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TO THE POINT

» Nationally, the highest poverty school districts receive about 10 percent
less per student in state and local funding than the lowest poverty districts.

» School districts serving the most students of color nationwide receive
roughly 15 percent less per student in state and local funding than those
serving the fewest.

» There is a great deal of variation between states when it comes to funding
equity: While some states provide more funding to their highest poverty
districts and to districts serving the most students of color, others provide
substantially less.




As Americans, we love to
think of ourselves as living In
the land of equal opportunity,

a country where anyone willing
to work hard can make it. But
we have to look no further than
our schools to know that today,
the opportunities that our
country provides are anything
but equal.
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FUNDING GAPS 2015
TOO MANY STATES STILL SPEND LESS ON EDUCATING STUDENTS WHO NEED THE MOST

Every day, millions of students all around the U.S. pledge
their allegiance to our nation and “liberty and justice

for all.” As they speak these words, some stand in state-
of-the-art classrooms with brand new smartboards and
bookshelves stuffed to the brim. Others, however, gaze

at peeling paint and water stains on the ceiling, at empty
shelves and blackboards with no chalk. Some see before
them a fully equipped laboratory; others, a tattered textbook
they aren't allowed to take home. And right now, which of
those classrooms a child stands in has a lot to do with his
family’s wealth or the color of her skin.

As Americans, we love to think of ourselves as living in
the land of equal opportunity, a country where anyone
willing to work hard can make it. But we don't have to
look any further than our schools to know that today,

the opportunities that our country provides are anything
but equal. In fact, our education system has a history of
providing low-income students and students of color with
less of everything they need to succeed in school.

In this report, we focus on one of the most important of
these “lesses” — school funding. Although money isn't
the only thing that matters for student success — districts
with similar funding levels and similar demographics,
for example, can produce vastly different results for their
students — inequities in funding are foundational to all
sorts of other inequities in our school system. A district
with more resources, for example, can pay teachers more,
making it easier to attract the strongest educators. It can
also offer students more support and enrichment, which
are critical to the success of all children, but are especially
important for those students who may not have access to
these opportunities outside of school.

We ask:

e How do the revenues of districts serving the most students
in poverty (the highest poverty districts) compare with
those serving the fewest students in poverty (the lowest
poverty districts) in each state and across the country?

e How much funding does the state provide to districts, and
how does it distribute those dollars?

¢ How do the revenues of districts serving the most students
of color compare with those of districts serving the fewest
students of color?

We focus specifically on state and local revenues and
exclude federal sources because federal dollars are intended
— and targeted — to provide supplemental services to

such specific groups of students as those in poverty, English

learners, and students with disabilities. In this analysis, we
are interested in learning how states allocate the resources
that they oversee.

Our analysis finds that nationally, funding inequities are
devastatingly large. The highest poverty districts in our
country receive about $1,200 less per student than the
lowest poverty districts. The differences are even larger —
roughly $2,000 per student — between districts serving
the most students of color and those serving the fewest.
Importantly, these numbers reflect differences between the
quartile of districts with the most children in poverty (or
students of color) and the quartile with the fewest.! At the
extremes, of course, the differences can be much larger.

When we look at funding gaps within each state, we find a
great deal of variation. While some states provide substantially
more funding to their highest poverty districts, others provide
substantially less. The trends look even worse when we
consider that students in poverty are likely to need additional
supports in order to succeed academically; in other words,
simply offering equal funding isn't enough. Moreover, some
states that fund their highest poverty districts equally, or even
progressively (meaning, they allocate more funding to these
districts), are still providing substantially fewer dollars to
districts that serve the most students of color than to those
that serve the fewest.

There are many terrific researchers and advocates working

at the local and national levels to understand and improve
education funding for our most vulnerable students, including
Bruce Baker, David Sciarra, and Danielle Farrie, whose regular
reports are always worth reading.? The Education Trust, too,
has been documenting school funding inequities for years,
focusing specifically on how these disparities may affect the
education of low-income students and students of color.

Our goal is to add to this rich body of work an up-to-date,
straight-forward analysis of funding equity that is comparable
across states and will allow advocates and policymakers to
understand how their state fares in a national context against
a few key criteria. This report gives an overview of funding
equity by race and poverty concentration across states,

while our interactive, online data tool offers more detailed
information for each state. We hope this work will help
advocates keep the focus on equity, especially as state budgets
begin to improve post-recession and lawmakers are signaling
an interest in re-examining funding decisions.?

Natasha Ushomirsky is senior data and policy analyst and David
Williams is K-12 data analyst atThe Education Trust.
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What This Analysis Does (and Doesn’t Do)

In this analysis, we look specifically at the relationship
between funding and the demographics of the students that
districts serve. In other words, we are not trying to measure
whether all districts in a state receive the same amount of
money, but rather how the revenues of districts that serve
higher percentages of low-income students or students of
color compare with those of their counterparts. In addition,
our analysis compares the average revenues of groups of
districts (the quartiles with the highest poverty and lowest
poverty, for example), rather than the revenues of individual
districts. Within each group, some districts may be receiving
substantially more or less funding than these averages.

What we do not attempt to do is discern whether the total
amount of funding given to districts is adequate. While this
question is crucial, especially given the recent declines in
school funding across the country, it is beyond the scope
of this analysis.* Readers also should not assume that

just because a high-poverty district gets more money per
student, every school in that district is more generously
funded. Previous research shows that even when funding

is progressive at the state level, dollars may be distributed
regressively within districts.®

Our analysis also does not seek to explain why we see
the results that we see. We do not look at individual state

In Brief: What We Did

This section briefly describes our data sources, methodology, and key analytic decisions. For more
detailed documentation, please see the technical appendix to this report.

We used the following data to analyze the state of funding equity across the U.S. and within each state:

¢ Data on each district's state and local revenues per student: These data were obtained from the
2012, 2011, and 2010 U.S. Census Bureau’s Public Elementary—Secondary Education Finance Data
files, the most recent ones available.® To limit the impact of year-to-year fluctuations in revenues,
which can arise from such one-time investments as renovations or capital projects, we used three-
year averages of state and local funds. We also adjusted these dollar figures for both inflation
(using the Bureau of Labor Statistics’ Consumer Price Index) and for geographic differences in
labor market costs (using the Comparable Wage Index published by Dr. Lori Taylor at Texas A&M
University).’

* Data on the percent of children in poverty for each district: Poverty data were obtained from the
2012 U.S. Census Bureau’s Small Area Income and Poverty Estimates.®

¢ Data on the percent of students of color for each district: Enroliment data by student ethnicity were
obtained from the 2012 National Center for Education Statistics’ Common Core of Data.’ To calculate
the percent of students of color for each district, we added the numbers of African American,
Latino, and Native students enrolled in the district and divided this sum by the total number of
enrolled students whose ethnicity was known.!°

To calculate gaps between the highest and lowest poverty districts, we:
e Sorted all districts by the percentage of students below the poverty line;

e Divided districts into four groups (quartiles) so that each group had approximately the same number
of students;

e Calculated the average state and local revenue per student across all the districts in each quartile; and

e Compared the state and local revenues per student in the highest and lowest poverty quartiles.
We used the same methodology to compare per-student revenues in districts serving the most and the

fewest students of color, except that districts were sorted by the percentage of students of color, rather
than the percentage of students below the poverty line.
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When we compare the revenues of the highest and
lowest poverty districts across the country, we find that

the highest poverty districts receive about $1,200, or 10
percent, less per student than the lowest poverty districts.

funding formulas in depth. Rather, we hope that this
analysis will support the work of state advocates who know
their local context far better than we do.

Finally, any changes in funding policy or distribution that
happened after 2012 are not reflected in our results because
2012 is the latest school year for which data are available.

Additional data notes: Our analysis of gaps between the
highest and lowest poverty districts uses the percent of
students living below the poverty line as an indicator of
income. We rely on the poverty rate, rather than the percent
of students qualifying for free/reduced price lunch — a
commonly used measure of family income — because of
concerns about the quality of the free/reduced price lunch
data in the national demographics dataset. It is important
to note, however, that the percent of students in poverty
and the percent qualifying for free/reduced price lunch are
highly correlated. In other words, districts with high poverty
rates also tend to have high free/reduced price lunch rates,
and vice versa.

Because the Census Bureau’s Public Elementary-Secondary
Education Finance Data — our source of funding
information — does not include charter schools unless they
are operated by a traditional school district, our analysis
excludes independently operated charters, as well as districts
that only operate charter schools.

In addition, although all states’ districts were included in
the nationwide analyses, some were excluded from within-
state funding gap analyses. These include Hawaii, which
has only one school district, as well as Alaska and Nevada,
whose student populations are heavily concentrated in
certain districts and could not be sorted into quartiles.
Within-state analyses that compare revenues of districts
serving the most and the fewest students of color also
exclude Maine, Vermont, New Hampshire, and West Virginia
because students of color make up less than 10 percent of
enrollment in these states. Finally, because so many New
York students are concentrated in New York City, we sorted
districts in that state into two halves, as opposed to four
quartiles, for all within-state analyses.

How Do the Revenues of High-Poverty Districts
Compare With Those of Low-Poverty Districts?

When we compare the revenues of the highest and lowest
poverty districts across the country, we find that the highest
poverty districts receive about $1,200, or 10 percent, less per
student than the lowest poverty districts.

These gaps add up. For a middle school with 500 students,
for example, a $1,200 funding gap per student means a
shortage of $600,000 per year. For a 1,000-student high
school, it means $1.2 million in missing resources.
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The within-state funding gap analysis shows a great deal
of variation among states in the progressiveness — or
regressiveness — of funding (Figure 1). In 17 states, high-
poverty districts receive substantially (at least 5 percent)
more in state and local funds than low-poverty districts.
Ohio and Minnesota are the most progressive; in these
states, high-poverty districts receive about 22 percent
more dollars per student from state and local sources than
districts with the fewest students in poverty.

On the other end of the spectrum, in six states, the highest
poverty districts receive substantially fewer state and local
funds than their lowest poverty counterparts. By far the
largest gap is in Illinois, where the highest poverty districts
receive nearly 20 percent less state and local funding than
the lowest poverty districts. The next two most regressive
states are New York and Pennsylvania, followed by Texas,
Maryland, and Michigan.

The remaining 24 states provide similar amounts of funding
(a difference of less than 5 percent) to high- and low-
poverty districts.

What Happens When the Needs of Low-Income
Students Are Taken Into Account?

So far, we've been looking at whether the funding that
high- and low-poverty districts receive is equal. But to
close achievement gaps, schools need funding that is
equitable — funding that accounts for the fact that it
simply costs more to educate low-income students, many
of whom start school academically behind their more
affluent peers. Beyond standard curricula, these schools
may need, for example, materials to help build vocabulary
and background knowledge, extra learning time, or liaisons
with outside service providers, such as the healthcare or
foster care systems.

Figure 1: Gaps in State and Local Revenues per Student Between Districts Serving the Most and the Fewest Students in Poverty™"
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Reading this figure: In Ohio, the highest poverty districts receive 22 percent more in state and local funds per student than the lowest poverty
districts. In states shaded in green, the highest poverty districts receive at least 5 percent more in state and local funds per student than the
lowest poverty districts; in states shaded in red, they receive at least 5 percent less. Gray shading indicates similar levels of funding for the
highest and lowest poverty districts. States are ranked and classified as providing substantially more or substantially less funding to their
highest poverty districts based on unrounded funding gaps. See endnote 11 for state exclusions and additional data notes.
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To account for these additional needs, we repeated our
analysis with a very conservative assumption: that it costs a
district 40 percent more to educate a student in poverty than
a student not in poverty. This figure is based on the federal
Title I formula, and, in all likelihood, is an underestimate.
Some studies show that it costs about twice as much,

or more, to educate a low-income student to the same
standards as a higher income student.'?

Even with this conservative assumption, however, we already
see a big change in the state of funding equity. Nationally,
once we account for the additional needs of low-income
students, we see that the highest poverty districts receive
about $2,200, or 18 percent, less per student than low-
poverty districts. And while 17 states appeared to provide
substantially (at least 5 percent) more funding to the
highest poverty districts before accounting for the additional
needs of low-income students, after the adjustment, only
four still do (Figure 2). Moreover, the number of states that

are regressive (i.e., provide at least 5 percent fewer dollars to
the highest poverty districts) increases from six to 22.

The Role of State Dollars

So far, we've been looking at the distribution of state

and local funds combined. Now, let’s look exclusively at
state dollars. Why? While local dollars are derived mainly
from property taxes, which can vary widely from district
to district, state dollars are the funds that state legislatures
can and should use to counteract these disparities. In

this section we will examine the share of funding that
comes from the state and how progressively states
distribute these dollars.

Figure 2: Gaps in State and Local Revenues per Student Between Districts Serving the Most and the Fewest Students in Poverty
(Adjusted to Account for Additional Needs of Low-Income Students)
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Reading this figure: In Minnesota, the highest poverty districts receive 14 percent more in state and local funds per student than the lowest
poverty districts (adjusting for the additional needs of low-income students). In states shaded in green, the highest poverty districts receive
at least 5 percent more in state and local funds per student than the lowest poverty districts; in states shaded in red, they receive at least 5
percent less. Gray shading indicates similar levels of funding for the highest and lowest poverty districts. States are ranked and classified as
providing substantially more or substantially less funding to their highest poverty districts based on unrounded funding gaps. See endnote

11 for state exclusions and additional data notes.
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How Much Funding Comes From the State?

Figure 3 shows the percentage of K-12 revenues that districts
derive from state (as opposed to local) sources. Although
states vary quite a bit in the share of school funding they
provide, all contribute at least a third of funds. About half
of the states provide a bigger share of school funds than
localities do, with Arkansas providing the largest.

How Progressively Is State Money Distributed?

States make decisions about how to allocate the funds they
contribute. They could, for example, choose to distribute
dollars based on student enrollment — that is, provide

all districts with an equal amount for every student they
serve. Or, they could allocate dollars based on district need,
taking into account each district’s fiscal capacity and the
characteristics of the students it serves. These decisions can
have a profound effect on the resources districts receive and
the educational opportunities they provide.

So are states allocating more state dollars to their highest
poverty districts? And if so, how much more? Figure 4
shows the differences in the amount of state funds that
states provide to their highest and lowest poverty districts.

While the overwhelming majority of states do provide more
state dollars to their highest poverty districts than their
lowest poverty districts, the relative size of those additional
allocations varies greatly. Nine states, for example, provide
more than twice as much (i.e.,, more than a 100 percent
difference) in state funds to their highest poverty districts
than their lowest poverty districts. On the other end of the
spectrum, five states provide roughly the same amount to
districts, regardless of poverty.

To see the impact of these decisions, consider Connecticut and
Illinois (Figure 5). In both, state funds make up just under 40
percent of non-federal dollars (Figure 3). But in Connecticut,
the legislature directs more than three times as much state
funding per student to the highest poverty districts as it does
to the lowest poverty districts. As a result, even though they
receive fewer local dollars, the highest poverty districts still
receive 5 percent more in overall (state and local) funding
than their lowest poverty counterparts because the state fills in
the gap. In Illinois, however, the legislature does not distribute
state funds progressively enough to counteract disparities in
local dollars, so the highest poverty districts end up receiving
19 percent less in overall funding than the lowest poverty
districts — one of the biggest funding gaps in the country.

Figure 3: Percent of District Revenues Derived From State (as Opposed to Local) Sources
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Reading this figure: In Arkansas, 86 percent of districts’ non-federal revenues come from state (as opposed to local) sources. Hawaii,
Alaska, and Nevada were excluded from this analysis because they do not appear in any of the other state-by-state analyses. In addition,
Vermont was excluded because the state tabulates revenue sources differently than do other states.!* States are ranked based on

unrounded percentages.
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Figure 4: Difference in State Revenues per Student Between Districts Serving the Most and the Fewest Students in Poverty
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Reading this figure: In New Jersey, the highest poverty districts receive 431 percent more in state dollars per student than the lowest poverty
districts. As in Figure 3, Vermont was excluded because the state tabulates revenue sources differently than do other states. States are
ranked based on unrounded differences in state funding. See endnote 11 for additional state exclusions and data notes.

Figure 5: State and Local Funding for the Highest and Lowest Poverty Districts in Connecticut and lllinois
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Figure 6: Gaps in State and Local Revenues Between Districts Serving the Most and the Fewest Students of Color™
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Reading this figure: In Ohio, districts serving the most students of color receive 26 percent more in state and local funds per student than
districts serving the fewest students of color. In states shaded in green, districts serving the most students of color receive at least 5 percent
more in state and local funds per student than districts serving the fewest; in states shaded in red, they receive at least 5 percent less. Gray
shading indicates similar levels of funding for districts serving the most and the fewest students of color. States are ranked and classified as
providing substantially more or substantially less funding to districts serving the most students of color based on unrounded funding gaps.

See endnote 14 for state exclusions and additional data notes.

What About Students of Color?

Inequities in funding don't only occur based on poverty.
Previous studies have shown that districts serving the most
students of color also tend to receive less state and local
funding than districts serving the fewest.'> Our latest findings
confirm this pattern. In fact, when we looked at state and
local funding for districts serving the largest concentrations
of African American, Latino, and Native students, we found
inequities to be more prevalent, and more substantial, than
those based on poverty.

Nationally, districts serving the most students of color receive
about $2,000, or 15 percent, less per student than districts
serving the fewest students of color.'® Funding differences
within states show a great deal of variation (Figure 6): In 14
states, districts that serve the most students of color receive
substantially more money; and in 18 states, they receive
substantially less.

These patterns are troubling for many reasons, but particularly
because research shows that many students of color start
school academically behind their peers.'” If the goal of our
education system is to ensure that all students leave high
school ready for what's next — be it college or a meaningtul
career — we need to provide students who need the most (and
the schools that educate them) with more support — not less.

Conclusion

The inequities described in this report are not new. They have
been documented and debated for decades. And, in many
states, state courts have declared inequitable funding systems
unlawful. Yet despite all that attention — and real progress

in some states — too many states continue to spend less on
educating low-income students and students of color. This
contradicts a national commitment to equality of opportunity,
and it deprives students of learning experiences, enrichment,
and support they need to succeed. We hope that these latest
data will bolster the work of advocates and state leaders
working hard to turn these patterns around.

Every day, students around the country pledge their allegiance
to the American ideal of “liberty and justice for all.” Isn't it
time we fulfill our pledge of equal opportunity to them?
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