FISCAL POLICY

INSTITUTE Independent Research. Poverty Solutions. Better DC Government.

FEBRUARY 26, 2020

Money Matters: Adequate and Targeted Education Funding Can Boost

Student Outcomes, Reduce Opportunity Gaps
By Qubilah Huddleston

In recent years, new evidence on the relationship between public education investments and student
achievement makes it clear that money does matter in education—that is, when policymakers invest public
dollars wisely and consistently, students tend to achieve better academic and lifetime outcomes. The
research shows that targeted education investments are especially important to supporting school success of
low-income students and students of color.

These findings have important implications for DC,
where policymakers have never funded the education
budget at the level recommended by school finance
experts. And recently, DC leaders enacted changes to
school budgeting practices that have obscured the level
of funding needed to keep up with growing educational
expenses.' These issues are contributing to too few
dollars allotted for basic funding per student and to the
supplement intended to assist students at risk of
academic failure.

To help offset inadequate school budgets, DC Public Schools (DCPS) routinely misuses “at-risk” funds to
cover basic staffing positions that the base amount in the Uniform Per Student Funding Formula (UPSFF)
is supposed to cover.” This practice is disproportionately harming neighborhood schools with high
concentrations of primarily low-income Black students, many of whom are already experiencing shrinking
budgets as a result of declining enrollment.’

Specifically, national and state-level studies have found that:

« Additional investments in public education improve student outcomes, with gains more pronounced for
low-income students and students of color. Specifically, these investments lead to higher test scores and
high school graduation rates and increase the likelihood of a student attending college and completing a
degree.

« Additional school spending can lead to higher lifetime earnings and reduced adult poverty rates.
e Funding cuts in many states during the Great Recession led to declines in student outcomes.

e The investments that can matter the most, depending on implementation, include class size reductions,
tutoring support, mental health services and support for social-emotional learning (SEL), and efforts to
hire and retain experienced and effective teachers, among others.

The District has an obligation to ensure that all students have the resources they need to achieve academic
success regardless of the race or socioeconomic class into which they were born. DC’s students face
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substantial barriers to success, with nearly half of public school students being considered at risk of
academic failure due to their family’s income status or some other hardship measure.*

Too few low-income students and Black and Latinx students in DC are reaching the level of academic
success they are fully capable of achieving. Only 25 percent of Black students and 34 percent of Latinx
students in DC met or exceeded expectations for grade-level learning standards, compared to 82 percent of
their white classmates, according to Partnership for Assessment of Readiness for College and Careers
(PARCC) test scores.” Results are even more troublesome for “at-risk” students—only 18 percent of
students met or exceed expectations.

Adequate and targeted public investments in education in DC can help expand access to educational
resources that can help reduce opportunity gaps. The research findings detailed below highlight the
importance of adequately funding DC’s school budget and ensuring that funds intended to promote
education equity—particularly at-risk funds—reach the intended students.

Researchers Present Compelling Findings on the Effects of Money on Student Outcomes

Thanks to the availability of larger data sets and advancements in research methods, a set of new studies
strengthens the evidence that public investments in education matter for student achievement and long-term
flourishing. Researchers, taking advantage of natural experiments resulting from court-mandated and
legislative school finance reforms, have shown that increased state investments in schools can lead to a
number of positive outcomes—improved test scores, higher graduation rates, increased likelihood of
attending college and earning a degree, and higher adult income (Breakout Box 7). Additional public
investments in education can matter even more for boosting the outcomes of low-income students and
students of color who are at risk of falling behind.

COMPELLING EVIDENCE COMES FROM U.S. SCHOOL FINANCE REFORMS

Between 1970 and 2010, more than half of states underwent school finance reform in response
to deep funding inequities between low-income and more affluent school districts—these reforms
were either court-mandated or legislative. 6 7

In the first decade of reforms, most court-mandated reforms were “equity-based,” meaning courts
sought to reduce funding and resource gaps between districts. Under these reforms, states
redistributed funds so that low-income districts received more money.8 By 1990, however, court-
mandated reforms became “adequacy-based,” with the primary goal of ensuring sufficient levels of
funding in low-income school districts, whether that meant more, less, or the same amount of
funding in wealthy districts.

Public Investments Matter for the Many Dimensions of Student Achievement

Several new national studies show that increased public investments can lead to improvements in student
outcomes. The gains have proven to be especially strong for low-income students and students of color.

In a 2018 national study, researchers found that the 26 states that implemented court-mandated or legislated
finance reforms between 1990 and 2010 increased the amount of aid they sent to school districts, with these
states making overall greater investments in low-income districts compared to high-income districts.”"
These additional investments mattered significantly: National Assessment of Educational Progress (NAEP)
math and reading test scores went up in low- and high-income districts, but gains were more pronounced
for students in low-income districts.
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The researchers found that the effect of additional dollars was cumulative—students’” outcomes improved as
they experienced more years of higher funding. Ten years following a reform, one-fifth of the pre-reform
achievement gap between low- and high-income districts had closed.

In another national study on the evaluation of school finance reforms, researchers similarly found evidence
of the cumulative effects of increased spending. A 10 percent increase in per-pupil spending each year for all
12 years of schooling increased a student’s chance of graduating from high school by 9.5 percentage points,

according to a 2015 longitudinal study of national educational and economic data on more than 15,000
children." The additional investments provided a larger boost in achievement to low-income students,
whose likelihood of graduating from high school increased by 11.6 percentage points."

The effects of increased public investments can extend
beyond the classroom. In the same 2015 study,
researchers found that a 10 percent increase in per-
pupil funding each year for all 12 years of schooling led
to students earning adult wages that were 7 percent
higher than wages of students in non-reform states.
This increase in funding also led to students having
adult family incomes that were 9.6 percent higher.
Effects were stronger for low-income students—they
earned adult incomes that were 10 percent higher and
had adult family incomes that were 16.4 percent higher
than their low-income peers in non-reform states (Frgure
7).

That researchers found cumulative and/or long-term
effects of extra dollars on student achievement
underscores that investments today pay dividends in the
future. Learning is a cumulative process. Each year a
student attends school, they build upon the knowledge
and skills from prior years. Comparably, education
stakeholders can reasonably expect to see the benefits
of additional dollars on student outcomes add up over
time—the longer students are exposed to a higher
quality education, the better their outcomes are likely to
be.

FIGURE 1

Increased Public Investments in
Schools Can Lead to Better Adulthood
Outcomes for Low-Income Students

For low-income students, a 10 percent increase in
per-pupil spending (for all 12 schaol-age years) is
associated with:

16.4%
increase
10%
increase
Higher individual Higher family

earnings in adulthood income in adulthood
Source: C. Kirabo Jackson, Rucker C. Johnson, and Claudia Persico,
“The Effects of School Spending on Educational and Economic
Outcomes: Evidence from School Finance Reforms.” Quarterly
Journal of Economics. October 1, 2015.

State-Level Studies Bolster the Case that Money Matters

Evidence that money matters for student achievement also comes from state-level studies. From California
to New York, policymakers have evidence that increasing funding for schools makes a difference, especially
for students who may need extra support to achieve their academic goals.

In a 2017 study, researchers found that California students in grades three through eight attending schools
in districts that received “concentration grants”’—additional funds given to districts in which at least 55

percent of enrolled students wete considered “disadvantaged”

*—scored higher on state math and reading

exams than their peers in neighboring districts that were narrowly disqualified from receiving such bumps in
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per-pupil funding."” Researchers observed similar
boosts in achievement for high school students enrolled
in an Advanced Placement course at schools in grant-
eligible districts. Across both domains of achievement,
Latinx students experienced the largest gains.

In a separate paper on the effects of school finance
reform in California, researchers found that a $1,000, or
10 percent, increase in per-pupil revenue every year in
grades nine through 11 led to increases in student math
test scores, with low-income students experiencing
gains that were more than twice as high as the average
student.'®"” Researchers also found that the extra $1,000 each year in grades ten through 12 led to higher
graduation rates for students across income levels and different racial and ethnic groups.

In another study, researchers found that Texas students attending schools in districts that received a 10
percent increase in per-pupil funding had higher test scores, lower high school dropout rates, and higher
college entrollment rates compared to students in schools without the increased funding.'® Extra money for
operational costs (e.g., instructional and support staff) led to similar improvements in student outcomes in
Wisconsin, according to a 2019 working paper.'’ In another study, an additional $1,000 in per-pupil
spending led to students in New York State expetiencing increases in math and reading test scores.”

Great Recession Shows that School Budget Cuts Hurt Performance

While additional collective investments in public schools can put students on a stronger path, reduced public
spending can harm students’ outcomes and set them back for years to come. During the Great Recession, as
revenues plummeted, many states reduced investments in public education. Students in districts most
severely affected by the recession experienced the sharpest declines in test scores, a National Bureau of
Economic Research working paper found.” Declines in test scores were much more pronounced for low-
income students and students of color. According to other researchers, declines in student achievement in
districts most affected by the recession persisted for more than three years following the recession even
when controlling for other factors, highlighting the potential longer-term consequences insufficient funding
can have on students.”

How Increased School Funding Can Improve Student Success

There are several ways to target additional educational funding to boost student outcomes. This report does
not attempt to summarize all of them, but rather provides a summary of key resources and programs that
have been well-researched and serve as potential areas of investments.

Small Class Sizes
Smaller class sizes in early grades (K-3) have produced significant, immediate and longer-term effects on the

achievement of low-income students and students of color, particularly Black students.

Evidence stems from the Tennessee STAR (Student/Teacher Achievement Ratio) project, a rigorous, large-
scale class size reduction policy experiment involving nearly 12,000 public school children. In the STAR
study, a reduction in class size from 24 to 15 students™ led to Black students in small classes experiencing
higher test score gains than their Black peers in larger classes at a rate two to three times higher than the
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white students in smaller classes did over their white peers in larger classes.” These gains effectively reduced
the achievement gap between Black and white students on every academic test, with some researchers
estimating that the Black-white test score gap would fall by 38 percent in grades K-3 if all students were in
small classes.”

Follow-up studies on the students in the STAR project have shown the lasting positive effects of smaller
class sizes. Students assigned to small classes had higher test scores through eighth grade® and were more
likely to graduate from high school than their peers assigned to larger classes. And, low-income students
who were in small classes for four years saw graduation rates similar to or higher than that of their more
affluent peers.”’

Small class sizes are likely to produce long-term benefits for students of color as well. Notably, one study
found that if all of the students who were part of the STAR project were assigned to small classes, the gap
between Black and white students taking a college-entrance exam (ACT or SAT) would be reduced by an
estimated 60 percent.”

Tutoring Programs

Research shows that tutoring can boost the achievement of students who are struggling academically,
although the research is mixed on positive effects. Small, intensive tutoring programs may be more effective
for low-income students and students of color who
‘ have historically had their academic needs unmet.

In a randomized control trial study of a math tutoring
program in Chicago, researchers found evidence that
low-income, Black and Latinx ninth and tenth graders
who participated in the tutoring program for one-hour
each day learned “about an extra one to two years’
worth of math above and beyond what the control
group learned over the course of the academic year.””
Other research in a major urban city points to the
positive benefits of small group tutoring programs. A
2011 study of 35 charter schools in New York City showed that high-achieving charter schools were more
likely to offer high-dosage tutoring—that is, where six or fewer students were in a tutoring group that met at
least four times per week.” Students in schools that prioritized high-dosage tutoring saw higher gains in
math and reading.

School-Based Mental Health Services

Around the country, school leaders have looked to school-based mental health services as a promising
strategy to improve students’ social-emotional behaviors and help reduce barriers in access to health care,
with millions of children now accessing these services.”"

One in five children have a mental health disorder, with many more children having their needs go unmet
each year.” Low-income children and children of color are more likely to experience barriers in accessing
and using vital mental health services.” This has significant consequences as low-income children are often
exposed to higher levels of trauma and stress—especially during the early years—Ieading to underdeveloped
social-emotional skills that students need to be active participants in their learning process. As a result, low-
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income students are more likely to face academic challenges and may display more disruptive behaviors,
leading to higher suspension or expulsion rates than their more well-off peers.

Research suggests that school-based mental health services—such as seeing a licensed clinical social worker
at school—are worth the investment. In a meta-analysis of 47 rigorous school-based mental health
programs, researchers found evidence to suggest that programs like this can have positive effects on the
social-emotional behavior of students—an important finding given the relationship between healthy social-
emotional skills and school readiness and engagement.” The researchers note that not all school-based
mental health programs are created equally and that there are key implementation factors that likely improve
a program’s sustainability and effectiveness, such as buy-in from school leadership and the inclusion of
parents, teachers, or peers.

Social-Emotional Learning Programs

Like school-based mental health interventions, SEL programs can have positive effects on students’
emotional and behavioral health. They can help students develop the skills they need to self-regulate and
manage their emotions, build strong relationships and empathize with others, and make responsible
decisions. A meta-analysis of 317 studies on the effects of SEL programs on students in grades K-8 found
that the average student in an intervention class saw
gains across several domains, including improved
attitude and social behaviors, reduced behavioral
problems and emotional distress, and increased
academic performance. The average student who
participated in an intervention gained 11 to 17
percentile points on standardized state achievement
tests compared to a student who did not patticipate.”

The researchers also found that targeted SEL programs
can have outsized positive effects on students who
display eatly signs of behavioral or emotional
challenges, and that teachers can be more effective at
implementing the programs compared to outside facilitators.”

Teacher Quality and Retention

Teacher quality is one of the most important in-school factors affecting student outcomes, academic and
otherwise. There are several characteristics that policymakers and researchers believe define teacher quality,
with some disagreement. However, years of teaching experience, teacher preparation, licensure and
certification, and content and pedagogical knowledge are common characteristics identified as having
positive effects on teacher quality.”

State education agencies typically examine teacher quality through the lens of teacher effectiveness—that is
how well the teacher improves students’ test scores.” Students taught by effective teachers are more likely
to attend college, earn higher incomes as adults, live in wealthier neighborhoods, and save more for
retirement, some research shows.” Students taught by less effective teachers tend to have worse academic
outcomes, particularly when taught by ineffective teachers consecutively.*

More experienced teachers (i.e., those with more years of teaching) tend to be more effective in boosting
student outcomes than less experienced teachers”, and as teachers become more experienced, they tend to
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earn higher salaries.”” However, research shows that the positive effect on quality with each added year of
experience begins to diminish after a teacher gains five years of experience. This means that on average, a
teacher with more experlence is more effective than a teacher with little to no teaching experience, but
experience alone is not enough to increase or even
sustain a teacher’s positive effect on student outcomes.

District and school leaders also confront the problem
of retaining teachers in the classroom as they become
more experienced. 17 percent of beginning public
school teachers (i.e., teachers who has never taught
before) leave within the five years of teaching® with
many teachers citing unsatisfactory working
conditions—such as insufficient classroom resources
and poor school leadership—as the main reason for
leaving.*

Policymakers looking to improve student outcomes should pursue policies that boost teacher effectiveness,
such as high-quality professional development opportunities that promote ongoing refinement of teachers’
skills, and retention policies that keep quality teachers in the classroom. When teachers stay in the
classroom, they gain more experience over time and with the right professional development tools, hone
their instructional skills. Teachers who stay in the classroom also have more opportunities to establish
positive relationships with students, which can positively impact students’ learning experience. Conversely, a
revolving door of teachers can disrupt student learning and may have negative effects on school climate.”

Restorative Practices

Restorative practices in schools are modeled after restorative justice, a non-punitive criminal justice
approach that emphasizes accountability of offenders by requiring them to face the people they harm by
their actions.” For example, instead of a principal immediately suspending a student who initiates a fight
with another student inside a classroom, the teacher—who has received training— would lead the entire
class in a “peacemaking circle” where the offending student and victim would be given a chance to discuss
the underlying issues that led to the fight; and their peers would be given a chance to discuss how the fight
negatively affected them. In this example, the goals of the circle are to restore harm done to the individual
student and broader class community, avoid the need to suspend the offending student, and reduce the
possibility of future incidents.

Districts or individual schools adopt restorative practices for a number of different reasons—including
promoting a positive, cohesive school climate—but many have done so to reduce racial disparities in school
discipline.”” Students of color face higher rates of out-of-school suspension (OSS) and expulsion compared
to their white peers nationally, despite the lack of evidence that students of color misbehave at significantly
higher rates.” Black boys and gitls are three and six times more likely to be suspended or expelled,
respectively, while Latinx boys and girls are 1.5 and two times likelier, according to the US Department of
Education Office of Civil Rights."

Researchers are exploring whether racial disparities in school discipline are associated with racial disparities
in student outcomes. One recent study found that districts with higher Black-white student discipline gaps

have higher Black-white achievement gaps.” This relationship likely exists given the negative consequences
that suspension or expulsion can have on a student’s academic experience. Suspensions and expulsions
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disrupt students’ learning experiences by causing them to lose out on critical instructional time. Youth who
miss too much school tend to have lower academic achievement and face higher dropout rates.” School
discipline policies—like restorative practices—that help keep students in schools instead of pushing them
out may thus be useful in disrupting both inequities in school discipline and student outcomes.

While some districts and individual schools have reported positive effects of using restorative practices,
many are in the beginning stages of making these policy changes.”® Mote rigorous research is needed to
identify evidence-based practices, but policymakers should consider funding pilot programs in schools
where principals, teachers, students, and parents are interested in adopting restorative practices to improve
school culture and climate and boost student achievement.

DC Leaders Are Shortchanging the District’s Students, Especially Those Facing the Largest
Opportunity Gaps

DC may be investing in many of the successful FIGURE 2
approaches highlighted above, but many school leaders

e preventd from flly mplemoning ther duc o the 36 Budee CuisDeraparionatly s
inadequate funding they receive. Policymakers’ failure East of the River
to adequately fund the public education budget harms
low-income students and Black and brown students the
most—many of whom are growing up in families and
communities that are grappling with the historical
legacy of racist public policies and practices.

Currently, the UPSFF is $10,980, 7 percent below what

school finance experts have recommended as the Number of schools
amount needed to fund schools adequately.” In fact, by ward with budget
District leaders have never increased the UPSFF to the sl gy

. . . EYE202
recommended funding level, with the cumulative gap iRy
. - 0 schools
over the past seven fiscal years totaling over §740 b
million.>* - 2 schools
- 5 schools
- 10 schools

School officials are forced to pit one priority against
another in order to stretch their budgets when funding Source: Mary Levy's Analysis of 2019-2020 DCPS submitted school

is inadequate. DCPS, facing such pressure, routinely RS

diverts its “at-risk” funds to cover core programming

and staffing positions, such as art teachers and librarians, instead of giving these funds to schools for their
intended purpose. This practice occurs despite laws explicitly requiring DCPS to add to, not replace, school
budgets with at-risk funds.”

DCPS’ practice of supplanting at-risk funds disproportionately impacts schools with high concentrations of
students at risk of falling behind, many of whom are in Wards 7 and 8. The District is also failing to ensure
that schools do not experience significant year-to-year budget cuts. For the 2019-20 school year, 15 out of
19 schools facing budget cuts of more than 5 percent are in Wards 7 and 8 (Figure 2).”°

Even if DCPS was directing at-risk funds in accordance with the law, the current amount of $2,470 is 40
percent below the level that school finance experts recommended seven years ago.”” This is another way in
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which policymakers are failing to support investments that could promote equity in access to educational
resources and outcomes.

At-Risk Funds: Correcting Course to Achieve Equity

As of 2019, the District has invested about $450
million in at risk funding—3$261 million for DCPS and
$194 million for public charter schools—since

lawmakers first appropriated at-risk funds through the
UPSFFE.”

While DCPS diverts a large share of its at-risk funds
for other purposes, it manages to use the rest of the
funds to supplement schools’ budgets. DCPS invests
at-risk funds in two main ways: targeted initiatives and
programming for at-risk students at high-needs
schools, and unrestricted dollars that principals can use
| in partnership with Local School Advisory Teams
(LSAT),” to create unique interventions. Thus, at-risk interventions vary across schools.

These dollars fund a range of resources for students from attendance counselors, to educational supplies, to
K-8 afterschool programs. Some at-risk funded interventions are targeted specifically to at-risk students,
while other at-risk funded resources benefit every student in the school. For example, in FY 2019 DCPS
allocated at-risk dollars to give extra pay to teachers who lead evening credit recovery courses for students
who have fallen off track for graduating on time. In another instance, DCPS funded a computer lab aide
with at-risk funds who “provides computer instruction and allows for longer computer lab hours for all

students”.®

Tracking the use of at-risk funds in public charter schools is more challenging. Because there are no
standard staffing requirements in public charter schools or requirements for at-risk spending plans—unlike
in DCPS schools—it is not always easy to decipher how the charter system is using at-risk funds to
supplement services.

District leaders have a responsibility to course correct and require schools to use this powerful tool to
advance education equity. Policymakers are investing millions of dollars into at-risk funds—and there is still
room for them to make greater investments—ryet, the District lacks a consistent investment strategy and
rigorous, systematic review of existing at-risk funded programs or services.®' This lack of transparency
complicates the choices available to school leaders looking to invest in interventions that can have
immediate and sustained effects on students who for far too long have been denied high quality educational
opportunities.

It is time for District leaders to honor the intent of at-risk funds. The DC Council should provide more

oversight on how both education sectors report their use of at-risk funds and should consider what, if any,
consequences it can impose when DCPS violates law.*
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Conclusion

After more than 50 years of contentious policy and research debates about the relationship between school
funding and academic achievement, contemporary research points in one obvious direction: money matters
for student outcomes and so does how it is spent.

Money is not the only resource schools need to provide a high-quality education to all children, but it is
more difficult for schools to prepare students for success in the classroom and beyond when they don’t
have enough funding to do so. School leaders can hire more teachers to keep class sizes at an appropriate
number, offer advanced coursework and extracurriculars, experiment with innovative curriculum designs,
and leverage a host of other educational tools and resources associated with improved student outcomes
when policymakers make strong and consistent investments in schools.

Importantly, school leaders can invest earmarked dollars meant to support low-income students and other
students who are struggling academically, promoting equity in opportunities and outcomes. For example,
principals can use at-risk dollars to hire more school-based mental health professionals to support students’
social and emotional well-being and prioritize evidence-based interventions that help students read better.

Policymakers have an obligation to ensure that all students can thrive. As outlined in the first three reports
of DCFPI’s educational equity series,” District leaders have several policy and budget choices available to
them that could help close the gap between current levels of funding and what is needed and ensure that at-
risk funds reach students who need them the most.
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