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The Southwest Educational Development Laboratory (SEDL) is working to provide new
knowledge to policymakers that will support the transformation of low-performing schools and
districts into high performing learning communities. To this end, SEDL conducted a research
study beginning in January 2001 that investigated the relationship between resource allocation
and student performance. This study, funded as part of SEDL Regional Education Laboratory
contract with the U.S. Department of Education, helps fill a gap in the current research base and

contributes to reform efforts in the field of education.

Executive Summary

School finance issues are of paramount concern to all levels of the education system —
national, state, district, and school. Indeed, every child’s future, as well as the future of a society
in general, depends largely on the quality of the educational system. As expectations rise for
students and teachers to perform at higher levels, and for schools to guarantee the success of all
students, the question of how best to support this reform through the effective and efficient
allocation of resources becomes even more critical. Research efforts in recent decades have
helped broaden our understanding of the role of school resources in student outcomes and how
their distribution and use might be improved. However, the relationship between resources and
student performance is still not clear.

SEDL’s study examined district level patterns of resource allocation, district and school
resource practices implemented to improve student performance, and barriers and challenges
faced by districts and schools to efficient resource allocation. SEDL researchers examined data
on student performance as well as fiscal and human resource allocation from all independent
school districts within each of four study states, Arkansas, Louisiana, New Mexico, and Texas.

SEDL also selected 12 improvement school districts from the larger sample that showed
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consistent gains in student performance to more closely examine the resource allocation patterns

and practices of successful school districts.

The findings from the research demonstrated a strong relationship between resources and
student success. Furthermore, the results indicated that allocating resources within select areas
and for certain practices might make a significant impact on student performance. In short, both
the level of resources and their explicit allocation seem to affect educational outcomes.
Specifically, this study found that:

* High-performing districts showed different resource allocation patterns in specific fiscal and
staffing categories than low-performing districts. A general pattern emerged where higher
performance was associated with higher spending for instruction, core expenditures, and
number of teachers and with lower spending for general administration and number of
administrative staff. In all four states, high-performing districts spent more on instruction as a
share of current expenditures, while in three states high-performing districts spent more on
instruction per pupil and employed more teachers per 1,000 students. The differences in
resource allocation between the low-performing and high-performing groups were reduced in
two of the four states when the comparisons controlled for demographic factors and
socioeconomic status.

* Improvement districts showed different resource allocation patterns in specific fiscal and
staffing categories than districts of similar size. A majority of the twelve improvement
districts spent more per pupil in instruction and instruction-related areas, and also increased
allocations for these areas faster than comparison districts over the five-year period
examined. At the same time, the twelve districts were found to re-allocate resources away

from administrative and other non-instructional areas.

vi 9
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Improvement districts and high-performing districts showed similar patterns in the allocation
of fiscal and non-fiscal resources.

Improvement districts used a range of effective reform practices to address student
performance at the school and/or district levels. Interviews with school and district
administrators and teacher surveys revealed that the districts able to align general reform
efforts with creative and effective application and allocation of monetary, staff, time,
physical, and parent/community resources, demonstrated how resources support student
performance. These effective resource allocation strategies, however, were implemented less
systematically than general reform efforts. The planning that went into general reform efforts
was not evident for resource allocation efforts. Administrators infrequently mentioned the
use of data and evaluation, resource needs-assessment, or cost-benefit or other analyses to
plan budgets and staff allocation.

Resource allocation in improvement districts involves a trade-off process in which funds,
time, staff, and other resources are divided among competing needs, often creating inequities.
The analysis of barriers and challenges identified by teachers and administrators clearly
indicated that a number of allocation challenges were seen as resolvable, such as inflexibility
of categorical funds or the need to build staff capacity. Other barriers and challenges,
however, remained unresolved and negatively impacted the ability of districts to effectively
allocate resources to support performance goals. These included unexpected fluctuations in
fund sources, inability to raise salaries, increased time demands on staff, and unsupported
state and federal mandates.

Major findings from this research indicate that states, districts, and schools need to

consider the allocation and application of fiscal and non-fiscal resources as an integral part of the

vi 10
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education reform process. Successfully doing this will enhance and support student performance

gains. The research provides important lessons for state and local policymakers as to how they

can and should connect the allocation of educational resources and student performance goals.
What Should State Decision Makers Do?

* States should investigate whether adequate funds are available to schools to support
instructional goals. If shortages exist, district and state policymakers need to work together to
determine how to increase spending in priority areas and whether reallocation of existing
resources is a viable option.

* States need to provide guidance to districts in ways that best support staff through strategies
such as building capacity in all staff, prioritizing resources towards professional
development, realigning staffing structures to accommodate the strengths and weaknesses of
existing staff, and finding ways to recruit and retain quality staff through compensation and
support systems.

* States should support the collection of timely and detailed fiscal and performance data and
should train local decision makers in the use of data for tracking spending and analyzing the
effectiveness of spending. Data on resources should be tied directly to specific educational
programs, staffing configurations, and other improvement strategies so that cost-benefit and
other analyses can be conducted.

* States should provide training and guidance so that poor performing schools and districts are
able to (1) use student performance data to identify needs and priorities, (2) examine
research-based information in order to identify the strategies and practices that would best
address their needs, (3) communicate the goals and strategies in their improvement plan to all

stakeholders, and (4) evaluate the effectiveness of reform strategies and modify both

o viii 11
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strategies and resources that support them if needed. These strategies will help to ensure that
implementing an improvement planning process is critical to successful resource allocation.
 States should provide timely and accurate fiscal and performance data, integrate resource
allocation in the school/district improvement planning process, give districts advance notice
of important changes in requirements or policies, ensure that required programs and services
are appropriately funded, and assist districts in providing appropriate compensation and
adequate planning time to teachers. In these ways, state policymakers can help districts
overcome the barriers they face in allocating resources to support student performance.
What Should Local Decision Makers Do?

* Districts should integrate a resource allocation strategy that is based on identified needs.
School and student needs should be established using input or collaboration from parents,
teachers, and administrators who have access to achievement data. Once clear goals and
objectives for student success are identified, they must be clearly communicated so that
appropriate district resources can be allocated to support them at the classroom, school, and
district levels .

* Districts should ensure that administrative staff develop financial management skills or use
the services of accountants or financial analysts so they can better understand the limits and
flexibility of fund sources, examine information on spending patterns, determine whether
spending supports district priorities, and reallocate funds as needs arise from year to year or
within a school year.

* Districts should develop grant-writing skills within their staff. However, districts should also

investigate the limits of potential grant sources before committing the time resources

12
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necessary for application and understand which funds will most directly support their goals
and priorities.

* Districts must realize that one size does not fit all with respect to approaches to effective
resource allocation. District decision makers should consider the specific circumstances of
students, schools, and the district as a whole in planning an approach to allocating resources.

* Districts should support school level efforts to build parent and community support and
develop district-wide programs that encourage the participation of these outside resources.
District leaders can also play an important role in increasing public support by effectively
communicating the district’s goals and accomplishments, establishing district linkages to the
local business community, and partnering with local initiatives and agencies that serve the
needs of children and families.

* Districts should find opportunities to interact with their peers to communicate successful
resource allocation practices or seek guidance on barriers or challenges they face. States can
also support this effort by providing mechanisms for districts to share information and
practices and states should identify and consider practices in other states within their region
or nationally.

The research findings and implications confirm that there is a relationship between
resource allocation and student performance. The findings are important for education decision
makers at all levels, emphasizing that wise use of resources not only makes financial sense but
also has implications for student success. Policymakers should consider SEDL’s
recommendations in future efforts to reform education to support student performance

improvement. Further, it is evident there is a need for additional investigation to increase our
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understanding about the components, limitations, and impacts of integrating systematic resource

allocation into a school reform process to help ensure high levels of success for all students.
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EXAMINATION OF RESOURCE ALLOCATION IN EDUCATION:
CONNECTING SPENDING TO STUDENT PERFORMANCE

L. Introduction
The Southwest Educational Development Laboratory (SEDL) is conducting research to help
inform policymakers about key issues in Arkansas, Louisiana, New Mexico, Oklahoma, and
Texas as part of its Regional Educational Laboratory work. This study represents the first of a
series of three regional SEDL policy research studies. The current study examined fiscal and
non-fiscal resource allocation in relation to student performance.

National data indicate the significance of federal and state dollars as a percentage of total
education funding. On average, public elementary and secondary schools receive almost half of
their revenues from state sources, while local and federal funds comprise smaller portions of
total dollars (U.S. Department of Education, 2000). The fiscal spending pattern in SEDL’s five-
state region is consistent with this national trend. As shown in Table 1.1, per-pupil expenditures
in SEDL’s region in 1997 ranged from a high of $5,910 in Texas to a low of $4,964 in New
Mexico, with state and federal funds comprising more than half of each state’s funding. The
local fund share in the five states, except Texas (45.8 percent), was well below the national
average, 1.e., from 12.3 percent in New Mexico to 35.9 percent in Louisiana compared to 42.3
percent nationally. Federal funds are particularly important to states in SEDL’s region, with
every state receiving more than the national average share of total expenditures. The

concentration of poor children in the region largely drives that statistic.

18



Examination of Resource Allocation in Education: Connecting Spending to Student Performance — SEDL Research Report

Table 1.1

Per-Pupil Expenditures and Revenue Shares for Five-State Region and Nation, 1997-1998

New National
Arkansas  Louisiana Mexico  Oklahoma  Texas  average

Per-pupil $4,999 $5,645 $4,964 $5,389  $5910  $6,662
expenditures

State share 57.7% 50.4% 72.2% 61.6%  442%  48.4%
Federal share 10.8% 11.3% 13.2% 8.6% 7.6% 6.8%
Local share 26.0% 35.9% 12.3% 24.5%  458% = 42.3%

Note. The data are from NCES Digest of Education Statistics 2000. [Tables 159 and 168]. (April, 2001).
Washington, DC: National Center for Education Statistics, U.S. Department of Education, Office of
Educational Research and Improvement. http://nces.ed.gov/pubs2001/digest. The combination of state,
federal, and local revenue shares does not equal 100 percent, as total revenues include private
contributions which are not presented.
Problem Statement

Based on discussions with the chief state school officers and other policymakers in SEDL’s
region, school finance was selected as an area in which research-based information is needed.
School finance issues are of paramount concern to all levels of the education system — national,
state, district, and school. As expectations rise for students and teachers to perform at higher
levels and for schools to guarantee the success of all students, the question of how best to
achieve these goals through effective resource allocation becomes even more critical. State
policies and dollars support school funding and greatly affect school and district spending
practices. Statewide finance systems, in conjunction with reform efforts, can be used to direct
resources to support student performance.

Nationally, per-pupil education expenditures demonstrated consistent and rapid growth
between 1960 and 1990 (Odden & Busch, 1998; Picus & Fazal, 1995). Attention in the school

finance policy arena focused heavily on equity issues during those thirty years as states

attempted to address the disparity of education resources within and among districts. In the first
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half of the 1990s, per-pupil expenditures flattened, but later rose again starting in 1996-1997.
Expenditures are projected to rise by 38 percent (in constant dollars) between 1997-1998 and
2009-2010, according to middle projections' estimated by the National Center for Education
Statistics (NCES, U.S. Department of Education, 2000).

Education revenues across the nation also showed similar patterns over the past forty
years, i.e., experiencing growth as well as some decline. The trends in state revenues are of
particular importance because more often than not they constitute the largest share of funds for
schools. Although the proportion of state contributions to education funds declined slightly
between 1987 and 1998, states continue to play a dominant role in school funding and decision
making. For example, state policy directs curriculum development, standardized testing, state
accountability systems, and teacher certification. As state decision makers consider how to guide
schools and districts in reform efforts that increase student performance, they must consider a
range of issues such as revenue adequacy, spending efficiency, teacher assignment, needs-based
decision making, and incentives for improved performance.

Attention has shifted somewhat away from equity issues to focus on the continuing rise in
performance standards and the expectation for adequate resource support for student
achievement. Current research describes how districts distribute their resources, and new
research has begun to explore school level resource reallocation practices in an attempt to better
understand the relationship between resource-related inputs and student outcomes.

In December 2000, SEDL completed a study of resource allocation in Texas (SEDL,

2000b). That work guided the current study in two important ways. First, key findings indicated

! The U.S. Department of Education calculates three sets of projections. One is conservative and
estimates low expenditure growth, the second is aggressive and estimates strong expenditure growth, and
the third is the middle projection level, an estimate of growth between the low and high estimates.
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that Texas school districts at varying levels of student performance allocate resources differently.
The question of whether this finding would exist in other states in the region required further
investigation in order to gain a deeper understanding of how districts spend money and how
different spending patterns may be linked to student achievement. Second, the strategies,
attitudes, and experiences of school districts with regard to resource allocation were found to be
unique and, in many cases, innovative. Further in-depth study of a larger number of districts
across the region was expected to reveal more useful and generalizable information about
resource allocation practices for practitioners and education policymakers, especially those
seeking change in low-performing schools and districts. The current SEDL study was designed
to support and enhance the knowledge base around resource allocation found in the previous
study and other school finance research in order to help inform state and school district decisions
related to the effective allocation of resources to support student achievement. Additionally,
although the passage of the federal No Child Left Behind legislation did not occur until after this
study was undertaken, SEDL researchers recognize the timely need for data-driven knowledge
on best practices to better inform resource allocation decisions that can assist states in meeting
legislated requirements.

Purpose of the Study
The purpose of this study was to explore differences in fiscal spending and staffing allocations in
relation to varying levels of student achievement and identify resource allocation practices and
challenges related to the process of improving student performance. It was intended that the
results of this study would provide state and local decision makers with information and
strategies for improving the allocation of financial and non-fiscal resources to support greater

student success.
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Definition of Terms

For the purposes of this study, the following definitions were used:

Expenditures— The amount of education money spent by districts and/or states for school needs
(including functions such as instruction, support services, and food services and objects such
as salaries, benefits, and materials).

Improvement school district— A school district that has exhibited consistent, sustained student
performance improvement over time on norm- or criterion-referenced standardized test
scores or as identified by state education agency staff.

Low-/mid-/high-performing school district— A school district’s performance level determined
by an average of three years of student achievement data from each state divided into three
groups of equal numbers of districts.

Resource allocation —The ways in which fiscal and non-fiscal resources are divided between
competing needs and expended for educational purposes.

Adequacy—Providing sufficient resources for all students to achieve expected performance
levels.

Equity —The fair distribution of educational resources (including uniformity of facilities and
environment, equal resource inputs, and equal access to educational opportunities) for all
students.

Systemic reform —Recreating an educational system in which all components (e.g., instruction,
administration, support, and resources) of the system are aligned and addressed by multiple
levels (e.g., state, district, school, and community) to produce more sustainable changes so

all students can reach more challenging performance standards.
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Research Questions
The four research questions guiding this study were designed to support SEDL’s goal to create
and promote research-based knowledge to transform low-performing schools and districts into
high-performing learning communities (SEDL, 2000a). More specifically, the questions helped
pursue a regional interest in knowing how school districts allocate their resources and in better
understanding the practices and challenges associated with effective allocation. Implicit in each
of the four questions was a focus on resource allocation and student performance and the ways in
which school districts spend money and make allocation decisions to improve or sustain student
success. Various research methods and data sources were used to answer the four research
questions:
1. What are the expenditure patterns over time in school districts across varying levels of
student performance?
2. How do improvement school districts allocate their financial and human resources?
3. What allocation practices have improvement school districts implemented that they identify
as effective?
4. What barriers and challenges have improvement school districts faced in allocation
practices?
Significance and Limitations of the Study
This study benefits policymakers and those that influence policy, researchers, and practitioners in
various ways:
* Fills a gap in the current research base addressing the link between resource allocation
patterns and student performance and furthers the dialogue on how and whether spending is

related to student success.
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* Focuses on resource allocation practices within a state and regional context pursued in
relatively few studies on resource allocation.

e Provides information to policymakers and practitioners that incorporates unique regional
characteristics and needs by targeting the sample selection to states and districts in SEDL’s
five-state region.

* Increases the understanding of resource allocation for a diverse audience (policymakers,
researchers, educators, individuals who influence education policy, and others interested in
school finance and/or student performance).

* Uses quantitative and qualitative methodology that increases generalizability and reliability
of the findings.

The limitations of this study were considered in the interpretation of the results and
should be recognized for future research in this field. The following factors limit the validity,

reliability, and generalizability of the results of this study:

Each of the states in the region use different standardized tests to measure student

performance.

* Some of the data came from secondary data sources (existing datasets); therefore, SEDL
researchers had no control over the accuracy and standardization of information in those
datasets.

* The within-state number of school districts varied, with some states having a small number
of districts from which to select comparative data.

* The districts studied had varied and changing characteristics, needs, and resources, some of

which could be controlled for while others could not.
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II. Literature Review
Theoretical Perspective

SEDL advocates the implementation of a systemic approach to education in which interrelated

problems are addressed at multiple levels to ensure the success of all students. A critical

component in this systemic approach is the effective use of financial resources. As education
systems are redesigned to create high performance in all schools, finance systems must also be
redesigned for greater efficiency and effectiveness (Odden & Busch, 1998). Recent trends
support this need for considering financial structures in school reform.

* The funding of education has experienced tremendous growth in the past 40 years. However,
increased student performance has not accompanied the influx of money into the educational
system (Hanushek, 1994; Odden & Busch, 1998).

* Although the disparities are declining, current finance structures are still plagued by funding
inequities across states, districts, and schools (Hussar & Sonnenberg, 2000; Parrish &
Hikido, 1998; U.S. General Accounting Office, 1997).

 Efforts to reduce class size, appropriately fund programs for disadvantaged students, and
update teacher compensation systems require additional funding. The funding necessary for
these expenses is most likely to come through new approaches to allocation. Decision makers
have an enormous challenge to spend the funds they do have more efficiently (Hanushek,
1994:; Odden & Archibald, 2001; Picus, 2001; Picus & Fazal, 1995).

Research efforts in recent decades have helped broaden our understanding of the role of
school resources and how their distribution and use can be improved. This study draws from
existing knowledge in three areas: resource allocation inputs, the linkage between financial

resources and student performance, and effective spending practices.
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Resource Allocation
Current resources can and must be used better if ambitious education reform goals and student
performance improvement are to be achieved. Research has produced a great deal of information
about how dollars are distributed to school districts. However, there is insufficient data in the
research on how to put dollars to productive use (Picus & Fazal, 1995). From recent studies, it is
known that at least 80 percent of most school district budgets is spent at and within school sites
for a wide range of student services such as instruction, school leadership, counseling services,
supplies, and materials (Odden & Archibald, 2001). The remaining expenditures support the
superintendent’s office, tax collection, insurance coverage, and other business and operating
expenses.

Another well-established fact is that spending for instruction represents about 60 percent
of state and local operating expenditures (Odden & Busch, 1998; Picus, 2001; Picus & Fazal,
1995). High-spending districts generally spend higher percentages of their funds for instruction
than low-spending districts, although there are exceptions (Adams, 1997; Hartman, 1988).
Researchers find that school districts are basically consistent in the way they allocate resources
(Miles & Darling-Hammond, 1998). When funding levels rise due to state aid or property tax
increases, districts use operating funds primarily for smaller class sizes and teacher pay increases
(Picus & Fazal, 1995). When more program (or categorical) funds are available, districts enhance
instructional programs with new technology, teacher aides, and professional development linked
to the program.

Some researchers have begun to examine resource allocation in districts undergoing
reform to see if new reform ideas also change thinking about resources. So far, they have learned

that reform-oriented districts continue to retain control over most operating resources rather than

10
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decentralizing allocation decisions to the school or classroom.

At the school level, even reform-minded districts generally limit school budget authority
to Title I, compensatory education funds, professional development funds, and grant resources
(Goertz & Duffy, 1999). Reform-oriented schools allocate those funds to improve instruction,
using student performance data to make decisions. They tend to hire aides to increase
instructional capacity. In part, this approach reflects the magnitude of student need in reading
instruction, special education, and English language instruction where small-group and
individualized instructional support is believed to be necessary. Goertz and Duffy found that
schools with budget authority and flexibility spent their resources in the same way as schools
with limited flexibility. Research that resulted in different findings comes from Miles and
Darling-Hammond (1998) who reported that urban high schools with strong student achievement
that have departed from traditional approaches share six resource allocation strategies. These six
strategies are: (1) provide teachers with more generalized roles and reduce specialized programs,
(2) use flexible student grouping, (3) organize the school to support stronger personal
relationships between students and teachers, (4) provide more common planning time for
teachers, (5) implement longer instructional time blocks, and (6) make creative use of the school
day and staff.

Od