seling than any other district save Middletown. Middletown, whichin 1967
spent 4% of its resources on counseling and attendance services, devoted
only 1.5% of net new money to these programs, but it shifted how monies
were spent. In 1991, Middletown had fewer regular counselorsthanit hadin
1967 but more dropout prevention staff.

In other suburban districts with fewer disadvantaged students, regular
counseling programs grew during the 25-year period. In Anne Arundel and
Bettendorf, which did not consume as much net new money as did Boulder,
counseling growth accounted for over 7% of net new funds; it was used to
increase the number of middle and secondary school counselors to provide
greater curricular planning and college selection guidance. In several dis-
tricts, consistent with a 1980s focus (after publication of the National Com-
mission on Excellence in Education’s A Nation at Risk) on core academics
in the secondary curriculum, state legislative appropriations spurred growth
in secondary counseling programs.

In East Baton Rouge this category also took more than 7% of net new
funds, but they went mostly for “child welfare and attendance” officers, not
guidance.

Evaluation of the effectiveness of theseinvestmentsisan especially pro-
vocative subject for future research. Thereisgreat national attention focused
on these programs’ outcomes, especially the effort to reduce dropout rates.
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Despitetougher diplomarequirements, national dropout rates apparently fell
somewhat in the quarter century from 1967 to 1991, especialy for minority
students. Dropout statisticsare unreliable, but statusratesmay reflect progress.
In 1972 (when 1967 graduates were about to enter the 24-25-year-old age
group), 82% of American young people, aged 24-25, had completed four
years of high school; by 1991, 85% had done so (NCES 1993, 252). Com-
pletion ratesfor minority youth rose morerapidly, and racial gaps narrowed.
While the completion status of 24-25-year-old white youths grew from 85%
to 89%, black youths' grew from 73% to 85%.

Whether specifically targeted expenditure programs may have contrib-
uted to an apparent modest improvement in outcomes will be difficult to
address, because socioeconomic factors (like availability of employment
opportunities for graduates) also affect completion rates. But without fur-
ther refinement of the kind of input data we assemble here, meaningful dis-
cussion of productivity in this school program will be difficult.

School Lunch Programs

School lunch programs consumed 2% of all school resources in 1967 and
4.1% in 1991. Of schools’ net new money in 1991, 7.5% was devoted to
student meals.

In Claiborne, where household income was 30% bel ow the next poorest
sampledistrict, 17% of all net new money in 1991 went for school lunches.
In the urban districts (East Baton Rouge, Fall River, Los Angeles), school
lunch spending al so consumed more than 10% of net new funds. At the other
extreme, Anne Arundel, most food service expenditures continued to be of f-
set by cash sales to children and teachers; the system spent less than 1% of
net new money on lunches. In 1967, most cafeteriacostsin all districtswere
paid from food sales; we did not consider this portion to be a school ex-
pense.®* By 1991, as federal subsidies expanded, sales were a smaller pro-
portion of revenues. Federa aid fully subsidized lunchesfor studentswhose
family incomeswere below 130% of poverty and partially subsidized lunch-
es for those with incomes up to 185%. Federal aid covered some overhead
costs, so honpoor children effectively received small subsidies.

Some growth resulted from subsidized breakfast and summer lunch pro-
grams, added after 1967 in sample districts, but most new spending was on
school-year lunches. This study did not collect data that would enable usto
determine the extent to which costs rose because of higher per-meal costs or
because of more meals (i.e., more students) served. But it may be that costs

56



rose because poverty among students became more pervasive in some sam-
ple districts and because some districts more aggressively encouraged stu-
dentsto participate. (Secondary studentsin particular often declineto partic-
ipate eveniif eligible.)

Poverty rates steadily declined in the 1960s, from 22% to 12% of the
national population, but in 1970 they began to rise. By 1991, 14% of Amer-
icans had below-poverty incomes, about the same as in 1967. But a slow
growth in poverty from 1970 to 1991 masks shiftsin the age distribution of
the poor: Great Society programs reduced poverty among the elderly while
poverty of families with children grew. In 1970, 15% of American children
came from poor families; by 1991, 21% did so. Increased expenditures for
school lunches, therefore, may not have produced better nourished students,
better prepared for academic challenge. Instead, they may have only offset
deteriorating home nutrition. This possibility complicates productivity anal-
yses of the lunch program.

Better nourished children should have better academic achievement, but
even if children came to school as well nourished in 1991 as in 1967, pro-
ductivity of school lunch inputs cannot be assessed by test scores. Not only
aretest scores affected by avariety of school inputs, lunch programs among
the least important, but lunch programs have social purposes broader than
academic outcomes alone. School lunches were initially funded, not for ac-
ademic reasons, but for national security: malnutrition of World War 11 draft-
ees was believed to have reduced military effectiveness, and so Congress
passed the National School Lunch Act immediately after the war. Today,
few argue that the sole purpose of school lunches is to improve academic
achievement. Current debates about whether to terminate the program (con-
verting it to block grants without individual entitlements) have focused on
whether food aid effectively combats poverty, not on whether it boosts aca-
demic outcomes. Thus, discussion of school productivity (with outcomes
measured by academic achievement) needs to be tempered by consideration
of cost increases in the school lunch program associated with different out-
come goals and measures.

Bilingual Education

In 1967, bilingual education consumed only 0.3% of total school resourcesin

the nine sampledistricts. By 1991, its share had grown to 1.8%. Nearly 4% of

all net new spending by these districts in 1991 went to bilingual education.
In 1967, the only sampledistrict with abilingual education program was
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Bilingual education

funds were spent
mostly for bilingual
teachers and aides.

Fall River, which rented a vacant church building in the center of Fall Riv-
er' s Portuguese community and operated a Portuguese-language instruction
program for non-English-speaking children.

By 1991, several districts had bilingual education programs. Fundswere
spent mostly for bilingual teachers and aides, and expenditures for aides
were nearly 19% of total instructional salaries. Considering aides’ relatively
low pay compared to teachers’, this percentage probably means that there
were amost as many bilingual aides asteachersin the nine sampledistricts.
Thiswas partly theresult of abilingual teacher shortage. To attract bilingual
teachers, Los Angeles paid a$5,000 differential over theregular salary sched-
uleto teachers certified in bilingual education. (Though not reflected in this
study’ s 1991 data, in 1992 Spring Branch adopted a similar program with a
$2,200 differential.) Texas law requires lower class sizes for bilingua stu-
dents; Los Angelesiseffectively subject to asimilar requirement becauseits
desegregation court order requiressmaller classesin segregated schools, many
of which have large numbers of limited English proficient children. Fall
River’s collective bargaining agreement with its teachers' union specified
for 1991 a class size of 27 for regular education and 18 for bilingual educa-
tion. If sufficient bilingual teachers are not available, the district may in-
crease bilingual class size to 25 if a paraprofessional aide is also assigned.
Spring Branch and Los Angeles had such difficulties in the recruitment of
certified bilingual teachers that, in 1991, each district petitioned state gov-
ernment for legal waivers that would permit aides to be assigned to assist
regular teachers.

Fall River now educates children not only in Portuguese but in Spanish
and Khmer as well. Spanish is the predominant language of other bilingual
programsin our sample, athough severa districtsin the sample were chal-
lenged in 1991 by the presence of Southeast Asian children, many of them
refugees, speaking avariety of languages.

Bilingual education is controversial, and this report has no evidence to
contribute to the debate about whether primary language instruction, shel-
tered English, or immersion is a preferable method. We note, however, that
the debate is so fierce because empirical evidence is contradictory about
which methods are effective. Tests of methods are difficult because so much
depends on the starting point of studentsin any bilingual program. Methods
effective for students who are literate (or whose parents are literate) in a
primary language may be ineffective for students who come to school with
little preparation in any language. Unless valid instruments are developed
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for evaluating outcomesin bilingual education, it will beimpossibleto make
judgments about whether the 4% of net new money devoted to this program
has been well or poorly spent.

Security, Violence Prevention, and Discipline

Public concern about school security and violence has heightened, but iden-
tifiable costs of security, violence prevention, and discipline grew relatively
little in the nine districts—from only 0.08% of all school spending in 1967
(most of which was a cost of lunchtime supervisors) to 0.4% in 1991. The
growth in security spending consumed less than 1% of net new money in
1991. Asapercent of total spending, security expenditureswere 0.9%, 0.8%,
0.7%, and 0.5% in Los Angeles, Spring Branch, East Baton Rouge, and Fall
River, respectively, and lessin other districts.

These totals only approximate the use of regular educational resources
for violence prevention. For example, 1991 spending in Middletown and
East Baton Rouge includes teacher payments for after-school detention su-
pervision. (Regular school day instruction for “in-school suspension” stu-
dents is considered an alternative education program expense, not a disci-
plinary expense.) And security costsinclude identifiable supplementary pay
to teachers or aides for lunchroom or playground supervision. But in most
cases such costs may not be identifiable because they are undifferentiated in
broader accounts of regular teacher salary payments. On the other hand, 1967
teachers may have performed similar duties without supplementary pay.

Resource shifts from regular education may be understated because this
study did not allocate school administrators' salaries by actual time devoted
to specified programs. Instead, administrators salaries, as a component of
overhead, were assigned to programs in proportion to direct spending on
those programs. However, intervieweesin several districtsclaimed that school
administrators spent more time on disciplinein 1991 than in 1967. In partic-
ular, increased numbers of secondary school assistant principals may result,
at least in part, from increased time spent on disciplinary relative to curricu-
lar duties.

Peer mediation and conflict resolution programs are another hidden
school security cost. These expensesareincluded inregular salaries of teach-
ers who sponsor such programs, which have become more common and
compete with academic subjects for instructional time. In Anne Arundel,
counsel ors conduct conflict resolution training, so costs of thisviolence pre-
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To the extent vandal-
ism increased from
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vention are subsumed in counseling program accounts.

To the extent vandalism increased from 1967 to 1991, increased costs are
reflected not as a school security expense but rather in spending for replace-
ment equipment, higher maintenance and repair expenditures, or in higher
premiums paid by districts for property insurance—although when districts
choose to self-fund property losses or smply pay for replacement out of cur-
rent revenues, these costs are obscured. Casualty and liability insurance pre-
miums in the nine sample districts more than doubled in real terms, but we
cannot say how much of thisincrease wasfor property rather than liability nor
how much of the property increase was attributable to greater vandalism.

Costs of school vandalism were not only a problem for urban districts.
Anne Arundel’ s vandalism-related insurance rates escal ated so that the dis-
trict began to self-insure the first $500,000 of loss. One of Claiborne's ele-
mentary schools was burned by arsonists during the span of this study, and
weekend breakins by vandals were a not-infrequent occurrence. Claiborne
schools installed alarm systems to deter such breakins, but costs are not re-
flected in expenditure reports: funds for alarms were raised by parents at
bake sales and never passed through district financial records.

Theincreasein spending for security identified inthisreport isprimarily
attributable to the addition of full-time school police forcesin Los Angeles,
Spring Branch, and East Baton Rouge. The creation of these departments
reflects not only greater problems of security and school-related violence
but also cost-shifting from city to school district budgets. In Spring Branch,
for example, all school criminal activity in 1967 was reported to the Spring
Branch city police department. Beginning in 1983, the district established
its own police force, “renting” constable time from town police. In 1987 a
formal school police department was given responsibility for patrol at ele-
mentary and middle schools, full-time onsite patrols at the high schools, and
night/weekend patrols. While this change was stimulated by a perception of
growing violence, it is an exaggeration to attribute, as we do, no city police
expenditures to the district in 1967.

Los Angeles minimal security expenditures in 1967 mainly included
lunchtime recreation supervisors. Here, too, the city police department was
relied upon to police schools, at no cost to the district. The only
security-related hardware expense for 1967 was purchase of abase-to-school
bus radio communication system, purchased with federal civil defensefunds.
By 1991, however, the district had afull police department with 339 armed
uniformed officers on campuses and in marked vehicles on patrol. Compen-
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sation for school police alonein 1991 was $19.4 million, with another $5.5
million for campus security aides and monitors.

Likewise, East Baton Rouge reported no 1967 spending for police offic-
ersor security aides. By 1991, the district spent $1 million for off-duty sher-
iff’ s deputies, and the district assigned two full-time hearing officersto pro-
cess disciplinary suspension cases.

L essurban districts al so showed new security-related expenditures. Bet-
tendorf hired itsfirst part-time police officer in 1991. Anne Arundel had no
security personnel, but each school had afull-time substitute assigned to its
staff to fill in for absent teachers when needed and to sometimes assist in
classrooms when no teachers were absent. But Anne Arundel’s full time
substitutes also devoted time to security patrols. Calculations in this report
include a 1991 estimate that approximately 10% of full-time substitute time
was devoted to security duties.

School districts that track incident reports show the number increasing
rapidly. From 1987, when Spring Branch school police began keeping for-
mal records, to 1990, reported incidents grew from 318 to 2,190. Trendsin
other districtsare similar. Aswith any crimedata, it isdifficult to know how
much these reports reflect more incidents or greater tendency to report inci-
dents.

The nine districts show insignificant expenditures for security-related
technology and equipment (except for police vehicles) in 1991. In Los An-
gelesthe school board explicitly rejected proposalsto purchase metal detec-
tors, believing such devices to be incompatible with an educational atmo-
sphere. Subsequent to 1991, however, these expenditures grew in several
districts. East Baton Rouge purchased a dozen hand-held metal detectors.
Los Angeles also now has over 300 of them and randomly screens 25 stu-
dentsaday at each middle and high school. Los Angeleshasaso installed a
weapons prevention telephone * hotline.”

Other Spending Programs

Other smaller changesin school programs contributed to rising costs of K-12
schools. While vocational education, regular student transportation, deseg-
regation, regular student health services, and after-school athletics account-
ed for nearly 7% of all school spending in 1967, by 1991 these programs
consumed 9.6% of all spending. Combined, these programs accounted for
13% of net new money in 1991.
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Although only Los
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Vocational education grew from 1.4% to 3% of all education spending.
Because many district and state programs consolidate adult and secondary
students, further research is needed to fully confirm thisfinding.*® But K-12
districts clearly made new investments in vocational education during the
study period. Anne Arundel, Claiborne, Spring Branch, and Los Angeles
each built new vocational high schools. District officials estimate that, like
special education, per pupil costs of vocational instruction is two to three
times the cost of regular instruction. Recent changesin federal law require
districtsto integrate academic with vocational instructionin order to qualify
for federal funds. Because secondary students were sometimes bused from
regular high schools to vocational centers during the school day, several
districts spent more in 1991 on vocational education transportation.

Regular student transportation declined from 3.9% of all education spend-
ing in 1967 to 3% in 1991. Only 3% of schools' net new money in 1991
went to this category. District experiences varied. Los Angeles eliminated
all regular education home-to-school busing unless asafety hazard (e.g., the
need to cross dangerous intersections) was demonstrated. This provision,
not surprisingly, is subject to considerable manipulation. Regular school
busing was also reduced in Bettendorf, where walk zones (distances within
which no free busing is provided) were expanded in 1989. Middletown re-
duced its walk zones, increasing its bus costs.

Desegregation activities consumed no funds in the nine sample districts in
1967. In 1991, desegregation expenses were incurred by Los Angeles and
East Baton Rouge, both of which operated under federal court supervision.
Although only these two districts incurred desegregation expenses, their
spending was sufficiently large to raise average desegregation spending for
the nine districtsto 1.6%. Los Angeles’ costs were substantial, 13% of total
spending in 1991 and 33% of its net new money.

Both Los Angeles and East Baton Rouge court orders require intradis-
trict busing for racial balance. In Los Angeles, this busing consumed over
3% of total spending in 1991 and 7% of net new money for all programs. In
East Baton Rouge, desegregation busing was over 1% of all 1991 spending
and 3% of all net new money. The other major desegregation expensein Los
Angeles, where 87% of studentswereminority in 1991, was additional teach-
ers and aides assigned to segregated schools where busing could not reduce
minority enrollment. These schools, pursuant to court order, received addi-
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tional teachersfor class-size reduction to compensate for the effects of racial
isolation. The differential alone represented 6.6% of all 1991 spending and
14% of all net new Los Angeles spending in 1991.

Health and psychological services for regular students consumed 1.3% of
all elementary and secondary fundsin 1967 but only 0.9% of fundsin 1991.
InFall River and Los Angeles, real per pupil health funds declined, as school
nursing or physical examswere cut to freefundsfor other programs. In other
districts spending rose, and in Bettendorf new money for student health con-
sumed over 2% of net new school spending in 1991. Drug education costs
areincluded in this category, and they contributed to the rise of spendingin
districts that had such programs.

After-school athletics consumed about 0.4% of all fundsin 1967 and about
0.7%in 1991. No new funds were spent on after-school athletic programsin
Claiborne and in East Baton Rouge, but in Bettendorf after-school athletics
consumed nearly 5% of net new money in 1991. However, this expenditure
increase may not reflect real new resources if teachers in 1991 were paid
designated stipendsfor coaching duties performed without extrapay in 1967.
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APPENDIX 1

CONSTRUCTION OF THE NET SERVICES INDEX

by Lawrence Mishel, Research Director, Economic Policy | nstitute

Thisappendix presentstechnical information on how
the “net services’ index was computed at the na-
tional and subnational levels.

The National Level

The " net services’ index representsinflation in ser-
vices other than rent/shelter or medical care. The
Bureau of Labor Statistics (BLS) does not publish
such an index—thereisonefor “services,” for “ ser-
viceslessmedical care” and for “services|ess shel-
ter” but not for “services less shelter less medica
care.” It was necessary, therefore, to derive a net
services index (NSI); we appreciate the assistance
we received in this regard from BLS economist
Patrick Jackman, who computed the national NSI
for this project. He did so by combining the “rela-
tive importance” and price changes in particular
periodsfor “serviceslessshelter” and “medical care”
to derive “services less shelter less medical care.”

For instance, using the “relative importance” for
December 1977 and the inflation rates between De-
cember 1966 and December 1977, one can derive
the “relative importance” for December 1966. This
calculation was made for “services less rent” and
“medical care,” which alows a computation of the
“relative importance” for their difference, net ser-
vices. The growth in relative importance of net ser-
vices provides the measure of net service inflation
for the period December 1966 to December 1977.
The same process was repeated for the 1977-82,
1982-86, and 1986-90 periods. The inflation rates
of each period were chained together to obtain an
index value for December 1966 and December
1990—the net servicesindex rises from 100 to 503.
Thisinflation rate is ailmost identical to that of ser-
vices as a whole, whose equivalent value in 1991
(with December 1966=100) is 508.

Subnational Indices

Inflation rates can differ substantially acrossregions.
Consequently, it was necessary to construct a net

servicesindex for each of thelocalitiesin which the
study examined a school district. Regional indices
were also constructed for use in the data analysis
presented in Appendix 2. BLS, however, provides
indices only for major urban areas and for size cate-
gories of cities within each region. The indices that
correspond to the nine citiesare: Baltimorefor Anne
Arundel; North Central C-sizefor Bettendorf; Den-
ver for Boulder; South D-size for Clairborne; South
C-sizefor East Baton Rouge; Boston for Fall River;
Los Angeles for Los Angeles; New York City for
Middletown; and Houston for Spring Branch.

There were several other constraints faced when
constructing subnational indices. First, there are no
indicesfor medical servicesand shelter for the peri-
od before 1977 for the areas outside of the large ur-
ban areas (including Denver). The indices for these
areas are constructed using national trends for the
pre-1977 period. Second, the only “relative impor-
tances’ or “weights’ available at the local level for
1977 were those from the CPI-U. In contrast, the
national net servicesindex used the CPI-W weights
for the 1966-77 period (it was the only national in-
dex in existence during that time) and the CPI-U
weights for the 1977-82 period. The local indices
were constructed using the 1977 CPI-W weightsfor
the 1967-77 and 1977-82 periods and the 1982 CPI-
U weightsfor the 1982-91 period. Third, theindices
were constructed for the full years 1967 and 1991.
Fourth, the most disaggregated level for which “rel-
ativeimportances’ were available isregion. Conse-
quently, each locality’s index is constructed using
the relative importance of the appropriate region.

The weighting method used for the local indices
was applied to the national dataasacheck. It showed
that the national net servicesindex grew 5.33% more
(when more appropriate weightswere used and mid-
points in the school year—December—were used).
To correct for this bias, all of the local indices for
1991 wereincreased by 5.33%. This step increased
their (log) annual inflation rate by 0.2%.

The resulting local and regional net servicesin-
dices were also compared to the local service indi-
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ces. In al cases (except Denver and South C-Size)
the service index rose faster than the net service in-
dex, and most were within about 2% of each other
(except the Northeast, New Y ork, Boston, South D-
Size, and Denver, which differed from 4% to 8%).

APPENDIX 2

These are not large differences over a 24-year peri-
od. Giventhe parallel trends of servicesand net ser-
vices at the national and local levels, it might be
easier for future research to simply rely on the ser-
vice index.

SELECTION OF SAMPLE DISTRICTS

To select nine digtricts for intensive study, we uti-
lized the 1991 “Common Core of Data, Public Ele-
mentary and Secondary Education Agency Univers-
es’ of the National Center for Education Statistics.
It included over 15,000 school districts in the Unit-
ed States, most of which are small districtswith only
one or afew schoolsin rural areas. Though largein
number, these districts enroll few total students.
Determining that the very smallest districts were of
less policy interest to the education research com-
munity, and that the task of gathering 1967 datafor
all 15,000 districts would be beyond the capacity of
this project, we restricted our initial survey to the
2,500 largest digtricts. From these, we eliminated
territorial districts outside the 50 states as well as
those not serving both elementary and secondary
students. Remaining were 2,269 K-12 districts, en-
rolling 27,508,433 students, 65% of al U.S. students.

Expenditure data for the 1960s were more diffi-
cult to assemble. We would have preferred to base
thisstudy on ayear prior to infusion of federal com-
pensatory education funds through the Elementary
and Secondary Education Act of 1965. But the very
existence of federa aid inspired improved record
keeping inlocal districts. Chances of locating need-
ed data diminished as we looked further back.

The only national report of district enrollment
and expenditures in the 1960s was the Census Bu-
reau’ s“ Census of Governments, Financesof School
Digtricts,” conducted twice during the decade and
covering 1962 and 1967. We adopted 1967, 24 years
prior to 1991, as the study’s base. Consequently,
first-year compensatory education grantsareinclud-
ed in base calculations.

We attempted to match districtsin the 1967 Cen-
sus report with those from 1991 NCES data. Some
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district names were not comparable (districts may
have changed names, names may have been report-
ed or abbreviated differently by the 1967 Census
and 1991 NCES, or districts may have consolidated
in intervening years). Other matches were impossi-
ble because the Censusreported only “independent”
school districts—excluding those (like New Y ork
City's) fiscally dependent on municipalities. The
Census aso included only districts with enrollment
greater than 3,000. Since the 2,500 largest districts
in 1991 had enrollment greater than 3,485, wewould
not have been able to match any districts that grew
from less than 3,000 in 1967 to more than 3,485 in
1991.

We ultimately matched 1,368 districts. These
enrolled 43% of all students and spent an average of
$4,605 per pupil in 1991; they had average nominal
per pupil expenditure growth of 732% from 1967 to
1991. The district with the median rate of nominal
expenditure growth was Ritenour, Missouri,* with
1991 enrollment of 6,552, per pupil spending of
$4,138, and nominal expenditure growth of 727%.¥"

We divided the 1991 group (including both
matched and unmatched districts) into
total-enrollment thirds, by district size. Each third
includes districts enrolling atotal of about 9 million
studentsin 1991. The first includes the 101 largest,
from Washoe County, Nev. (1990-91 enrollment
38,466) to New York City (943,969). The second
includes the 518 next largest, from Garland, Texas
(37,978) to Lompoc, Cdlif. (10,267). The remain-
ing 1,645 districts range from Idaho Falls, Idaho
(10,249), to Wissahickon, Pa. (3,487).

From each of these thirds grouped by size, the
unmatched districts were dropped and the matched
districts divided again in thirds: those whose nomi-



nal 1967-91 per pupil expenditure growth was fast,
average, or slow for that size-group.

For smaller districts, 1967-91 matcheswereiden-
tified for 936. Growth-groups were districts whose
nominal per pupil expenditure growth was fast:
808% to 1,616%; average: 666% to 807%; and slow:
237% to 665%.

For middle-sizedistricts, 353 matcheswereiden-
tified. Growth-groups were districts whose hominal
per pupil expenditure growth was fast: 788% to
1,357%; average: 643% to 788%; and slow: 260%
to 643%.

For the 101 largest districts, matches were iden-
tified for 77, but we divided the districts differently.
Because of widespread public policy interest in ur-
ban megadistricts (New Y ork City, Broward, Dade,
Chicago, Houston, Los Angeles, Philadelphia, and
Detroit), we chose to assure that one such district be
included in the sample.® This decision did not do
violence to sample selection procedures, because
these eight districts enroll almost exactly one-ninth
of studentsin the database. For these eight, matches
were identified for six. Growth ranged from 678%
(Detrait) to 926% (Dade). Wedivided the 71 remain-
ing largedistrictsinto d ow-growing (405% to 758%)
and fast-growing (763% to 1,211%) groups.

This process identified nine-district subgroups,
each drawn from a group of districts enrolling ap-
proximately one-ninth of total 1991 enrollment in
the 2,500 largest school districts: small districtswith
relatively fast, moderate, and slow nominal expen-
diture growth; medium-size districts with relatively
fast, moderate, and slow nominal expenditure
growth; large urban megadistricts; and other large
districtswith relatively fast and rel atively s ow nom-
inal expenditure growth.*

Because some states (mostly in the Northeast and
Mid-Atlantic) had many dependent districtsin 1967,
they were, to this point, underrepresented in the sub-
groups. Prior to final sample selection, we supple-
mented the subgroupswith 1967 and 1991 state gov-
ernment data from Connecticut, Maryland,
Massachusetts, New Hampshire, New Y ork, North
Carolina, Rhodelsland, and Tennessee. Sampledis-
tricts were then chosen from those whose nominal
expenditure growth was closeto the midpoint of each
subgroup. The subgroups are represented as cellsin
Table 20.

The precise midpoint district was not necessari-

ly selected for study. From those districts close to
midpoints of subgroups, districts were selected that
were geographically diverse and illustrative of na-
tional minority, poverty, and urbanicity patterns.
Districtswereavoided if 1991 and 1967 enrollments
were grossly dissimilar. The average enrollment
change of the nine sample districts is +4% growth,
while total U.S. K-12 enrollment declined by 4%.
This 8% difference is unsurprising, as the smallest
rura districts, where enrollment was more likely to
have declined since 1967, were excluded. Avoid-
ance of districts with large net 1967-91 enrollment
changes, however, could not assure sample districts
that did not have offsetting gains and declines dur-
ing intervening years; this, it turned out, character-
ized severa districtsin the study, asit characterized
national enrollment trends. This control minimized,
if it did not eliminate, distortion of data-representa-
tiveness from staffing, operations, or maintenance
patterns unduly influenced by extreme enrollment
changes.

Two selected districts declined to cooperate with
the study and were replaced by others, chosen sim-
ilarly. The ninedistricts on which the study is based
are described in Table 3 of thisreport. Table 21 il-
lustratesthat demographic characteristics of the sam-
ple are reasonably close to national averages. We
do not claim a statistically representative sample,
but believe it to reflect the range of experiencesin
districts (except small rural districts) across the na-
tion. Trends we identify in the sample can indicate
national expenditure trends in elementary and sec-
ondary education.

Future research will fully analyze the national
database created for selection of the sample. But
preliminary examination reveals great variety in
school districts’ nominal expenditure growth. Some
had growth lessthan inflation, suffering loss of pur-
chasing power. Others added many more new real
school inputs.

Further research, including multivariate statisti-
cal analysis, will be needed to analyze this database.
However, a superficial ook suggests that the wide
range of districts’ nominal expenditure growth rates
did not seem to result from differences in district
size, urbanicity, or minority enrollment. The data-
base of matched districts had average nominal ex-
penditure growth of 732%. Large, medium-sized,
and small districts had average nominal growth of
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TABLE 20

District Groups From Which Sample Districts Were Selected Based on
Matched (1967 and 1991) Group of 1,366 U.S. School Districts Enrolling
18,053,789 Students (55% of All Students), Supplemented by

State-Provided Data for Unmatched Districts

I. Large District Group: Total 1991 Enrollment of 9,059,726 K-12 Students

Other Large Districts
With Rapid Nominal

8 Megadistricts Expenditure Growth

Other Large Districts With

Slower Nominal
Expenditure Growth

Number of Districts 6 35
(Matched Database Only)

Enrollment Range 161,100 to 943,969 39,896 to 135,000
Total 1991 Enroliment 1,879,838 2,297,419
in Group

(Matched Database Only)

Range of Expenditure 678% to 926% 763% to 1,211%

Growth, 1967-91

36

38,466 to 121,984

2,124,830

405% to 758%

Il. Medium-Sized District Group: Total 1991 Enroliment of 9,151,827 K-12 Students

Number of Districts

Rapid Nominal

Expenditure Growth

Moderate Nominal
Expenditure Growth

Slower Nominal
Expenditure Growth

117

118

(Matched Database Only)

Enrollment Range 10,286 to 37,969 10,267 to 37,978
Total 1991 Enroliment 2,042,760 2,202,829
in Group

(Matched Database Only)

Range of Expenditure 788% to 1,357% 643% to 788%

Growth, 1967-91
Ill. Small District Group: Total 1991 Enrollment of 9,296,880 K-12 Students

Moderate Nominal
Expenditure Growth

Rapid Nominal
Expenditure Growth

119

10,292 to 36,286

2,091,782

260% to 643%

Slower Nominal
Expenditure Growth

Number of Districts 312 313
(Matched Database Only)

Enrollment Range 3,487 to 10,234 3,488 to 10,199
Total 1991 Enroliment 1,800,540 1,806,937
in Group

(Matched Database Only)

Range of Expenditure 808% to 1,616% 666% to 807%

Growth, 1967-91
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TABLE 21
Characteristics of the Nine-District Sample Compared With National Averages

Nine-District National
Sample Averages
a.Rate of Nominal Per Pupil 744% 710%
Expenditure Growth, 1967-91

b.Minority Students, 1991 31% 32%*
Community Characteristics, 1991
c.Children Below Poverty 18% 22%
d.Non-English-Speaking Children 3% 5%**
e.Median Income, Households w/ Children $36,857 $42,514
f. Householders With College Degrees 27% 23%

*1990.
**1990. “Speak English with difficulty.”

Sources: For nine-district sample, Table 3. For national averages: Row a: Table 2, see text. Note the average for the full
database from which the nine-district sample was selected was 732%. Row b: National Center for Education Statistics,
1994, The Condition of Education, 1994, Washington, D.C.: GPO, p. 299. Row c: Bureau of the Census, 1992, Poverty
in the United States: 1991 (Current Population Reports, Series P-60, No. 181), Washington, D.C.: GPO, p. 4. Row d:
National Center for Education Statistics, 1994, The Condition of Education, 1994, Washington, D.C.: GPO, p. 308. Row
e: Bureau of the Census, 1992, Money Income of Households, Families, and Persons in the United States: 1991
(Current Population Reports, Series P-60, No. 180), Washington, D.C.: GPO, p. 77. Row f: Bureau of the Census,
1992, Educational Attainment in the United States: March 1991 and 1990 (Current Population Reports, Series P-60,

No. 462), Washington, D.C.: GPO, p. 36.

753%, 702%, and 741%, respectively. Urban, sub-
urban, and rura districts had averagenominal growth
of 747, 741, and 701%. Districts with minority en-
rollments of morethan 75%, from 50% to 75%, from
25% to 50%, and lessthan 25% in 1991 had average
nominal growth rates of 744%, 731%, 721%, and
729%, respectively.

But nominal expenditure growth does vary by
region (Table 22), with Western states significantly
lagging districts el sewhere. When these data are ad-
justed for inflation (using methods described in the
first section of thisreport), adifferent pattern emerg-
es. Spending of all districtsin the database increased
by 63%. In real terms, districtsin the North Central
Census region increased spending by 76%. In the
Northeast region, real per pupil spending grew by
an even greater 84%. And in Southern states, real
per pupil jumped by 88%. In the West, however,
spending grew by barely half that rate (47%). Slow
Western expenditure growth wasnot confined to Cal -

ifornia; Texas districts had real expenditure growth
dlightly less than the national average, and districts
in other Western states had growth substantially
below the national average.

Further investigation of these changes should be
aresearch priority. If, for example, further investi-
gation confirms these regional trends in spending
growth, researchers might inquire whether program
outcomesin the Northeast and South improved more
rapidly, or in the West more slowly, than those in
the North Central region.
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TABLE 22
Summary of Districts’ Real Per Pupil Expenditure Growth,
by Census Region, Based on 1,368 U.S. School Districts
Enrolling 18,053,789 Students (43% of All Students)

Per Pupil Expenditure
Growth, 1967-91

District Type 1991 1991 Per Pupil

(Median District*) Enrollment Expenditure Nominal Real
All Districts in Database 18,053,789 $4,605 732% 63%
(Ritenour, Mo.) 6,552 4,183 727 64
Districts, by Geographic Region,

Using Regional Price Indices (NSI):

224 Districts in Census Region 1 (Northeast) 6,820 820 84
(Freeport, N.Y.) 6,176 8,863 794 81
399 Districts in Census Region 2 (North Central) 4,927 739 76
(Elgin, Ill. Dist. 46) 27,726 4,101 733 69
334 Districts in Census Region 3 (South) 4,162 783 88
(Highlands County, Fla.) 9,248 4,920 811 87
411 Districts in Region 4 (West) 4,245 630 47
(Pampa, Texas ISD) 4,150 3,687 643 47

*By rate of nominal per pupil expenditure growth.

APPENDIX 3

CATEGORIZATION DECISIONS FOR
ASSIGNING EXPENDITURES TO PROGRAMS

This report requires category decisions that deviate
from conventional school finance accounting. Treat-
ment of overhead and benefits is discussed in the
body of thisreport, where we note that district-wide
benefit ratios may distort, in unspecified ways, pro-
gram accounting because different employee types
receive benefitsin different ratios to their compen-
sation. Thisis complicated by the fact that benefits
became increasingly important from 1967 to 1991.
Thus, to the extent that average benefit ratios actu-
aly differ for the mix of employeesin different pro-
grams, 1991 program dataarelessaccurate than 1967
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program data.

Table 23 showsthat empl oyee compensation was
a stable 78% of district expenditures in 1967 and
1991. Table 24 indicates the increasing importance
of benefitsin this compensation.

The unusually low (as a share of total spending)
compensation expenditure for Claibornein 1967 is
anomalous, attributableto thefact that Claibornere-
ceived an infusion of Title | money in 1967 (mak-
ing up about 25% of the district’s entire budget in
that year), used almost entirely for supplies and
equipment. In subsequent years, after this initial



TABLE 23
Employee Compensation as a Share of All District Expenditures

Compensation
Share of Spending
District 1967 1991 Change
Anne Arundel 7% 79% 2
Bettendorf 79 75 -3
Boulder 81 76 -5
Claiborne 63 78 15
East Baton Rouge 74 81 7
Fall River 91 80 -11
Los Angeles 82 86 5
Middletown 82 72 -10
Spring Branch 72 75 2
Average 78 78 0

Note: Calculations include salaries paid directly by school district and benefits paid by district or by state government
on behalf of district employees

TABLE 24
Benefits as a Share of Total Employee Compensation

Benefits Share of Compensation

District 1967 1991 Change
Anne Arundel 8% 24% 16
Bettendorf 6 18 12
Boulder 7 18 11
Claiborne 9 15 6
East Baton Rouge 9 20 11
Fall River 10 11 1
Los Angeles 7 25 18
Middletown 16 22 7
Spring Branch 5 16 10
Average 9 19 10

Note: Calculations include salaries paid directly by school district and benefits paid by district or by state government
on behalf of district employees.
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“catch-up” of equipment purchases, Claiborne (like
other districts) used its federal compensatory edu-
cation funds for teachers and aides.

Ratios of compensation to total district spending
may be influenced by a district’s particular mix of
contracted and direct services. For example, a dis-
trict that contractsfor bus servicesmay seeitstrans-
portation costs rise as aresult of the rising compen-
sation costs of the contractor’s employees. This
study, however, would not identify these as com-
pensation costs, since the transportation expense is
recorded simply as a lump sum payment for con-
tracted services. Similar considerations apply in the
case of digtricts (especially smaller ones) that paid
feesto regional collaborativesfor special education,
staff training, or vocational education services.

Other judgments about categorization include:

1. Capital Expenditures. School-spending research
usually ignores capital costs, reporting only current
spending. As explained in the third section of this
study, we reject this approach because we have lit-
tle faith in the principles many districts use to dis-
tinguish capital from current costs, or in the consis-
tency with which many districts apply those
distinctions. The goal of this study was to capture
al legitimate per pupil school costs, except those
specifically caused (like new school construction
costs) by changes in total enrollment.

The following are some examples of problems
encountered in district accounting of capital and
current expenditures and how we resolved them.

We sought to measure the cost of transportation
programs, but if, following some districts’ practic-
es, we excluded all capital spending, bus purchases
would beignored. This might have been acceptable
if transportation practices were consistent across
districts. But some districts purchase student trans-
portation from bus contractors whose fees, consid-
ered current expenses, cover depreciation of buses.
Comparability between districts that contract out
transportation and those that do not requiresinclud-
ing capital costs of bus purchases, unless there is
reason to believe that buses are replaced on an ir-
regular schedule.

Instructional equipment is part of regular educa-
tion, but there is no interdistrict uniformity about
whether this equipment is capital and, if so, what
dollar value distinguishes such capital from supplies.
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Weincluded major maintenance expenditures not
related to new construction, because we considered
these costs as aregular and predictable cost of edu-
cation. We found no interdistrict consistency (or
consistent practicewithin districtsin different years)
with regard to treatment of major maintenance. In
some cases, districts paid for major recurrent main-
tenance like reroofing, painting, or playground re-
surfacing out of current funds. (Sometimes called
“deferred maintenance,” these costs may be suffi-
ciently infrequent to require advance savings of
maintenancefunds.) In other cases, particularly when
districts had fiscal stress, these were deemed “ capi-
tal” costs. In some cases, salaries of facilities plan-
ners were moved from current administrative ac-
counts to capital funds, or back again, depending
apparently on where funds were more easily acces-
sible.

It makeslittle sense to capitalize regular mainte-
nance, no matter how major. Ideally, districtsshould
capitalize only new construction for expanding en-
rollment, especialy in large districts where major
maintenanceisregular and significant “ deferral” un-
necessary, and where even school buildings are re-
habilitated on arotating schedule.

Although we excluded capital costs of new facil-
ities, wewere not always abl e to distinguish the cap-
ital costs of constructing replacement facilities
which, according the principles described above,
should have been included. Further, even had we
been able to distinguish all such expenses, we pres-
ently have no acceptable convention for amortizing
these one-time costs.

Wedid not exclude construction costs where we
had information that these costs were motivated by
pedagogy, not growing enrollment. Onedistrict con-
cluded that a K-6 facility was too large and should
be reconstructed into two schools, one for grades
K-2, the other for 3-6. Remodeling was paid from
capital building funds, normally used for new con-
struction. We included these costs while excluding
similar expensesfrom the samefund used to remodel
a non-school building to a school. Another district
experimented with “open classrooms.” We includ-
ed the capital funds used to construct walls when
the experiment ended.

Because we attempted to exclude from “over-
head” accounts only expenditures for new student
housing (including school additions and purchases



of portable classrooms), for comparability we also
excluded rental of classroom space during enroll-
ment crunches, though such rentalsare normally con-
sidered “current,” like rentals of theaters for gradu-
ation exercises (not excluded). Bus purchases are
counted as transportation equipment, instructional
equipment along with textbooks as an educational
expense, administrative office equipment as admin-
istrative costs, school planning costs as operations,
and regular (even if major) maintenance as mainte-
nance. We followed these rules irrespective of
whether districtsreported this spending as“ current”
or “capital” and whether costs were paid from tax
revenues or bonded indebtedness.

If districts financed al construction with bond
funds, we could then haveincluded these costswith-
out distorting annual spending. Actual expenditures
could be excluded, with principal and interest pay-
ments to retire indebtedness included. This method
amortizes construction costsover thelife of the bond
which paid for it and gives more realistic views of
capital costs, undistorted by year-to-year swings.
However, thismethod isunworkable because, in sev-
eral sampledistricts, bond revenues and special con-
struction parcel tax receipts were mixed together in
building funds. In other cases, school construction
was simply paid from current revenues. It was im-
possible to determine which projects were financed
by bonds and which by taxes.

Where construction (or bus purchases) were fi-
nanced by bonds (or “certificates of participation”),
we recorded repayment of interest as costs of oper-
ations (or transportation) and ignored expenditures
for principal repayments, since inclusion of the lat-
ter would represent double-counting of capital costs
(in the case of bus purchases) or impermissible
counting of excluded new construction costs.

There are pitfalls to our method. We may not al-
ways have distinguished repair and maintenance
costs from structural aterations to existing build-
ings for expanding enrollment. Nonetheless, we re-
gard our approach as the most accurate practical
approximation.

Double counting of principal repayments and
capital expenditures, confusion between capital and
equipment, and absence of conventions to depreci-
ate capital stock characterize many districts’ fiscal
reports. School accounting procedures should be
reformed in this respect. The Department of Com-

merce's Bureau of Economic Analysis announced
in 1995 that it will begin to depreciate government
purchases of buildings, roads, and equipment to cal-
culate grossdomestic product. School districts might
consider adopting BEA' s schedules for calculating
public capital value.

2. Private funds. This report concerns only public
K-12 spending, not spending by parents, students,
or private sources. Summer school costs or driver
education were not counted if paid by student tu-
ition. Cafeteriaexpenses (food, salaries, equipment)
were divided in shares corresponding to public rev-
enues and sales, counting only the former. Similar-
ly, athletic costswere reduced by ticket-saleincome.

Weincluded someinstruction paid by grants(cor-
porate or foundation), when indistinguishable from
regular academic programs and when funding passed
through district accounts. These represented a tiny
proportion of 1991 expenditures, but could grow.
Private moniesrai sed by parent-teacher associations
or communities were not included if directly con-
tributed to local schools and not recorded in district
accounts.

3. Preschool expenditures. We excluded all prekin-
dergarten expenditures, except for special education
that districtsare now required by federal law to pro-
vide. Thus, Head Start programs operated by school
districts were not counted, nor were preschool pro-
grams, even if operated with federal compensatory
education funds.

4. Community services. Many K-12 spending re-
ports do not include “community services.” Wefol-
lowed this convention, excluding after-school rec-
reation programs, “Neighborhood Y outh Corps,” and
community education. However, “census taking,”
normally deemed community service, wasincluded
because districts perform this project primarily for
enrollment planning.

5. “War on Poverty.” If adistrict was a “War on
Poverty” grant recipient in 1967, only funds direct-
ly related to K-12 education were counted, such as
“Community Action” grantsfor extended school day
education or for “parent-school coordination.”

6. Adult and vocational education. We excluded
adult education, but included costs of high school
students in adult courses who receive secondary
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credit. We believe data enabled usto make this dis-
tinction accurately. However, with regard to voca
tional education, we areless confident we separated
all secondary from adult expenses. Thiswas a prob-
lem for district as well as for state
vocational-technical schools open to both second-
ary and adult enroliment. Of all data reported, we
have greatest concern about the accuracy of those
describing vocational education costs. We may have
unintentionally included spending for adults or omit-
ted spending for secondary students. In some cases,
we estimated that 25% of vocational-technical stu-
dents (and costs) were secondary, based solely on
the fact that this share prevailed in states and dis-
tricts where we had accurate information. This had
little effect on overall results, as vocational educa-
tion represents but a small part of total K-12 spend-
ing. But without additional verification, thisreport’s
conclusionsabout vocational education aretentative.

7. Gifted and talented. Unlike some states and dis-
tricts, wedid not count “ gifted and talented” instruc-
tion as part of “special education” or as a separate
program. Rather, without judging the merits of aca-
demic tracking, we considered “gifted and talent-
ed” expenditures as part of regular education, re-
flecting educators decisions about how to nurture
high achievers. We considered students who bene-
fit from these funds not a “ special population,” but
rather those whom most citizens and policy makers
agree regular education should serve.

8. Special education. We counted as “specia edu-
cation” expenditures for physicaly, mentally, or
emotionally retarded students, even if not consid-
ered part of a district’s special education program.
We counted as special education, for example, vo-
cational classesfor handicapped secondary students.
Wetreated regular program school psychologistsas
costs of special education if their duties mainly in-
cluded the assessment of current and potential spe-
cia education students.

9. Immigrant education. Special programs for im-
migrants, like " newcomer schools,” were considered
part of the bilingual education program even if not
paid from specifically designated bilingual funds,
because both immigrant and bilingual programs
serve similar populations.
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10. Workers' compensation and other benefits. We
treated workers' compensation premiums as an em-
ployee benefit, not a casualty or liability expense
(part of general administrative overhead), though
some districts do. We also treated “ employee assis-
tance programs” (for counseling about personal
problems, drug and alcohol abuse, etc.) as an em-
ployee benefit. Employee exams given by adistrict
(like tuberculosis testing or physicals for drivers or
mai ntenance employees) were deemed costs of per-
sonnel administration, not employee benefits. Ad-
ministrative costs of operating district self-insurance
benefit funds were also deemed general administra-
tion and not counted as expenditures for benefits,
though these costs may be paid from specia bene-
fits funds.

11. Sabbatical |eaves. Saaries of teachers on sab-
batical |eave and paymentsto teachersfor workshop
attendance were considered staff development costs,
not benefits or salary expensesof classroominstruc-
tion. Such payments are not always identifiable in
district accounts, however. If workshop attendance
payments are not identified, a surrogate for these
costs might be substitute salaries paid when regular
teachers attend in-service training. District records,
however, often do not distinguish these substitutes
from those who cover for teacher absence.

12. Public payments for private schools. We did
not count school district spending to subsidize pri-
vate school programs. Though part of school dis-
trict budgets, we excluded bustransportation, “ Chap-
ter I” compensatory programs, Chapter Il library
support, or health services (nurses) provided to pri-
vateor parochia schools. However, wewerenot able
to remove from our accounts state funds for pur-
chase of textbooks for private schools. Tuition and
transportation for district students who attend pri-
vate or public schools outside the district, because
the district is unable to provide appropriate services
(like specia or bilingual education), were included
in appropriate categories of this report.

13. Field trips. Where it was possible to identify
salaries of busdriversand other costs of student field
trips or other transportation within the school day,
these were considered an expense of regular educa
tion, not a student transportation expense.



14. Benefits of state department of education em-
ployees. As noted in the text, we calculated funds
spent by districts for compensation in each program
as the sum of salaries and a pro-rata share of total
benefit costs. State departments of education spend-
ing, part of programmatic totals, aretreated asthough
state departments were providing contracted servic-
es to districts. State spending reports, from which
these “contracts’ were calculated, may not include
benefits for state department of education employ-
ees. And salaries or benefits paid to state depart-
ment of education employees (or, for example, to
staffs of state special schools) were not included in
salary, benefit, or total compensation numbers re-
ported in Tables 23 and 24, though these amounts
were included as contracted services in the main
programs we tracked.

15. Didtrict utilization of stateor regional programs.
State and multidistrict regional expenditures were
included by dividing total state or regional spend-
ing for a program by the sample district’s share of
state enrollment. Thisinaccurately impliesthat dis-
trictsutilize state services at identical rates, the most
practicable approximation. For example, one sam-
ple urban district is in a county with many other
smaller districts. A county department operates both
special education and disciplinary schools under
supervision of juvenile courts. The sample district
hardly uses county special education schoolsbecause
the district operates its own full special education
program. But district students (who come from the
county’ slow-income and high-crime communities)
are sent in disproportionate numbers to disciplinary
schools. We could not account for these variations,
so both county special education and disciplinary
school expenditures were included on the basis of
district enrollment as a share of enrollment in all
county school districts.

16. Job training funds. Several sample districts ad-
ministered funds under the Manpower Devel opment
and Training Act (MDTA), Comprehensive Employ-
ment and Training Act (CETA), or Job Training
Partnership Act (JTPA). Districts generally used
these funds to hire teenagers for summer janitorial
or clerical tasks, though some districts made use of
funds for similar purposes during the school year.
In other cases, districts provided similar work for

teenagers, though another agency (like city govern-
ment) administered the funds.

When these teenagers performed useful work oth-
erwise performed by regular school employees, true
accounts of public elementary and secondary edu-
cation funds should include this spending, whether
channel ed through school districts or other agencies.
But if programs exist mainly to provide work expe-
rience, funds should not beincluded in K-12 account-
ing. Actual programs combine both purposes. We
could not conduct investigations of these purposes
for most programs, so these funds were generally
not included inthisreport’ scalculations. In one case,
however, we determined that JTPA fundswere clear-
ly spent primarily to advance an educationa pro-
gram, not to train students: adistrict used JTPA funds
to hire college studentsto conduct routineinterviews
of high school freshmen, as part of adistrict’ s drop-
out prevention and counseling program. Thisexpen-
diture was included.

17. Other public agencies. In some cases, state agen-
ciesother than adepartment of education spent funds
for K-12 purposes. Where we encountered such ex-
penditures we included them, though we were able
to make no systematic search of all state, regional,
or municipal budgets for such programs. This may
create minor datadistortions. For example, if asam-
ple district maintains its own police force or pays
city officersfor overtime spent at a school site, this
spending isrecorded. But if adistrict arranges with
municipal policeto provide school security, but pro-
vides no payment for this service, costs to munici-
pal police of providing security are not recorded.

We identified a “school for palsied children” in
a 1967 state health department expenditure report.
These costs, now borne by school districts as a spe-
cial education expense, should properly be record-
ed in the base from which special education growth
is measured. The costs are included, but we made
no systematic effort to identify comparable expen-
dituresin other states.

In several states, public universities provide ser-
vices (academic or specia education testing, for
example) to local school districts. A full accounting
would identify these costsin university budgets. We
were not able to do so.
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18. Administration. Asnoted in thetext, we distrib-
uted administrative costs with clearly identifiable
purposes to programs they lead or support, not to
general administration. This method avoids pitfalls
of conventional queststo identify “central adminis-
trative” costs. In conventional education research,
administrative costs are often distinguished by
whether they are spent from central office or
school-level accounts. This can be misleading. In
some cases, for example, weidentified special funds,
paid from designated state appropriations, for sala-
ry supplementsto teacherswho took graduate cours-
es. In districts with defined salary schedules (like
those with collective bargaining agreements) such
payments are reflected in schedul es and reported as
teacher salary expenses. But in other districts, sum-
mary reports of district expenditures show these not
as salary payments but rather as an expense of cen-
tral administration.

Similar problems often arise in accounts of cen-
tral curriculum and instruction departments. Detailed
records of these departments may include salaries
of “systemwide’ teachers (for example, instrumen-
tal or vocal music teachers who travel from school
to school) who cannot be attributed to particular
school sites. This spending is often difficult to dis-
tinguish from paymentsto teachersworking at adis-
trict officewriting curriculum. Conventional reports
of “central administration” expendituresmay include
such payments to traveling teachers. This study,
which treats curriculum writers, traveling teachers,
and classroom teachers all as part of “regular edu-
cation,” avoids such difficulties.

19. Teacher retirement funding. Included in these
calculations are contributions by state governments
to teacher retirement funds. For teachers in some
districts, state contributions represent the bulk of
pension funding. However, states may determine
contribution amounts based on actuarial analysis of
funding sufficiency or on temporary state budget
exigencies. Analysis of benefit contributions made
in 1967 or 1991 may not reflect typical contribution
levels for the period in question. Greater accuracy
could be obtained from analyses examining not a
single year’s expenditures but rather average costs
for several consecutive years. Such analyses were
beyond the scope of research on which this report
was based.
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20. Program reallocations. In general, we redlo-
cated costswhen we believed district categorieswere
misleading or when we wanted to preserveinterdis-
trict consistency. For example, some districts hire
lunchroom or playground supervisors from cafete-
riafunds and report these salaries as a school lunch
expense. Instead, we assigned these to the program
that includes security, because in some districts
“campus security aides’ perform similar duties.
Someinconsistency, however, remains. in somedis-
tricts, counselors are responsible for these campus
supervisory activities, but we had inadequate data
to justify reassigning some portion of counselors
compensation from the counseling to the security
program.

21. “Pupil support.” Most school finance accounts
call “pupil support” avariety of non-classroom ex-
penseslike school nurses, attendance control, coun-
seling, school libraries, and dropout prevention ef-
forts. We find this category includes both too much
and too little. On the one hand, we included school
libraries as part of regular education. We distin-
guished school health and psychological servicesas
a separate program. And we included, in a category
of activitieswhose primary focusisto prevent drop-
outs, a group of instructional activities frequently
called “ alternative education”—classes for students
either “at risk” of dropping out or whose discipline
isunsuitable for regular classes. We included ater-
native education as part of a broader program, “At-
tendance, Counseling, Dropout Prevention, and Al-
ternative Education.” Ideally, we would have liked
to separate out regular guidance counseling activi-
ties (curricular, college, and career counseling) and
include these in regular education, leaving counse-
lors who are secondary school disciplinariansin a
category with dropout prevention. District data,
which considers both guidance and disciplinary staff
“counselors,” does not permit us to do this. As a
result, all counseling compensation appears in the
program that includes counseling, attendance con-
trol, dropout prevention, and “at-risk” instruction.
Had it been possible to separate the costs of curric-
ular and college counseling and count these costs as
part of regular education, this might have further
diminished our account of the relative growth of
regular education spending, becausein most districts
more counseling time in 1991 was spent on disci-



plineandlesson curricular, college, and career guid-
ancethanin 1967, although somedistrictswith more
affluent student popul ations expanded guidance ac-
tivities considerably.

22. Compensatory education. We categorized as
“compensatory education,” activities providing ex-
tra academic help to students whose academic
progresswas deemed slow because of socioeconom-
ic disadvantage. This is the purpose of the federal
Chapter | (now Titlel) program. However, we eval-
uated each expenditure by its purpose and did not
necessarily include every Chapter | expenditure in
compensatory education. For example, some schools
for “at-risk” students were funded with Chapter I,
and these were categorized aternative, not compen-
satory, education and included in our broader “At-
tendance, Counseling, Dropout Prevention, and Al-

APPENDIX 4

ternative Education” category. Also, some bilingual
education expenditures are paid out of Chapter |
funds. We classified these expenditures as bilingual,
not compensatory. On the other hand, our account
of compensatory education also included spending
from state or local sources if its purpose was com-
pensatory. But regular education remedia teaching
(like summer schoal), if availableto all studentsand
not only those with socioeconomic disadvantage,
was considered part of regular education.

Some districts and education researchers call “at
risk” many special populations, including specia ed-
ucation, compensatory, and bilingual students (An-
thony and Jacobson 1992). We, however, reserved
the term “at risk” only for spending programs (in-
structional or other support) specifically aimed at
potential dropouts.

ALTERNATIVE EDUCATION AND DROPOUT PREVENTION.
EXAMPLES OF DISTRICT ACTIVITIES

Oneprogram that illustrates how inaccurateit might
be to consider traditional academic success as the
sole measure of outcomes in contemporary Ameri-
can education is dropout prevention and alternative
education aimed at keeping youth in school. This
program was not avehicle for expendituresin 1967.
This appendix surveys some examples of these pro-
gramsin the nine districtsin 1991.

In districts as demographically diverse as Anne
Arundel, Boulder, and Los Angeles, students who
did not succeed in regular high schools or whose
work schedules or family obligationsinterfered with
regular school had optionsin 1991 to attend evening
adult education schools. In these schools, students
can take high school equivalent courses and earn
diplomas. In Boulder, to be eligible, a student must
have been recommended by the principal of the high
school from which he or she dropped out and be
“sincerein hisintention to work toward adiploma.”

InLosAngeles, 43 small “ continuation schools,”
with three teachers each and small classes, attempt-

ed to retain students who otherwise might drop out.
Also among Los Angeles' alternative schools were
10" community-centered classrooms’—each with a
teacher and aide in a storefront school for a small
number of students who would not attend regular
schools. Los Angeles also operated an independent
study program (the Alternative Education and Work
Centers) for returning dropouts, and “opportunity
schools’ for students who had been suspended for
disciplinary reasons from their regular schools.
Small class sizes characterized the effort.

Even the small Claiborne district in 1991 had an
“in-school suspension” teacher to instruct students
who, for disciplinary reasons, were not permitted to
attend regular classes. Fall River had asimilar high
school program, and Anne Arundel’ sLearning Cen-
ter was operated for students whose behavior made
them candidates for suspension. These youths stud-
ied, for half- or full-year periods, under individua
contracts with Learning Center teachers. Regular
staff weretrained to identify and refer students who
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might be candidatesfor L earning Center instruction.

Bettendorf, in cooperation with three other lowa
districts, operated aschool, Project Ready, in which
returning dropouts or employed students could at-
tend one day per week on flexible schedules. Their
teachers supervised individualized learning pro-
grams. Project Ready also offered counseling and
work supervision services.

Middletown isalso too small adistrict to support
its own aternative high school. Like Bettendorf, it
joined with other nearby small districts and cooper-
atively operated an alternative school for students
who could not succeed in regular high school; it also
offered a program specifically attuned to needs of
pregnant teens. Los Angeles also operated two
schools specifically for pregnant minors.

Spring Branch likewise operated the Accelerat-
ed Learning Center. Students were permitted to en-
roll inthe ALC if they were at least one and one-half
years behind their cohort in academic subjects and
would not be likely to graduate without interven-
tion. Enrollees were tested to make sure they had no
learning disabilitiesand weresimply “at risk.” ALC
teachers tried to bring students up to grade level, at
which point studentswere returned to home schools.
Fall River operated a similar program at middle
schools. Students who had reached 7th grade and
were over age (usually from being retained in grade
at an earlier point) were assigned to alternative class-
rooms where teachers attempted to qualify them for
high school. Students removed from regular classes
for disciplinary reasons were also included in ater-
native classrooms.

Returning dropouts over age 16 had a half-day
program at Spring Branch’'s Special Assignment
Center, combining remedial academic work with a
vocationa curriculum. Fall River also operated an
evening school with aseparate diplomaprogram for
dropouts. However, inasmuch as students were
charged tuition and the Fall River program was
self-sustaining, its expenditures were not included
in our calculations.

East Baton Rouge operated similar programs.
There were two middle school detention centers
where instruction was given to students who had
been suspended from regular schools but were too
young (i.e., under age 16) to drop out lawfully. East
Baton Rouge also conducted an “alternative acade-
my” for students who, though not suspended, were
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considered “at risk” of dropping out. The academy
had a faculty of 15 teaching an enrolled population
of 129 students, a pupil/teacher ratio much lower
than that of the regular program. In 1991, the dis-
trict also operated, in about three-fourths of its mid-
dle and high schools, in-school suspension educa-
tional programs. Here, full-time certificated teacher
“moderators” supervised instruction of students
whose infractions were serious enough for suspen-
sion from regular classes but not to warrant suspen-
sion from school. (Subsequent to 1991, East Baton
Rouge abandoned this program, substituting for it a
centralized “ aternative school” for students suspend-
ed from regular classes. The alternative school was
established to save funds, as students are now con-
solidated in a central location with fewer teachers.)
East Baton Rouge also operated three continuing
education centers in which dropouts over age 16
could take courses leading to a high school diplo-
ma. In addition, the district employed certificated
“visiting teachers’ who made home visits to truant
students to attempt to coax them back to school.

Boulder operated an “ extended opportunity” night
school program for students “at risk,” as well as a
special instructiona program for teen parents, staffed
by ateacher and instructional aide. The district pro-
vided child care for students’ children and counsal-
ing to encourage the young mothers to remain in
school.

In Fall River, the Futures program included a
drop-in center, where counseling staff worked with
hi gh-absentee studentsto coax them back to school;
afollowup program for truants; and exit surveysfor
students who did drop out to attempt to determine
what the causes might be. Fall River also hired col-
lege students to survey high school freshmen about
goals and expectations; the objective was to identi-
fy likely future dropouts who could benefit from
specia counseling.



APPENDIX 5

DISTRICT DETAIL

Thefollowing tables describe changing expenditure patternsin each of the nine districts covered by thisreport.

TABLE 25

Expenditure Patterns, 1967-91, Anne Arundel County, Md.

, Share of Net Real Growth
Per Pupil Share of Total New Per Pupil  of Per Pupil
_Spending ($1991) Per Pupil Spending Spending, Spending,
1967* 1991 1967 1991 Change 1967-91 1967-91
Regular Education 2,513 3,780 83% 62% -21 41% 50%
Special Education 80 1,092 3 18 15 33
Compensatory Education 71 101 2 2 -1 1
Attendance, Counseling,
Dropout Prevention, and
Alternative Education 110 341 4 6 2 7
Food Services 42 68 1 1 -0 1
Transportation (Regular Ed) 179 316 6 5 -1 4
Vocational Education 30 307 1 5 4 9
Bilingual Education 0 15 0 0 0 0
Desegregation 0 1 0 0 0 0
Regular Health &
Psychological Services 0 24 0 0 0 1
After-School Athletics 3 63 0 1 1 2
Security and Violence
Prevention 0 4 0 0 0 0
All Programs 3,029 6,112 100 100 100 102
Overhead Allocated to
Above Programs:
General and School Administration 311 633 10 10 0 10
Operations and Maintenance 449 932 15 15 0 16
Employee Compensation as
Percent of District Spending 77 79 2
Benefits as Percent of
Employee Compensation 8 24 16

*Note on the Net Services Index (NSI) for Baltimore MSA: 1967=100; 1991= 505.7
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TABLE 26
Expenditure Patterns, 1967-91, Bettendorf, lowa

Share of Net Real Growth

Per Pupil Share of Total New Per Pupil  of Per Pupil
_Spending ($1991) Per Pupil Spending Spending, Spending,
1967* 1991 1967 1991 Change 1967-91 1967-91
Regular Education 2,674 3,229 92% 72% -20 36% 21%
Special Education 88 693 3 16 12 39
Attendance, Counseling,
Dropout Prevention, and
Alternative Education 0 82 0 2 2 5
Counseling and
Dropout Prevention 26 184 1 4 3 10
Food Services 0 45 0 1 1 3
Transportation (Regular Ed) 74 78 3 2 -1 0
Vocational Education 9 1 0 0 -0 -0
Bilingual Education 0 0 0 0 0 0
Desegregation 0 1 0 0 0 0
Regular Health &
Psychological Services 30 66 1 1 0 2
After-School Athletics 0 73 0 2 2 5
Security and Violence
Prevention 0 9 0 0 0 1
All Programs 2,900 4,459 100 100 100 54
Overhead Allocated to
Above Programs:
General and School Administration 319 495 11 11 0 11
Operations and Maintenance 517 714 18 16 -2 13
Employee Compensation as
Percent of District Spending 79 75 -3
Benefits as Percent of
Employee Compensation 6 18 12

*Note on the Net Services Index (NSI), North Central Region, Cities from 50,000 to 500,000: 1967=100; 1991= 496.1
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TABLE 27
Expenditure Patterns, 1967-91, Boulder, Colo.

Share of Net Real Growth

Per Pupil Share of Total New Per Pupil  of Per Pupil
~ Spending ($1991) Per Pupil Spending Spending, Spending,
1967* 1991 1967 1991 Change 1967-91 1967-91
Regular Education 3,189 3,317 84% 64% -20 9% 4%
Special Education 165 832 4 16 12 47
Compensatory Education 1 132 0 3 3 9
Attendance, Counseling,
Dropout Prevention, and
Alternative Education 112 276 3 5 2 12
Food Services 12 49 0 1 1 3
Transportation (Regular Ed) 100 150 3 3 0 4
Vocational Education 123 247 3 5 2 9
Bilingual Education 0 67 0 1 1 5
Desegregation 0 1 0 0 0 0
Regular Health &
Psychological Services 30 44 1 1 0 1
After-School Athletics 39 54 1 1 -0 1
Security and Violence
Prevention 7 15 0 0 0 1
All Programs 3,780 5,184 100 100 100 37
Overhead Allocated to
Above Programs:
General and School Administration 434 596 11 11 0 12
Operations and Maintenance 583 915 15 18 2 24
Employee Compensation as
Percent of District Spending 81 76 -5
Benefits as Percent of Employee
Compensation 7 18 11

*Note on the Net Services Index (NSI) for Boulder-Denver: 1967=100; 1991= 599.4
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TABLE 28
Expenditure Patterns, 1967-91, Claiborne County, Tenn.

Share of Net Real Growth

Per Pupil Share of Total New Per Pupil  of Per Pupil
_Spending ($1991) Per Pupil Spending Spending, Spending,
1967* 1991 1967 1991 Change 1967-91 1967-91
Regular Education 1,027 1,524 57% 53% -4 46% 48%
Special Education 66 354 4 12 9 26
Compensatory Education 442 239 25 8 -16 -19
Attendance, Counseling,
Dropout Prevention, and
Alternative Education 15 71 1 2 2 5
“At Risk” Youth Education 0 8 0 0 0 1
Pupil Support
(Attendance and Counseling) 15 63 1 2 1 4
Food Services 60 249 3 9 5 17
Transportation (Regular Ed) 157 207 9 7 -2 5
Vocational Education 23 229 1 8 7 19
Bilingual Education 0 0 0 0 0 0
Desegregation 0 0 0 0 -0 -0
Regular Health &
Psychological Services 1 8 0 0 0 1
After-School Athletics 0 0 0 0 0 0
Security and Violence
Prevention 0 0 0 0 0 0
All Programs 1,790 2,880 100 100 100 61
Overhead Allocated to
Above Programs:
General and School Administration 63 206 3 7 4 13
Operations and Maintenance 176 338 10 12 2 15
Employee Compensation as
Percent of District Spending 63 78 15
Benefits as Percent of Employee
Compensation 9 15 6

*Note on the Net Services Index (NSI) for South Region Cities less than 50,000: 1967=100; 1991=471.6
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TABLE 29

Expenditure Patterns, 1967-91, East Baton Rouge Parish, La.

) Share of Net Real Growth
Per Pupil Share of Total New Per Pupil  of Per Pupil
_Spending ($1991) Per Pupil Spending Spending, Spending,
1967* 1991 1967 1991 Change 1967-91 1967-91
Regular Education 2,096 2,424 76% 57% -18 22% 16%
Special Education 109 691 4 16 12 40
Compensatory Education 181 157 7 4 -3 -2
Attendance, Counseling,
Dropout Prevention, and
Alternative Education 9 165 0 4 4 11
“At Risk” Youth Education 0 a7 0 1 1 3
Pupil Support
(Attendance and Counseling) 9 118 0 3 2 7
Food Services 219 400 8 9 2 12
Transportation (Regular Ed) 145 221 5 5 -0 5
Vocational Education 11 70 0 2 1 4
Bilingual Education 0 14 0 0 0 1
Desegregation 0 56 0 1 1 4
Regular Health &
Psychological Services 2 14 0 0 0 1
After-School Athletics 0 0 0 0 0 0
Security and Violence
Prevention 0 28 0 1 1 2
All Programs 2,771 4,240 100 100 100 53
Overhead Allocated to
Above Programs:
General and School Administration 258 414 9 10 0 11
Operations and Maintenance 415 497 15 12 -3 6
Employee Compensation as
Percent of District Spending 74 81 7
Benefits as Percent of Employee
Compensation 9 20 11

*Note on the Net Services Index (NSI) for South Region Cities from 50,000 to 500,000: 1967=100; 1991= 493.8
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TABLE 30
Expenditure Patterns, 1967-91, Fall River Schools, Mass.

Share of Net Real Growth

Per Pupil Share of Total New Per Pupil  of Per Pupil
_Spending ($1991) Per Pupil Spending Spending, Spending,
1967* 1991 1967 1991 Change 1967-91 1967-91
Regular Education 2,279 2,345 76% 51% -25 4% 3%
Special Education 230 1,016 8 22 14 49
Compensatory Education 3 314 0 7 7 19
Attendance, Counseling,
Dropout Prevention, and
Alternative Education 65 159 2 3 1 6
Food Services 35 267 1 6 5 15
Transportation (Regular Ed) 17 12 1 0 -0 -0
Vocational Education 183 146 6 3 -3 -2
Bilingual Education 79 216 3 5 2 9
Desegregation 0 0 0 0 0 0
Regular Health &
Psychological Services 86 71 3 2 -1 -1
After-School Athletics 23 29 1 1 -0 0
Security and Violence
Prevention 0 24 0 1 1 1
All Programs 3,000 4,601 100 100 100 53
Overhead Allocated to
Above Programs:
General and School Administration 312 345 10 7 -3 2
Operations and Maintenance 352 468 12 10 -2 7
Employee Compensation as
Percent of District Spending 91 80 -11
Benefits as Percent of Employee
Compensation 10 11 1

*Note on the Net Services Index (NSI) for Boston MSA: 1967=100; 1991= 495.9
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Expenditure Patterns, 1967-91, Los Angeles Unified School District, Calif.

TABLE 31

, Share of Net Real Growth
Per Pupil Share of Total New Per Pupil  of Per Pupil
_Spending ($1991) Per Pupil Spending Spending, Spending,
1967* 1991 1967 1991 Change 1967-91 1967-91
Regular Education 3,118 3,010 87% 51% -36 -5% -3%
Special Education 81 1,073 2 18 16 42
Compensatory Education 161 203 4 3 -1 2
Attendance, Counseling,
Dropout Prevention, and
Alternative Education 39 184 1 3 2 6
Food Services 15 280 0 5 4 11
Transportation (Regular Ed) 47 13 1 0 -1 -1
Vocational Education 13 60 0 1 1 2
Bilingual Education 0 231 0 4 4 10
Desegregation 0 765 0 13 13 33
Regular Health &
Psychological Services 193 43 3 1 -2 -2
After-School Athletics 0 6 0 0 0 0
Security and Violence
Prevention 14 55 0 1 1 2
All Programs 3,581 5,923 100 100 100 65
Overhead Allocated to
Above Programs:
General and School Administration 346 543 10 9 -0 8
Operations and Maintenance 663 592 19 10 -9 -3
Employee Compensation as
Percent of District Spending 82 86 5
Benefits as Percent of Employee
Compensation 7 25 18

*Note on the Net Services Index (NSI) for Los Angeles MSA: 1967=100; 1991= 546.8
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TABLE 32
Expenditure Patterns, 1967-91, Middletown, N.Y.

Share of Net Real Growth

Per Pupil Share of Total New Per Pupil  of Per Pupil
_Spending ($1991) Per Pupil Spending Spending, Spending,
1967* 1991 1967 1991 Change 1967-91 1967-91
Regular Education 3,424 4,691 78% 59% -19 35% 37%
Special Education 103 1,755 2 22 20 46
Compensatory Education 338 417 8 5 -2 2
Attendance, Counseling,
Dropout Prevention, and
Alternative Education 165 256 4 3 -1 3
Food Services 75 131 2 2 -0 2
Transportation (Regular Ed) 131 380 3 5 2 7
Vocational Education 1 113 0 1 1 3
Bilingual Education 0 44 0 1 1 1
Desegregation 0 0 0 0 0 0
Regular Health &
Psychological Services 130 143 3 2 -1 0
After-School Athletics 20 59 0 1 0 1
Security and Violence
Prevention 0 1 0 0 0 0
All Programs 4,387 7,989 100 100 100 82
Overhead Allocated to
Above Programs:
General and School Administration 465 739 11 9 -1 8
Operations and Maintenance 654 1,145 15 14 -1 14
Employee Compensation as
Percent of District Spending 82 72 -10
Benefits as Percent of Employee
Compensation 16 22 7

*Note on the Net Services Index (NSI) for New York MSA: 1967=100; 1991= 477.5
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TABLE 33
Expenditure Patterns, 1967-91, Spring Branch Independent School District, Texas

) Share of Net Real Growth
Per Pupil Share of Total New Per Pupil  of Per Pupil
_Spending ($1991) Per Pupil Spending Spending, Spending,
1967* 1991 1967 1991 Change 1967-91 1967-91
Regular Education 1,825 3,247 83% 60% -23 44% 78%
Special Education 65 685 3 13 10 19
Compensatory Education 56 283 3 5 3 7
Attendance, Counseling,
Dropout Prevention, and
Alternative Education 65 295 3 5 2 7
Food Services 30 174 1 3 2 4
Transportation (Regular Ed) 109 172 5 3 -2 2
Vocational Education 1 112 0 2 2 3
Bilingual Education 0 285 0 5 5 9
Desegregation 0 0 0 0 0 0
Regular Health &
Psychological Services 20 63 1 1 0 1
After-School Athletics 22 45 1 1 -0 1
Security and Violence
Prevention 0 41 0 1 1 1
All Programs 2,194 5,402 100 100 100 146
Overhead Allocated to
Above Programs:
General and School Administration 187 605 9 11 3 13
Operations and Maintenance 515 1,179 23 22 -2 21
Employee Compensation as
Percent of District Spending 72 75 2
Benefits as Percent of Employee
Compensation 5 16 10

*Note on the Net Services Index (NSI) for Houston MSA: 1967=100; 1991= 478.4
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ENDNOTES

1 Most national, state, and district financial data on schools are calculated on a school-year basis. In thisreport, a
reference to any year is generally areference to the school year from July 1 of the previous year to June 30 of the year
named, or in some cases to the school year from September 1 of the previous year to August 30 of the year named.
Thus, “1967” and “1991" mean school years 1966-67 and 1990-91.

2. Hamilton Lankford and James Wyckoff at the University at Albany-SUNY have made an initial attempt at a
covariance analysis of staff and enrollment in special education programsin New Y ork State (Lankford and Wyckoff
1995h).

3. Eric Hanushek deflates school expenditures using the“ GNP deflator,” not the consumer price index (Hanushek
et al. 1994; Chubb and Hanushek 1990). The gross national product deflator, however, suffers from drawbacksthat are
similar, though not identical, to those of the consumer priceindex. A GNP price index reflectsthe prices of al compo-
nents of final demand (consumption, investment, government purchases, exports and imports) and is no more repre-
sentative of school input pricesthan isaconsumption index like the CPI-U. Schools are as unrepresentative of average
users of final product as they are unrepresentative of urban consumers.

4, Not al productivity gains come from reducing employment. Some gains can be made through work reorganization.

5. School productivity, therefore, must be thought of as the achievement of higher test scores (and other improved
outcomes) as real expenditures steadily increase (assuming the use of an average inflation rate).

6. School price adjustments are now used by education policy makersto eval uate geographic differencesin educa
tion expenditures. Concerned with intrastate equalization of school spending, policy makerswant to know whether the
same dollars purchase similar collections of school inputsin different districts. As early as 1980, Jay Chambers pro-
posed creation of a*“ cost of education index” to assist California officialsin equalizing school funding after the state
Supreme Court’s Serrano decision mandated reform (Chambers 1980). Texas, Florida, Alaska, and Ohio now adjust
aid to local school districts for intrastate regional differences in the cost of education inputs (McMahon 1995). The
U.S. Department of Education has commissioned analyses of state and region differencesin costs of education, calcu-
lated from differences in costs of living, amenities, and other factors, for the purpose of determining how school
districts' federal aid might be adjusted so that federal dollars have equa purchasing power (Barro 1994; Parrish,
Matsumoto, and Fowler 1995). Despite this sophistication regarding geographical differencesin purchasing power of
nominally equivalent dollars, little effort has been devoted to construction of a historical school price index to replace
the CPI-U in school finance debates.

7. Halstead' s weights were based on data collected by the National Center for Education Statistics, but NCES
stopped collecting such datain 1976.

8. Inflation rates differ not only for different products or services; they also differ for the same products and
services in different localities, because prices increase in different localities at different rates. Therefore, we have
constructed aregionally appropriate NS| for each of the nine-sample districtsin this study.

9. Coincidentally, national inflation in “net services’” from 1967 to 1991 was almost identical to inflation in the
broader services category, which includes shelter rent and medical care. We nonethel ess removed rent and medical
carein the construction of the NSI, believing this to be the most theoretically justifiable approach. This coincidence,
however, means that our conclusion about the real national growth of school spending (61% from 1967 to 1991) is
unaffected in practice by this decision to construct a net services index to replace the all-services index of the BLS.
Note, however, that this coincidence may not be true for the regional NSIs we construct.

10. Atthetimethisinvestigation began, 1991 was the most recent year for which complete datawere available. As
of thisreport’s publication data (November 1995), it would be possible for most districts, with newly available data, to
analyze expenditures through the 1994 school year.

11.  Throughout thisreport, we refer to Spring Branch asa* suburban” school district. Asthe text describes, howev-
er, the community isin the process of transition from “suburban” to “urban.” The Census now classifies Spring Branch
as an urban community, as shown in Table 3.
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12.  Expenditure data were collected not only for 1967 and 1991 but for three intermediate years. 1973, 1979, and
1985. Intermediate year data has not yet been fully analyzed.

13.  Becausethese thousands of separate category decisions may not easily be comparableto districts' own reports,
we recognize that our data must be subject to verification by other researchers. Therefore, we did not offer anonymity
to districtsin the sample, and EPI will make arrangements for qualified researchers who wish to confirm these calcu-
lations.

14. Wherewe summarize experiences of several or all of the sampledistricts, we calculatethereal increasefor each
of the nine districts, and report asimple average of the nineincreases. Wecall thisa“ district-weighted” average. There
are aternative methods: we could, for example, sum the separate per pupil spending totalsfor the ninedistrictsin 1967
and 1991 and report the change in these sums. This result would tend to give greater weight to districts with higher
nominal per pupil expenditures. Wewould call thisa* spending-weighted” average. However, because our main focus
ison the relative growth of each district’s expenditures from 1967 to 1991, and because each district was selected to
have equal importancein results designed to illustrate national experience, a district-weighted average is more appro-
priate for this report than a spending-weighted average.

While district-weighted average change in spending among the nine districts was 73%, a spending-weighted
average shows growth of 71%.

The 61% increase we report on national growth of per pupil spending is neither district nor spending weighted.
It was calculated by taking the change in national per pupil spending from 1967 to 1991 (calculated in each year by
dividing total national K-12 spending by total national K-12 enroliment), after converting the 1967 national per pupil
spending figure to 1991 dollars using the net servicesindex. Thus, the 61% real change reported for national data, and
the district-weighted 73% change we report for the nine-district sample, are not strictly comparable. A district-weight-
ed average for the nationa sample would be misleading, because of the very large number of small school districts. It
would also be beyond the scope of this report, since we did not individually adjust for inflation (using the NSI) the
1967 spending total for each U.S. district.

15. Caculations of the share of net new money going to particular programs are sensitive to the deflator used to
convert 1967 to 1991 dollars. The sensitivity results from the fact that deflators vary in different ways by geographic
regions (housing costs, for example, rise at different rates in different parts of the country), and these differences
interact with differencesin the changing shares of total expenditures for particular programsin the nine districts. For
example, if the regular education share of “net new money” from 1967 to 1991 is 26% using our net services index
(NSI) to convert 1967 dollars, it would be 38.8% using the CPI-U, 41.9% using the CPI-U-X1, and 40.7% using the
GDP deflator. The numbers reported in Table 5, however, describing the changing shares of total spending for each
program, do not change from inflation adjustments and can be cal culated without any conversion of nominal to real
1967 dollars. The third type of number used in this report, real growth in total spending and in regular education
spending is, as stated, calculated using the NSI, the most appropriate index for this purpose.

16. Claiborne’' s1967 spending on regular education wasrelatively low asashare of total spending. Thisreflectsthe
fact that in 1967 Claiborne, an Appalachian mountain community that was the focus of “War on Poverty” attention at
thetime, received an unusually largeinfusion of federal compensatory education funds. These funds, which the district
treated as a one-time grant to purchase school equipment, made up 25% of Claiborne spending in 1967. After 1967,
these compensatory education funds declined, and regular education rose as a share of total district spending. Then,
regular education’ s share of spending declined again, bringing its sharein 1991 back down to the approximate level it
had in 1967. Without the distortions caused by the very high level of compensatory education money in 1967, the
regular education share of spending would have been higher in 1967 and the decline greater.

17.  Thisreport discusses districts' relative rates of spending change and shares of that change devoted to distinct
programs. The report does not focus on absol ute spending levels, so caution about Table 9 isin order. Inflation adjust-
ments hel p us understand how many real inputsadistrict purchased in 1967 relativeto that district’ s purchasesin 1991.
In any year, however, there may be significant differences between geographic regions with respect to the real pur-
chasing power of the dollar. This report does not attempt to assess regional differences in dollar purchasing power.
Thus, while Spring Branch purchased 78% more regular education inputsin 1991 than it purchased in 1967, and Los
Angeles purchased 4% fewer regular education inputs in 1991 than it purchased in 1967, this report expresses no
judgment about whether, in 1991, the $3,247 per pupil that Spring Branch spent on regular education in 1991 pur-
chased more or fewer inputs of similar quality than the $3,010 per pupil that Los Angeles spent on regular education
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that year. Table 9 shows that Spring Branch’s regular education effort was greater in 1991 than in 1967. It does not
show that Spring Branch’s regular education effort in 1991 was greater than Los Angeles' effort in 1991.

18.  Thissection on the components of regular education instructional spending is based on analysis performed by
Karen Hawley Miles.

19. Ineachdistrict, we obtained datafrom staff directories or school-by-school staffing reports and compared these
to staffing totals reported at the district level. A final check to these numbers was often found in state documents. To
resolve discrepancies, we matched staffing to expenditure datato insure that numbers of teachers by program matched.
We also analyzed trends of staffing data to check consistency and reliability, examining not only 1967 and 1991
reports but those for 1973, 1979, and 1985as well. For example, in one district we noted a dramatic drop in special
education teachersfrom 1967 to 1973. Investigation showed that the district classified bilingual as* special education”
teachersin 1967 but no longer did so by 1973. Thus, we adjusted the respective total sto reflect our consistent program
definitions.

20. Most other analyses group teacher benefitswith other employees’ benefits, calling them “fixed costs.” But exclud-
ing benefits from teaching costs obscures changes in total compensation. Most analyses a so combine teacher and other
instructional salaries (likeaides), impeding analysis of changesin average teacher salariesalone. Finaly, staff and expen-
diture reports often do not match, making calculation of average compensation difficult.

21. There are no “Baumol effects’ to consider when an analysis focuses on pay rates. Therefore, we here adjust
compensation, salary, and benefitswith the CPI-U-X 1. Thisindex, reported by the Bureau of Labor Statistics, ispreferred
by most economic researchers as ameasure of urban consumer inflation. Theindex was created from the consumer price
index for all urban consumers (CPI-U) in 1983, when the BL Simproved its methods for measuring housing inflation. The
CPI-U-X1 treats housing consistently over the entire period.

22.  Economywide benefit cost increases (including both the public and private sectors) are based on CPI-U-X1
deflated measures of real pay based on hours, compensation, and wage data from the Commerce Department’ s Bureau
of Economic Analysis, National Income and Product Accounts, or GDP accounts.

23. Inthese tables, to evauate the relative effects of changes in the mix of teachers and salary scale, we adjust
changes in teacher’ s salaries with the CPI-U-X 1.

24. There is ample evidence that both years of experience and postcollege course taking can improve teachers
capabilities, but some studies show that the connections weaken when experience exceeds three to five years, and that
after this point student achievement showslittle or no relationship to teacher experience. Some researchers also argue
that the link between teacher education and achievement is even more tenuous (Murnane 1991 and Hanushek 1989).

25.  Incalculating whether teachers’ nominal increases have improved their standard of living, we deflate nominal
salary levels by the consumer price index (CPI-U-X1), not the net servicesindex (NSI) used elsewhere in this report.
Thisisbecause the CPI-U-X1 measuresinflation in atypical market basket of consumer goods and services. Teachers
are not concerned with the cost to school districts of their full market basket of inputsrelative to the cost of theseinputs
in previous years, a concern for which the NSl would be more appropriate.

26.  On the other hand, greater teacher planning time may not be a real resource addition that results in improved
outcomes. If greater school-day planning time replaces planning that 1967 teachers were more likely to do at home,
these increased costs may appropriately be considered due to inflation, not real increases. In other words, more paid
planning time may have been necessary to keep pace with the improved working conditions of comparable profession-
als during this period.

27.  Aides specifically hired for noninstructional purposes, like health aides, cafeteria aides, or bus aides, are not
included in Table 18 calculations.

28. Thefinding that specia education spending represents 38% of net new money in education in 1991 compared to
1967 appears to diverge from a lower estimate that has received wide attention. Hanushek and Rivlin suggest that
growth in special education could “account for only asmall part of the growth in per student expenditurein the 1980s’
(Hanushek et al. 1994, 36). They approximate special education growth by multiplying the number of special educa-
tion students by an estimated cost per special education pupil in the 1980s. To do this, they rely on other studies that
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show the cost of a“typical” special education student to be two times that of aregular education student. Using this
method, they conclude that special education costs could total only 5% of the total increase in the 1980s. The calcula-
tions of thisreport differ from this Hanushek-Rivlin method because we cal culate changes over amuch longer period,
beginning in 1967, before the implementation of the Education for All Handicapped Children Act in 1975. Hanushek
and Rivlin'shaseyear, 1978, is subsequent to the passage of the Act. Also, we collect data on total spending for special
education and calculate this as a share of total spending for all K-12 programs; we do not use an intermediate estimate
of spending per special education pupil only.

In a second widely reported estimate, Hanushek and Rivlin state that even if the entire drop in pupil-teacher
ratios since 1980 was due to the increase in special education costs, “less than one third of the recent fall in the pupil-
teacher ratio could have come from special education” (Hanushek et al. 1994, 35). Their calculation, however, in-
cludes only teacher costs and not paraprofessionals, other professional s, transportation, and support. Thisreport (Table
19) estimates that teachers represented only 37% of all special education spending per pupil in 1991. Applying this
ratio to Hanushek and Rivlin's cal culation would suggest that more than half of the net new money could have goneto
special education.

29. Onespecia education cost not generally included in our report of special education administration isthe cost of
legal servicesto conduct administrative hearings and defend special education lawsuits. A district’ slegal expenditures
are, with rare exceptions, undifferentiated in our data collection and simply included as part of general district admin-
istration. The amount of money so spent, however, isasmall share of total district and special education expenditures,
so differentiation of this data would not noticeably affect the results.

30. Thisfindingisconsistent with newspaper reportsthat an independent panel recently analyzed New Y ork City’s
specia education expenditures and also found 22% of total funds going to special education (Richardson 1995).

31. Inthiscase 48% is a"“spending-weighted” average, not a “district-weighted” average. We do not calculate a
district-weighted average of the changesfor the nine districts (our usual measure) because some sampl e districts spent
no funds on compensatory education in 1967, making growth percentages meaningless.

32. Thisreport isnot concerned with distinguishing sources of funds, but only with the programs for which money
was spent. Thus, when districts reported spending funds for compensatory education, we did not investigate whether
the source of these funds was federal, state, or local. As a result, we cannot determine whether the sample districts
expenditure of federal Chapter 1 funds grew faster or slower than the national Chapter 1 program. When we deflate
total federal Chapter 1 spending in 1967 by the NSI, we find that enrollment-adjusted real federa compensatory
education money declined by about 2% from 1967 to 1991 (using data from Riddle 1992, Table 2.1).

33. Inthe third section we described the assumptions implicit in our taxonomy. We attempted to be conservative
with allocation decisions, assigning expenditures to special programs based on the fact that special programsin 1991
more likely enrolled students unlike those who would have been in regular education in 1967. The decision about
whether to assign alternativeinstructional expendituresto regular education or to thisdropout prevention category was
especialy difficult. Are students enrolled in dropout prevention instructional programs more like students who did
drop out in 1967, or are they more like students who remained in school and graduated with general diplomas? We
make the judgment that the former is closer to true than the latter; hence, our assignment of these expendituresto this
specia program.

34. Becausethisreport is concerned only with explaining the growth of public fundsin public education, accounts
of the school lunch program are accounts of net expenditures: districts' recorded expenditures have been reduced by
thereceipt of cafeteriasalesincome. The actual amounts shown in thisreport as expended on the school lunch program
will be lessthan district expenditure reports normally show, since districts record revenues separately and do not treat
sales income differently from federal or state aid. In contrast to standardized school district reporting, we treat sales
income not as revenue but rather as a negative expenditure. We use a similar methodology in the case of schools
after-school athletic programs by treating revenue from ticket sales as negative expenditures.

35. Table5 shows that spending on vocational education, as a share of total spending, went from 1.4% to 3.0%, a
change in share of 1.6%. These figures may be inaccurate, but, they are small enough that any adjustments made
subsequently will not affect the broad picture we paint about shifting priorities. For example, we show that regular
education spending went from 79.6% to 58.8% of all spending from 1967 to 1991, adecline of 20.8 percentage points.
If this cal culation were made after removing all vocational education from Table 5, regular education spending would
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have fallen from 80.8% to 60.6% of all spending, a decline of 20.2 percentage points, a small difference.

36. For Ritenour and the other median districts described in this section, the district has median nominal expendi-
ture growth for its group; its per pupil spending level is not necessarily the median for that group.

37. Thepresence of large urban megadistricts (Chicago, Dade, Detroit, Houston, L os Angeles, and Philadelphia) in
the database does not cause a large divergence of median from mean. While per pupil expenditure growth in four of
these megadistricts was faster than the median, Detroit and Philadel phia were slower. Removal of these six megadis-
tricts from the database does not change the average nominal expenditure growth rate of 732%.

38. Broward County (Ft. Lauderdale) isnot, strictly speaking, an “urban” megadistrict, asthat category iscommon-
ly understood. It isthe nation’ seighth-largest school district, however, nearly identical in sizeto Detroit Public Schools,
and so isincluded in this group with other more urban megadistricts.

39. Insaying that each subgroup was drawn from agroup enrolling approximately one-ninth of total enrollment for
the 2,500 largest districts, we assumethat the range of nominal expenditure growth ratesin unmatched districtswas not
different from therange of nominal expenditure growth ratesin matched districts. Thismay not necessarily bethe case,
although we have no reason to believe otherwise.
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