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annual Public Education Finances
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include: estimates in order to facilitate cross-
state comparisons when reporting
e Massachusetts is below average in total education spending as a IS LAy A B, 118
, aggregating this data from fift
share of the state’s resources. different state
sometimes arise. For this reason, we
e Massachusetts ranks high in per-pupil spending. As a high income believe strongly that a more accurate
M h k ab . il di representation of school funding can
state, Massachusetts can rank above average in per pupil spending be supplied by DESE, and one should
while at the same time contributing a small portion of the state’s consult it first for school funding data
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spending comparisons, though, these
e Massachusetts ranks high on educational outcomes as reflected in Census data remain the best available
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e Massachusetts ranks near the bottom (47%) in federal funding as a Massachusetts teachers were reported

compared to how they were reported
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percentage of all education revenue.

e Massachusetts schools continue to rely heavily on local funding
sources.

State and local budget cuts that followed the onset of the Great Recession coincided with a large
infusion of federal stimulus funds. The FY 2010 data release represents the second year in which we
observe a nationwide trend in the increasing dependence of states on federal education revenue. The
federal government responded to the fiscal crisis in states by distributing additional federal education
funding through the State Fiscal Stabilization Fund (SFSF), a subset of the larger national stimulus bill,
the American Recovery and Reinvestment Act (ARRA). States distributed the education portion of their
SFSF allocation to K-12 school districts during FY 2009, FY 2010 and FY 2011.
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This paper is organized into three different sections that analyze different aspects of state education
spending. Issues for the three sections are:

1. How much does Massachusetts spend per student?

2. What is K-12 public education’s share of the total economy? In order to analyze how education
spending in Massachusetts compares to the size of our state economy, its changes overtime and
how it compares to other states, this paper examines education spending as a percentage of total
personal income, a common gauge of a state’s economy.!

3. What are the sources of funding? We also include an in depth discussion of federal stimulus
support and its effect on the state budget.

How much does Massachusetts spend per pupil?

Massachusetts ranks high (8th) in terms of both nominal per-pupil spending and cost-adjusted spending
(Figure 1). Because costs and wages vary widely across different parts of the country, it is important to
adjust for these differences in order to make a fair comparison. This paper accounts for these
differences by adjusting US Census per pupil expenditure amounts using the Regional Price Parities
index, a geographic measure of price levels used to facilitate comparisons across states.2 The state’s
cost-adjusted per-pupil spending level of $13,454 exceeds the national average by $2,607, or roughly 24
percent.?

1 For more information on the use of personal income to gauge economic growth please see: New England Public Policy Center of the Federal
Reserve Bank of Boston, “Assessing Alternative Measures of State Income,” July 30, 2008, available at:

http:/ /www.bos.frb.org/economic/neppc/memos/2008 / weinerpopov073008.pdf.

2 For more information on Regional Price Parities see: http://www.bea.gov/scb/pdf/2012/08%20August/0812_regional price_parities.pdf

31t is important to note that the Census’s per pupil measure includes only direct educational expenses —including things like employee
salaries and benefits, administration, and materials —and does not include capital spending and debt service. Per pupil measures that include
capital spending can be useful in capturing the full costs of running school systems, but they can lead to great variation over time and across
states. Capital spending fluctuates year-to-year because large payments happen over different years, depending on when large investments
are being made, and this can lead to volatile per-pupil spending amounts that do not necessarily affect students and teachers at the classroom
level. Additionally, states report capital spending in different ways and the Census Bureau has a difficult time gathering 50-state data that
allows for meaningful comparisons.
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Figure 1. Massachusetts Ranks High in Per Pupil Education Investment, 2010

US Census per-pupil spending cost-adjusted by the Regional Price Parities index
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Massachusetts’s results on the National Assessment of Educational Progress (NAEP) suggest that the
state is getting strong results for its high per-pupil investment. Figure 2 shows a snapshot of these
scores for eighth grade math and reading between 1992 and 2011, a time frame during which the state
increased its commitment to helping fund K-12 education. To see how Massachusetts compares to
other states for different demographic subgroups at different grade levels and subject areas please click
here.

Figure 2. Massachusetts Ranks High on Educational Outcomes
MA state ranking on the National Assessment of Educational Progress (NAEP) exam

1992 2000 2003 2005 2007 2009 2011
Grade 8 Massachusetts Ranking 12 12 3 1 1 1 1
Math
Total states with available data (inc. DC) 42 40 51 51 51 51 51
1998 2002 2003 2005 2007 2009 2011
Grade 8
X Massachusetts Ranking 4 2 1 1 1 1 1*
Reading
Total states with available data (inc. DC) 37 42 51 51 51 51 51

*Tied with New Jersey and Connecticut

What Share of Our Resources do we invest in K-12 Education?

While Massachusetts ranks high in per-pupil spending, we actually dedicate a relatively small share of
our state’s resources to education. As a wealthy state, Massachusetts is able to rank high in per-pupil
spending and low in spending as a share of the economy, reflecting the fact that Massachusetts has a
greater capacity to fund programs and services. The economic measure of personal income captures
how much money is earned by the people of Massachusetts in a given year. It is a good measure of
Massachusetts” ability to fund government services.* Education spending as a percent of the state
economy is below the national average —4.07 percent vs. 4.31 percent nationally —as shown in Figure 3.

It is important to note that the measure of education spending as a percent of the state economy, shown
in Figure 3, looks at direct elementary and secondary education spending from all state, local, and
federal sources; this measure does not include spending on capital projects or other community
programming or adult basic education classes.

4 For more information see “ Adjusting for Personal Income: When, Why, and How” from the Massachusetts Budget and Policy Center:
http:/ /massbudget.org/report_window.php?loc=personal_income_adjustment.html
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Figure 3: Massahcusetts Below Average in Education Spending as Percent of Economy, 2010

Education spending as percent of personal income
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What are the sources of funding?

Public schools in the United States have historically been dependent on local property taxes,
particularly in New England. The Massachusetts Education Reform Act of 1993 served to reduce
somewhat this reliance in Massachusetts, ushering in a series of significant state funding increases
during the remainder of the 1990s. While Massachusetts has shifted some of the education funding
responsibility away from local sources, Massachusetts still relies heavily on local revenues when

compared to other states. In FY 2010, Massachusetts was seventh most dependent upon local funding
(see Figure 4).
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Figure 4. Massachusetts Schools are More Dependent Upon Local Sources of Revenue, 2010
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One reason why Massachusetts ranks low (47th out of 50) in the share of federal dollars dedicated to
education is that Massachusetts is a relatively wealthy state and federal education dollars are
predominantly targeted to less wealthy schools. A significant portion of federal education revenue,
such as Title I funding, is distributed in proportion to the number of low-income students in a school.
Massachusetts has a low rate of child poverty and, therefore, receives less of this federal support.

The second reason why Massachusetts ranks low in federal education revenue is that it was one of the
few states that chose to spend most of its federal stimulus money during FY 2009 (see Figure 5). FY
2009 was the first year in which Census data reflects increased federal education revenue distributed to
states and local school districts through the American Recovery and Reinvestment Act (ARRA). For
three years starting in FY 2009, ARRA funds increased federal education support in a few different
ways, including through the State Fiscal Stabilization Fund (SFSF), increased Title I and Individuals
with Disabilities Education Act (IDEA) funding, the Education Jobs Fund, and the Race To The Top
competitive grant program. Figure 5 outlines these sources of funding during the four fiscal years
affected by the ongoing fiscal crisis.

Massachusetts’s low rank is expected to continue when the census releases similar spending data for
FY 2011, since it only had a balance of $20.7 million left in SFSF funding (Figure 5).

It is important to note that federal funds are only a small portion of most states” education revenue. On
average the federal government only accounted for 12.5% of all education funding in FY 2010 (Figure
4).

Figure 5. Federal Stimulus Funding for MA K-12 Education During Fiscal Crisis

| 2009 | 2010 2011 2012

Additional Title | $81,800,000 $81,800,000

funded through ARRA
" ,ﬁ,‘:g 'tth'r"OZZL 'ADRi’: $140,300,000 $140,300,000
S ezl Stab"'ziﬂ‘sz $412,000,000 $172,200,000 $20,700,000
Education Jobs Fund* $66,600,000 $133,900,000
Race To The Top** $62,500,000  $62,500,000

TOTAL | $412,000,000 | $394,300,000 | $371,900,000 | $196,400,000

*While the federal DOE intended Education Jobs Fund money to be spent entirely in FY 2011, local districts had
leeway to spend the money through the first quarter of FY 2013. This table allocates for FY 2011 the portion of
money actually claimed by districts for as of July 2011 and allocates the balance to FY 2012.

**Massachusetts won a $250,000,000 Race To The Top Grant, which is to be spent over four years from FY 2011 to
FY 2014. This table allocates 1/4 of this total to FY 2011 and FY 2012.

Massachusetts schools continue to rely heavily on local funding sources.
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Massachusetts relies on both local government and state government support, mostly through local
property taxes and state government appropriations to finance public school. Compared to other states,
Massachusetts ranks below the national average in the state’s share of education spending. In FY 2010,
Massachusetts ranked 36t in state spending as a percentage of the total education investment.
However, when adding local revenue, Massachusetts is very close to the national average of state and
local education revenue as a share of the economy, setting aside federal money. As Figure 6
demonstrates, state and local education revenue in Massachusetts comprises 4.14 percent of personal
income in FY 2010, compared to the national average of 4.28 percent.
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Figure 6: MA Ranks Close to Average in State & Local Revenue as Percent of Economy, 2010
State and local education revenue as a percent of personal income
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Conclusion

Massachusetts is not especially rich in natural resources, but what it does have is a highly educated
workforce.> Massachusetts has many world class schools and the best education outcomes of any state.¢
However, we cannot rest on our laurels. While we are able to rank high in per pupil spending,
Massachusetts dedicates a smaller share of our overall resources to education than the average state.
Furthermore, in many of our communities, a significant share of our students do not receive the
support they need to meet our state standards.” Building a strong foundation for economic growth in
the years ahead will likely require expanding access to high quality education for all of our young
people, and particularly those in lower income communities.

5State of Working Massachusetts-Labor Day 2012. From the Massachusetts Budget and Policy Center:

http:/ /www.massbudget.org/report_window.php?loc=swma_labor_day_2012.html

6 For more information see the Boston Globe article on the Trends in International Math and Science Study. Massachusetts ranks second
highest in the world on science testing and fifth highest in Mathematics: http://bostonglobe.com/metro/2012/12/11/mass-garners-high-
marks-key-international-exam/oR1K54pAj9GbMNK6EMTOL zM/story.html

7 For more information on the underfunding of Education Spending see the Massachusetts Budget and Policy Center Report entitled Cutting
Class: Underfunding the Foundation Budget's Core Education Program :

http:/ /www.massbudget.org/report_ window.php?loc=Cutting_Class.html
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