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Abstract: Achievement disparities among racial and
ethnic groups persist in the American education system.
Asian and white students consistently perform better on
standardized tests than Hispanic and black students.
While many commentators blame the achievement gap on
alleged disparities in school funding, this Heritage Foun-
dation paper demonstrates that public education spending
per pupil is broadly similar across racial and ethnic groups.
To the extent that funding differences exist at all, they tend
to slightly favor lower-performing groups, especially blacks.
Since unequal funding for minority students is largely a
myth, it cannot be a valid explanation for racial and ethnic
differences in school achievement, and there is little evi-
dence that increasing public spending will close the gaps.

In 2009, white public school eighth-graders out-
scored their black classmates by one standard devia-
tion (equivalent to roughly two and a half years of
learning) on the math portion of the National Assess-
ment of Educational Progress (NAEP) test.! Racial dif-
ferences in achievement like this one are pervasive in
the U.S. education system, and the gaps have persisted
for decades.

The Program for International Student Assessment
(PISA), a standardized test battery given to 15-year-
olds in all 34 OECD? countries, puts the gaps in stark
terms. If white American students were counted as a
separate group, their PISA reading score would rank
third in the world. Hispanic and black Americans,
however, would score 31st and 33rd, respectively.’
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Talking Points

» Racial differences in educational achieve-
ment are pervasive in the U.S. education
system, and the gaps have persisted for
decades.

 Asian and white students in the U.S. continue
to have substantially higher levels of school
achievement than their Hispanic and black
counterparts.

 Contrary to public perception, per-pupil edu-
cation spending is broadly similar across
racial and ethnic groups. If any one group
enjoys an advantage in funding, it is black
students, especially in the Northeastern
states.

 Since unequal school funding is largely a
myth, it cannot explain the racial achieve-
ment gap.

* It is a mistake to assume that simple fund-
ing increases for public schools can close the
achievement gap.

This paper, in its entirety, can be found at:
http://report.heritage.org/bg2548
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Blaming “Unequal Funding.” A common
hypothesis is that Hispanic and black students per-
form worse in school because less money is spent
on them. In 1995, Columbia Universitys Linda
Darling-Hammond claimed, “The resources devot-
ed to the education of poor children and children
of color in the U.S. continue to be significantly less
than those devoted to other American children...
and it is these inequalities that create and sustain
the ‘bell curve’ of differential achievement.”

Part of the NAACP5 official statement on edu-
cation policy reads: “Quality public education for
African American and Latino students is persistently
threatened as a direct result of inequitable school
funding.”

Responding in 2001 to criticism that blacks and
Hispanics perform poorly on the SAT, College Board
President Gaston Caperton declared, “Tests are not
the problem.... The problem we have is an unfair
education system in America—an unequal educa-
tion system.”®

Even conservative author John McWhorter, while
downplaying structural and institutional explana-
tions for the racial achievement gap, still asserts that
the alleged funding disadvantage for black students

“is a real one.””

These commentators are mistaken on two levels.
First, increasing school spending has rarely led to

better outcomes.® Second, and more fundamentally,
based on data from the U.S. Department of Educa-
tion itself, the assumed funding disparities between
racial and ethnic groups do not exist.

Existing Literature. Past research on educa-
tional resource disparities has often avoided direct
calculations of per-pupil spending. Darling-Ham-
mond, for example, has written extensively on spe-
cific inputs, particularly teacher certifications, that
tend to be lower in schools with large minority pop-
ulations. But deficiencies in certain resources do not
necessarily indicate an overall disparity. Other ana-
lysts, such as Jonathan Kozol, have explored case
studies of poorly funded minority schools, but the
limited set of examples are not representative of the
national picture.’

The Education Trust, a non-profit advocacy
group committed to closing the achievement gap,
published a 2005 report on funding differences
between the highest-minority and lowest-minority
school districts in states and large cities.!® Leaving
out the districts in the middle, however, can lead to
misleading results.

One of the more rigorous reports on funding
disparities was published by the Urban Institute.!!
The authors of the study combined district-level
spending data with the racial and ethnic compo-
sition of schools within districts. They found that
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per-pupil spending for group =

> groupcount; - perpupilspending;

where groupcount; refers to the number of students of one racial group in district i

>, groupcount;

Equation | < B 2548 & heritage.org

spending on minority students eclipsed spending
on white students in the early 1980s and remained
slightly higher through 2002, the most recent year
in their study.

This paper employs a similar methodology, using
2006-2007 datasets from the U.S. Department of
Education to examine school funding at both the
national and regional levels. In addition, the paper
adjusts spending figures to account for cost-of-liv-
ing differences across districts.

Data and Methods

This paper uses two datasets published by the
Department of Educations National Center for
Education Statistics (NCES). The Secondary School
Universe Survey for the 2006-2007 school year
provides the racial and ethnic breakdown of schools
across the nation;'? the Financial Survey for the
2006-2007 school year contains detailed expendi-
ture and revenue data for public school districts.!?
Merging these two datasets allows expenditures to
be weighted by the racial composition of each dis-
trict, creating per-pupil expenditures for each group.

Specific Procedure. In each district, the number
of white students is multiplied by per-pupil spend-
ing to generate the total spending on white students,
district by district. The district totals are summed to

create a national grand total of spending on white
students. That grand total is then divided by the
total number of white students across the country,
producing the national per-pupil figure for white
students. The same procedure is repeated for each
racial and ethnic group.

Mathematically, the calculation is shown above.

District Level vs. School Level. Ideally, the
NCES would provide expenditures on a school-by-
school basis, not just on a district-by-district basis,
so that the spending data would have the same level
of precision as the racial and ethnic data. But given
the district-only limitation, students are assigned
the per-pupil spending level of their district as a
whole, rather than the per-pupil spending in their
individual schools. The “Discussion” section below
explores how this might affect the analysis.

Cost-of-Living Adjustment. Because the cost
of living varies across the U.S., school expenditures
are not always directly comparable. In areas with
a lower cost of living, the same amount of money
can buy more resources than in high-cost areas. To
account for this difference, the NCES calculates a
Comparable Wage Index (CWI) for each school dis-
trict based on the average non-teacher wage in the
district’s labor market.!* If non-teacher wages are

12. Included with regular elementary and secondary schools are vocational and special education districts, charter schools,
and districts run by Educational Service Agencies (large regional providers). Excluded are non-operational schools,
schools in U.S. territories, and privately funded schools. About 87 percent of the included districts provided valid
financial and student data to NCES. Data appear to be missing disproportionately from small, specialized districts that

would have little effect on the end results.

13. The specific expenditures summed to create a total district expenditure variable are: total instruction,; total support services
(including pupil support, general administration, school administration, operation and maintenance, student transportation,
other support, and non-specified support); food services; enterprise operations; capital outlay; and interest on debt.

14. NCES calculated 800 unique indices—one for each major labor market as defined by the U.S. Census Bureau—and
then mapped each district onto one of those labor markets. The 2005 CW1 is used here, since it is the most recent
available. See Lori L. Taylor, Mark C. Glander, William J. Fowler, Jr., and Frank Johnson, “Documentation for the NCES
Comparable Wage Index Data Files, 2005,” U.S. Department of Education, National Center for Education Statistics,
August 2007, at http://nces.ed.gov/edfin/pdf/2007397.pdf (April 2, 2011).
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high in a given market, the NCES assumes it has
a high cost of living. The NCES excludes teacher
wages from the CWI calculation to avoid confusing
a districts commitment to education funding with
general cost-of-living differences.

Cost adjustments should be regarded cautiously.
Living expenses can still vary within markets, some-
times considerably. The District of Columbia, for
example, is a high-expense city overall, but its poor-
est (and mostly black and Hispanic) sections have a
lower cost of living than the white sections. While
the raw data are likely to overstate the minority
school funding advantage, the adjusted data probably
understate it. Nevertheless, the CWI is the best data-
set currently available for making cost adjustments.

Results

Table 1 displays three columns of results. The first
shows the raw per-pupil spending figures for whites,
blacks, Hispanics, and Asians. The second column
shows per-pupil spending for each minority group
as a percentage of the per-pupil spending on white
students. The third column adjusts this percentage
with the CWT to reflect differences in the cost of living.
All three data points for each group are then broken
down by census region.

Nationwide, raw per-pupil spending is similar
across racial and ethnic groups. The small differences
that do exist favor non-white students. After break-
ing down the data by region, the non-white funding
advantage becomes more pronounced. In the North-
east, for example, blacks receive over $2,000 more
than whites in per-pupil funding per year. The region
with the smallest differences is the South, where
spending on black and Hispanic students is only
slightly higher than on whites.

Adjusted for cost of living, the differences nar-
row. Asian and Hispanic students receive slightly
less money than whites overall, while blacks receive
slightly more. Regional differences persist after the
adjustment, especially in the Northeast.

Discussion

The results in the previous section are straight-
forward—minority students receive about as much

Public Education Spending by Race
and Ethnic Group
ADJUSTED
FOR COST
UNADJUSTED OF LIVING
% of White % of White
Per-Pupil Per-Pupil Per-Pupil
Spending Spending Spending
National
White $10,816 100% 100%
Black $11,387 105% [01%
Hispanic $10,951 101% 96%
Asian $11,535 107% 97%
Northeast
White $14,521 100% 100%
Black $16,773 I'16% 109%
Hispanic $16,994 I'17% 107%
Asian $16,195 I'12% 102%
South
White $9,945 100% 100%
Black $10420 105% 100%
Hispanic $10201 103% 99%
Asian $10848 109% 98%
Midwest
White $10,090 100% 100%
Black $11,371 I'13% 104%
Hispanic $10,683 106% 99%
Asian $11,236 1% 103%
West
White $9,874 100% 100%
Black $10,970 [11% 103%
Hispanic $10,495 106% 101%
Asian $10,639 108% 98%
Source: Author's calculations based on data from the U.S. Depart-
ment of Education, National Center for Education Statistics.
Table | *B 2548 & heritage.org

public school funding as white students. However,
there are two additional issues that complicate the
debate over school financing;

1. Funding Disparities Within Districts. The
preceding analysis assigns each student the per-
pupil spending level of his or her district, meaning
that the analysis cannot capture funding differences
within districts at the school level.!” This limitation
is unlikely to be a problem in smaller suburban and
rural districts, where socioeconomic differences are
less pronounced. In big-city districts, such as New

15. Rueben and Murray, “Racial Disparities in Education Finance.”
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York or Chicago, however, intra-district funding
disparities are a potential issue.

Indeed, Darling-Hammond, the University of
Washington’s Marguerite Roza, and other educa-
tion analysts have focused on possible disparities
at the school level, particularly the tendency for
veteran teachers to avoid schools with low-income
and high-minority student bodies.!® District poli-
cies often allow teachers with higher seniority to
move to their preferred schools within the same
district.

It is difficult to know how important this phe-
nomenon is, since teaching experience is a weak
predictor of teacher quality.!” Data from the 1990s
indicate that young teachers in high-minority
schools are, if anything, more qualified than the
average teacher, but they are also more likely to
desire a different career.'®

To the extent that money is indeed distributed
inefficiently within districts, it is the result of poor
public administration, not a lack of appropriated
funds. Though minority students face many obsta-
cles in getting a quality education from the pub-
lic school system, an inequitable commitment of
resources from taxpayers is not one of them.

2. Accounting for Differences in Student
Needs. Since school funding is so similar across
racial and ethnic groups, it cannot be the proximate
cause of group differences in school achievement.
Still, some analysts now argue that education fund-
ing is not equitable unless far more money is spent
on minority students compared to white students.
Indeed, a 1998 NCES report used a student-needs
adjustment that made school funding “equitable”

only if poor students (usually defined as qualifying
for free or reduced-fee lunch) received 20 percent
more per-pupil funding than non-poor students.'

The justification is that poor and minority stu-
dents face greater socioeconomic problems out-
side the classroom, necessitating greater education
spending as a kind of remediation. This revised
view of school funding is very different from the one
espoused by the NAACP, Kozol, and others quoted
earlier. The original argument made by equalization
advocates identified the alleged disparity in school
funding as the cause of lower minority achievement.
Under the revised view, the cause must be problems
outside the classroom, and spending is considered
equitable only if it is high enough to remediate
those problems.

The degree to which student-needs adjustments
are appropriate is beyond the scope of this paper,
which specifically focuses on refuting the claim that
minority students receive less funding for school
than white students. Clearly, students with physi-
cal handicaps or language barriers will require more
resources than students without them, but whether
poverty by itself or low ability by itself requires sta-
tistical adjustment is questionable. Student-needs
adjustments taken to an extreme could imply that
no level of school funding—no matter how gener-
ous to minority students—could ever be consid-
ered “equitable” as long as achievement disparities
remain.

That debate aside, it is a mistake to assume that
funding increases for public schools can close the
achievement gap. Purchasing more educational
resources is a popular idea, but rigorous studies on
reduced class sizes, graduate degrees for teachers,

16. Marguerite Roza, “How Districts Shortchange Low-income and Minority Students,” in The Education Trust, “Funding
Gap 2006,” pp. 9-12, at http://www.edtrust.org/sites/edtrust.org/files/publications/files/FundingGap2006.pdf (April 2, 2011).

17. In fact, nothing appears to be a strong predictor of teacher quality except past success. See Stephen G. Rivkin, Eric A.
Hanushek, and John E Kain, “Teachers, Schools, and Academic Achievement,” Econometrica, Vol. 73, No. 2 (March 2005),
at http://www.econ.ucsb.edu/~jon/Econ230C/HanushekRivkin.pdf (April 2, 2011).

18. Newly hired teachers in high-minority schools are 70 percent more likely to have a master’s degree than the average
new hire, and are just 5 percent less likely to be officially certified. At the same time, they are 52 percent more likely
to say they want “to exit teaching at the first opportunity.” See Sean Corcoran, William Evans, Jennifer Godwin, Sheila
Murray, and Robert Schwab, “The Changing Distribution of Education Finance, 1972-1997,” Table 11.11., in Kathryn M.
Neckerman, Social Inequality (New York: Russell Sage Foundation, 2004).

19. Thomas B. Parrish and Christine S. Hikido, “Inequalities in Public School District Revenues,” National Center for
Education Statistics, July 1998, pp. 4-5, at http://nces.ed.gov/pubs98/98210.pdf (April 2, 2011).
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and enhanced amenities in schools suggest little or
no impact on student achievement.

Conclusion

Although it is often blamed for the racial achieve-
ment gap, unequal school funding is largely a myth.
Per-pupil spending in the U.S. is broadly similar
across racial and ethnic groups. If any one group
enjoys an advantage in funding, it is black students,

especially in the Northeastern states. Group differ-
ences in school achievement cannot be the result
of an unequal commitment of resources to minor-
ity students, and simple increases in public school
funding are not likely to close the gaps.

—Jason Richwine, Ph.D., is a Senior Policy Analyst
in the Center for Data Analysis (CDA) at The Heritage
Foundation. He is grateful to former CDA intern Alyssa
Redfearn for her research assistance.

20. Eric A. Hanushek, “The Failure of Input-Based Schooling Policies,” The Economic Journal, Vol. 113 (February 2003),
pp. F64-F98, at http://web.missouri.edu/~podgurskym/Econ_4345/syl_articles/hanushek_failure_of_input_EJ_2003.pdf

(April 2,2011).
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